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Building the Winning New Venture Team, Introduction: Part 5 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 and 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: The Professional Recruiter’s Contribution

Article 2: Building the Winning Start-Up Team: Performance Requirements

Article 3: The Recruiting Process:

Article 4: Hiring, Motivating, Retaining Key Employees – the CEO example

Introduction:

Often new high technology companies are started by scientists or engineers with limited or no business experience.  We have worked with people who do not know what a “bill of materials “ or a “whole product” is.  These entrepreneurs often have a standard set of weak spots in their management skills – especially a lack of investor focus or customer focus. Even companies with the strongest product/market potential and IP can fail to close required funding or fail to close or keep key customers, if the team does not include people who can “talk the talk and walk the walk” with investors and customers. 

Article 5: What Investors and Customers look for in New Companies

Objectives:  Upon completion of this article, you will understand the key elements in the team that a professional investor or a major corporate customer needs to see in order to work with the start-up or early stage new company.  We include joint ventures, strategic alliances, OEM relationships, as well as direct sales in the customer category.

Elements in common are covered in the section 1, elements specific to investors are covered in section 2, and elements specific to customers are covered in section 3.

1) Investors and Customers: 

Investors & customers know working with a start-up or early stage company is risky.  

More to the point, whether working with a venture capital fund or a large corporate strategic ally, someone on the other side of the table has to stand up and be your “champion” and risk their own credibility, reputation, and possibly career path by buying into your venture.  Often “gate keepers” have to pass your venture as suitable for an investment or vendor status.  And “decision makers” have to agree to funding your company, purchasing your product, or making other commitments to your company to move you into the fast growth development path.

How can these key people be moved to engage with your venture in the first place?  
And how can you move them to a positive decision and positive action?

It all depends on your team, how they position and present themselves, what they say and do and how they say and do it.  It is all about building trust and reducing perceived risk and managing expectations.  And about using all your stakeholders as part of your virtual team.

Positioning and presentation are usually handled by PPT/PDF presentations, executive summaries, product data sheets, company brochures, company web sites and the like.  We focus on quality presentations, clean layout and graphics, relevant information – different presentations for different targets from a master set, and staged presentations.

That is, initially the person or team on the other side of the table wants to explain their interests and how you can help them meet their business goals.  Your positioning and presentations should be focused on the space where your needs and business goals intersect theirs – so much information is available on line and through relationship networks that there is no excuse for not understanding the general positioning and interests of the other team.

As you build your relationship your positioning and presentation needs to adapt to the specifics of the situation – you need to meet the needs of gatekeepers, identify and close with a champion, and move decision makers to your desired goals.

Your relationships and those established via your stakeholders can get you in the door and help convince gatekeepers, champions, and decision makers to work with you.  After that your success depends on your actions and behavior.

Your stakeholders include anyone in your business network who will work on your behalf because they are engaged with your team, stand to benefit from the success of your business, or have prior knowledge & experience working with your team.  Besides your founders, employees, and consultants, your stakeholders include your accountants, lawyers, board of advisors & directors, consultants in marketing, technical, & other areas, customers & vendors (including your landlord), as well as the business networks of founders, employees, and contractors usually who know your team.

Introduction to investors or customers by a trusted source who references your company or team is the fastest way to start building a relationship.  Ongoing support by a trusted source can help build relationships and work through problems, including miscommunications that occur in every relationship.

You can cast a much wider net to establish relationships using trusted sources by setting up a formal process that includes:

(i) identifying stakeholders who can help you with targeted investor or customer networks – best done by profiling the investor or customers you are targetingnso you can ID who you know & who you want an introduction or referral to

(ii) working a process to discover who will help you – you will need to know the nature of the relationship and how much time and energy the individual can and will commit on your behalf as a reference and to get and keep their commitment to help as needed – including participating at “get acquainted meetings”, phone conferences, emails, etc.

(iii) aggressively following up on relationship leads provided by stakeholders – this is a balancing act – especially at the beginning of a relationship too many phone calls, emails, etc. can position you as a nuisance while too few indicates a lack of interest.  

In general we recommend and use staged communications, that is new information should be provided in each communication “we just got our second patent issued” to help move the target towards your goal.

(iv) keeping your active references in the loop as you build relationships with the people they referenced – copying them on key emails, calling them or meeting them regularly for coffee, sending “thank you” notes, etc.

Is there an easy way to do this?  Ideally there is someone on your team who has worked marketing, sales, or business development and for whom the above process is part of his professional repertoire and for whom planning & implementation of this process is second nature.  

While this process may seem like a great deal of work, in our experience it is not - because a few contacts will lead to the desired result, at least in Silicon Valley.  For example with a recent start-up company we contacted 10 investors and 10 consultants we know who work investment networks.  The 10 consultants referenced another 10 investors.  We checked web sites, on-line biographies, and other publicly available information on the 20 target investors, narrowed the list to 7, and got strong investment interest from 5.  The company actually pitched only 5 investors, 3 offered to lead and 2 to participate in any syndication. 

