The dialectics of leadership during growth

Leadership for growth creates conditions for its failure
Small consultancies on a growth trajectory often create the conditions of redundancy for their current leadership focus. In other words, the leadership style that gets them to growth stage one creates problems in growth stage two. The solution for the growth leader is a new leadership style that, whilst suiting growth stage two, creates problems in growth stage three, and so on. 
In philosophy, this evolutionary dynamic is known as dialectic (specifically Hegelian dialectics): a logical contradiction which, over time, generates change. For consultancies then, successful growth requires a resolution, ideally an anticipation, of the coming contradictions which the current leadership style is creating during growth. 
Let us get a little more pragmatic. What does this mean in practice?
Trap #1: The resource trap
Among my own clients and those I’ve studied, the newly established solo consultant is commonly characterised as highly entrepreneurial and risk-taking, primarily focused on cash-flow and building sufficient cash reserves for growth. 
As a result, new founders are often focused on getting as much paid work through the door as possible. Without a reputation in a specific niche or a strong pipeline of previous clients or referrals, the new independent consultant is often forced to accept a gamut of varied work, which is often not as well paid as his peers that have well-established reputations.
Sometimes, this can lead to a death spiral for a new consultancy: a feast/famine pipeline, high levels of anxiety, low day rates, and general inexperience in running a consultancy leading to weak or no strategy. Together these are some of the reasons why 40% of new consultancies fail in their first 3 years. But, in some ways worse, for others these can result in a ‘limping along’ in a cycle of work, chasing work, chasing payment and worry. The result is a ‘death by a thousand cuts’ where the ultimate point of death is determined by the bloody-mindedness of the founder.
Escaping the Resource Trap
Yet, it is wrong to see the hand-to-mouth stage as abhorrent and unnecessary. It is indeed true that many founders can skip this phase, but they do so due to pre-existing resources. They either possess enough cultural or reputational capital to immediately begin charging higher prices (for example, they may have been a partner at McKinsey with a strong reputation in their field) or they have sufficient temporal or financial capital to invest in the branding, thought leadership and strategic machinations necessary to charge higher prices. Others may have started their firms with other partners which creates economies of scale from the outset, such that resources are made more of and costs are absorbed more easily.
For those that are not blessed with such resources from the outset, the resource trap is often a necessary stage but one which can only be escaped if they accumulate the resources to move on. It is well known (now) that what needs to happen for the solo consultant to improve their lot is to free up time to think strategically: working on the business rather only in the business. Here are four ways in which this is done:
· Compete on quality, not price. 
· Do repeat work
· Outsource
· Pursue easy sales
· Associates
To some extent, providing the consultant does relatively good work, this is partly a function of time: good work leads to referrals and repeat business. This, in turn, means that the consultant can spend less time chasing clients and more time building up cash reserves and focusing narrowing their spread of work. Yet, by itself, time is insufficient. To do well in stage 2, the leader need to be proactive about working on this business: establishing systems, improving their marketing, automating where possible, outsourcing low value tasks, working with associates, and most importantly, thinking about the strategy and plan of the business: is it delivering a valuable thing in a growing niche? If not, what’s the plan for getting there? Indeed, what is the plan for growth and what does this entail?
In stage two, the successful leadership is modified rather than transformed. It is still often focused around one person, and it is still highly entrepreneurial, risk-taking, and to some extent reactive to events beyond the consultant’s control: the loss of a large client, an illness, a recession or a new piece of legislation can wipe out the solo consultant that is not nimble and brave enough to pivot their business quickly. Such leadership gets a little trickier

Independent entrepreneurs require energy, risk taking, and creative leadership from a founder who must remember to work both in the business and for the business. However, as the leadership team expands, impulsive risk-taking without proper communication causes friction.
Leadership then becomes more communal and depends on negotiation, listening and teamwork. However, as the company grows even larger, it becomes clear that owning stock doesn't always make you a great leader.
To help this, a more professional approach to leadership is required. Leadership roles are defined and specialists in finance, HR and later in marketing are sought. A big challenge here is for the founder to learn to delegate without micromanagement.
Going from the growth phase to the scaling phase requires another change. Leaders focus more on processes, building the systems that allow others to operate without constant input from the top.
This evolution of growing companies is difficult and requires a fundamental transformation not only of the company, but also of the person at the top.
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1. You can skip stages with money, people and the right clients!
2. What remains constant? Vision, passion, values.

There are few variables as important as leadership in influencing the success of small consultancy growth. Yet, most studies of leadership focus on the big names (this undoubtedly sells more books!). 
Yet, for the small founder-led consultancy, big firm studies are of little use. Most big names are large bureaucracies with highly specified roles, decision-making and processes, all supported by integrated IT systems. Innovation is low, leverage is high and ‘control’ and ‘margins’ are often more important than innovation and client delight. In other words, completely the opposite of the highly precarious, creative and unstable environments that most founders experience when growing a small consultancy.

