A PRACTICAL GUIDE FOR GROWTH-STAGE CEOs

WHEN GROWTH
OUTRUNS THE BUSINESS

5 signs your company has reached an operating inflection point — and what a CEO should do next

Growth creates strain before it creates failure.
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before it creates failure five dimensions of operating capacity = your company stands today
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THE QUESTION BEHIND THIS PAPER

What happens when a company is still growing, but the way it operates has not
kept pace?

Growth rarely breaks a business because people stop working hard. More often, the company reaches a point
where the habits, roles, processes and decision patterns that once made it fast begin creating friction.

This paper is a practical guide for CEOs who sense that the business has changed — and that the operating model
now needs to change with it.

Growth changes the job of running the company

In an early-stage business, speed often comes from proximity. The founder knows the customers, sees the
numbers, makes the key decisions and can quickly solve a problem. Informal systems work because the
organization is small enough for context to travel with the people.

Then the company grows. More customers create more exceptions. More employees create more handoffs. New
managers create more decision points. New products, locations and functions create dependencies that did not
exist before.

The business may still be healthy. Revenue may still be rising. But operating friction begins consuming an
increasing share of leadership attention.

That is growth strain.

WHEN GROWTH OUTRUNS THE BUSINESS - 1



Growth Strain occurs when the complexity created by growth begins increasing faster than the organization’s
capacity to absorb it.

BUSINESSCOMPLEXITY - OPERATINGCAPACITY = GROWTHSTRAIN

This is a conceptual model, not a literal calculation. As complexity rises, leadership, decision rights, operating discipline,
processes and systems must mature with it.

Research supports the pattern. McKinsey notes that scale-ups must evolve their structures, ways of working, talent
systems and leadership as they mature, while Bain describes a recurring growth paradox: growth creates
complexity, and unmanaged complexity can eventually slow growth.

The mistake is assuming the answer is simply more process. A growing company needs the right amount of
structure in the right places: enough to create clarity and repeatability, but not so much that it loses speed,
ownership or customer focus.

Five signs growth is outrunning the business

n Too many decisions still find their way to the CEO

The CEO has hired capable leaders, yet important decisions continue to climb back to the top. Sometimes the
issue is delegation. More often, the organization has never clearly defined who has authority to make which
decisions, what requires escalation, and what outcomes each leader truly owns.

The result is a hidden tax on growth: decisions queue up around one person. Managers learn to seek approval
rather than exercise judgment. The CEO spends more time resolving operating questions and less time on
strategy, talent, capital allocation and the future.

McKinsey’s work on scaling emphasizes streamlined decision making, clear roles and clarity about who has the
final say as organizations mature.:

ASK YOURSELF: Of the last 10 meaningful decisions | made, how many should someone
else in the organization have been able to make?

ﬂ Everyone is busy, but the most important things aren’t moving

Activity is not execution. A company can have dashboards, project plans, leadership meetings and long lists of
initiatives while still failing to advance the few priorities that matter most.

This usually shows up as competing priorities, unclear owners, deadlines that move quietly, or recurring issues that
appear in meeting after meeting. The problem is rarely effort. It is the absence of a simple operating mechanism
that converts priorities into ownership, measures progress and forces tradeoffs.

ASK YOURSELF: Could every member of my leadership team name our three most
important company priorities — and identify the single person accountable for each?

n The leadership team has not grown as fast as the company

The people who helped build the company deserve respect for what they created. But growth changes roles. A
strong functional contributor may now need to lead managers. A leader who once succeeded through personal
heroics may need to build a system that works without them.
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The question is not simply whether someone is good. It is whether the leadership team, as currently designed, is
capable of running the company the business is becoming.

McKinsey identifies people and organizational issues as major risks during the scale journey and highlights
leadership capabilities at scale as a core requirement.:

n Critical processes live in people’s heads

At a smaller size, tribal knowledge can feel efficient. As volume grows, that same dependence becomes
operational risk. Quality varies by employee. Training takes too long. Customers get different answers. Key
knowledge disappears when someone leaves.

The solution is not a manual for everything. Start with the processes where inconsistency creates the greatest
customer, financial, compliance or execution risk. Standardize those first.

“ The CEO is running today’s company instead of building tomorrow’s

This is often the cumulative effect of the first four signs. The CEQO’s calendar becomes the best diagnostic of the
operating model. If most of the week is spent resolving internal issues, approving routine decisions, chasing
follow-through or filling leadership gaps, the company may be consuming the capacity it needs for its next stage.

ASK YOURSELF: If | disappeared from day-to-day operations for two weeks, what would
slow down, stop, or come back to me the moment | returned?

The Growth Strain Framework™

The response to growth strain should not begin with an org chart or a new software platform. It should begin by
examining five dimensions of the company’s operating capacity.

|+ o et

What are the 3-5 priorities that matter most now — and what are we

1 Strategic clarity deliberately not doing?

Decision rights & Who owns each critical outcome, and do they have the authority to
accountability make the decisions required?

Do we have the right leaders, in the right roles, operating as one team

3 Leadership capacity for the next stage?

How do we review performance, surface problems, make decisions and

4 Operating cadence follow through?

Which processes, systems, metrics and controls must become

5 Execution infrastructure ;
repeatable as volume and complexity grow?

The dimensions reinforce one another. A company cannot create meaningful accountability if priorities are unclear.
It cannot create an effective cadence if leaders are misaligned. And adding systems before clarifying ownership
often automates confusion rather than solving it.