We work as consultants, either directly with the founding team as temporary members or with the founder, entrepreneur, or CEO to help with positioning, presentations, and networking to targeted investors and customers.

We work on a retainer and transaction fee basis and are paid in stock before funding and post funding with a combination of cash and stock.

There are many individuals and teams in Silicon Valley that provide business development and marketing services if the company team does not have an experienced individual on board.

Of course we recommend the earliest possible hiring of a qualified CEO for funds raising and of a VP Marketing & Sales, VP Business Development or similar to augment the technical team.

However the start-up often has to gain some traction with investors or customers before a qualified individual is willing to risk his or her career, credibility, or reputation to join a new venture, so consultants are often used to provide temporary help.

Finally action and behavior are key to building and maintaining strong positive relationships.

We recommend a team focus to stay “on message” re the current company positioning and presentation, to “under commit and over deliver” rather than to “over commit and under deliver”, to always address any concerns or problems from the other party directly and immediately, & to build trust with the other party & a reputation for professionalism and strong concern for the requirements &needs of the other party.  “On time, on spec, & on budget” is the best bottom line summary for any business relationship.

2) Investors:

Investors understand that a start-up or early-stage company has more vision than reality, more flexibility than stability, and that the most important factor for success is the energy, focus, and perseverance of the team.  

That is, a strong team with a weak idea is more likely to succeed than a weak team with a strong idea.  And investors also understand that the team is fighting the odds against success and therefore needs to be opportunistic, to rapidly shift gears when a major new opportunity is created, to use a business plan as a roadmap and not as a straight jacket.  Sometimes teams do not understand this and stick to a business plan longer than useful or productive, so investors can act as a “reality check” at monthly Board of Directors meetings. 

Investors are most concerned with the ability of the entrepreneur, founder, or inventor to be able to clearly plan what the team will do with the money, their ability to implement the plan, and how the investor will achieve returns, usually by selling the company or taking it public.  The team is focused on building a company, the investors on making an extraordinary return within a fixed time period – usually no more than 5 years.  Investors see and invest in many deals, the team has only one company.  Investors want to be as helpful as possible – including using their experience to prevent problems – the team often sees the investor as interfering, controlling, or trying to dominate the company - without knowing the technology, market, or product details required for success.

Clearly there are built in tensions in the relationship between investors and the new ventures and the team needs to have on-board or as a stakeholder people who understand and can work with these tensions in a productive manner.  That is, someone who talks investor.

Investors prefer not to replace the CEO or key team members but they prefer even less losing money.  Entrepreneurs & inventors often under-rate the requirements for success as a CEO, even if they have the time & energy for that task as well as the technical & business building tasks they have already commited to!
3) Customers:

Customers have a much more specific technology, market, product focus that can be in tune with a founding team.  However, they also understand the time and costs of delivering a “whole product”, that is, commercializing a technology so that it delivers the whole package – customizatin, documentation, training, service, support, upgrades, drivers, interfaces, etc.  And they also understand the time, costs, & difficulties of scaling up to the volume required to gain the market share that will earn the profit that justifies the investment.

A start-up or early-stage company is risky to do business with.  For example major corporations often require such a company to put into escrow the IP, technology, BOM, source code, etc. – all the elements required to produce the target product in case the small company goes out of business.

Start-up or early stage teams often do not understand product market dynamics – existing supply chains and value chains will react to new, breakthrough technology with defensive measures – from the large company’s point of view the issue is what the product market dynamic is when the new technology or product is in mass production, not the situation today.
And start-ups are on a different time schedule – they need to show results fast – both to keep the team motivated and to keep attracting capital or market share or the other factors required for success.  Fast for a major corporation may mean 5 to 10 years and for the nano venture 5 to 10 months.  A middle ground must be found to make the relationship a success.

A scientist, engineer, or similar founder without this knowledge or experience will have difficulty convincing a champion or decision maker to proceed with the commitment, investment, and opportunity cost to partner with, buy from, or work with the new venture. Once again, we recommend recruiting people who understand, can work with, and ideally have relationships with the established industry players who are your target customers.  “A start-up cannot rely on another start-up for market penetration”.

Negotiation of the joint venture or strategic alliance can be successfully concluded working with investment bankers, business development consultants, and marketing consultants and we have worked in these roles.  At times it may make sense to enter into long-term relationships with consultants who have the required connections, experience, and knowledge and who only work part time for the nano venture.

This can both reduce fixed costs for the team and bring on-board people who are too expensive to hire as full time employees.  The last and final article in this series will address the tradeoffs between full time employees, part time but long-term consultants, and short-term contractors.

***********************************************************************************

Article 6, the final article in this series, “Building the Winning New Team” will help you identify gaps in team capabilities and understand how to fill those gaps through 

engaging with employees, consultants, boards of directors, and boards of advisors.  The article will cover relevant aspects of the Bell Mason Diagnostics and the Stage Gate Business Development Process and how these can help to shape the new venture’s planning & implementation of team building.

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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