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The paradox of business growth 
Alongside profitability, growth is seen as a 
cornerstone of organisational success. 
Growth fundamentally represents a market 
fit between what your organisation does 
and what the world needs.  
In general it’s considered a desirable 
objective for CEOs and business leaders but 
there is an underlying paradox to business 
growth. Whereas initially growth comes with 
benefits and makes things easier for 
business leaders, eventually those benefits 
are overtaken by new challenges that 
restrict further growth. 

The advantages of growth

Organisations obtain certain benefits as 
they scale (sometimes referred to as 
economies of scale). For example 
• materials can be bought cheaper 
• machinery and people can be better 

used  
• overhead costs such as rent and utilities 

can be spread across greater output  
All these factors serve to lower the cost of 
doing work which in turn makes an 

organisation more competitive and as a 
result improves profitability. 

The challenges of growth  

Unfortunately, as organisations grow they 
also face certain challenges. These include 
• it becoming harder to communicate and 

keep everyone informed 
• It becoming harder to coordinate the 

work people do 
• work starts getting duplicated because 

of poor communication 
• response times become slower  
These challenges are referred to 
diseconomies of scale and just as 
economies of scale push the cost of doing 
work down, diseconomies of scale push the 
cost back up. 
Research suggests that as organisations 
grow they reach a tipping point where 
complexity starts growing faster than 
revenue. This leads to decreasing 
productivity, more mistakes, overworked 
employees and growing frustration for 
business owners.  1

 McLean, Timothy A. (December 2014). Grow Your Factory, Grow Your Profits: Lean for Small and Medium Sized Manufacturing Enterprises. New York: 1

Productivity Press
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Networks of people get complex 
The network effect is generally seen 
positively. It refers to the idea that as a 
network gets bigger it becomes more 
valuable.  
For example, think about the value of 
owning the very first fax machine. The value 
of owning the first fax machine is effectively 
zero because there is no one to send a fax 
to. But add a second fax machine and there 
are two faxes that can now be sent (A to B 
and B to A).  Add a third and it goes up to 
six, add a fourth and it increases to 12. By the 
time you add a fifth fax machine there are 
20 different faxing possibilities.  
Buying a fax machine when everyone else 
has got one is far more valuable than 
buying the first. The value of the network 
grows as it gets bigger. 
But there is a flip side  to the network effect. 
As networks grow in size and complexity 
maintaining communication and 
coordinating activity becomes harder. By the 
time you reach the status of ‘medium sized 
business’ and add your 20th member of 
staff, you have created the potential for 380 
different one on one interactions within your 
organisation. This means that for every 
message that is sent there are 379 

opportunities for another message to 
conflict with yours.  

The rule of three and 10

Hiroshi Mikitani, the CEO of Japanese online 
retail giant Rakuten, came up with a rule 
that elegantly captures the challenge of 
growth. The rule of three and 10 simply 
states  
‘Every time a company triples in size - 
Everything breaks’.  

The processes and systems that works well 
for a sole operator won’t suit a team of 
three. What works for a team of three will be 
unsuitable for a team of 10 and if that team 
of 10 grows to 30 everything will break 
again.  
Although the organisation only got three 
times bigger, at each point it becomes 10 
times more complex and difficult to manage. 
This means that as the organisation grows 
each member of staff spends more time 
managing (or being managed) and less 
time doing the work that matters.  
Research by organisations such as 
McKinseys and Harvard Business School 
indicate that in larger organisations less 
than 45% of the average employee’s time 
is actually productive.  2

 https://hbr.org/2013/09/make-time-for-the-work-that-matters2
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How technology can help 
So what are people doing if they aren’t 
being productive? According to the 2019 
Workfront ‘The State of Work’ survey it’s the 
following 

• Emails (16% of time) 
• Administrative tasks (12% of time) 

• Productive meetings (10% of time) 
• Unproductive meetings (8% of time) 

• Interruptions (8% of time) 

• Everything else (6% of time)   3

What these activities have in common is that 
almost all of them involve the creation, 
sharing or reporting of information. In fact 
almost all of the challenges that growing 
organisations deal with are information 
related.   As organisations grow, the sharing 4

of information gets harder, the chance of 
miscommunication goes up and the 
difficulties of coordination increase. 

