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1 What is a Big Fast Grower?

Many start-ups take a leap of faith, with dreams
of becoming a unicorn. While few reach these
lofty heights, many experience significant,

rapid growth before finding themselves at a
Transformation Crossroad. At this point, the
mantra ‘what got you here, won't get you there’
rings true.

We call them Big Fast Growers, or BFGs (consider it an
homage to Roald Dahl). Blue Seed defines a BFG as one that
scales from a small business to a large firm in under 20 years.
The approximate metrics for this growth include growing
turnover from zero to >$200m and/or scaling the workforce
from zero to >150 within a two-decade period.

Australian examples include the a2 Milk Company, Smartgroup,
Afterpay, iSentia and Atlassian. Internationally, there are many
like Netflix and Uber. Some Government Business Enterprises
like NBN Co. and Western Sydney Airport, who operate like
start-ups in their early phases before scaling, stabilising

then implementing to their purpose, follow a similar path

with similar challenges, albeit a different focus, funding and
stakeholder environment.

66 ...what got you here,
won't get you there...

BFGs face unique transformational challenges, as they A primary goal must be to maintain their growth trajectory,

progress from infancy to adolescence in a rapid time-frame. positive organisational traits and avoid succumbing to

Much is at stake as they rapidly grasp market share and aim the internally focused bureaucracy experienced by

to preserve and build on it. Unlike competitors, their size is incumbent competitors.

large but organisational systems, processes and culture are

still developing and must evolve to meet their newfound scale. Given this, BFGs need carefully planned approaches to
executing organisational change as well as developing

But as they mature BFGs like to tread carefully, not wishing their own capability and capacity to change organisationally.

to become like competitors - that risks sacrificing comparative Failing to evolve through each stage of maturity could

strengths like their hands-on, entrepreneurial culture and leave them playing catch-up if competitors shift gears faster.

lean processes.
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2 Behind the Curtain of a BFG

Understanding the unique characteristics of how BFGs organise themselves is

important in determining what they can and should change, why they should and how.

BFGs share many of the following organisational traits:

Smart risk-taking combined with luck led to attraction of market-share in BFGs'

. early stages. Most changes thereafter were simply about adapting to scale, rather
Entrepreneurial culture i N Py i

. . . than transformative operating models, technology and culture change. Earl
and a ‘small irm mindset & < < 9 v

success proves their model works; however, it can make the culture resistant to
changes perceived as abandoning the tried and true approach.

Rapid decision-making, front-line access to executive leaders and a focus on

.. teaming and relationships over process and committees to drive initiatives. This

Minimal bureaucracy . , o
can be very rewarding for staff and make BFG culture resistant to corporatisation

of their organisation.

Excel spreadsheets are often the go-to ‘database’ rather than ERP systems
and repeatable processes, with plenty of manual effort. Organisational changes are

Organisational systems
are a work-in-progress

often delivered by subject-matter-experts, rather than project delivery professionals
so results are mixed. Capability is routinely outsourced for immediate results, rather
than invested in for the long-term.

Starts as the disrupter but
the risk of being disrupted
looms large in the second
decade

Their product is often unique, targeting an untapped ‘non-customer' market or it may
represent superior quality or value for money in an existing market. However, the risk
of being disrupted in the near future is always a threat.

While they may have experienced significant organic growth, their early success puts
Growth through them in a position to dominate smaller competitors before acquiring them (locally or
acquisition abroad). Acquisitions sometimes result from

vertical integration as the firm scales.

Going public enables investment and growth while adding new levels of scrutiny,
overnance rules, transparency, accountability and expectations of management.
Recent or planned IPO ¢ _ o ° y L / r? .g..
This creates tension in the culture as it is seen as creating red-tape and limiting

risk-taking while also enabling injections of valuable capital.
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3 The Core Transformational Challenge of BFGs

BFGs experience significant success in their early
years, often through their ability to disrupt the market
with an attractive, new product and brand. But as they
reach ‘adolescence’ growing pains set in, operationally
and strategically as they face what we call a
Transformation Crossroad.

The Transformation Crossroad is a point in time, where the
business must make significant changes to avoid plateau or
downturn. Driven both by external forces and the evolution

of internal operations, BFG's change response should centre

upon retaining core strategic strengths, maintaining growth
and mitigating the risk of organisational issues arising.

In the early growth stage, BFGs' operational focus tends to be

on meeting increasing customer demand by scaling headcount,
opening new offices and opening product distribution and service
channels. But as the workforce expands into the hundreds and
operations extend into multiple geographies, there is a need to
implement new operating models and technology; for leaders to
proactively manage and shape organisational culture; and for

all employees to meet regulatory obligations.

