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The Growth Ceiling

Five challenges South African businesses must
overcome to reach their next stage of growth.

What got you here worked.
It just may no longer be
enough to get you there.

Every stage of growth
creates a new ceiling.

You have built a successful business. You
have a valuable product or service that
customers are prepared to pay for, the
business is sustainably profitable, and you are
beginning to enjoy the financial rewards of the

This is the Growth Ceiling.

Growth Ceilings rarely occur because a
business has run out of opportunity.

years of hard work it took to build it. Yet there More often, the organisation hasn't
is probably still a catch: too much of the developed the capability required for
business depends on you. When you are its next stage of growth.

there, things happen. Important decisions

get made, problems get solved and customers In our work with the leaders of South
receive attention. When you aren't there, African businesses, we repeatedly see
things tend to slow down. five challenges emerge as successful
businesses grow:

While the business is successful, you may also
feel that it hasn't yet fulfilled its potential. « The business still depends too heavily
There are opportunities ahead, ambitions you on you.

still want to realise and perhaps a vision of a
business that can continue to succeed without
requiring you to remain at the centre of
everything. Getting there, however, requires
something different from what got you here. * Your ways of working haven't kept pace
The things that helped you build the business with your growth.

you have today are not necessarily the things * You're growing, but growth isn't making
that will take it to its next stage. The business the business more profitable.

has changed, the complexity has changed, the
demands on your people have changed, and
your role as its leader needs to change with it.

» Success has created too many priorities.
* Your leadership team hasn't grown as
quickly as the business.
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Success creates its own problems.

When a business is relatively small, many of the
things required to make it successful can happen
informally. The founder knows most of the customers,
decisions can be made quickly, and people talk to
one another throughout the day. When a problem
emerges, someone walks across the office and sorts
it out. The founder can see what is happening and
intervene personally when something goes wrong.

There is enormous power in this entrepreneurial way
of working. Many successful South African businesses
have been built by leaders who are adaptable,
resourceful and extraordinarily close to their
businesses. They understand their customers and
products, make decisions quickly and are willing to
step in and do whatever is required to make things
happen. These qualities aren't weaknesses that need
to be eliminated as the business grows; in many
cases, they are precisely why the business succeeded
in the first place.

Success, however, creates its own problems. More
customers mean more transactions. More employees
mean more communication and coordination. New
products and services create additional opportunities
but also greater complexity. New managers and
functions create more handovers and inter-
dependencies. Growth doesn't simply create

a larger version of the same business; it creates

a different management challenge.

The complexity also increases disproportionately.
Adding people to an organisation doesn't simply add
more capacity; it increases the number of relationships
and communication channels that need to work. The
founder can no longer see everything. Informal
communication becomes less reliable, and decisions
that once involved two people may now cut across
several functions.

As the number of people increases, the number
of potential connections between them increases
significantly. If you have five people in your team
there are 10 connection points, double your team
to 10 and you have 45 connection points.

5 people, 10 connections

10 people, 45 connections

The answer cannot simply be for the
founder to work harder. In the early
stages of a business, growth is often
disproportionately driven by the
founder's capability:

Founder capability = Business growth.

Sustainable growth eventually requires
a different model:

Founder as Leader > Builds a
Leadership team > Who build an
organisation = Business Growth.

The challenge is to progressively build
an organisation capable of doing what
previously depended on the founder.
That transition lies at the heart of
each of the five growth ceilings.
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Growth Ceiling 1:
The business still depends too heavily on you.

Founder dependency is rarely created
by incompetence. Quite the opposite.
Founders are often exceptionally good

at selling, understanding customers,
developing products, solving operational
problems or simply knowing how to make
things happen. Their skill, speed, standards
and attention to detail are often precisely
why the business became successful.

The problem arises when the business
becomes larger but the founder's role
doesn't change with it. At some point
there are simply too many customers,
employees, decisions and problems for
one person's capability to sustain the
organisation. The founder who once
accelerated everything can inadvertently
become the constraint through which
everything needs to pass.

