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

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

Introduction:

Many nanotechnology startups usually are started by a scientist or engineer, often with no business experience.  These entrepreneurs often have a lack of customer focus, little to no background in launching or heading a corporation, or do not realize that they cannot drive a business as well as develop a technology and get a product to market. Even companies with the strongest potential and IP can become an unattractive investment decision if the right management team isn’t in place and if a cooperative team environment is not established & maintained both internally & with investors, customers, and strategic allies.

Article 6: Identifying & Filling Gaps In Management

Objectives:  Upon completion of this article, you will understand how to evaluate your management capabilities, gaps that need to be filled, and ways to fill those gaps with 

employees, long term & project contractors, boards, and advisors.  In addition you will gain some understanding of two important tools, the Bell Mason Diagnostics and the Stage-Gate® Product Development Process.

1) Bell Mason Diagnostics

The Bell Mason Framework is online at: www.bellmasongroup.com/framework.htm
The start-up / early stage company has 12 critical dimensions to monitor, of which the CEO, the team, and the Board of Directors are the three critical people dimensions responsible for the three key business domains – product, market, and finance.

The model covers four stages in a company’s emergence, vision & launch, alpha product, beta product, and market establishment & expansion.  Progress is measured in each dimension by establishing key milestones and the incremental performance measures required to achieve these milestones.

Spider graphs map the company’s status on all 12 dimensions.

For the launch the key requirements are the technology, the CEO, the business plan, financeability (positioning & presentation of team, product/market goals, and operational plan), and cash (closing funding).

The power of the Bell Mason Diagnostics lies in mapping the desired status in all 12 dimensions against the actual performance.

For example, a new company that is technology rich, up to an including a beta product at founding, but lacks a CEO with business experience, is unlikely to succeed even with a plan & financeability supported by consultants leading to A round funding.

Since all dimensions including financial controls are implemented by people, the diagnostics are a powerful tool for determining in-house capabilities and what capabilities need to be acquired at each stage of the company’s growth to market success.

2. Stage-Gate®
Details on the Stage Gate process are at: www.prod-dev.com/stage-gate.shtml
Stage-Gate® process is a conceptual and operational road map for moving a new-product project from idea to launch. Stage-Gate® is a widely employed product development process that divides the effort into distinct time-sequenced stages separated by management decision gates. Multifunctional teams must successfully complete a prescribed set of related cross-functional tasks in each stage prior to obtaining management approval to proceed to the next stage of product development.

The key components of the process are screens after every step from idea to revenue:

(i) idea / vision screen – establish & implement criteria for product implementation of technology – team focuses on product

(ii) scoping – size, time to market, ramp time for each idea

(iii) second screen – team focuses on product/market strategy

(iv) building business case – resources required – time, people, money versus return to company over time

(v) third screen – team buys into business & financial model

(vi) development of product(s)

(vii) fourth screen – product testing & validation – product tested in market

(viii) product launch

(ix) fifth screen – post launch evaluation at times and against performance measures determined in second screen

As with the Bell Mason Diagnostics, Stage-Gate®  requires people to implement each step in the successful product launch.

Both can be very useful tools, especially for the scientist or engineer or other founder who wants to succeed but who is not ready to turn over the company to an “outside” CEO.  While we strongly recommend hiring a proven CEO to lead & manage your business, we recognize that not always possible for a start-up nano venture, for financial, personal, or other reasons.

Using both processes will help you identify the gaps in your people capabilities.  These gaps can be met by employees, contractors or consultants, your Board of Directors, or your Board of Business Advisors or your Board of Technical Advisors.  

The following sections cover some characteristics of these different stakeholders in your venture.

We strongly recommend that you reach out early in your company’s history to successful individuals who have relevant experience and work to recruit those individuals to one of your boards.  The advice and networks of people who have “been there, done that” can help your company succeed and at a minimum avoid the most common missteps leading to failure of your venture.

3. Employees

The company needs a “permanent” team of employees as the base platform to close funding, develop product, and build relationships with customers.   The issue with start-ups is that they are usually long on stock and short on cash.  Often the most desireable people are very hard to get because they have other opportunities that pay more, are less risky or just plain less work – established ventures, large corporations, academic or government labs, etc.

