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Building a High Performing Talent Engine in Startups

Contributing Principals: Managing Partner Michael Whitney & Managing Director Christophe Dumont

Behance Co-Founder Scott Belsky once said “It’s not about
ideas. It’s about making ideas happen.” Entrepreneurs
around the world have some version of that engrained

in them, which is why everyday life is filled with products
and services that make life more convenient.

Dozens of sources state the average failure rate for a
startup is upwards of 90%,* so the question that arises is
what are the 1 in 10 doing differently?

While capital is a critical component to success for every
startup, CBInsights identified a number of other reasons
why startups fail*> and most are linked to the leadership
needs of an early-stage company in some way.

Take into consideration that three of the reasons listed at
right are directly related to the team in place, meaning
more than 25% of startups are failing because the right
people aren’t there. Out of those remaining reasons,
several additional points like a flawed business model,
poor or mistimed product, pricing/cost issues and a pivot
gone bad are still reliant on the leadership within the
organisation.

Recently K&R Principals Michael Whitney and Christophe
Dumont spent time with incubators and senior leaders
from several startups in Israel, dubbed “Startup Nation”
due to having more startups per capita than anywhere
else in the world.? While the pair did discuss the

founder to CEO transition, the primary focus of these
conversations centered on the implications of prioritising
the human capital aspect of early-stage companies

and how that helps to mitigate risk and accelerate
organisational growth. Two core areas stood out during
their discussions:

Top reasons startups fail

Ran out of cash/failed
to raise new capital

No market need

Got outcompeted

Flawed business model

Regulatory/legal
challenges

Pricing/cost issues

Not the right team

Product mistimed

Poor product

Disharmony among
team/investors

Pivot gone bad

Burned out/
lacked passion
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https://www.krsearch.com/staff/michael-whitney/
https://www.krsearch.com/staff/christophe-dumont/
https://www.krsearch.com/2023/03/when-is-the-right-time-to-hire-new-leaders-for-startups-and-innovative-businesses/
https://www.cbinsights.com/research/report/startup-failure-reasons-top/

TIMING + BUDGETING

Every company’s growth cycle is unique, but typically The product to commercialisation bridge requires not only
leadership changes are driven by opportunities and the right leadership but the right timing, shown below in the
challenges. Identifying pivotal roles and planning for them is Gartner Hype Cycle graphic.*

a key objective startup founders and founder teams should

undertake early on. Knowing when to hire is just as critical as what functions

should be prioritised, given how quickly startup timelines
A point commonly heard by our principals when discussing

human capital with startups and early-stage companies is
the budget aspect, i.e. ‘we can’t afford to hire for that role
right now.” But if identified early enough and prioritised high
enough, that statement isn’t accurate.

move. The average timeframe for hiring is approximately
six to nine months from the time a candidate is identified
and recruited, gives notice to their current employer, and
onboards with the new organisation.

“Consider hiring as an investment, not a cost,” Managing Valuable time is lost by being reactionary in hiring for

Director Christophe Dumont said. “The right leaders in any organisation but especially early-stage companies and

place often means having a better bridge between a startups,” Managing Partner Michael Whitney noted. “By
great product and commercialisation, which can be the prioritising the people aspect, companies may find the
determining factor in success for startups.” solution to a problem that hasn’t even arrived yet.”
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STRUCTURE + SKILL
As a startup matures, the very structure of the company will Hiring with that in mind is imperative for startups and
have to evolve to ensure sustainable growth. Establishing early-stage companies, given their unpredictable and
an operating model that carefully balances fluid and stable ever-evolving nature. The leadership needs of this
elements is crucial according to McKinsey.® This structure type of organisation differ significantly from traditional

allows for agility when needing to pivot in changing market
conditions while simultaneously providing structure that can
be relied on to eliminate confusion and promote efficiency.

business models and must be reevaluated regularly as the
organisation matures, shown in the following graphic:
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Key tasks at various stages of companies’ scale-up journeys

Early

269

Ascending

Peak

809 Tod¢

Structure built
for growth

Establish the right
accountabilities

Establish the right structure to
support expanded priorities

Simplify increasingly
complex organization

Effective ways Build the right governance

Prioritize fast execution

Increase agility

of working instead of bureaucracy
Talent Identify pivotal roles and Build a deep bench of talent Rethink metrics for perfor-

engine strengthen talent engine mance management and DEI

Distinctive Focus on what makes us “us” Strengthen performance Remain connected to
culture execution purpose

Leadership Move from “expert” to “people Pass on the founder’s individual ~ Shift mindsets from

capabilities at leader” and from “technical” to leadership identity to teams leading teams to leading
scale “adaptive” leadership the organization
Founder CEO Reset personal priorities Set ambition for top team Measure effectiveness of

and top team

Graphic Courtesy: McKinsey

Knowing what core competencies are most important to
the role being hired helps to evaluate candidates more
effectively. In his recent discussions, Michael encouraged
business leaders to not only target the core competencies
that are most important to a company’s strategy, but also
to focus on those that are most difficult to develop through
training and experience on the job.

“Technical skills are obviously critical, however the ‘how’
and ‘why’ are just as important as the ‘what’ when hiring
for leadership roles, especially in startup environments,”
Michael commented. “They need disruptive leaders who
are highly adaptable, innovative, and resourceful to lead an
early-stage organisation.”

CONCLUSION

Building a high performing talent engine is imperative to
early-stage companies because it’s not just the amount
invested but the people executing the company’s goals that
makes success attainable.

RESOURCES:

the top team

Another area founders and founder teams should make
time for early on is defining the organisation’s culture,
mission, and values. A great product and competitive salary
may catch the eye of a high performer, but those aren’t
enough to keep them. Retention efforts should begin before
recruitment does with establishing and promoting a healthy
company culture.

Culture is cyclical — good or bad — and is directly related to
retention and company performance. A vibrant, innovative
culture is cultivated by having the right leaders in place and
may be a defining factor for many during turbulent times. If
employees feel valued, the decision to stay is easier to make.

The right leader multiplies your investment, accelerating
growth and ensures your organisation goes to market faster
with a proven product.

1 - HubSpot, How Many Startups Fail; 2 - CBInsights, The Top 12 Reasons Startups Fail; 3 - Forbes, The Promise & Future of Startup Nation;
4 - Gartner Hype Cycle; 5 - McKinsey, Scaling Up: How founder CEOs and teams can go beyond aspiration to ascent
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https://www.krsearch.com/2021/10/disruptive-leadership-where-innovation-agility-drive-business-success/
https://www.krsearch.com/2022/10/retaining-the-right-leaders/
https://www.mckinsey.com/capabilities/people-and-organizational-performance/our-insights/scaling-up-how-founder-ceos-and-teams-can-go-beyond-aspiration-to-ascent#/
https://blog.hubspot.com/the-hustle/how-many-startups-fail#:~:text=The%20reality%20is%20that%2090,they%20reach%20their%20second%20year.
https://www.cbinsights.com/research/report/startup-failure-reasons-top/
https://www.forbes.com/sites/gilpress/2023/02/24/the-future-and-promise-of-startup-nation/?sh=71c6c9c395dd
https://www.gartner.com/en/chat/gartner-hype-cycle
https://www.mckinsey.com/capabilities/people-and-organizational-performance/our-insights/scaling-up-how-founder-ceos-and-teams-can-go-beyond-aspiration-to-ascent#/