One founder of a 50-person technology
business described the experience
particularly well when he said that he was
constantly “looking over my shoulder”. He
was excellent with customers and regularly
visited them to understand their concerns
and identify opportunities to improve the
company's software. He would return to
the office energised and direct the team
towards solving the problems he had
uncovered. The difficulty was that before
one set of improvements had been fully
implemented, he would visit another
customer and return with another set of
priorities. The team would redirect its
attention, earlier initiatives would be left

half-complete and customers would
become frustrated. The founder
increasingly felt that he couldn't trust his
team to get things done, which caused
him to become even more involved. His
involvement created changing priorities,
changing priorities undermined execution
and poor execution convinced him that
greater involvement was necessary.

The breakthrough came when he
recognised that the problem wasn't simply
his team's ability to execute. His
understanding of his own role needed
to change. His job was no longer to speak
to every customer, identify every problem
and tell everyone what to do; it was
increasingly to build the people and
organisational capability that could do
those things without him.

He shifted his attention towards his
leadership team. They introduced a
quarterly strategic planning rhythm to
create greater alignment and accountability,
and he paid much closer attention to
having the right leaders in the right roles.
Where talent existed internally, he focused
on developing it. Where it didn't, he
recruited or found strong external
partners. The transition took time - some
changes took several quarters and others
more than a year - but he had made the
most important change first. He stopped
seeing himself as the best doer in the
business and began seeing himself as
the architect of people.

w
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This is one of the hardest transitions for a
successful entrepreneur because the things
you are good at are rewarding. You know
you can solve the customer's problem. You
know how you would handle the negotiation.
You know what the employee should do.

It often feels quicker and easier simply to
stepin.

Every time you solve a problem that
someone else should learn to solve,
however, you risk reinforcing the business's
dependence on you. As the business grows,
your value increasingly comes from
different work: setting direction, building
the leadership team, allocating resources,
developing organisational capability and
ensuring the organisation is executing
against its priorities. You aren't becoming

Growth Ceiling 2:

Success has created many priorities.

less important; you are changing where
your contribution has the greatest
leverage. You cannot scale a business by
continually scaling the founder's effort. At
some point you have to scale leadership.

» Which important decisions still depend
unnecessarily on me?

» What work am | doing that somebody else
should own?

* Where have | delegated tasks without
genuinely delegating accountability?

« If | disappeared for a month, what would
stop or slow down?

« How much of my time goes into running
today's business rather than building
tomorrow's?
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from identifying the few things that matter
most and executing them consistently over
time. That is how advantage compounds.
As your business grows, the challenge
increasingly becomes not finding more
opportunities, but deciding which
opportunities deserve the organisation's
finite attention.

Growth Ceiling 3:

Ask yourself

» Can everyone on our leadership team
name our few most important strategic
priorities?

* How many major initiatives are we
currently trying to execute?

* Which good opportunities are distracting
us from the best opportunities?

* What have we deliberately chosen not
to do?

* Are our strategic priorities receiving
enough attention to produce
meaningful results?

Your leadership team hasn't grown as quickly as the business.

Every time your business grows, your
leaders’ jobs grow with it. A sales
manager responsible for five salespeople
has a very different job from a sales
director responsible for 30 people, several
managers, forecasting, systems and a
national sales target. Yet organisations
frequently promote people and assume
their capability will automatically expand
with the role.

It doesn't. Sometimes the role eventually
outgrows the person. Sometimes the
individual has the potential to grow into the
role but hasn't been sufficiently developed.
And sometimes the leader is perfectly
capable, but the CEO has never genuinely
allowed them to own the role.

CEOs frequently complain that their teams
don't take enough ownership, while
simultaneously making it difficult for them

to do so. A difficult decision arises and the
CEO steps in. A leader makes a mistake,
and the CEO takes the work back. A
problem occurs in a department and,
rather than helping the functional leader
learn how to solve it, the CEO solves the
problem personally. The CEO then doesn't
trust the leadership team because it

isn't demonstrating enough capability,
while the leaders don't develop enough
capability because the CEO continues to
make the important decisions.

Delegation without capability creates
failure. Capability without authority
creates frustration. Sustainable growth
requires both.

Building the leadership team therefore isn't

simply about recruiting more senior people.
It requires deliberately increasing leadership
capability as the organisation grows.
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One South African entrepreneur we have
worked with illustrates how this challenge
evolves over time. His first major transition
was moving out of operations in his original
business so that he could concentrate on
developing a new business unit. That unit
grew successfully, and his next transition
was to find a capable leader to run it. An
acquisition subsequently added two
further related business lines.