The operating principle
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Build enough operating capacity to absorb the complexity created by growth — while preserving the
speed, ownership and customer focus that made the company successful in the first place.

Operator’s perspective: scaling inside a regulated
industry

One of the clearest lessons about growth strain comes from experiencing it from inside the business.

| joined a merchant services company serving a highly regulated industry when the organization had 15 employees
and $18 million in annual revenue. A little over two years later, revenue had grown to $46 million and the team to
more than 80 people across expanding domestic and international operations. During that same period, we also
launched three ancillary businesses, adding new capabilities and opportunities while increasing the complexity the
organization had to absorb.

The challenge was not simply generating more revenue. The company itself had to change while we were growing
it.

During that period, we built out the leadership team and functional capabilities across the organization; established
operating cadences, KPIs and accountability; developed policies, SOPs and more repeatable processes;
strengthened compliance and risk management; and improved elements of the technology and data infrastructure.

Some of the most important work involved knowing where not to add structure. A growing company can easily
respond to complexity by creating layers, meetings and approvals. That may make the organization feel more
controlled while actually making it slower.

ASK YOURSELF: What needs to become repeatable so the company can grow without
requiring the founders — or any single employee — to hold the system together?

That experience shaped the Growth Strain Framework. Scaling is not primarily about installing more process. It is
about deliberately increasing the organization’s capacity to make decisions, assign ownership, develop leaders
and execute priorities as complexity increases.

A practical test
If a process only works because a particular person remembers every exception, it is not yet a
scalable process.
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Growth Strain Assessment™

Score each statement from 1 (rarely true) to 5 (consistently true). Answer based on how the company operates
today, not how it is supposed to operate.

Strategic clarity

1 Our leadership team can name the 3-5 priorities that matter most right now. 12 345
2 We make explicit tradeoffs when new priorities compete with existing ones. 12 3 45
3 Teams understand how their work connects to company-level outcomes. 12 3 45

Decision rights & accountability

4 Every critical outcome has one clearly accountable owner. 123 45
5 Leaders know which decisions they can make without CEO approval. 12 345
When commitments are missed, ownership is visible and follow-through is
6 123405
expected.
Leadership capacity
7 Our leadership roles match what the company needs at its current stage. 12345
Leaders solve cross-functional issues together rather than protecting
8 . 123 45
functional turf.
We address leadership gaps instead of allowing the CEO to compensate for
9 . . 123 45
them indefinitely.
Operating cadence
10 We have a consistent rhythm for reviewing performance and resolving 1 2345
issues.
Meetings lead to decisions, owners and deadlines rather than repeated
1" ; . 123 45
discussion.
Our KPlIs help leaders act; they are not simply reporting for reporting's
12 123 405
sake.
Execution infrastructure
13 Critical processes are repeatable and do not depend on tribal knowledge. 12 3 45
14 Our. systems and data give leaders enough visibility to manage the 1234 5
business.
We add process selectively where inconsistency creates meaningful risk or
15 - 12345
friction.
Growth Strain Score™: /75
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What your Growth Strain Score may be telling you

m Interpretation What to do next

The operating model is supporting growth. Focus on
60-75 Built to absorb growth preserving clarity and speed as the company becomes more
complex.

The business is functioning, but friction is becoming visible.
45-59 Growth strain emerging Identify the lowest-scoring dimension and address it before
adding more complexity.

The company may be relying too heavily on individual
30-44 Operating inflection point  heroics, informal decision making or the CEO. Prioritize
operating-model changes rather than simply adding activity.

Execution risk is likely systemic. Narrow priorities, clarify
decision rights and accountability, and address leadership or
infrastructure gaps in a deliberate sequence.

Growth is outrunning the
organization

15-29
Do not over-read the number.

The value of the assessment is the pattern. A company may score well overall while one weak dimension creates
disproportionate friction. Strong systems cannot compensate for unclear accountability, and a talented leadership
team cannot execute consistently if priorities change every week.

Start with the constraint that is creating the most drag on the business.

90-day focus

Choose one Growth Strain dimension. Define the two or three changes that would materially improve
it. Assign owners, set a review cadence, and measure whether CEO involvement and operating friction
actually decline.

A question worth asking

If your company doubled over the next three years, what would break first?

Would it be your leadership team? Decision making? Processes? Financial visibility? Customer experience? Your
own ability to stay out of the weeds?

Whatever your answer is, that is probably where the next stage of the company needs to begin.

Growth creates a new management problem before it creates an obvious crisis. Growth creates strain before it
creates failure. CEOs who recognize that strain early have an opportunity to increase the organization’s operating
capacity deliberately — before complexity redesigns the business for them.
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About Tom Wondra

Tom Wondra is a CEO advisor and experienced operating executive who works with growth-stage leaders
navigating the organizational and operating challenges that come with scale. His work focuses on strategic clarity,
decision rights and accountability, leadership capacity, operating cadence and the execution infrastructure required
to grow without unnecessary bureaucracy.

CEO Adyvisor | Growth-Stage Companies

Curious where your company is experiencing Growth Strain?
I’'m always interested in comparing notes with CEOs navigating the same transition.

tom@tomwondra.com | tomwondra.com | linkedin.com/in/tomwondra
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The Growth Strain Framework, Growth Strain Assessment and Growth Strain Score are practical advisory tools developed for this paper. The
assessment is intended as a management diagnostic, not as a validated psychometric instrument.
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