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Building the Winning New Venture Team, Introduction: Part 2 of 6

Introduction: Bo Varga worked with start-up & early stage high tech companies since 1979 providing business development, funding, and recruiting services.  From 1996 to 2001 his focus was on recruiting senior technical and executive talent.  He started working with nanotechnology & clean technology ventures in 2001.  Bo currently helps start-up & early stage companies with business strategy, business development, and funding.  He also helps his clients recruit & evaluate key people.  

Article 1 Covered: Why Hire an External Recruiter?

Article 2: Building the Winning Start-Up Team

Entrepreneurs, start-up teams, investors, and recruiters often intersect to match a startup with the experienced business management required for success.  Different perspectives & needs & communication styles - as well as individuals egos - can lead to power struggles that can unify a team or break up a company.  Building and maintaining a corporate culture focused on the company’s goals can promote success.

Many startups have a standard set of weak spots in their initial management team – a lack of customer focus, entrepreneurs with little to no background in launching or heading a corporation, or technologists that cannot drive a business as well as develop a technology and also get a product to market. Even companies with the strongest potential and IP can become an unattractive investment decision if the right management team is not in place and if a cooperative and focused team environment is not established & maintained.  Developing an operations plan with performance requirements – so current team members can see where they can & will perform and where new hires are needed – can also promote success.

Article: This article addresses how job requirements should be based on performance requirements which are driven by the company’s business model, business plan, & stage of company.  It also covers establishing & maintaining a corporate culture and the process of building a winning team.

Objectives:  Upon completion of this article, you will understand elements of a job requirement & job requisition, the key role of performance requirements in driving hiring, the importance of a corporate culture, and the importance of process in hiring.

1. COMPANY JOB REQUIREMENT


 
MONTH, DAY, 2006

(i) Usually job reqs cover job title, who the position reports to, job responsibilities, and experience, education, and technical skills.  Rarely do they cover the only reason why anyone is ever hired – to accomplish a task, AKA performance requirements.

Performance requirements are driven by the business plan, which in turn is driven by the business model and the stage of the company’s development – what needs to get successfully completed each week, month, and year in the company’s path to success.

Standard business models include:

Engineering Consulting / Consulting Services

IP Developer / Licensing / Incubation

Product Company – Direct Sales

Product Company – Channel Sales 

Product Company – OEM

Start-up companies are usually opportunistic and may adopt a combination of business models, direct sales to some customers, joint venture & IP licensing with major corporate OEMs, etc. – and often transition from one model to another – one common model is moving from engineering consulting to a product model.  Over time the start-up focuses on one model or develops divisions or business units focused on one model.

The difficulty for a start-up is that people requirements for each model are different, the most obvious being the need for greater manufacturing people assets for a product company & greater engineering assets for a consulting company.  Each model requires different business development, sales & marketing skills.  Assuming the start-up accepts the need for experienced, successful executives in top management, different performance criteria and business experience will be required to successfully implmeent each model.  For an initial period managers and executives can juggle multiple roles, but as business grows the need to focus increases

 (ii) The business plan has (or should have) a staffing plan, which falls out from the operations plan that documents how the company will implement the business plan and establishes performance requirements for each functional area.  The priorities on the staffing plan drive the hiring plan, which in turn drives the job requisitions which are the basis for hiring.  Professional investors, consultants, & recruiters can be of great help in preparing a realistic staffing plan and addressing key issues as they arise.

One issue that often arises is unrealistic expectations about the types of people who can be hired – senior people bring their credibility & reputations to a venture and need to be “sold”.  And the more desireable a candidate the more the candidate will want from a company in terms of maturity of technology, product, and funding and the scale of the business opportunity.  So compromises will have to be accepted.

As nanotechnology ventures are often spin-outs from academic, corporate, or government laboratories, nano start-ups are often led by scientists or engineers.  In our experience the greatest single hurdle to success (and certainly to acquisition of funding) is the desire on the part of the scientist or engineer to retain control of his or her “baby”.  

The core requirement for raising money is a credible business team, with a CEO who has proven success at raising money, assembling a core team, and building revenue.  

Ideally the CEO will be supported by a technical team with people who have a customer & product & business focus – if they are not part of the start-up team then hiring them should be a major focus.  These people will cost more, but will return this investment many times over.  

A fundamental error which occurs in hiring is to focus on credentials and not on outcomes. Even a focus on credential & experience can miss the point.  The only purpose for hiring a permanent employee, on-going consultant, or project consultant is to achieve performance goals, desired outcomes - within the time, money, and other resources allocated for those outcomes.  A top level example of a performance driven job requisition follows.

(iii) COMPANY JOB REQUISITION


 
MONTH, DAY, 2006

Title (Nominal) CTO

Role (Real) VP ENGINEERING/DIRECTOR MANUFACTURING 

KEY PERFORMANCE REQUIREMENTS: 

(1) get coating manufacturing process set up within X months and Y budget

(2) get production ramped up to Z units/week within 3 months

(3) commit 20% of time with customers & strategic partners to close deals

(4) commit 20% of time with CEO in managing deals, both close & on-going management

KEY BACKGROUND REQUIREMENTS: 

· Strong management skills – minimum 10 years

· Strong production skills – minimum 10 years

· Chemistry or Materials Science Degrees, BS, MS, PhD 

· PhD not required, nice to have but proven ability to get things done is the key

· Coatings Engineering & Production Experience

· Strongly prefer hunter type – joint ventures, strategic alliances, customer closing

· Experience:

1) Proven experience applying innovative technologies to product development, manufacturing, and release

