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THE STEP-BY-STEP EXPERT GUIDE TO GROWTH – FROM PROTOTYPING TO PROSPERING
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Reaching the next stage of growth is one of 
the biggest pain points facing any ambitious 
organisation. Management Today spoke to a 
range of experts and fast-growing businesses 
to provide a definitive guide to growth

 To create a great business, it is not enough to have a brilliant idea 
or talented, determined founders. True, those things are 
essential. But all the passion and expertise in the world alone 

will not turn a promising idea into the next Google. Businesses don’t 
just automatically grow, they need to be nurtured. That means 
understanding the phases of growth, and what is needed at every stage. 
When should you look for outside investors, and which kind? Which 
people do you need to bring in, and when? At what point do you think 
about a sale or flotation? It’s never easy going, but growing a business is 
all about understanding the process.

The first question entrepreneurs need to ask themselves is: what sort of 
business do I want this to be? There is no shame in building what is 
somewhat disparagingly called a “lifestyle business”, one that makes 
enough money to give the founders a comfortable living and perhaps to 
enjoy doing something they love. But if you want to create a growth 
business with the aim of ultimately selling or floating, it will be a very 
different beast. You will probably want to look for money from seed 
investors right from the start, and will soon be searching for serious 
money to grow the business quickly. This immediately changes the 
nature of a start-up.

J
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IPO. Flotation, or initial public 
offering, is the stage at which 
shares in the company are 
offered to the public. Unless 
they have shares that give 
them outsized voting rights, 
as is typical in tech firms, the 
founders lose any vestige of 
control of the business.

“Once you take other people’s money, you are on a rocket ship,” says 
Anne Glover, co-founder of Amadeus Capital Partners, a tech-focused 
investment firm that has 180 companies in its portfolio. And if you are 
in a fast-moving, high-growth market, you have no other option but to 
jump on that ship – otherwise, you will be left behind. With investment 
comes responsibility to shareholders who need to see returns.

Pre-seed. At this stage, also 
known as “bootstrapping”, 
founders often fund early 
development out of their 
own pocket.

Seed capital. Money raised 
to help a business develop  
a plan and cover initial 
operating expenses, such as 
R&D costs and rent. Seed 
capital can come from 
personal contacts or angel 
investors and can be in the 
form of a loan or a share of 
the company. For some tech 
or manufacturing businesses, 
it can be found across 
research grants. Founders 
with a track record of 
entrepreneurship might be 
able to attract venture capital 
money at this stage.

Series A financing. Once a 
business has demonstrated 
a viable business model with 
strong growth potential, it 
often needs to attract money 
to expand. Series A funding, 
from venture capitalists or 
private equity firms, is 
typically in the millions of 
pounds and is invested in 
inventory and equipment. 
Usually, this is the stage at 
which investors control more 
than 50% of the company. 
And in return for taking on 
risk, series A funders 
typically demand a good 
deal of control.

Mezzanine financing. Often 
raised from existing investors, 
mezzanine debt is often used 
to finance particular projects 
or acquisitions that in the long 
term will increase the 
investors’ returns.

Series B financing. The 
second round of venture 
capitalist investment, which 
usually happens once the 
company has generated 
revenue from sales and 
investors can see how the 
management team has 
performed. Series B financing 
is considered less risky than 
series A, and therefore the 
cost of shares is higher. 
Series B investors still tend to 
get preferential shares, giving 
them a large amount of 
control in the company. Some 
businesses raise further 
rounds, named sequentially. 
Because of the reduced risk, 
hedge funds and investment 
banks can become involved 
at the C round.

INVESTMENT 
OPTIONS 

EXPLAINED
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Right from the start, then, you need to think about the end point. “If 
you take other people’s money, you need to work with them to figure 
out what the objectives are and what the horizon is – when is the exit?” 
Glover says. “Most people really don’t know when they start how big 
the business can be, but as the company evolves it becomes more 
apparent.” If you are in a market where you can be a standalone leader 
and dominate, a listing is viable. If you are part of a market that’s 
consolidating through acquisition, then it makes sense to position 
yourself for a trade sale. This choice will probably not crystallise until 
three or four years in. “Until then, you’re just trying to build a good 
business. You can do either of those two things if you build a good 
business. It’s the scale of the future opportunity that determines which 
path to go,” Glover says. However, be aware that the choice won’t be 
the founders’. Typically, the series A fundraising will see outside 
investors take 50-70% of the company. As many businesses now have 
two to three founders, this will leave them with just 10% of their 
company from an early stage.

Having defined, or attempted to define, your end point, how do you get 
there? Let Management Today take you on a step-by-step guide to scaling 
and understanding the different needs and key decisions you will face at 
each stage of your growth.

