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Executive Summary
Scaling an enterprise from £5M to £20M requires structural discipline, 
yet the natural instinct of the boardroom is to over-engineer by 
adding features, layers, and bespoke client segments. This "growth by 
addition" introduces exponential friction into your operations, acting 
as a direct, unmeasured tax on your operational leverage. To expand 
the EBITDA margin and secure a premium valuation multiple, 
ambitious founders must reject proposition bloat and architect their 
business around ruthless commercial minimalism.



Briefing
The Complexity Tax: Why Addition is the Enemy of Enterprise 
Value

Complexity is the silent killer of the EBITDA margin. As a business 
scales from £5M toward £20M, the natural instinct of the board is to 
add. You add product variants to capture new segments. You add 
"strategic" middle-management layers to handle the noise. You add 
bespoke service levels to placate high-value clients.

Each addition feels like progress. Actuarially, each addition is a "tax" 
on your operational leverage. Here is my thesis: Scale is not achieved 
by doing more; it is achieved by doing the essential things with such 
structural simplicity that the margin expands as the volume grows.

The Addition Bias

Human psychology is wired for addition. When faced with a 
bottleneck, we suggest a new process. When sales stall, we suggest a 
new feature. In the boardroom, this manifests as Proposition Bloat. But 
in the "factory" (your operations), every new variable introduces 
exponential friction. If you have 3 products and 3 client types, you 
have 9 possible interactions to manage. If you "scale" to 10 products 
and 10 client types, you haven't tripled your complexity—you have 
increased it by 1,011%.

The Complexity Coefficient

To prove the cost of over-engineering, I look at the Complexity 
Coefficient While a "Simple" business sees its overheads grow at a 
fraction of its revenue, an "Over-Engineered" business sees them 
grow in lockstep, or worse, overtake it.



Metric
The Minimalist Model 

(Surgical)
The Over-Engineered Model 

(Bespoke)

Product Variants 2 (Highly Productized) 12 (Highly Bespoke)

Customer Segments 1 (Niche Dominance) 5 (Market Generalist)

Operational Leverage High (Repeatable Logic)
Low (Human-Heroics 

Required)

EBITDA Margin at £5M 20% 18%

EBITDA Margin at £15M 28% (Expanded) 12% (Compressed)

Acquirer Interest
Premium (Structural 

Certainty)
Discounted (Operational 

Risk)

The Over-Engineered Model has hit the Complexity Ceiling. The more 
they sell, the less they make per pound of revenue. They are working 
harder to become less valuable.

The Margin Killers

In my audit of scaling firms, complexity hides in three specific 
structural layers:

1.  The Bespoke Trap: You allow "strategic" clients to dictate product 
changes. This destroys your "factory" efficiency and forces your 
team into a cycle of manual overrides.

2.  The Reporting Fog: As you add layers, the distance between the 
data and the decision increases. You spend more time "aligning" 
than executing.

3.  The "Maybe" Revenue: You chase revenue that sits outside your 
core competency. This revenue is high-maintenance and low-
margin. It is a parasite on your EBITDA.



The Case for Commercial Minimalism

A premium exit multiple is reserved for businesses that are "ruthlessly 
simple." Acquirers pay for Structural Predictability. They want to see 
an engine where they can pour in £1 of capital and get a predictable, 
high-margin output.

To achieve this, the board must move from a "Yes" culture to a "No" 
culture:

Strip the Proposition: Identify the 20% of your products that 
drive 80% of your high-margin revenue. Consider sunsetting the 
rest.
Standardize the Handshake: If a deal requires "special approval" 
or a manual process to onboard, it is architecturally flawed.
Rule of Thumb: If you cannot explain your commercial model to 
an institutional buyer on a single page without using footnotes, 
you are over-engineered.

The Defence

Complexity is the mask that inefficiency wears. By stripping your 
business back to its most scalable essence, you aren't doing less. You 
are allowing the business to finally do more.

Scale is the reward for discipline. If you want to expand your margin, 
you must first contract your variables.



Mandates & Advisory: Mark Woodruff Consultancy operates 
exclusively on a B2B basis, providing commercial strategy, fractional 
board advisory, AI governance, and executive actuarial oversight for 

financial institutions and scaling SMEs. 

To discuss a specific mandate, contact Mark Woodruff Consultancy 
directly.

Disclaimer: This briefing is for informational and educational purposes 
only. It does not constitute formal regulatory, legal, or specific 

corporate financial advice. Professional engagements are subject to a 
formal letter of agreement.
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