With these challenges in mind and given the increased
frequency of change, there is a need for the business to
get better at implementing change, so it happens fast,
with minimal disruption to business operations and
customer delivery.

CHART 1 | Fast-growth firm trajectory - how can BFG businesses get to Point (b) without falling to Point (x)?
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4 Navigating the Transformation Crossroad

As Chart 1 showed, to maintain their trajectory BFGs
must strive for organisational reinvention. This means
retaining (some) qualities that led to success while
driving maturity that supports increased scale and
sustainable financial performance.

From our experience partnering with BFGs, the
following change management priorities support
the path to reinvention.

ORG CHANGE PRIORITY #1

Develop a feasible, people-centred
technology change strategy

BFGs should have a number of organisational technology
projects on the horizon, centred around automation, improved
data management and generally supporting their increasing
scale. Investing in understanding each tech change and how it
impacts employees, the operating model and culture, at the
very outset, will pay dividends come implementation and yield
strong return on capital investments.

By examining how all tech projects intersect and impact the
workforce, rather than planning each in isolation is also valuable.
This means a more feasible change road-map can be developed,
with the end-user's experience of the change portfolio,

front-of-mind - not just time and cost to install the systems
themselves. It also enables executives to identify implementation
risks, such as having too many projects impact employees at the
same time, which can destabilise sales and service.

66 BFGs should have a number
of technology projects
on the horizon...

Also, in our experience, many BFG employees grow
accustomed to using their own personally customised
processes, spreadsheets or similar data management tools.
They can be reluctant to support standardisation, letting go of
their sense of patch control. They also will not have experienced
the overwhelm of constantly learning new systems and related
processes at this new depth and frequency.

Perhaps most important to be aware of is that top talent will
be attracted to a successful BFG brand, but if poor systems
and processes limit their ability to experience high-impact
work, retaining them will be a challenge.

This only furthers the cause, for planning the tech-enabled
change road-map very carefully, incorporating a compelling
rationale for the changes to occur.

Better at change
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ORG CHANGE PRIORITY #2 As Chart 2 shows below, BFGs can buy in the expertise, invest in

. Lo . developing their own permanent change management process,
Enlist specialist project and change

. o= systems and people change capabilities or a mixture of both.
delivery capabilities

In their infancy (first two decades), BFGs often transfer

subject-matter experts (e.g. staff from sales, service or

other business units) into part-time project delivery roles, to

implement change. While these employees possess corporate

knowledge, strong internal relationships and are capable of

driving incremental changes, their ability to analyse, plan and

execute more complex, large-scale change is often limited. Blue Seed has helped many CEOs and transformation leaders
chart a course to improved change capability. In our experience,

At the Transformation Crossroad, BFGs need to develop a more every company and their contexts differ slightly, so it is critical

advanced organisational change capability but first they need to o (ift their change capability in a way that fits their unique goals,

decide what Change Capability Assets to develop and how they culture and timing. However, given their stage of maturity, most

will do it. This could mean training existing employees, recruiting BFGs will be focused on the first three steps shown in Chart 2.
change delivery contractors, developing tailored delivery

methods and frameworks or simply consulting an expert advisor.

CHART 2 | Change capability development ladder - approach should be based upon change scale and volume

Higher cost and impact, . v Establish centralised program & change delivery functions, with
for larger scale/volume ,*

. dedicated full-time change delivery resources acting as an

transformation . ) internal consulting function.
. ‘ Develop enterprise transformation portfolio infrastructure, investing in Change
o Capability Assets such as change frameworks, governance, methods and
. : community focused on capability building.
Lower cost and KR Buy in consultant expertise and/or liquid workforce of implementation contractors assigned to each
impact, for lesser - change project, to enable delivery effectiveness
scale/volume  .°
of change ,° :
o : Develop project and change knowledge, skills and experience in business resources. For example, delivering
. ‘ change leadership development or ‘change management for non-change managers' programs to support
o’ planned changes.

Limited change capability. No project and change framework/methods. Dependent on business subject-matter experts to deliver
change projects.
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ORG CHANGE PRIORITY #3

Evolve employee culture without throwing
the baby out with the bathwater

To grow at pace early, BFG culture had to be:

+ Entrepreneurial

© Risk-tolerant

« Competitive, sales-driven

*  Family-like camaraderie

« Execution focused

« Flat, non-hierarchical behaviour
(as well as structure)

* Hands-on ‘roll-the-sleeves-up' approach

However, as scale and complexity set in, along with competitor
threats, the original culture may turn into a risk to continued
growth. New culture priorities must be identified

and embedded.

