CAN FOUNDERS LEAD SCALE
UP BUSINESSES?
Findings from “Born or Made” Research, 2018-2020

How can we tell when the Founder has “what it takes”
to lead the scale up?
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Can Founders Lead Scale Up Businesses

INTRODUCTION
This report shares the results of a research project led by Horizon37 to discover
how it is possible for start-up founders to go on to successfully manage their
business through the scale up phase.
This research is helping entrepreneurs, with the support of their investors, to
improve their performance in the scale-up phase by identifying (a) the highest
priority leadership attitudes and actions to achieve success, and (b) how to
develop them.
With 50% of founders not making it past the three year mark as CEO and an
average UK business survival rate of just 41%, the statistics reflect the size of this
leadership challenge.
During scale up, the contextual change can be enormous and so can the cost of
failure. So what sets those founders apart that can move beyond the technical,
beyond the hands-on, and develop into successful scale up leaders? What is the
difference that makes that all important difference? And what does it take to
achieve the required level of leadership performance??
We interviewed a cross section of current and former start up and scale up CEOS,
investors, advisors, and those who interact with them to ask ‘Can founders lead
scale up businesses?’
And perhaps more importantly, as coaches, we asked what interventions make the
most difference. Can successful CEOs be ‘made’, and if so, how?
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WHAT IS NEW ABOUT THIS RESEARCH
This research addresses a gap in the understanding of what it takes for a technical
founder CEO to make the transition to lead a rapid growth scale up business.
Extensive research into leadership strengths, styles, traits, and behaviours in
mature businesses tells us precisely what is needed for success there. We know,
for example, how to lead in order to build a company’s “vitality” (BCG), and which
four of the top 20 behaviours correlate with the highest total return to
shareholders (McKinsey).
But scale -ups are another matter. Churchill and Lewis (HBR 1983) first described
technology start-ups as exceptions to the normal 5-stage company growth model,
and hence the leadership needs of the CEO.
There are, of course, famous and inspiring case studies about founders who led
through scale-up to grow multi-billion pound businesses. Some published
research also provides insight as to what skills are needed, especially in strategic
decision making and managerial capabilities as drivers of growth (Koryak et al,
2015).
It is the nature of the early-stage business ecosystem that CEOs receive a lot of
anecdotal advice from seasoned entrepreneurs and learned investors about
leading a rapid-growth business. It’s based on deep, but not broad, personal
insight. The published literature presents the opposite problem. It’s too generic
and much of it is based on large businesses.
So, this research provides a consistent, practical and actionable understanding of
what CEOs need to be and do as leaders during a “scale-up phase”, and more
importantly how, precisely, they can be supported in their development.
“Building leadership capacity through local support remains a constant
theme of scaleup business leaders”
- Explore the ScaleUp Annual Review, Scaleup Institute, 2019
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What does existing research tell us about what is needed to be a successful CEO?
●

There is not only one way of being a successful CEO in entrepreneurship

●

CEOs are role-models – like it or not

●

CEOs need to be able to manage emerging complexity in the scale-up phase

●

The worst thing a CEO can do is to stand still*

●

Key behaviors are: supportive, results-orientation, seek different perspectives,
solve problems*

●

Decision-making biases compound when single personalities dominate

●

The more powerful someone feels the less likely they are to pay attention to
workplace dynamics

*research based on large businesses
Source: Literature Review - Appendix

Can we challenge the dogma that great scale up CEOs are “born with it” and
can’t be “made”?
Can tailored coaching support, mentoring and accrued experience precipitate the required
breakthroughs in performance?
The purpose of this research is for the entire ecosystem to use our insight to take
informed action to improve business performance

Working Definitions used in research
"Leadership" is causing results through others
"A Scale-up Business" is a 3-7 year old company that meets any/all of the following criteria:
1.
Have had VC or Angel backing at least £1m in total
2.
Or are £500k p.a. revenue generating (product market fit)
3.
Or have grown 20% revenue YoY from base £100k for three years
4.
Or have grown 20% in staff from base 50 for three years
"Success for a Scale-up Business" is a Merger or Acquisition, an Initial Public Offering, being bought by
an individual, or being sustainably profitable such that equity share-holders are bought out - within ten
years from founding
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FINDINGS
What can a great CEO deliver?
There are many ways to fail, and research participants shared many war stories
about how the poor leadership of a founder CEO led to the demise of the business,
for example, by wasting time on new products, arguments, culture wars or
raising money. Our participants also highlighted the impact that poor leadership
has on the team; creating tensions and frustrations, through indecisiveness or
lacking a clear vision, leaving the team unable to articulate the strategy, and
subsequently dis-engaging and losing talent.
“Get rid of the founder and you lose a year” - Richard Ord
A great CEO though, can strongly impact the outcomes of the business in the
scale-up phase, as highlighted by our research participants.

