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The manager of a healthy, growing company faces many exciting challenges. As the company prospers, seven predictable crises must be dealt with as the business makes the transition from a large small firm to a small large one.

The characteristics which allowed management the necessary flexibility and permitted quick decisive action in the pursuit of company goals become double-edged swords as the company grows. The informality, flexibility and freedom which are so necessary in the early years may come to haunt management.

Let's examine the "seven predictable crises of growth" and explore creative solutions which provide greater stability and more consistent management.

1. Low formalization of procedures - Growing companies often have few formal written rules, routines and procedures. Instead, patterns tend to evolve over time - known to the people involved in them and communicated sporadically and informally. The organization chart may also be unclear, with questions of responsibility unanswered and lower level employees subject to requests and orders from many directions.

2. Inadequate financial and business information systems – too often the accounting and business intelligence system is an afterthought. Starting with a basic accounting package seems thrifty, but the lack of timely cost and trend analysis prevents staying atop the business. It typically takes a cash crisis or excess/obsolete inventory or product for management to wish they had invested in an appropriate system earlier. By this time the conversion is costly and time consuming with poor history as well. 

3. Continual Job creation - Another characteristic of growing companies is the seemingly unending creation of new jobs which have no precedent. Rapidly expanding companies are constantly finding that they need people to perform tasks and functions which did not exist and were not necessary when the companies were smaller. Although some people thrive in an environment of great flexibility and freedom, others become frustrated by the lack of continuity and consistency they experience in a system which is always in a state of flux.

4. Overlapping functions - It is extremely common for growing companies to have executives and managers in overlapping functions. This characteristic has developed from the days when cross-training was necessary, and people had to manage more than their individual share. Needless to say, as a company grows larger and jobs become more complex, there are significant risks to having functions inadvertently overlap. Duplication of effort and diffusion of accountability result in inefficiency and reduced productivity.

5. Open/Informal communication channels - Many companies have developed an informal, open-door/open office policy which allows communication in all directions. If a formal system exists, it is often ignored. Although these relaxed systems seem inviting and liberating, and can allow for rapid decision making, they often create serious problems. Newer managers find themselves outside the network, and are at risk of missing critical information. At the same time older managers may find themselves overloaded with information some of which they do not need.

6. Lack of formal controls and mechanisms for accountability - One of the pleasures of working in an informal, growing company is the flexibility and freedom people are allowed. Managers often have enormous latitude and are controlled by what CEOs commonly describe as a "sense of responsibility." Standards are not rigid and managers often define their own standards. What sometimes results is a lack of that sense of responsibility, overlapping performance of duties, inventory problems and lack of clarity.

7. Personalized leadership – Growing companies frequently have charismatic, highly personal leadership at the top. People feel as though they work personally for the boss and there is a "family-like atmosphere.” On the positive side, personalized leadership can make employees feel fiercely loyal and responsive to company's needs. On the negative side, it can mean the "big boss" is responsible for every detail: This can create a climate of dependency and confrontation

8. Lack of formal personnel development -  Perhaps the most critical problem in growing companies is the lack of formal training and development for management and other employees. Although there are some advantages to apprenticing and “stretching” on the job, and lack of formal systems may motivate the highly ambitious, there are clearly real disadvantages. Without formal systems, a growing company has a difficult time plugging in new people quickly and effectively. Managers are chosen for visibility and familiarity rather than for potential and talent. Others become demoralized and hard to motivate.

Recognizing the problem
All of the cases mentioned are facets of a single dilemma: How can the leadership of an expanding entrepreneurial company successfully manage growth and the concomitant need for more formal management systems, without creating a stultifying bureaucracy? The critical first step is management’s ability to recognize the problems and to make a commitment to change.

