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Dedication

To the innovators around the world whose bold

endeavors flare with the intensity of a bonfire: may this

book be a helpful partner along your journey.
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A Note to the Reader

This book represents the views and opinions of the authors and not necessarily those of Google LLC. The authors are not official spokespersons for Google, and the ideas and opinions expressed in this book should not be attributed to Google, Alphabet, or any of their affiliates.




Introduction

Teams Are Harder than Tech

“Engineering is easy; people are hard.” We’ll never forget this line from Bill Coughran, a partner at Sequoia Capital who cut his teeth as a researcher at the legendary Bell Labs and went on to run some of Google’s most successful products, like Search and Maps. Coughran recognized that most people at tech startups believe that their success will ultimately be determined by three factors: technology, market fit, and raising enough capital. Deliver on all three, the thinking goes, and any startup can scale at rocket speed.

This widely held assumption ignores one key challenge that doesn’t get nearly as much attention. According to researchers from Harvard Business School and McKinsey & Co., 65 percent of startups fail because of people issues,1 not flawed technology, a misguided product, or a lack of cash. A vast majority fail because they can’t figure out how to get the right team on board and working well together.

Take a close look at the story of a successful team, and you’ll always find two intertwining plotlines. First there’s the public story, often retold on the stages of startup conferences, on podcasts, and at launch events. Spurred by the brag culture of the startup world, founders craft a narrative that’s bold yet simple: “We raised x million dollars, hired y people, and entered z new markets in our first two years.” This story is easy to follow and exciting.

But there’s another story that takes place, often behind closed doors, away from the scrutiny of the public, the media, or investors. It’s much messier, often featuring private mental battles and painful team conflict. It’s those moments when people lost faith in the idea, disagreed on how to pivot, or got into gridlock over the best way to spend their limited cash. It’s also how they persevered and recovered when the stress erupted into ugly, damaging arguments. Accomplishing x, y, and z against this backdrop is all the more impressive—and yet we’re trained to hide the complicated reality of human collaboration.

What gets a team to the finish line, it turns out, isn’t so much their countless late nights working passionately on a product. It’s how they respond when doubt creeps in and progress stutters, when pressure builds and that little voice in their heads tells them they’re probably doing more (and receiving less) than their teammates, when they need to let go of that loyal friend who offered so much help in the early days, or when they worry that they’re underqualified for the job and fear being exposed as impostors.

This book is about this second plotline: the people issues that sink even the most promising endeavors.

A Problem as Old as Technology

Examine the history of technology and you’ll find many iconic pioneers who struggled to become effective leaders, hang on to talented people, and turn their ambitious visions into reality.

Take William Shockley, one of three inventors of the transistor, a foundational innovation that led to the creation of today’s computers, smartphones, and every digital device you can think of. Winner of the 1956 Nobel Prize in Physics, Shockley was by all accounts brilliant—but his brilliance stopped short of his understanding people. He earned a reputation as extremely difficult to work with. He was always certain he was the smartest person in any room, and he never let anyone forget it. He was the textbook case of “a genius with a thousand helpers.”

When his employer, the Bell Labs research center in New York, refused to promote Shockley to senior management, he quit to launch Shockley Semiconductor Laboratory. He hired several PhDs from MIT and moved to California in the earliest days of what became Silicon Valley. Right from the start, Shockley Semiconductor had a paranoid, authoritarian, and tyrannical culture. Legend has it that when a staffer suffered a small cut on their finger, Shockley insisted someone on the team was responsible for the wound and called in the police to subject the entire lab to a lie detector test.2

By 1957, Shockley’s best people were fed up, and eight of them—soon to become famous as “the Traitorous Eight”—quit as a group to launch a new company, Fairchild Semiconductor, which continued to develop and commercialize the transistor and integrated circuits. Shockley could have shared in the success of those “traitors” as their work became standard tech in almost every computing device. More important, he could have built a legacy that stretched well beyond his early technical achievements. Tragically, his excellence in building technology was no match for his ineptitude at building teams.

Of course, oppressive bosses are not the only type of bad managers. There’s also a long history of beloved leaders who excel at creating a welcoming and inspiring team experience but then stumble because they can’t hold people to high standards or hard deadlines.

Consider the company that built the prototypes of what eventually became the first smartphone, almost two decades before Steve Jobs changed, well, everything, by launching the iPhone. This company was General Magic, founded in 1990 by Marc Porat, Bill Atkinson, and Andy Hertzfeld. “I had wanted to create ‘engineering heaven’ for engineers, and so I raised money to do that. They were free to imagine and play and invent and write,” Porat recounts.3 He was charismatic and spellbinding when presenting his vision of the future. General Magic abolished dress codes, which may seem quaint now but was revolutionary at the time. Bunnies roamed freely around the building to inspire creativity, and meetings were conducted with employees sprawled out on the floor. The best and brightest engineers and designers flocked to join this wild alternative workplace.