2) Strong experience with polymeric materials

3) Blend of scientific talent and business success is key

4) Strong experience with advanced materials manufacturing

5) Proven experience with manufacturing scale up for polymer processing & testing, pilot plant build out

6) Strong focus on the least cost & least energy path engineering

Following technical experience is useful, but specific domain knowledge (removed from this template) is not required:

1) Plastics for Electromagnetic Interference Shielding 

2) Resins for High Temperature and Fire Resistant Composites 

3) Resins for High Performance Composites 

4) Plastics for Electrical and Optical Materials 

Other:

Travel Requirement = 25%

Will pay to relocate candidate

Compensation:


$125 - $175 based on business experience

Performance Bonus – based on meeting or exceeding mutually negotiated goals

Stock Plan – basic stock plus bonus stock potential  

2. PERFORMANCE REQUIREMENTS AND THE WINNING TEAM.

(i) Job Titles are political in nature, in our example above the VP Engineering position was not available as a founder was “holding” this title and was unwilling to switch to a CTO title due to personal career requirements, so an “equivalent rank” title had to be found.  In addition, the company wanted to be seen as a technical innovator and in fact had a Japanese manufacturing partner, so a VP Manufacturing or VP Operations hire was not desired as the company did not want to be pulled too far in the manufacturing direction but wanted to focus on development of innovative coating processes.


(ii) The example is a top level job requisition, which does not define the detailed parameters of job performance, which was defined by the business plan – in the case of coatings manufacture time & budget to get manufacturing process up & running, technical issues that had to be resolved, volume of square meters/day or some other metric used to measure the capabilities of the candidate – based on past performance - and establish future performance criteria.

(iii) Performance can only be measured by performance metrics  - for example a CEO who has raised $1 million in private equity could be a good candidate for a company which wants to raise $2 million, but we would not recommend that CEO to a company which needs to raise $10 million or $20 million.   Budgets, staff supervision, products released on time and on schedule, manufacturing volume & quality goals met - a variety of appropriate metrics can be used to judge past performance.

Past performance measured by relevant metrics is the single best indicator of ability to meet target performance goals.  The new start-up can rarely if ever afford on the job training!

3:  BUILDING CORPORATE CULTURE

(i) When we meet with founding teams and ask basic questions such as (1) where will the company be in 1, 2, 3 years in terms of products, customers, revenues and (2) where will you be in 1, 2, 3 years in terms of your responsibilities, compensation, work hours, etc. we often find that real lack of match in the vision of the founding team.

Founding teams determine the future of the company, the “founder effect” is quite real and the founding team needs to consciously agree where the company is to go - in order to actually get there!  

Agreement must be reached and maintained not only on goals but also on process.  For example, will the team work on a consensual basis – everyone gets their say and work proceeds based on common agreement (typical “Japanese” model) or will the team work on an entrepreneurial, almost opportunistic basis (typical “Silicon Valley” model) – 

once vision is established and goals are set each executive, team leader, etc. leads in their area of responsibility and keeps others informed as required for common tasks.

(ii) Founding teams should regularly meet to define and agree on goals for the company and the roles, performance criteria, communication and work process, and other factors that create the work environment.  

Once agreement has been reached on vision and goals this should be reflected in the company’s positioning in the marketplace, web site, and other aspects of the company’s appearance to both insiders and outsiders.

(iii) Communication styles, spoken, written, presentation, coaching, mentoring, etc. are key requirements to build the desired corporate culture.  This includes communications from the team to candidates and by candidates to the team.  Some areas of measurement for new hires include focus, clarity, appropriateness, etc.  In the case of technical personnel published papers can be one source of evaluation - as personal styles are present in even the most technical document.  

(iv) In the recruiting process for new candidates for hire, repeated interviews with all key people on the existing team – both 1:1 and group interviews, as well as requesting formal presentations in response to performance requirements and on topics of interest to the company are two key ways to determine communications styles and fits with corporate culture.

4:  PROCESS KEYS TO BUILD A SUCCESSFUL TEAM

I. Establish a formal hiring process, including interview protocols, reference checking protocols, and so forth – an example of a recruiting protocol follows.

II. Hire top down – and have senior people work lower level jobs as required until funding or other constraints are relaxed to allow lower level team members to be hired.  The keys to success in staffing are (a) the higher level people can scope out job requirements and are in a much better position to manage subsequent hires if they have successfully accomplished tasks (b) generally higher level people are better at multi-tasking and get more done in rapidly evolving and semi-structured start-up situations

III. Hire “been there, done that” when possible – a start up lacks the resources – both people and the financial runway – to support “on the job training”, with the exception of specific domain knowledge relating to the company, its proprietary technology & applications, and marketing network.

IV. Focus on benefits which align team members with corporate goals – bonuses, promotions, educational opportunities, flexible stock plans, flexible work places (i.e. mobile tools so team members can work at home, on the road, etc.)

V. Stay as flexible as possible - leverage on-going and project consultants when possible, but convert them to “permanent” employees or hire a replacement when the role becomes critical for the company’s growth.  Align consultants with corporate goals by providing stock & other benefits.  

While the short term cost will often be more when working with consultants, this is an investment in your company which can often yield major payoffs – including people referrals which eliminate recruiting fees!

VI. Timing of the hiring plan should never prevent the hiring of stars who will be needed “later”.  The performance of one star often cannot be duplicated by several intermediate players.  We recommend the hiring of stars whenever they are found, assuming a cultural fit and compensation and other requirements that work for the company.

Contact: Please address all comments & inquiries to: Bo Varga, bvarga@USnano.biz, skype siliconvalleynano. Bo uses transaction focused marketing to close business deals, fundings, and to recruit top quality people.
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