FIND YOUR WISE HEADS
Given the importance of early decisions, a vital part of growing a 
business is getting good quality outside counsel. One of the big 
challenges facing founders is “when to change the pace of investment in 
order to match the pace of the business opportunity”, Glover says. She 
advises getting a small board together, “just two or three people who 
have been through it before”, who are “allies and supporters”. This, 
Glover says, is the most efficient way of getting good quality advice. 
“There are lots of books written about it. But, frankly, more 
importantly, just get experienced people around you.” Anybody who has 
provided seed capital has a vested interest in being involved in this 
sense, of course.

This is something that Peter Arvai, co-founder of presentation tech 
start-up Prezi, discovered. He founded the business in the middle of the 
2008 financial crash and spent the first two years forgoing a wage while 
he and his two co-founders bootstrapped the company. Now, his 
organisation has more than 300 staff and 100 million users. But he 
relied on wise heads to navigate the ever-changing nature of the 
business. “Every six months, we would double in size. That was a 
tremendous challenge. You have to literally rewrite your job 
description,” he says. “How did I figure out how to do that? It sounds 

J
THE STEPS TO 
PERFECTION

STEP 1
Creation of a minimal 
viable product that can be 
tested with customers. 
The MVP is vital for several 
reasons. One, it lets you get 
a product to market as 
quickly as possible. Two, it 
lets you test the idea before 
committing a large budget 
to it. And three, it helps you 
understand what resonates 
with the target market, and 
what doesn’t. Or, to put it 
another way, the MVP 
allows you to “fail fast” if the 
idea is a non-starter. 
Essentially, it is designed to 
gather data, so it is essential 
the MVP is close enough to 
the envisaged final product 
that it produces good-
quality feedback.
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obvious but I had a trusted group of advisors who I could talk to about 
things – and who’d been there and done it before.”

One thing a board can help with is understanding which stage you are 
at, and which skills are needed. “In the early days of identifying market 
need and product-market fit, it is extremely important to be 
resourceful, creative, hands-on and, above all, persistent,” says Michiel 
Kotting, general partner at Northzone, a venture capital firm 
specialising in seed to series B stage investments across the US and 
Europe, and an entrepreneur who sold a business he founded to 
Shopping.com. As well as being positive, you also have to be honest 
with yourself. “This is the time in a company where you don’t have the 
world on your side yet, and where recognising the weaknesses of the 
idea is as crucial as dreaming of success,” Kotting adds.

Different skills, however, are needed at the next stage, when a business 
is working out the unit economics and trying to prove that people are 
willing to pay what is needed to make and sell its product, which in turn 
allows the firm to start calculating the break-even point and potential 
profit margins. Here, it is vital to have good KPIs. “In the digital world, 
everything can be measured, but deriving intel from a lot of numbers is 
an art,” Kotting adds. “A relentless drive and willingness to challenge 
yourself and your team are important – in this phase, you are honing 
the model.” This is where analytical aptitude comes to the fore.

Beyond this comes the fast scaling stage, and the skills required to run 
the business change again. Founders still need to be analytically astute 
and strategically aware so they invest in the right places, but at this 
point “true leadership becomes important”, Kotting says. The business 
will be “moving from the early evangelist founders and early employees 
to an organisation that is more than doubling in size each year”. This 
means most people will be onboarded by individuals who have been 
there less than a year themselves. “You will have people managing 
people who manage people, and who have not done that before,” 
Kotting says.

To manage this fast-changing environment, a firm needs to bring in 
good people. Perhaps the most important hire a business makes is a 
good CEO. “When you move to series A, one of the first people you 

J

STEP 2
The second stage is to 
create product-market fit. 
This is not just about selling 
some product, it is about 
replicability of sales. There 
can be several signs of 
success, depending on the 
type of product. Sometimes 
the sales process becomes 
easier, or you land a big 
customer, or you gain entry 
into a network of customers. 
Experimentation eases off 
as it becomes clear what 
the market wants.

“ONE OF THE BIG CHALLENGES 
FACING FOUNDERS IS WHEN  

TO CHANGE THE PACE OF 
INVESTMENT TO MATCH THE PACE 

OF THE BUSINESS OPPORTUNITY”
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need to hire is a CEO,” Glover says, “someone who organises things. 
People often don’t move to this stage quickly enough. The CEO needs 
to be a generalist, and very supportive, to provide a high level of service 
to the rest of the organisation and to their customers.”

Another key hire is a chief financial officer. “You need a part-time CFO 
early on,” Glover adds. “People hire their CFOs too late. It’s much more 
important to have one early but have them a day a week, because these 
systems are much easier to develop when you’re still a small 
organisation, but you need someone with experience to do it.” A part-
time lawyer should also be an early hire, and as the business grows and 
the demands of the role increase, founders can look to bring someone 
on for more days a week, until they ultimately look for a full-time 
employee in these roles.