For example, instead of just being competitive, sales leaders
may need to be more collaborative, as they engage more
abundant resources across the business and across
geographic locations to secure large customer opportunities.

Also, while execution is the bulk of success in smaller
enterprises, at the Transformation Crossroad, leaders need
to be thinking beyond just ‘doing’ to thinking about how to
do it better, as a whole.

For example, a BFG client of ours in the financial services space
embarked on a project to transition a large number of customers
from one product to another. While they had done this several
times before, it had always been problematic, as they had never
put in place a reusable change methodology for executing it.
This meant past pitfalls weren't always avoided, leading to
undue costs and significant resource pressure.

We then recommended establishing a reusable methodology
and framework for delivering similar changes in future, to avoid
the trend continuing.

66 ...new culture priorities must
be identified & embedded...

Simply seeing this need, required a culture shift from their
traditional mindsets of ‘just execute for the short-term' to

one of 'improve to get better for the long-term’.

The BFG culture trait of being entrepreneurial could be
expanded to encompass ‘intrapreneurship’. While they are
similar in mindset and creativity, navigating internal complexity
to enable innovation necessitates new approaches in larger
businesses. Innovation should extend to operating models

and culture (inward focus) in addition to products and business
model (outward focus).

Whatever the cultural evolution, it starts with understanding the
gaps and how to transition through them. This requires reflection
and action at the leadership level and carefully executed
culture-shaping interventions.
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ORG CHANGE PRIORITY #4

Integrate acquired businesses,
to capture operational benefits

While not all BFGs grow through acquisition, those that do,
should seek operational synergies by merging key functions
of acquired business units, to fully leverage cost efficiencies
and profit as well as newfound scale and customer reach.

Depending on the situation this could mean re-design of the
whole group’s operating model, or it could mean integrating
only support functions of HR, Finance and Technology (or any
number of other options).

Merging business units, processes and systems is complex
but more ‘black and white' than the people challenge of

merging cultures.

Unifying the group's culture to operate as ‘'one team'’ can
maximise collaboration and sharing of resources. However,
this requires employees to let go of their attachment to
existing culture. Sacrifices will need to be acknowledged and
dealt with in a respectful, engaging way, to bring employees
on the journey. All employees should play some part in
creating the new culture.

66 ...the distinctive culture of each
merging business could be an
essential part of their strategic
positioning and customer
value perception...

It is also important to determine the degree of integration.
In some cases, the distinctive culture of each merging
business, could be an essential part of their strategic
positioning and customer value perception. In this case, it
may be best to retain both cultures at least in the frontline
sales and service business units.

However, there could be significant efficiency gains in merging
HR, finance and other support functions, with adequate cultural
similarities in these areas to enable success. A good example
of this was when Westpac acquired St George Bank, they
adopted the now famous ‘one kitchen, many dining rooms'
metaphor for merging back-office but preserving distinctive
brands and distribution.

BFGs should carefully assess their situation and take the
post-M&A integration approach that helps them take the
upward path beyond the Transformation Crossroad.
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ORG CHANGE PRIORITY #5

Re-design the operating model
for today and for future agility

Even if the business grew organically, organisation
re-design should be an ongoing consideration.

As the rapid pace of growth turns small teams into large,
complex divisions, strengths and weaknesses in the operating
model should be evaluated and re-engineered as needed.

Incremental changes to the operating model should be routinely

implemented but at a certain point, more radical changes
may be needed, to accommodate new locations, new product
lines, brand strategies or new business units like HR, Health,
Safety and Risk.

Operating model changes must support strategic goals and
their implementation demands clarity and alignment throughout
the leadership team. It is critical that leaders communicate

why the new model is necessary, how people are impacted

and how they need to behave within it, to ensure the target
benefits are realised.

5 Conclusion

BFGs are having a substantial impact on Australia’s
economy and society, through their innovation and
competitive force, driving productivity and benefiting
consumers. Many of these firms will mature into our largest
employers, with a chance for even greater positive impact.

This is why Blue Seed sees BFGs as one of the most important
markets for Australia’s future.

e thrive in our partnerships with BFGs, as our consultants
live and breathe innovation and change. Our work with BFGs
and mature businesses, across numerous sectors enables us

to bring advice on the opportunities and pitfalls of developing
organisational change capability and delivering lasting change.

Injecting the right ingredients at the right time, we help BFGs
navigate the Transformation Crossroad and continue their
upward trajectory as a market leader.

66 ...we help BFGs navigate the
Transformation Crossroad
and continue their upward

trajectory as a market leader...
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