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Avoid growing pains when husiness begins to hoom

By Susan C. Havmono
Ao Lo A, Swerine
To build an idea
from startup to a thriving
and growing business
requires not only a good

idea but an experienced
team of professionals,
one which understands
the complexities
involved in creating a
solid financial and oper-

N ational base from which
Susan C. Hammond o develop.

Until the company
has the need for full time senior management staff,
these professionals often op-erate on a part-time
basis. They bring many years of experience and an
objective perspective to
help ground the compa-
ny in solid operations
and serve as senior advi-
sors to the CEO, helping
guide the company for-
ward through growth,
and, perhaps, an initial
public offering,

Whatever the indus-
try, whatever the size of
the growing business, we
have found three key
areas where careful
design and planning can enable the company to sus-
tain serious growth: finance and accounting, human
resources, and facilities management.

In addition to the operational issues, we believe
that, with objective and experienced advice, the CEO
can avoid many common pitfalls of emerging and
growth companies. Following are some recommenda-
tions in each of these areas:

* CEO/president responsibilities

The CEO should provide leadership for the entire
organization. Since CEOs have no peers within their
organization, an executive coach can often provide an
objective, outside view and be a confidential sounding
board.

A CEO should set the example in the area of com-
munication. Each department and all employees
should feel an important part of the overall team.
Remember that the best product, customer, and com-
petitive information comes directly from the people
working in those areas.

One of the most difficult tasks for a CEO is to

choose how to use his or her time. By deciding where
the largest contributions are to be made and then del-
egating the rest, a CEO can leverage his or her limited
resources.

Beware of employing friends and relatives. Hire
staff and professional business advisors who can real-
ly do the job and who will feel a responsibility to do so
since they are being paid.

* Finance and Accounting

The accounting function should be established
right from the start. Accurate and timely financial
information is critical to any growing business.

Staffing the accounting function is also critical. A
variety of options are available, from office managers
who are sawy enough to handle bookkeeping to the
use of a part-time chief financial officer (CFO) to han-
dle the high level accounting/finance matters. Because
the part time CFO is often one of the CEQ's earliest
strategic advisors, it is important that the chemistry,
philosophy, and experience be a good match.

When engaging accounting services, whether
internal or external, it is important that they have
experience in your industry and with startups.
Growing companies cannot take the time to train these
critical service providers. Choose an outside account-
ing firm which understands mergers and acquisitions
as well as IPOs.

Select accounting software that will work both
today and tomorrow. There are many packages avail-
able in a wide range of prices. If your business plan
calls for growth, make sure that your accounting soft-
ware will be sophisticated enough to handle addition-
al requirements, such as transaction volume, billing,
payables, and inventory control. Accounting software
should provide detailed tracking on a variety of levels
and generate a variety of reports for effective financial
management.

Research potential banks — even before you may
need them. Choose a bank that has a track record with
companies like yours, and then build and maintain a
good working relationship with your account officer.
In both bad times and good times, this relationship
will help you. Also cultivate relationships with lease
financing companies as an alternative to bank financ-
ing.

Managing your cash flow is a high priority.
Remember that cash is king. Project your cash flow in
a multiple month, rolling projection format and adjust
it monthly. It is a safe bet that you will need at least
twice the amount of cash and twice the amount of time
projected in your business plan. Maximize investor-
provided cash by using it to fund R&D and marketing
efforts. Work with your banker or leasing companies
to fund the purchase of the hard assets, such as com-

puters, test equipment, office furniture.

* Human resources

Hire a consultant as your part time human
resources manager. The company needs to meet reg-
ulatory requirements and proactively address employ-
ee concerns. In most cases, a full-time human
resources manager is not required until you have
around 150 employees.

Create an employee handbook of policies early.
This helps to make sure that the entire staff is treated
fairly and uniformly. A policy manual can help prevent
law suits from developing and is a prerequisite to
obtaining employment practices insurance.

Develop job descriptions based on the business
plan before staff is hired. Often employers try to fit a
job description to a current employee instead of
examining what the requirements of the function are.

Create a performance review process so that as
you hire staff, you can outline what is expected and
provide formal reviews on a schedule.

* Facilities management

Use the business plan to make decisions about
your facilities and about purchasing or leasing furni-
ture, equipment, a phone system, and networks. How
quickly and how much growth is planned should
affect both the type of space that is leased and the
kinds of equipment purchased.

Purchase a phone/voice mail system that can
expand as business grows.

Buy a combination of new and used furniture and
make selections that will be appropriate for perma-
nent space if you are not there yet.

Use the workstation approach for space planning.
This will enable growth and flexibility.

Although the above may sound logical and self-evi-
dent, many companies do not put these recommenda-
tions into practice and then pay the price of delay and
rejection when they need money, want to go public, or
try to hire exceptional people to move to the next
level. Don't be among them. Take the time now to
search out the professionals who can help you put the
financial and operations infrastructure in place so you
can concentrate on the idea that started the business
and continues to make it grow.

Susan C. Hammond is the principal of CFO
Strategies, a consulting firm which offers part-time
CFO services to startup and growth-oriented com-
panies. Linda A. Swerling is the principal of Level Il
Solutions, a consulting firm which specializes in
operations and financial management and which
offers part-time COO services to growth-oriented
companies.
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