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Stage 1 is when the start-up charts the future direction of the business, with a basic mission, vision 
business plan and some clear strategy. The focus is also on selling, to get new clients and those orders 
rolling in to offset typical cash flow challenges. You also need to establish a formal structure (e.g. 
incorporation, sole proprietorship, and remember shareholder’s agreements)  
 
Stage 2 is time to focus on becoming more specialized in your market, with clear brand differentiation 
and quality delivery. It is also when, as you grow, there needs to more operating controls and accurate 
reporting. Many businesses stay in stage 2 because the owner is the business, and does the work 
every day, e.g. contractors, technicians, medical specialists, accountants, or any owner operated 
businesses. 
 
Stage 3 is what we call the sandbox stage where the business has grown beyond the capability and 
capacity of the owner to do it all. There are employees and more complexity and the business has 
entered a dangerous time. The Owner must instill & enforce rules, and beware of resistance to 
discipline and change. The business must have clear marketing and sales strategies as competition 
has started to take notice, systems and processes must be streamlined. Levels of authority must be 
clear. There has to be synergy between departments and everyone must play nice in the sandbox 
before the business can move to stage 4. 
 
Stage 4 is when all the systems have to be working seamlessly. ERP, updated integrated quality IT 
platforms, precise real time data management and protection are hallmarks. This has to be a well-oiled 
machine. The owner must be loyal to the systems and processes and overcome all resistance. This is 
also when we standardize process around budgets, forecasts, production planning, accounting, 



measuring and reporting as well as employee training and high performance hiring. If the organization 
intends to be an industry leader, this is the time to make sure everything is becoming fine-tuned. 
 
Stage 5 is when the business has distinct sustainability. There is a strong management team and 
engaged employees. Then owner does not have to be present as the business is running well, orders 
come in regularly, and it is an industry authority. The systems and processes installed in 3 and 4 are 
the foundation for high performance and good margins in the industry. It is a time for further expansion 
(open new branches, products, new markets, even contemplate franchising).  
 
Stage 6 is when the business has real value. With strong financial an indicator of a well-managed 
organization the owner can consider selling or exiting. Continuous improvement is embedded in the 
culture and in sporting terms the team is in the playoffs. The management team and all functions must 
keep an eye on all the key systems, processes and performance metrics to keep customers happy. It is 
important by now for the owner to have put in place a succession plan, it’s a time for possible M&A, 
IPO.  
 
Stage 7: You now have a legacy business with real value, probably with high multiples for the 
industry. This means that your stage 1 dream has been realized.  This is a well-balanced business with 
Strong consistent financials, a leader in its market. The structure, system processes and tools, and 
acquired business knowledge provides the basis for market leading results and ongoing high 
performance.   
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