Our research team conducted 40 deep structured interviews with scale-up CEOs
(past and current) and investors. We enhanced and verified our insight by
surveying and coaching hundreds more, plus other leaders in the early stage
rapid growth business ecosystem.
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From this extensive research, we able to draw 4 key insights into understanding
what exactly is the impact of good CEO leadership:

What does this positive impact look like?
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Does the founder have what it takes?

Source: Horizon37 Born or Made Research 2018

Interviewees estimated these proportions for founders attempting to lead the
scale-up.
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Six Functional Areas
Assuming they have made it to the scale-up phase, the leadership attitudes and
actions the CEO chooses can have a bigger impact on performance than their skills
and experience. There are six key functional areas a CEO must master.
The successful CEO will:
1. Sell - Sell to the powerful three - customer, team, investor
2. Listen - Listen to the experts but don’t believe them all
3. Produce - Get the right things done
4. Build Team - Select, recruit, motivate, direct & empower diverse teams
5. Decide - Decide fast and slow
6. Refresh - Channel passion, build resilience
Analysis of the responses from all interviews and surveys has allowed us to
summarise the primary skills and attributes required to lead a scale up business.
Many respondents also emphasised that no "one size fits all".
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SELL - To the powerful three: customer, team and investor
Early on, the CEO must sell to her forming team. This first step moves her from
“doing” to “leading” by recruiting and retaining great people. Next comes selling
to investors. Angels and VCs might need selling a vision, the team, an innovation
or a concept. Finally, the CEO needs to transition to commercial viability by
delivering customer sales, or at least leading a strong commercial function to do
so.

Good Signs

Bad Signs

I come across as a credible expert in
the field of business we work in.

I sell what CAN'T be delivered.

I have a good instinct on what
opportunities to pursue and I
de-prioritise well.

I shy away from selling or don't believe
it really matters.

I understand and listen to customers
and analyse how they buy.

I alienate stakeholders with my sales
approach.

I get buy-in by showing passion for the
business purpose.

I come across as arrogant.

"Don't just implode in a flurry of Powerpoint" - Andy Phillipps
"You have to be clear and very focussed, so no one can misunderstand what
the goal is" - Charles Payne
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LISTEN - To the experts, but don’t believe them all
Listening is essential in a fast growth environment. A successful CEO uses insight
to be appropriately responsive to feedback, advice and expertise. He must choose
who to listen to, how to listen, what to ignore and what action to take. It’s a
balance: Take the blinkers off, but don’t get buried!

Good Signs

Bad Signs

I learn from real people and real
businesses.

I fail to listen to any advice.

I use experts and coaches to
understand my own learning.

I listen indiscriminately to all advice.

I am able to let go as the business
grows.

I shy away from disagreement,
challenging conversations or healthy
conflict.

I consider advice and feedback with an
open mind.

I get blinded by money.

“They have to be open to support in all its different forms – investors, direct
reports, advisors, board members – and to listen to established models” –
Damian Routley, Glow Media

"Advice is a form of regurgitated nostalgia" - Jon Dweck
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PRODUCE - Get the right things done
With limited resources and challenging goals, the CEO must prioritise and focus
on delivery. What will “move the needle”? What is wasteful or even a destructive
use of time? Focussed productivity by self and team is important.

Good Signs

Bad Signs

I prioritise well, focussing on what will
achieve the vision.

I fail to delegate by being too
controlling.

I pay attention to the right detail.

I shy away from implementation.

I deliver quick wins and build
momentum.

Once I get things off the ground, I go
down rabbit holes and lose the big
picture.

I have an underlying attitude of hard
work and pace.

I focus on the technical at the exclusion
of commercial priorities.

“The market changes and the competitive landscape. The skills that matter
now might change” – Sarah Turner
"You can't just be an ideas person, you lose respect if you don't follow
through" - Vidisha Joshi
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BUILD TEAM - Select, recruit, motivate, direct and empower
diverse teams
Is the CEO even relevant in the scale-up, or is it really all about the team? Either
way, the CEO’s recruitment of a strong and cohesive team is certainly paramount.
As the team grows it will look to the CEO for direction and autonomy.

