Emerging
Companies:
Points of
Inflection

In my previous paper, Emerging Companies: The Scaling Challenge, I discussed the three areas where
Emerging Companies typically experience growing pains and face business challenges as they scale. I
continue to have conversations with start-up executives and serial entrepreneurs to identify the inflection
points that occur during growth and when they discover they lack the internal expertise or skills to address
these growing pains or business challenges.
We have developed what we call the Emerging-Established Company Roadmap & Architecture below to help
identify these points of inflection and frame the discussions around these points of inflection as a company
goes from Start-up to Established. We define the typical seven stages companies go through from Start-up to
Established, as: Ideation, Funding, Start-up, Product Development, Go-to-Market, Scale and Established.
Each has their own focus areas, strategic and operational objectives, funding strategy, risk and infrastructure
needs. In addition, each stage has specific needs in terms of experience and skill sets where external
expertise may be necessary.
Stages 1 & 2: Ideation & Funding
The core founding team will typically drive the first two phases of Ideation and Funding where they define the
product or service, value proposition, identify the market and potential customers, develop the business plan
and secure initial seed or angel funding. Infrastructure needs are low and costs are minimal, primarily
consisting of email collaboration and perhaps a laptop based prototype environment. During this time,
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largest consulting companies globally, our partners
realized that when it comes to consulting, bigger
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Instead, we’ve created a place where our ideas and
opinions are grounded in experience, analysis and
facts, leading to real problem solving and real
solutions – a truly collaborative experience with our
clients making their business our business.
We focus on getting the work done and prefer to let
our work speak for itself. When we do speak, we
don’t talk about ourselves, but rather about what we
do for our clients. We’re proud of the strong
character our entire team brings, the high intensity in
which we thrive, and above all, doing great work.

For a complete list of Kenny & Company publications and information about us, please visit our website www.michaelskenny.com or
email us at info@michaelskenny.com.
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founders may seek expert advice on the development of
the business plan, including market analysis, roadmap,
funding pitch and customer pitch. They meet with and
leverage the insight from other entrepreneurs as well as
participate in events sponsored by organizations like
SVASE and TiE that specifically help start-ups refine their
concept and messaging, develop a solid business plan
and network with investors.
Stage 3: Start-up
As companies officially launch as a Start-up, there is more
emphasis on solidifying the management team,
establishing a formal or informal Board of Advisors or
Directors and recruiting top engineering and product
development talent. Start-ups have either boot-strapped,
obtained seed money or angel funding to support
establishing the business, brand creation and product
development. Infrastructure investments needs are still
fairly low cost and basic with the addition of payroll and
financials as well as development environments, all of
which can be either managed in the cloud.
Stage 4: Product Development
Once companies reach the Product Development phase,
they’ve typically developed the initial product concept
and may already have an Alpha release with signs of
validation from the market. Companies focus on securing
A-Round funding and start increasing product engineering
capabilities to add more functionality to a Beta release. If
the product is more complex business application as
opposed to the next iPhone or iPad Application,
companies build out their product strategy and roadmap
then hire Product Managers and Product Engineering
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leadership. This stage of growth is where we also typically
find the first major point of inflection where Emerging
companies need to scale product development
capabilities beyond the initial core team and founders.
Within Product Management, there are specific skills
required that go beyond technical and engineering
expertise to build a product. As my colleague Will Yen
outlined in his blog “Product Manager or Project Manager
– Do you Know? Does it Matter?“, Product Managers
further define the product’s lifecycle, manage product
feature development and testing, build out the optimal
distribution channels, and continue to meet the
customer/consumer wants and needs.
More often than not, good Product Managers that know
the market, technology and industry are hard to find and
take time hire the one that is right for the company. Since
time to market is crucial, companies at this stage may
leverage external support to provide the skills and
expertise needed as the Product Management team is
constructed. Given that this stage can typically make or
break an emerging company, great emphasis is on
product quality, user experience and usability. There are
often breakdowns as companies try to build on their initial
momentum and ramp up development where the team is
bombarded with a consistent stream of enhancement
requests, all of them being high priority. What’s usually
lacking is an intake process for enhancement requests,
validation of requirements, prioritization, planning and
execution based on resource capacity. There is also a lack
of development methodology since every resource is
churning as much code as possible, as fast as possible.
Emerging companies would benefit at this stage by
leveraging experienced Product Managers who bring more
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rigor, structure and process to the development lifecycle
as well as mentor the existing team. Companies may also
find great value in implementing an Agile Scrum
development methodology to support the fast paced and
dynamic flow of the business. This is also an area that’s
usually beyond the company’s existing experience and
skills and where companies can leverage experts in Agile
Scrum to help transform the development process and
mentor the existing team.
Stage 5: Go-to-Market
Similarly to Product Development, an Emerging
company’s ability to execute their Go-to-Market strategy
is another major point of inflection that can lead to
success or failure. Companies at this stage have initial
product and market validation with Beta customers and
look to officially take product to market. At this stage the
leadership team has a good understanding of where their
product or service fits in the broad or niche marketplace
and who their competition is. The Go-to-Market focus is
customer adoption, satisfaction and retention. Depending
on the product and if there is a revenue stream from initial
customers to support Go-to-Market execution, companies
may wait to pursue B- Round funding. However, if part of
the Go-to-Market strategy is to hire an initial sales leader
and team and/or develop a partner program and support
overall customer delivery, then additional funding may
need to be pursued to establish these functional
operations.
While the Go-to-Market strategy is in place, the ability to
execute the strategy to create market awareness and
penetration on a day to day, tactical level is sometimes
missing. This includes being able to understand product
usage, customer satisfaction and retention. Also, the
ability to gain meaningful metrics on Go-to-Market results
and change the approach when needed requires another
layer of insight and flexibility that may be gained through
the unbiased perspective that an external view can
provide. Some leaders may be emotionally attached to
their creation and may lack the flexibility to know when
and how to change course.
A great example of this is ability to change strategy is
when Dropbox decided that traditional marketing and
customer acquisition approach was far exceeded the
revenue generated from their product. They spent
between 2.5 to 4 times more on customer acquisition than
their product cost, so they changed strategy and achieved
great success. Having meaningful metrics that can help an
emerging company make key decisions during these
inflection points are critical for survival and success and is
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another area where external expertise can help them
going in the right direction, in addition to building the
operational infrastructure, team and operations for the
longer term.
Stage 6: Scale
As emerging companies continue to build momentum and
have success establishing a presence in the market, the
focus then turns to scaling operations with emphasis on
revenue generation, further market penetration, additional
functionality or services, and entering new markets.
They’re also defining and building the operational areas
by hiring the leadership and resources needed to support
growth. These operations include Sales, Finance, Human
Resources, Professional Services, Channels, Customer
Service and IT. Since revenue is the main focus, defining
the right method to acquire and retain customers is
crucial. For product companies, should a company bring
on a rock-star VP of Sales to build a large sales
organization? Should they develop and execute a Partner
strategy and rely on their Channel Partners to drive and
close opportunities and support customers? For internet
companies, do you invest heavier in traditional marketing
or leverage social media and interactive marketing for the
more viral approach?
The answer usually is a combination of several
approaches and understanding the cost of customer
acquisition for each and how to best gain the return on
investments. All of this takes some level of industry
benchmarking and analysis which the product and market
visionaries that founded the company may need
additional expertise combined with a broader external
perspective to do comprehensively. Similarly for
Professional Services for customer delivery and Customer
Service & Support, what is the right organizational model
that makes sense? From an IT perspective, how does the
IT Strategy align with the Business goals and needs for
the short and long term? These are all areas that need
focus during this time and where external expertise may
bring value in analyzing and understanding the company
objectives to help make these in addition to implementing
the organizational and technology infrastructures.
The result is that multiple business or technology
initiatives aimed to drive and support growth are
identified. These initiatives typically require expertise or
skills that reside outside of the organization or are only
required for a designated period of time and is where
external services are often leveraged for project
leadership and execution.
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Stage 7: Established