Eventually, he had created a structure with
a COO and four business-unit leaders. The
founder had successfully freed himself
from much of the day-to-day operation

of the business, but that didn't mean the
leadership challenge had been solved.
One unit leader left and proved difficult

to replace, one performed exceptionally
well, and two were solid without being
outstanding. More importantly, although
the founder had freed up his own time,
several divisional leaders remained bogged
down in the day-to-day operations of

their businesses.

The next breakthrough came from
investing not only in the divisional
leaders, but also in the management
teams beneath them. As those leaders
developed and their managers became
more capable, responsibility could move
further down the organisation. The
divisional leaders gained the capacity to
lead rather than continually being pulled
back into operational detail, and as
leadership capability strengthened across
the organisation, the businesses began to
grow more rapidly.

This is one of the most powerful forms

of compounding available to a growing
business. Developing one stronger leader
doesn't simply improve the performance
of one person. That leader can develop
several stronger managers, and those
managers can in turn build more capable
teams.

The CEO's responsibility is therefore not
simply to build a leadership team capable
of running today's business. Itis to
continually develop leadership capacity
ahead of where the business needs to go.

Your business cannot sustainably
grow faster than the capability of the
people leading it.

* Can our senior leaders make meaningful
decisions without me?

* Have their capabilities grown as quickly
as their roles?

* Are our leaders developing capable
managers underneath themselves?

» Does our leadership team solve
cross-functional problems collectively?

» Where has the role outgrown the
person - and where could the person
grow with the right development?
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Growth Ceiling 4:

Your ways of working haven't kept pace with your growth.

The bottleneck can simply move
down a level

Small businesses can operate remarkably
effectively through proximity. People know
one another, information travels informally
and problems are visible. If something
goes wrong, somebody notices and a
conversation sorts it out. This informality
can make an entrepreneurial business fast
and responsive, but as the organisation
grows it becomes increasingly unreliable.
There are now more functions, customers,
transactions, handovers and people who
need access to the right information. What
was once solved through proximity now
requires organisational discipline. The
danger is assuming that this means
introducing layers of bureaucracy. It
doesn't. The objective isn't more
process,; it is enough process to make
the organisation reliable.

Simple systems can solve
complex-looking problems

An online software company we work with
experienced a growing customer-service
problem. Its support team was over-
whelmed by repetitive customer queries;
workloads were rising and relationships
with customers were becoming strained.
At the same time, the software develop-
ment team wanted to concentrate on
building new functionality rather than
dealing with what they regarded as support
issues. The support team believed that
many of the problems originated in the
existing software, while the development
team didn't have enough evidence to
appreciate the scale of the problem.

What appeared to be a customer-service
issue was, at its heart, a breakdown in
communication between the support and
development functions.

The COO and support team stepped
away from the day-to-day pressure to
investigate. They analysed support-ticket
logs, interviewed employees, reviewed
customer feedback and contacted key
customers. A pattern emerged: many
tickets related to recurring problems, but
because each issue was being handled
individually, nobody had a clear picture of
their collective frequency or impact.

The solution was remarkably simple.
Before closing a support ticket, support
staff began applying keywords to describe
the problem, such as “login failure” or “Ul
bug”. Those keywords could then be
analysed and presented visually each month.

For the first time, the development team
could see the frequency and customer
impact of different problems, and that
information began influencing the
development roadmap.

Within 90 days, support tickets had

fallen by 80% and customer satisfaction
improved significantly. The monthly report
became part of the company's ongoing
review system, creating a continuous
feedback loop between customers, support
and development. There was no enormous
systems implementation. They simply
created a reliable mechanism for making
important information visible and ensuring
that it reached the people capable of acting
onit.



Grow_The Growth Ceiling

Build reliability without killing
entrepreneurship

As organisations grow, similar disciplines
become necessary across the business.
Accountabilities need to be clear, meetings
need a purpose and rhythm, important
measures need to be visible, recurring
problems need to be solved at their root
rather than repeatedly patched, and critical
processes need to become repeatable.

The goal isn't to document everything
people do or replace entrepreneurial
energy with rules. It is to identify the ways
of working that are critical to creating
value and make them reliable and
repeatable. This distinction matters
because the best operating systems should
make an organisation faster and more
capable, not slower and more bureaucratic.
When management disciplines remain weak,
breakdowns eventually travel upwards.
The CEO gets dragged back into solving

Growth Ceiling 5:
You're growing, but growth isn't making the business more profitable.