Good Signs

Bad Signs

I select and recruit the right people.

I build teams in my own image (lacking
diversity).

I focus on retention and create a
values-led culture.

I fail to let go, and behave defensively.

I give clear direction, align, and
motivate the team.

I only see value in tech, and neglect
other functions.

I fire mediocre or poor performers
quickly.

I tell people precisely what to do, even
in that person's area of expertise.

"Build an excellent team just below the CEO and everything else falls into
place" - Peter Cowley
"Culture comes right from the top" - Shirin Deghan
“A stool has at least three legs, you need a leadership team” - Nathan Hill
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DECIDE - Win buy-in on fast and slow decisions
Some decisions are hard to make, but often as important as “the correct answer”
(should such a thing exist), is when and how decisions are made. The ability to
make decisions at the right pace is key to moving the business forward
successfully. Languishing over an urgent decision or rushing an important one
can be equally as damaging. Transparency on process helps gain buy-in.

Good Signs

Bad Signs

I know what the most important
decisions are at any given time.

I flit around being reactive regarding
business strategy.

I have confidence in my decisions.

I am closed-minded and blinkered.

I make urgent decisions without
unnecessary delay

I procrastinate on small decisions that
hold people up.

I take time to consider options carefully I fail to follow through or live with my
when making important strategic
decisions once made.
decisions

"Don't try to change things fast whilst at sea" - Simon Thorpe
"Build a network to do a reality check" - Rachel Kelly
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REFRESH - Channel passion, build resilience
The best CEOs recognise that they themselves are a resource to deploy. They take
steps to be on their A-game, attending to the highest priority activities, that only
they can do. In an environment where burn-out is a constant risk, they take action
to protect their energy, stamina and resilience.

Good Signs

Bad Signs

I have stamina.

I get bored or distracted.

I know and play to my strengths.

I stay overly wedded to my own ideas.

I know my limitations and know when
to hand over

Failures really knock me.

My personal and business goals and
values are aligned.

I lose energy, burn out, or act
overwhelmed.

"Running into trouble is eye opening, it prioritises things enormously" - Jeremy
Sosabowski

"As the team grows, the CEO's role is communicator and motivator, that can
start to be the make or break" - Adam Durant
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How to use coaching and mentoring to unlock success
All interviewees were asked to share their views on the most valuable
interventions that could be offered to help founders succeed as scale-up CEOs.
The highest impact interventions shared, to develop the leadership attitudes and
actions needed, were:
● Appoint an experienced Chair who understands the business
● Identify multiple Board members to mentor the Founder
● Invest in Founder 1:1 coaching to translate general concepts into personal
insight and action, define and answer their own questions, and prioritise
action
● Encourage Founders to:
○ Be greedy for formal and informal feedback, have an open-minded
and action-oriented mindset to development
○ Access facilitated peer to peer learning networks for Founders or
form buddying relationships
○ Curate bite-sized learning through articles, podcasts, books and short
chats with experts
○ Attend off-site/remote courses to step back and think
● Encourage the whole senior team to use insight and coaching to understand
themselves and each other, and work together towards what leadership is
needed
“The first rule of being a CEO is to appreciate all of the functions it takes to
run a company, even if you don’t know how to do them. Know what you don’t
know. - Phil O Donovan
“[As CEO], you need to understand the role you need to play...be coachable
and don’t try to be Steve Jobs, coaching helps you be pragmatic and
realistic.” - Emily MacKay
“The mentor needs to buy into the business in a big way. It’s not sufficient to
have a thinly spread mentorship. They need to have trust, really be invested
in the business. ” - Victor Christou
“We need the advice in three minutes, not in three months' time.” - Andy Phillips
“A coaching session is a safe place where you can reflect and collect yourself
and you are given a toolkit to get to the next steps.” - Hanadi Jabordi
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Conclusions
There is no doubt as to the challenging nature of the well-trodden but treacherous
path from start-up to scale-up. The significant pace of change, and pressure from
investors presents a unique challenge. Just how much of a challenge is reflected in
the small percentage of founders - 18% - that are estimated to already “have what
it takes” to get there.
“What it takes” is for CEOs to choose effective attitudes and actions as they: sell to
investors, team and customers; listen and learn wisely; produce the right,
prioritised results; build and optimise their diverse teams; decide the right things,
at the right time, in the right way; and they refresh themselves for sustainable
performance.
We have reported good and bad signs, in each of the six functional areas, that
indicate if a CEO is heading for scale-up success.
The founder CEO needs high-quality feedback, and a high level of self-awareness in
order to be able to identify and prioritise development needs in these six areas.
They are then able to achieve rapid progress in their leadership performance using
coaches and mentors.
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This research has provided new insight and clarity on the observable signs that a
CEO's leadership is driving for success or failure. Horizon37 has built a 360
feedback framework for scale-up CEOs to use, to gather feedback on their
performance. This is allowing them to work with stakeholders, coaches and
mentors to develop in the most effective way possible.
Through this research, we have also identified how important the motivation of a
leader can be - even in determining whether they remain CEO through choice, and
also the extent to which they will adapt to address problems, weather storms and
so on. We recommend a next phase of research into CEO mindsets, initially to
diagnose the range of motivations of the 18% that "have it" or the 37% that "could
get it".
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Appendix - Literature Review
Most relevant papers currently available
Title