Because growth happens quickly, having a good HR function is also 
important, though often overlooked. “Founders should start by thinking 
about their hiring engine and how to surround themselves with a group 
of amazing people, highly skilled at what they do,” Kotting says. “In 
many people’s minds, HR is positioned as an overhead admin function 
from the early days. But building a team is very sophisticated and 
complex and requires a lot of skill, time and knowledge. Too often, I’ve 
seen this distributed to people who have no training or interest in 
hiring. The quality of the product, sales and marketing will go up with 
strong hires in the early days.”

Bear in mind, however, that hiring is a dynamic process. As the business 
evolves, different people become necessary. “I have a friend who 
advises entrepreneurs and does due diligence for a venture capitalist,” 
says Thomas Astebro, a serial entrepreneur who is L’Oréal professor of 
entrepreneurship at HEC Business School in Paris, where he is also 
academic director of the Creative Destruction Lab, which helps start-
ups to scale. “He says you should think of your people like golf clubs. 
You pick up the driver and you tee off and you hope to hit the hole. But 
usually it doesn’t make it, so you take out the seven iron. And that will 
get you on to the green, so you pick up the putter. Once you have the 
putter, you can be pretty sure you will get the ball in the hole. It’s the 
same thing with the people that you have at a venture; there’s a person 
for every stage.”

J

STEP 3
Next comes nailing unit 
economics – getting the 
right pricing, which allows 
you to make sufficient 
profit at a price the 
market will support. The 
product is starting to be 
adopted and the size of the 
market is becoming clearer. 
At this point, KPIs can be 
set, and the business starts 
to prove that people will 
pay the price you need 
them to. You will have data, 
but understanding it and 
extracting good quality 
intelligence from it is vital.

“BUILDING A TEAM IS VERY 
SOPHISTICATED AND COMPLEX. THE 

QUALITY OF THE PRODUCT, SALES 
AND MARKETING WILL GO UP WITH 
STRONG HIRES IN THE EARLY DAYS”
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SHOW ME THE MONEY
For all the importance of people, the biggest reason that businesses fail 
in the early stages is that they run out of cash, Astebro says: “Founders 
often don’t know how to control expenses. They are scaling up, hiring 
people, and they don’t actually have cash coming in. You are dependent 
on equity and it takes a long time to raise, but then it runs out and it’s 
very hard to put on the handbrake and push down on expenses because 
the venture capitalists see this as a sign of weakness.” This need to put 
the pedal to the floor has destroyed many good ideas. The solution? You 
simply have to go out and raise more.

The ability to raise money might come down less to the inherent value 
of the business as other, less tangible things. Astebro points out that 
Amazon did not make a profit for many years, and yet Jeff Bezos was 
very effective in raising more capital for a company whose core business 
– selling books online – was not exactly revolutionary, unique or hard to 
copy. Arguably, Bezos’s core skill is being good at pitching. So what 
makes someone good at persuading venture capitalists to open their 
wallets? “You obviously need to have a good business to ground 
everything on, but there is a big gender effect in fundraising. There are 
some interesting studies which show that venture capitalists ask 
women about downside risks when they make a pitch, and they asked 
men about upside opportunities. This is very disappointing and 
extremely upsetting,” Astebro says. A lot of gender differences in 
business ownership, he thinks, can be traced back to these imbalances 
in pitching situations.

Bernhard Niesner, founder and CEO of edtech business Busuu, also 
advises founders to be selective when choosing early-stage investors. 
Even though he and his co-founders were trying to raise funds after the 
2008 financial crisis, he believes the relationship with angel investors is 
an important one to get right: “Look at the companies where they have 
already invested and whether your business could be of interest to the 
investor. Speak to the founders of those companies to find out how the 
angel reacted when things weren’t going well. If you like the answer, get 
a warm introduction from them to the angel. But only take their money 

J

STEP 4
At the initial growth stage, 
investment steps up. The 
business is generally still 
loss-making, but heavy 
investment in systems and 
organisation ought to take 
sales to a tipping point at 
which sales gain traction 
and take off.

“FOR ALL THE IMPORTANCE  
OF PEOPLE, THE BIGGEST 

REASON THAT BUSINESSES FAIL 
IN THE EARLY STAGES IS THAT 

THEY RUN OUT OF CASH”
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if there is a good personal chemistry – this angel might be working with 
you for 10 years so make sure you get along before signing the deal.”

So much for the theory. What about the nitty-gritty that occupies 
entrepreneurs in the day-to-day running of a small business? Jeppe 
Rindom, co-founder and CEO of Pleo, a company that streamlines 
expenses claims for businesses, says regulation and compliance is a 
major issue. Companies that store customers’ details must ensure that 
they comply with GDPR requirements, not least because breaches can 
incur a fine of up to 4% of turnover, £17m in the UK or €20m in the EU, 
whichever is higher. “Time you invest up front in compliance 
procedures and data management will save you a significant amount of 
money in the long run,” Rindom says. It is also vital to understand other 
regulatory requirements that apply to your business. For instance, a 
fintech business is deemed to manage money for clients and is 
therefore regulated by the Financial Conduct Authority.