Conclusion

As companies enter this stage, it’s after several years of
hard work and effort sustaining changes in the market,
overcoming the growing pains and likely seeing changes
leadership. The focus continues to be sustained growth
and profitability and it’s a time when some companies are
considering their exit strategy and either positioning to go
through an IPO or M&A so that the founding team and
investors can reap the financial rewards from their
company, technology and assets. The acquisition of 3Par
by Hewlett-Packard is a good example. The founding team
may start all over again with a new product or solution as
many entrepreneurs do. If the focus is continued growth
whether as a privately held or public company, there is
usually a changing of the guard where industry veterans
from larger companies take on leadership positions,
focused on achieving the next level of growth to MidMarket or Enterprise. Even as companies become
Established, they are constantly improving and optimizing
their Go-to-Market and Product Development strategies
and capabilities as well scaling operations to support
growing the business. Since the focus is growth and
profitability, companies typically initiate programs to
optimize their Sales & Partner capabilities and delivery,
Customer Delivery and overall Operational efficiency.

We believe our seven stage Emerging-Established
Company Roadmap and Architecture helps identify these
points of inflection and frame the discussions as a
company goes from Start-up to Established. Recognizing
the stage the company is in and the appropriate focus
areas for that stage is essential, as is understanding when
is the appropriate time to seek external expertise. Each of
these seven stages and the numerous points of inflection
along the roadmap of and Emerging to an Established
company is a point where failure can occur or the
foundation for further success can be laid.

Companies continue to define and execute their Portfolio
of Programs & Projects for each year, all aimed at growing
or driving efficiency into the previously mentioned areas.
Many of these programs can be global, large scale, multiyear transformation initiatives and are designed to reshape
or redirect the company’s future. This is where large
consulting firms who can allocate a significant number of
resources and manage the programs and projects from
multiple levels can help their clients during this change.
It’s also a time when smaller, specialized firms with
specific expertise or experience can be leveraged to bring
specific value and help drive program results.

About the Author
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This article was first published on www.michaelskenny.com on September 17th 2010.The views and opinions expressed in this article are provided by Kenny
& Company to provide general business information on a particular topic and do not constitute professional advice with respect to your business.
Kenny & Company has licensed this work under a Creative Commons Attribution-NoDerivs 3.0 United States License.
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Kenny & Company is a management consulting firm offering Strategy, Operations, and
Technology services to our clients.

Who We Are
Partner Led
Our Partners are personally committed to our clients and lead every
engagement.
Experience, Perspective and Passion
We average over 20 years in professional services and bring tailored
approaches to every client engagement.
Focused, Collaborative, High-Impact
We work side-by-side with our clients in highly focused teams to solve
complex business problems.
Client First
Our highest priority is our client’s professional and personal success.
We believe clients should expect more.
Guarantee Our Work
We guarantee our clients complete satisfaction every engagement every
time.
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Northwest Office
Serving Portland & Seattle
707 SW Washington St.
Suite 925
Portland, OR 97205
For inquiries: info@michaelskenny.com
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