The digital advantage

Thankfully, just as the industrial revolution 
created new ways to scale production the 
digital revolution is creating scalable 
solutions to these information challenges.  
The digital revolution is a broad shift away 
from people using predominantly analogue 
technologies such as pens, paper, 
typewriters and Australia Post to using 
Information Technologies such as apps, 
tablets, keyboards and email. 
These Information Technologies, or I.T., have 
three distinct advantages over analogue 
technologies in terms of speed (information 
can be shared faster), cost (common 
processes can be automated) and accuracy 
(information is less likely to be 
misunderstood). 
Put another way, digital is the antidote to to 
slow, expensive and incorrect ways of 
working. All three of which are significant 
barriers to growth. 

 https://www.workfront.com/sites/default/files/files/2019-01/2019%20US%20State%20of%20Work.pdf The eagle eyed amongst you would realise 3

that this adds up to 60% of total time wasted vs the 55% cited previously. This suggests Workfront surveys people who are either less productive or 
more honest than the people surveyed by Harvard Business Review

 The notable exceptions are hiring people, organisational culture and office politics4
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What’s holding businesses back 
Over the last decade we have seen an 
explosion in digital tools to help 
organisations improve, streamline and 
automate their systems and processes. 
Recently ANZ surveyed more than 1000 
Small and Medium Enterprises (SMEs) from 
around Australia to find out how they were 
going when it came to adopting digital tools.  
The good news was that organisations are 
generating significant benefits from these 
new technologies. For small businesses it 
was estimated as over $600,000 per annum, 
for medium sized businesses this increased 
to $1.6 million in annual benefits.  5

Yet the same report also found only a small 
number of SMEs (34%) considered 
themselves to be advanced in their use of 
digital with the majority labeled as either 
Dismissive (25%) or Tentative (31%).  
So although there is a clear opportunity for 
SMEs to alleviate process bottlenecks using 
technology (and a significant value 
proposition in doing so) most organisations 
are struggling to do so effectively. So what is 
getting in their way? 

The barriers

As part of their research ANZ also asked 
SMEs what the biggest barriers to using 
digital technology in their business. The top 
three issues were 

• The cost (and uncertain return) of digital 
projects (26% of businesses) 

• Being unsure where to start or the best 
options available (20% of businesses) 

• Challenges during the implementation 
phase (12% of businesses) 

Overall, more than two thirds of SMEs cited 
at least one significant barrier to technology 
adoption.  

The solution

For most SMEs there are a multitude of 
digital projects they could pursue. As a result 
they need a simple, repeatable process that 
finds the right problems to fix, identifies and 
compares the best solutions for fixing them, 
and is focused on making implementation 
easy. 

 https://media.anz.com/content/dam/mediacentre/pdfs/mediareleases/2018/August/ANZ%20The%20digital%20economy%20web.pdf5

digitalchampionsclub.com.au   Enable Growth Through Technology White Paper | 4

https://media.anz.com/content/dam/mediacentre/pdfs/mediareleases/2018/August/ANZ%20The%20digital%20economy%20web.pdf


 

The issue for SMEs 
Although businesses of all sizes can struggle 
with the challenges of technology adoption 
it’s a particular issue for small and medium 
sized enterprises (SMEs). They are sizeable 
enough to generate the communication and 
coordination challenges that come with 
growth yet often lack the resourcing and 
expertise to fix it.  
Part of the issue is that the skills required to 
implement the solution don’t neatly fall into 
one bucket, Instead, they not so neatly fall 
into three (or maybe four). 

Three key skill sets

The first skill set is Process Improvement, the 
ability to map processes to find bottlenecks, 
inefficiencies and other problems.  
The second skill set is Digital Innovation, the 
ability to understand how technology works 

and to evaluate and select potential digital 
solutions.  
The third skill set is project management, the 
ability to apply rigour to a project from 
engaging with stakeholders at its inception 
through to supporting users during 
implementation.  6

In larger organisations a combination of a 
bigger workforce and increasing 
specialisation means all these skills are 
readily available but in small (three to 19 
staff) and even medium (20-200 staff) sized 
businesses this is unlikely to be the case. 
Some SMEs may have one of these skill sets 
on hand (perhaps a dedicated IT resource), 
a small number may have two but almost 
none will have access to all three . 7

So if an organisation needs these skills how 
can they access them? 

 If there was to be a fourth skill set it would probably be that of the business analyst, the ability to understand people’s needs, capture requirements 6

and calculate the value of improvements.