At a minimum this team includes the key technical to commercialize the product plus an entrepreneur, founder, manager, or CEO – the business lead who talks with investors & customers, manages the team, & is responsible for meeting the payroll.

In general employees should be hired when needed and should be people who clearly can commit to 3 to 5 years full time (often including evenings & weekends) employment with the company.  

Past performance is the best predictor of future performance – a candidate who has held 3 jobs in the past 3 years is unlikely to be able to commit long term to your company as an employee.

We recommend that, if possible, a trial period of employment is included in employment agreements, say 90 days, where the CEO can terminate a new employee at any time and for any reason.  This gives the team the flexibility to part ways with a new employee when, for any reason, it does not look like the new employee will be a successful and productive contributor to the company.

Ideally employees could be first engaged as consultants to enable management and other relevant team members to determine how productive a working relationship is.

4. Contractors & Consultants

Generally contractors are temporary workers while consultants have an established business in sales, marketing, financial services, etc.

The advantage of working with contractors as temporary workers includes:

(i) you need people skills only short term for a task

(ii) you want to evaluate a candidate before offering full time employment

(iii) the skills are too expensive to afford full time & you only need part time

(iv) you only need part time but on a long term basis

The advantage of working with consultants for marketing, sales, fund raising, etc. is that these people usually have an extensive network of existing relationships that can benefit your business.  Of course you need to inquire regarding possible conflicts of interest with other clients.  And as with contractors you need to make sure that you limit access to your key information on a “need to know” basis and under an NDA (non-disclosure agreement) to protect your trade secrets & intellectual property.  At the end of a relationship these agreements should be reviewed with the contractor or consultant and all company property, documents, computers, etc. should be returned to the company.

5. Boards of Directors and Advisors

The general goal of a business lead, CEO, entrepreneur, or founder is to recruit the largest number of quality people to his or her goals while limiting the compensation in cash or stock to industry normal.

Board of Directors represent the stockholders in a company and hire & fire the CEO and contribute to corporate governance.  Usually the business lead, CEO, or entrepreneur is on the Board and often the chief scientist or engineer.  And of  course investors will want board seats.  Usually there is one to three board seats that can be filled by industry figures who can add credibility to the company.

Board of Advisors usually provide either business or technical advice.  The business board has either significant business experience and/or industry specific experience.  The technical board has relevant technical experience.  Both advisory boards consist of people who can be called on for information, advice, and connections.

Both Board of Directors and Board of Advisors people can you access extensive networks of investors, customers, and people who can help your business grow.

But in both cases you have the problem of recruiting people of high professional status who usually gain some stock in your venture but risk their reputation and credibility on promoting your venture.

In our experience the best way to build boards is to start with someone who has reputation & credibility they are willing to risk on your venture.  In turn you can leverage this person to recruit a second person and so forth.


That is, you can build a network of influence by recruiting the first board member if you choose wisely.

As with employees, contractors, and consultants, past performance is the best predictor of future performance.  Proven success as a director or advisor, preferably with a mix of large and small companies is one important criteria for your board members.  Their resume will clearly reflect this proven success – often that resume should be available on-line based on prior board membership or other accomplishments.  Other criteria are relevance to your venture – which can be established through several personal interviews – as well as time availability.

A member of the Board of Directors would normally commit one half day per month for regular board meetings and then probably one day per quarter for strategic meetings.  And of course be available when needed for phone dialogs or face meetings.  Directors who represent professional investors often expect to commit significant time with management, especially during the start-up & early stage phases of a new company, to help management achieve agreed on goals.

Board of Advisors normally would be available for an annual meeting and then for phone or personal contact for an hour or two every month.

Angel & Venture Capitalist investors can often be tapped for more time.  In our experience this time can only be utilized well if the company’s business leads has clearly defined goals & needs and communicates well and follows up to get what he or she needs from the investors.  Investors want to help but are bandwidth limited - usually they are involved with five or six companies as well as with their funds and the investors in their funds.  

We strongly recommend that you contact your investors with both opportunities and problems and ask for there help – and in fact tie them down to a time commitment, if needed, when they invest in your company.

Contact: Please address 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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