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How Companies suCCeed—Why Many Don’t

overview 
Successfully launching and then growing a company to 
scale is rare. The companies that succeed are those that 
innovate, build a strong foundation, create a culture of 
performance, establish a successful financial model, ac-
cess capital, and align all stakeholders. These are the rare 
companies that make the transition from initial success 
and re-launch themselves to significant scale. Building a 
successful, scalable company is neither easy nor fast, but 
based on the experiences of these panelists—it is pos-
sible. There are proven best practices that can increase the 
chances of scaling and of success.

Context
in introductory remarks, rick Williams observed a “renais-
sance of entrepreneurship” taking place in Boston and 
throughout new England, with a vibrant startup ecosystem. 
The challenge for all startups and mid-market firms is translat-
ing entrepreneurial energy into scalable, sustainable success.

The panelists drew from their extensive experience as 
successful entrepreneurs, investors, directors, consultants, 
researchers, and mentors to share their views on what it 
takes to successfully launch a company and scale it.

Key takeaways 
Most companies stay small, unwilling or unable to 
do what it takes to succeed and get to scale.

According to data assembled by Doug Tatum, there are cur-
rently around 20 million businesses in the United States, 
yet only 12,000 to 13,000 of them (less than 0.1%) have 
250 employees or more. Of the more than 99.9% of busi-
ness with fewer than 250 employees, most have fewer than 
20 employees.  

Those rapidly growing companies with just under 100 
employees are the success stories that drive the entire 
economy according to Tatum. They hire five times more 
often and generate eight times more jobs than companies 
with either fewer than 20 or more than 100 employees. 
Meanwhile, companies with more than 500 employees are 
shedding jobs at a breathtaking rate.

rick Williams commented that most companies plateau, 
as few successfully break through the $10 to $15 million 
revenue threshold and continue to grow. in Doug Tatum’s 
experience and research, companies often grow to a certain 
level then get stuck in “no man’s land.” They are neither a 
“small giant”—a successful, profitable business which the 
owner has intentionally chosen to keep small—nor a scal-
able enterprise. 

“I believe we are in a transition and an economic inflection 
point . . . we’re in a different world. ”
– DOUG TATUM
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Among reasons shared by the panelists why companies 
stay small and never get to scale are:  

 � They fail to innovate. Small companies keep doing the 
same old things. They don’t see or seize new opportuni-
ties and don’t venture outside of their comfort zone. Suc-
cesful companies constantly and repeatedly innovate. 

 � They don’t take the time to develop a great product/service 

and continue to innovate. Kent Plunkett, who founded and 
built Salary.com over 12 years, before it was acquired by 
IBM, finds that many entrepreneurs are so impatient to 
launch a business that they haven’t planned adequately. 
They haven’t designed a great product and tested it 
adequately with customers to gauge reaction. As a result, 
they launch, fail, and have to “pivot.” Successful compa-
nies design a great product through iterative customer 
testing, making it unnecessary to pivot.

 � They lack a scalable financial model. Some small and 
mid-size businesses grow to a certain size and then 
get stuck. They have an economic/financial model that 
simply isn’t working. in many situations, business leaders 
don’t understand the “profit zones” of their business. Suc-
cessful business leaders must have a deep understand-
ing of where profitability comes from in their industry and 
develop scalable financial models.

 � Their culture is based on loyalty. in these companies, key 
staff are valued for their loyalty. CEOs don’t make hard 
decisions to bring in new leaders with different skills. in 
companies that grow to scale, performance is valued over 
loyalty.

 � They are unable to access capital. There is a tremendous 
amount of money available to companies that do reach 
scale. But there is a significant capital gap. Building rela-
tionships that bring access to equity and debt funding is 
an essential requirement for companies growing to scale.

Successful companies that grow and scale share 
many common characteristics.

Moderator rick Williams and each of the panelists have 
all been part of successful, scalable companies. The rare 
companies that succeed and achieve scale exhibit a unique 
set of characteristics:

 � Are truly innovative. These companies find huge oppor-
tunities where a new technology or capability can create 
a big new market. They are asked by customers to solve 
difficult problems, make promises to customers to do it, 
and then have to figure out how to solve the problem, or-
ganize, create repeatable processes, and deliver—which is 
how innovation takes place. To innovate, companies must 
know what they are great at and must create repeatable 
processes that add value.  