 In larger organisations the issue isn’t necessarily access to skills but rather how these various skills work on projects together7
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How to access the right expertise 
Let’s assume for a moment that an SME is 
keen to address these growth issues and 
speed up, simplify and improve their internal 
processes. Let’s also assume they don’t have 
all the skills they currently need on hand. 
How should they go about obtaining them?  
Assuming the organisation doesn’t want to 
increase head count, the two options are 
either hiring consultants to provide the 
required expertise on a short term basis or 
training existing staff to do the work. 
This isn’t necessarily a simple choice and 
business owners will need to consider a 
number of factors in their decision. Perhaps 
the most important of these is whether they 
plan to use the expertise more than once. If 
they expect to use a certain set of skills and 
knowledge more than a few times a year it 
makes sense to develop in house experts 
where possible. Not only is this a far cheaper 
option, it also provides greater flexibility and 
speed of implementation. 
In house experts also have a distinct 
advantage when it comes to change 
management due to their existing 
relationships and established trust. They 
should also be the preferred option when 
the work is strategically significant (although 

you can outsource the work the consultants 
you can’t outsource strategic risk). 
On the other hand hiring consultants can be 
a good strategy if you require an 
independent opinion or if expertise is 
expensive and hard to obtain. In these 
circumstances developing internal experts 
will not only be time consuming and 
expensive, you also risk them being 
poached by competitors or leaving to 
become consultants themselves. 

You should be looking to do this 
more than once

The complex challenges that growing SMEs 
face coupled with the constant 
improvement in digital tools represents an 
incredible opportunity for digital savvy 
businesses. As a result, SMEs should be  
completing multiple technology enabled 
improvement projects each year.  
Some of these projects might require  hiring 
consultants to provide specialist expertise 
(that isn’t required long term), but the 
reoccurring nature of these change projects 
means that all of them should be driven and 
managed by internal experts. 
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Who is championing digital? 
To mange these projects every growing 
business needs someone who can  
- Uncover the bottlenecks to growth 
- Understand the potential of digital 

technology  
- Push for internal change  
In larger organisations this might evolve into 
a full time role or even the formation of a 
specialist team but for smaller SMEs this is 
an unrealistic proposition. 
A more conservative approach is to take a 
couple of your existing staff, perhaps with 
some of the key skill previously identified, 
and filling this role on a part time basis.  
It is quite possible to have two people 
committing as little as two hours each a 
week undertaking six to eight growth 
enabling projects per year. Each of these 
projects should have a clear value 
proposition aligned to the goals of the 
business. The people who run these projects 
are the people I call Digital Champions. 
If they are successful and provide value 
beyond that of their ‘day job’ there is always 
the option to expand their role as digital 
champion and have them cut back on other 

responsibilities. This approach allows them 
to grow as the organisation grows and 
develop their skills as new opportunities 
emerge. 

How to get started

To get started ask yourself the following 
questions 
1. What are the three areas of your 

business that if you were to shift them by 
10% would have a meaningful impact on 
your growth? 

2. What technology opportunities are you 
exploring (or should you be exploring) to 
improve your performance in each of 
these areas? 

3. Who is (or who should be) the internal 
expert responsible for these projects? 

4. What are the barriers that might get in 
their way and how could you help 
remove them? 

If you can answer each of these four 
questions you are probably already on the 
right track. If not, it indicates where you may 
need to focus to get things moving.  
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Where to next 
I’ve spent the last four years working with 
SMEs to help them identify and overcome 
their growth challenges. Along the way I 
have trained and developed more than 100 
Digital Champions to act as internal experts 
in their organisations.  
That being said, every business is different 
and although I advocate a particular 
strategy to move forward, the execution of 
that strategy will depend on the individual 
needs and circumstances of each 
organisation. If you’d like to discuss your 
particular circumstances, the challenges 
you’re currently facing or how the digital 
champions framework might work for your 
organisation I encourage you to get in touch 
with me directly via 
simon@simonwaller.com.au. 
Alternatively, my book ‘The Digital 
Champion: Connecting the Dots Between 
People, Work and Technology’ is the go to 
handbook for prospective digital champions 
wanting to better understand the role and 

the skills and techniques that will help them 
be successful. I guarantee it will be a useful 
resource for your champions as well. 
I also publish a blog twice a month with 
much of the content focused on how SMEs 
can use technology more effectively. If you 
haven’t already signed up I encourage you 
to do so at simonwaller.com.au/ding. 
Finally, I run a program to support the 
development of digital champions within 
SMEs called the Digital Champions Club. It 
provides coaching, structured support and 
peer to peer learning for digital champions 
who work in SMEs.  You can find out more 
about it at digitalchampionsclub.com.au.  
For Not For Profit and values driven 
businesses we also offer a series of 
scholarships to the program each year. If 
you’re interested in the Digital Champions 
Club and want to know if your organisation 
would be eligible please contact Sunny via 
sunny@simonwaller.com.au.  
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