Author

Journal

Date

Explore the ScaleUp Annual Review 2019 Sherry Coutu, Irene
Scale-up Institute
Graham, Simon Edmunds

Nov-19

Brokerage OpportunityRecognition yet
Increases Willingness to Broker

Blaine Landis, Martin
Journal of Applied
Kilduff, Jochen I. Menges, Psychology
WHU-Otto and Gavin
J.Kilduff

Apr-18

How Vital Companies Think, Act and
Thrive

Martin Reeves, Gerry
Hansell and Rodolphe
Charme di Carlo

Feb-18

Decision making in your organization:
Cutting through the clutter

Aaron De Smet and Leigh McKinsey Podcast
Weiss (interviewed by
Simon London)

Jan-18

CEO transitions: The science of success

Michael Birsham and
Thomas Meakin

McKinsey Quarterly
Podcast

2016

Scale-up UK: Growing Businesses,
Growing our Economy

Sherry Coutu, Stelios
Kavadias and others

Barclays, CJBS and
Said

Apr-16

Our Five Point Plan for Economic
Growth - Innovate UK

Ruth McKernan

Innovate UK

Jul-15

Decoding Leadership: What Really
Matters

Claudio Feser, Fernanda
Mayol and Ramesh
Srinivasan

McKinsey Quarterly

Jan-15

Entrepreneurial leadership, capabilities
and firm growth

Koryak, O., Mole, K. F.,
Lockett, A., Hayton, J. C.,
Ucbasaran, D. and
Hodgkinson, G. P.

International Small
Business Journal

Jan-15

What drives learning orientation in fast
growth SMEs?

Swee, C. and Smyrnios, K. International Journal 2014
of Entrepreneurial
Behaviour &
Research

45 Personality Traits of an Entrepreneur

John Rampton

Forbes

2014

How Managers become Leaders

Michael D. Watkins

Harvard Business
Review

Jun-12

Managerial capabilities and paths to
growth as determinants of high growth
small and medium-sized enterprises

Barbero, J., Casillas, J.
and Feldman, H. D.

International Small
Business Journal

2011
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What happens to gazelles? The
importance of dynamic management
strategy.

Parker, S., Storey, D. And
Witteloostuijun, A.

Small Business
Economics

2010

Founders’ human capital and the growth Colombo, M. And Grilli, L. Research Policy
of new technology based firms: A
competence-based view

2005

The Founder's Dilemma

Harvard Business
Review

2008

The Big Five Personality Dimensions and Hao Zhao (University of
Entrepreneurial Status: A
Illinois at Chicago) and
Meta-Analytical Review
Scott E. Seibert
(Melbourne Business
School)

Journal of Applied
Psychology

2006

The five stages of small business growth

Neil C. Churchill and
Virginia L. Lewis

Harvard Business
Review

1983

Sustaining Growth - The HR Dimension;
HR Practices and Management and
Leadership Skills of High Growth SMEs

Oksana Koryak, Nicos
Nicolaou

Enterprise Research
Centre

Jul-16

Entrepreneurial Leadership,
Capabilities and Growth

Andy Lockett, James
Hayton,
Deniz Ucbasaran, Kevin
Mole
& Gerard P Hodgkinson

ERC White Paper
No.2

Apr-13
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