Revenue is growing, there are more
customers and you've hired more people
to service them. Everyone is busier, but
profit isn't growing. Sometimes it is actually
declining.

Revenue growth doesn't necessarily equal
profit growth. As companies grow, they
often accumulate costs and complexity
alongside revenue: additional employees,
management layers, premises, inventory,

problems, which reinforces the
organisation's dependence on them
and takes us straight back to the first
growth ceiling.

What once lived in the founder's head and
in informal conversations eventually has to
become the way the organisation works.

Ask yourself

» Which recurring problems are we
continually fixing without addressing their
underlying causes?

* Where do things regularly fall between
functions?

» Do we have the information required to
identify problems early?

* Are accountability and decision-making
clear?

* Which critical ways of working still depend
on individual knowledge rather than
organisational discipline?

systems, working capital and administration.
They may also add customers or products
that create revenue without creating
sufficient economic value. If management
doesn't understand what is happening
beneath the aggregated income
statement, it is entirely possible to

grow a business without making it

a more profitable business.
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Knowing the result isn't the same as
knowing the cause

One Grow client experienced exactly this.
The company was adding customers and
growing revenue, yet profitability was
declining. Management received monthly
accounts and could clearly see that profits
were disappointing, but the financial
statements didn't tell them why.

When management began investigating the
economics underneath the numbers,
several issues emerged. Some customers
were simply unprofitable. The company's
services were complex and bespoke, and
certain customers required far more
attention and resources than others. Once
actual costs were allocated to individual
customers, management discovered that
some relationships were destroying rather
than creating value.

Growth had also outpaced the company's
systems. Employees had developed
workarounds to make sure customers
continued receiving service, but those
workarounds created duplicated work and
inefficiency. People were extraordinarily
busy, yet nobody had stopped long enough
to ask whether there was a better way to
do the work. Management also lacked
visibility of important operational measures
such as overtime, where better scheduling
alone offered the potential to remove
significant unnecessary cost.

The lesson is important. Financial

management isn't only about knowing
whether you made a profit. It is about
understanding what drives that profit.

Sometimes the right growth decision
reduces revenue.

Rhett and Nakita, who operate several
franchises within The Specialists Cleaning
and Pest Control franchise, experienced an
even more confronting version of this
problem. Working with their leadership
team, they started examining their profit
per job. They drilled into the real costs of
delivering each job, including fuel, labour
and sales commissions, and then analysed
the profitability of individual customers.

The results were eye-opening. Some

of their largest customers and contracts
were loss making. Their biggest customer,
one of South Africa's large retail groups,
generated approximately R7.2 million

in annual revenue, but it was also un-
profitable. Rhett and Nakita approached
the customer to renegotiate the fee, but
the customer declined.

Walking away from R7.2 million of revenue
is not an easy decision for any business
owner. Once they understood the
economics, however, they chose to let

the customer go. They approached other
unprofitable customers as well. Some
accepted price increases; where
acceptable economics could not be
achieved, the business was prepared

to walk away.

Turnover initially declined, but profit
increased substantially within three
months. The analysis also helped
management identify costs and
inefficiencies that had previously been
invisible and gave the sales team greater
clarity about the types of customers they
should pursue. Improved margins
subsequently allowed the business to
reinvest in areas such as its offices and
vehicle branding.

The lesson is not that businesses should
avoid growth. It is that they need to
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understand the economics underneath

it. Management needs to know which
customers, products and services create
value, where complexity is adding cost,
whether overheads are growing faster than
gross profit, whether pricing is appropriate,
how much working capital growth consumes
and whether profit is ultimately converting
into cash.

The objective isn't to build a bigger
business. It's to build a better business -
and profitable growth is one of the
clearest tests of whether that's
happening.

Ask yourself

+ Is profit growing at least as strongly
as revenue?

» Do we know which customers, products
or services are genuinely profitable?

* Do our financial measures explain the
drivers of performance rather than
merely report the outcome?

* Where has growth introduced
unnecessary complexity or cost?

* Are we prepared to walk away from
revenue that doesn't create economic
value?

Your next stage requires a different business.