These talented, eager techies roamed as freely as their rabbits: they had no managers, no schedules . . . no neckties! And innovation flourished. Ideas for the USB, software modems, small touchscreens, networked games, streaming TV, and the e-commerce model were all born in this creative den. Side projects were not seen as distractions; they were supported as potential paths to breakthroughs. Before long, the media had anointed General Magic as the next big thing in computing. When the company went public in 1995, the stock price rapidly doubled.

When the pressure mounted to launch a working device, trouble came to paradise. The company had not built the muscle to hold people to deadlines or manage operational risk. Having no taste for discipline, Porat and his cofounders pushed their self-managed environment beyond its capacity. As Darin Adler, one of the free-range engineers later asked to manage the team as director of software development, recalls: “The deadline is everything—meet this date or miss your opportunity to change the world. I don’t think we had anyone saying that.”4 There was little he could do to undo the beloved culture of near absolute freedom.

You’ve almost certainly never heard of General Magic, because they went out of business in 2002 after several years of losses, layoffs, and missed projections. Their visionary phone was finally launched, but while it excited investors and media, the consumer public didn’t get it. The company sold a meager three thousand units at launch, largely to the extended networks of the “Magicians” (i.e., their employees). Consumers who did purchase the phone complained that its network didn’t work well, its revolutionary touchscreen and software were glitchy, and its battery died quickly.

Of course, cultural problems weren’t the only reason General Magic failed. The internet was in its infancy, the public yet to be educated, and however “magical” the company’s technologies, they would need several cycles of iteration to resolve the glitches. Nevertheless, the company’s cultural problems predestined it to failure. Even the visionary himself, Marc Porat, eventually agreed: “In retrospect, it would have been welcome in our culture if there was a really tough leadership that could have taken control of what we were designing, with exactly what features, how much time it would take, and how to minimize risk. In other words, all the things which are fundamental in good technology management. That was missing.”5

In the long arc of technological innovation, failures like Shockley Semiconductor’s and General Magic’s aren’t true failures; their alumni go on to great careers and future discoveries. For example, General Magic alumni include technology heavyweights such as Megan Smith (US CTO during the Obama administration), Tony Fadell (creator of the iPod and iPhone and founder of Nest, which Google later acquired), Kevin Lynch (former CTO of Adobe and creator of the Apple Watch), and Pierre Omidyar (founder of eBay).6 Still, we’ll never know what miracles General Magic might have brought to market, and on what timeline, if only it had better harnessed the genius in that deep pool of talent.

Trying to Understand the “Madness of People”

Teams that pursue ambitious goals will inevitably suffer contention and internal criticism. They need to get good at managing and recovering from personality conflicts while keeping standards high. History shows that it’s easy for very smart people to get this balance wrong. The very same people problems that tech teams faced in the 1960s, ’70s, and ’80s still exist today. While progress in technology has surged like lightning, progress in human dynamics has moved much slower.

Recently, we’ve heard jaw-dropping trainwreck stories about the founders of unicorns like WeWork, Uber, and Tinder. People issues have plagued companies of all sizes, and only some of them have worked through the grueling conflict and recovered. We can only wonder how much more successful some of these companies might have been.

It’s tempting to think these were tactical miscalculations, anomalous mistakes by companies that were mostly doing well. Yet if you look at any company that blows up because of people issues, you can rewind the tape six, twelve, or twenty-four months to where the challenges started. And you’ll see that these were avoidable problems—if only they had been addressed early enough. You can almost always point to an inciting incident: the sidestepping of a robust conversation around equity splits, the sloppy hiring of an industry veteran, or a half-hearted attempt to paper over a conflict with forced harmony. These interpersonal issues often start small, deceptively insignificant to waste time on. After all, there are more concrete, important challenges to wrestle with. But over time, the people problems grow until all those concrete challenges crumble beneath them.

Should one idea resonate above all others from these pages, let it be this: Ignoring people issues in favor of technical, financial, and strategic issues is a fatal trap. Those deceptively minor, hard-to-quantify team challenges will undermine your success if not confronted with resolve.

Sir Isaac Newton once said, “I can calculate the motions of heavenly bodies, but not the madness of people.” Our hope is that this book will help you better understand the madness of people and gain powerful tools to prevent that madness from derailing your goals.

How We Created the Bonfire Moment

This book was inspired by the work we’ve done in building Google’s Accelerator program for startups since 2015. The Google for Startups Accelerator invites some of the most promising growth-stage startups7 from around the world to Google’s campuses and takes them through a boot camp–style experience. Its mission is to support thriving, diverse, and inclusive startup communities of every stripe, in global startup hubs that include Africa, North America, Latin America, Asia, and Europe. Google for Startups also runs special programs for underrepresented groups such as Black and women founders. And they partner with ecosystem builders like incubators, startup spaces, and venture capitalists (VCs) in cities around the world.

Initially, these Accelerator programs focused on the so-called hard stuff: innovating technology, developing new products, growth hacking, and refining user experiences. Josh, whose team pioneered the Google for Startups Accelerator, had an early sense that their curriculum also needed to address organization and leadership challenges. Josh himself had built several teams and had experienced firsthand that mastering the hard stuff was not enough.