Beyond that, Rindom says, two other issues should not be forgotten as 
businesses enter the fast growth stage: “To build a company that 
employees love, it’s important to keep a laser focus on the values and 
culture that keep your business ticking and your teams happy.” In the 
early days of his business, he says he would often invite team members 
into investor meetings to ensure they had transparency over the 
direction the business was going. “This kind of openness can be difficult 
to maintain as your business grows, but it’s vital to think of cultural 
approaches that bring your employees along on your company’s journey 
and ensure that your core values are upheld to a high standard,” 
Rindom adds.

The second necessity, especially in these days of remote working, is 
using as many digital tools as possible to make work more efficient. “We 
use them for everything from product management to payments – 
anything where there’s tedious, unnecessary work that can be taken off 
people’s hands,” Rindom says. “Your main goal as a business leader 
should be to relieve your employees of any unnecessary stress so that 
they’re liberated and empowered to do their best work. Once you’ve 
achieved that, you’ll soon find you have happier, more fulfilled teams, 
and you’ve unlocked hours of saved time to put towards actually 
growing your business.”

STEP 5
The fast growth stage is 
where the business starts 
to improve profitability, 
margins and perfect its 
business model. The pool 
of investors interested in 
the business will grow, and 
they will be looking for a 
business that is throwing off 
cash but reinvesting some 
of that into the firm. They 
will look for sober 
leadership that does not 
take risks but reinvests in 
new opportunities. Typically, 
growth in the core customer 
base accelerates, and the 
firm is looking to expand – 
for example, into new 
geographies.

“TO BUILD A COMPANY THAT 
EMPLOYEES LOVE, IT’S IMPORTANT TO 

KEEP A FOCUS ON THE VALUES AND 
CULTURE THAT KEEP YOUR BUSINESS 

TICKING AND YOUR TEAMS HAPPY

J

”
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DEALING WITH UNCERTAINTY

However founders go about growing their businesses, the odds are 
always stacked against them. For a variety of reasons, most never reach 
the giddy heights they dreamed of. So what happens then? The first step 
when things start to go wrong is not to panic. Kotting says he has seen 
bad patches both as an entrepreneur and an investor that “turned out 
to be pretty phenomenal”.

“Every company, even the very best ones, will have quarters that look 
miserable,” he says. “Take Spotify, for example. They initially struggled 
to raise insane amounts of money and weathered a shock when Apple 
suddenly launched Apple Music. Similarly, the company I founded also 
took a hit when Google announced they were creating a similar service. 
These events are a welcome reminder that we are dealing in the 
business of uncertainty. When you start attracting more growth-
oriented investors, they tend to be much more focused on numbers and 
quarters.” Founders have to remain confident and not be disheartened 
when investors point to poor data. “I believe what we’re doing is not 
science; it is important to see beyond just the numbers,” Kotting adds.

That said, many businesses do fail – for myriad reasons. If you reach the 
end of the road, there are several options. In many cases, the company 
goes bankrupt and the venture capitalist sells off anything of value. 
Founders can limp on, raising more and more money by promising 
unrealistic exits to investors.

But such people “really blot their copybook”, Glover says. “They keep 
on raising money from different types of investors and the old ones get 
screwed. And then the next generation gets screwed, and they leave a 
trail of bad luck.” Alternatively, they can sell the business or bring in 
someone else to run it. Whichever they choose, it is important to think 
of the employees. “It’s a bit like taking on shareholders – when you take 
on employees, you have obligations as well. They work for you, but you 
serve them and your reputation as an employer will stick with you,” 
Glover adds.

And your reputation really matters, because in many cases failure is not 
the end of the road. “Most of the entrepreneurs I see are young and 
hungry PhD students and they don’t mind failing,” Astebro says. “They 
say, ‘this is a fantastic ride’, and six months later their idea has bombed 
– often the high-tech businesses we see have technical problems or they 
just couldn’t find customers, so they have to decide what to do next. 
But usually, once they have experienced this very different way of living, 
they don’t want to go back.” As the writer Samuel Beckett, perhaps the 
patron saint of entrepreneurs, put it: “Try again. Fail again. Fail better.”

THE FIRST STEP 
WHEN THINGS 
START TO GO 
WRONG IS NOT TO 
PANIC. EVERY 
COMPANY, EVEN 
THE VERY BEST 
ONES, WILL HAVE 
QUARTERS THAT 
LOOK MISERABLE”

“
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