The five growth ceilings don't exist
independently; they reinforce one another.
When too much depends on the CEO, the
leadership team doesn't develop enough
ownership. When the leadership team lacks
capability, problems continue escalating to
the CEO, who becomes trapped in operations
and has less time to think strategically.
Without enough strategic attention, the
organisation pursues too many priorities
and execution becomes fragmented. As the
organisation becomes larger, weak operating
disciplines create additional complexity,
rework and cost. Revenue can continue
growing while profit fails to scale.

The Growth Ceiling

CEO
dependency

Weak ownership
by leadership
team

Poor
profitability

Increasing
complexity

& cost

CEO pulled
into
operations

Weak
execution

Insufficient
strategic
attention

Too many
priorities
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The answer isn't simply to push harder
for more growth. The business itself has
to evolve.

When it does, the same interconnectedness
that created the negative cycle begins to
work in the opposite direction. As the leader
evolves, direction becomes clearer. Greater
clarity allows the leadership team to focus its
attention, while stronger leaders build more
capable teams beneath them. Better
management disciplines make execution
more reliable, and improved execution and
financial insight strengthen the economics
of the business. As organisational capability
increases, the business becomes capable of
taking on its next stage of growth.

The Compounding Capability Cycle

Leader
evolves

Direction
becomes
clearer

The next stage
of growth
becomes possible

COMPOUNDING
CAPABILITY
CYCLE

Business
capacity

g Leadership
increases

capability

increases

Execution
becomes more

Economics
improve

This is why sustainable business growth is
ultimately a capability-building exercise.
At Grow, we think about that capability
across four interconnected areas. You
the Leader is about becoming the leader
the business needs for its next stage.
Setting Direction creates clarity about where
the business is going, how it will win and
what matters most now. Winning Teams
builds the leadership and organisational
capability required to execute.

Operational Excellence creates the
disciplines, systems and financial insight
that allow the business to perform
consistently and profitably.

There is rarely one dramatic action that
transforms a business. More often, progress
comes from making the right improvements
in each of these areas and applying them
consistently over time. Those improvements
begin reinforcing one another. Capability
compounds and, over time, the business
becomes not simply bigger, but stronger.

Where is your Growth Ceiling?

Every successful business will encounter
constraints as it grows. The objective isn't
to eliminate every constraint simultaneously;
trying to do so would simply create another
version of Growth Ceiling 2 - too many
priorities. Instead, identify the constraint
that is having the greatest impact on your
business now.

Consider these 10 questions:

The business still depends too heavily
on you

1. If you disappeared from the business for
a month, which important decisions or
activities would slow down?

2. Areyou spending enough time building
the future business, or is most of your

time consumed running today's?

Success has created too many priorities

3. Could every member of your leadership
team independently name the three
most important priorities for the
business right now?
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4. What are you deliberately not doing so
that your most important priorities
receive enough attention?

Your leadership team hasn't grown as
quickly as the business

5. Can your senior leaders make meaningful
decisions and take genuine accountability
without continually escalating to you?

6. Areyour leaders developing capable
managers underneath themselves, or are
they still the primary problem-solvers in
their functions?

Your ways of working haven't kept pace
with your growth

7. Which problems do you find yourself
solving repeatedly?

8. Where does important information or
accountability regularly fall between
teams, functions or people?

You're growing, but growth isn't making
the business more profitable

9. Is profit growing at least as strongly
as revenue?

10. Do you understand which customers,
products, services and activities are
actually creating - or destroying -
economic value?

You don't need to fix

everything at once.

Start by asking which ceiling is most
constraining your business now and
focus your attention there. Reaching your
next stage of growth doesn't simply require
more customers, more revenue or more
effort. It requires building a business
capable of handling what comes next.

About Grow

Grow Business Coaching works with the
leaders of established South African
businesses who want to build stronger
companies capable of fulfilling their
potential and reaching their next stage
of growth. Our coaches work alongside
business owners and leadership teams to
help them develop as leaders, clarify their
strategy, build stronger teams and create
the operational disciplines required to
execute consistently.

Today, Grow works with more than 180
active businesses across South Africa,
representing more than R17 billion in
combined annual turnover. Our aim is not
simply to help businesses grow bigger, but
to help their leaders build better businesses
- businesses that are strategically clear, well
led, operationally strong, sustainably
profitable and increasingly capable of
succeeding without depending on the
owner for everything.

info@grow-za.com
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