 � Establish a proven financial model. Companies that 
successfully scale understand the profit zones of their 
industry. They understand the customer acquisition costs, 
the lifetime value of a customer, and how to make money 
at scale. They develop and perfect a financial model that 
works at scale.

 � Build a great foundation. Companies that scale get the 
basics right at the outset. For Plunkett, this means de-
signing the brand (the name, colors, website, marketing 
campaign); developing and testing the product; engaging 
in extensive planning; and raising initial capital.  

 � Create a management culture of performance. Doug Tatum 
asserted that companies which scale evolve from a 
culture of loyalty to one of performance. The ticket to the 
inner circle is earned based on performance. in Plunkett’s 
experience, it always becomes apparent that certain 
people involved in founding a company aren’t the right 
ones to scale it. it then becomes necessary to replace 
some or even all the founders with senior staff having the 
skills, temperament, and interest in leading a 

Rick Williams and Doug Tatu

Kent Plunket
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larger corporation. Marguerite Piret agreed, stating that 
transitioning from the development phase of a business 
to the growth and expansion phases requires managerial 
flexibility, which typically means management changes.   

 � Create alignment, especially with investors. in Piret’s ex-
perience, those companies that are able to scale nurture 
alignment among all key stakeholders on vision and 
strategy, as well as goals and operational plans. Particu-
larly important is alignment between management and 
investors, which is aided if managers are able to think 
like investors, be constantly valuing the business, and 
focus on where the value lies. Part of having alignment 
is having mechanisms in place for dealing with  
disagreements.

 � Break through to the other side. rick Williams sees com-
panies that break through as those that surpass $10 to 
$15 million in revenue and continue their rapid growth. 
Among the keys to breaking through are: setting achiev-
able goals that boost morale when goals are hit; engag-
ing in zero-based budgeting with realistic assumptions; 
focusing on sales management (Plunkett recommends 
that CEOs spend 40% of their time managing the sales 
process); generating excess profits; and hiring the right 
people.

 � Get access to capital. Companies that scale have leaders 
who understand how to raise capital by thinking like an 
investor, building relationships with investors, and com-
municating with investors on an ongoing basis. There is 
a great deal of capital available for savvy executives who 
grow their business large enough, have a compelling value 
proposition, and know how to interact with investors.

Conclusion
Even when the founders build a profitable company based 
on their insights and hard work, most of these companies 
do not break through the barriers to growth to a significant 
scale. The few companies that do grow to scale develop a 
leadership team with the right skills, constantly innovate, 
get access to capital, have a business and profit model that 
is scalable, and develop a culture of performance rather 
than loyalty. These rare companies are true innovators in 
their business sectors. They develop products that address 
real and changing customer needs, establish repeatable 
and scalable processes, build a profitable and scalable fi-
nancial model, and foster alignment between management, 
employees, and investors. These companies are creating 
most of the jobs and wealth in the country.

“It is essential to have alignment and to have methods for 
achieving alignment between all of the important parties 
within the organization, that means the management, 
the investors, the employees. ”
– MArGUEriTE PirET

“There’s a lot of things that if you can line them up and 
give them the jet boost they need, you can blast through 
those barriers at five and fifteen million dollars. ”
– KEnT PlUnKETT

Marguerite Piret

“The ticket to the inner circle has to change from loyalty to 
performance. to scale, this is perhaps the most important 
issue and most difficult decision. ”
– DOUG TATUM
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AbOuT NEWPORT bOARD GROuP
newport Board Group is a national partnership of executives with 
deep CEO and board-level experience across a wide range of busi-
ness and industry sectors. leaders of middle-market companies—
and their investors—engage Newport when they want their firms to 
grow faster, achieve higher valuations, expand to new markets, or 
be ready for sale or financing. We bring a depth of experience to 
our work with the CEO, the leadership team, and the board that is 
not generally available to companies of this size. And we bring  
fresh and independent counsel to the CEOs and boards we serve. 
newport is a unique national resource for investors and for  
companies that want to grow to significant scale.

For more information on newport, contact Sue lehrer PhD, national 
Practice Development Director, Sue.lehrer@newportBoardGroup.com.

Special thanks to rick Williams, Partner in the new England nBG practice, 
for organizing this conference and for leading the preparation of this 
Executive Summary.
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