Around the same time, Martin, who was based in Google’s Singapore office in 2015, was building out a no-frills leadership workshop based on how Google trains its own leaders, and on state-of-the-art research about startups. Martin’s team was advising Google’s senior leaders on their people and culture challenges, and this was his 20 percent project.8

A pilot program was approved with a small budget, and we set out to help founders solve their people problems with an intense, in-person workshop. Our first pilot location was Jakarta, Indonesia. To our surprise, the startups didn’t just find the workshop incredibly valuable, they found it more valuable than other compelling Accelerator workshops on machine learning, growth hacking, and user experience.

To make sure these initial responses weren’t an anomaly, we tried the same workshop in Bangalore, followed by Singapore, São Paulo, Tokyo, Tel Aviv, Bogotá, Warsaw, Muscat, San Francisco, London, and Toronto. Founders everywhere continued to give us rave reviews, and our workshop became the consistently highest-rated experience of the Accelerator. Consequently, program managers across the globe were asking us to train facilitators so they could continue to run the workshop. Josh was convinced that we had stumbled upon a huge unaddressed need.

Over the past nine years, we’ve reached startup teams in more than seventy countries. At the end of every workshop, participants have frequently asked for materials to run their own bootleg version for their teams. Or they ask where they can buy the book that captures all of our ideas and tools. They’ve always been disappointed to hear there isn’t one. Until now, only a select group of startups admitted to Google’s Accelerator could access this exclusive workshop.

Finally, we’ve distilled the insights and strategies of our sought-after single-day program into this book. We’ve captured the people problems that have been surprisingly consistent across countries, cultures, and industries. We’ve engineered into our methodology a process for extracting insights about yourself and your team and learning to have important and, at times, uncomfortable conversations. We’ve drawn lessons from the hundreds of startups we’ve worked with closely. Each element of our methodology and tool kit has been road tested hundreds of times, and we’ve kept only the parts that startup teams told us were useful.

We’ve come to call this workshop the Bonfire Moment.

Imagine, for a moment, what it’s like to be standing near a raging bonfire. Fire can be a wild and destructive force. Yet here you and your friends are, basking in the light and heat of a carefully controlled inferno. You can inspect the flame up close without being consumed by it. In this space, everyone’s senses are heightened. The sleepy become alert. Problems and grievances can be examined in a new light.

That’s the kind of experience we inspire with our workshop. Working collaboratively on a near-impossible goal under severe time constraints can sometimes feel like being in the fire. Our workshop allows teammates to step back from the flaming pit and consider their collaboration—and especially its flashpoints—in safer, cooler air. The Bonfire Moment is a structured place and time to regroup, get back in touch with their mission, bandage relational wounds, and prepare for the next push. We know that startups are starving for this type of help, and getting it can mean the difference between success and flameout.

How This Book Is Different

Business books that offer help to entrepreneurs tend to fall into one of three categories.

One is the victory lap, in which an entrepreneur tells their story of hustle, struggle, and success. These books are often inspiring and fun to read and make an important contribution to the world. But they are prone to survivor bias—the assumption that we can extract a success formula from the victorious without also looking at why others have failed. When you read such books, you can easily fall under the spell of a simple story told with the benefit of hindsight. The true startup journey is never that clear. This book will share stories of triumph alongside detailed accounts of setbacks, and lean on a large corpus of data and anecdotes to uncover what effective founders do that the ineffective don’t. We think there’s a lot to learn from both.

Then there’s the academic book, which holds the highest bar of evidence to back up every bit of guidance. We love these books because they challenge our intuitions and parse out good advice from bad. But they can be dense and not always straightforward in their practical applications. So we’ve done the work for you and sifted through decades of research, both from academia and from our own tour around the world. We’ll help you question some of your assumptions with the use of data, provide proof points for others you’ve held subconsciously, and offer concrete, practical actions you can take.

Finally, there’s the framework book, usually written by a smart consultant. They offer a neat, simple framework to explain any example, good or bad. Some of these books are wildly popular precisely because they provide an easy way to understand the world. But challenges in startups are multifactorial, so a neat framework is usually oversimplified. We agree with H. L. Mencken: “For every complex problem, there is a simple solution that is elegant, easy to understand, and wrong.” Yet we understand the value of simplifying complexity: it provides a starting point to address big challenges, allows you to take action, and ensures the concepts are memorable and therefore more likely to be used. In this book, we candidly narrate the trials of building a startup, not shying away from its messiness. Simultaneously, we provide mental models and conceptual scaffolds that highlight issues deserving your focus. Our approach is to offer simplicity only where it aids understanding. But we strive to heed Einstein’s advice: to make everything “as simple as possible, but no simpler.”

We’ve combined the best parts of these book archetypes to give you something even more helpful. This book is based on the patterns we’ve seen in our work with startups in every corner of the world, from seed-stage companies to three-thousand-person, post-IPO companies. We’ve collected lots of data along the way, using people analytics techniques that offer rigor and precision where there hasn’t always been. You can think of this book as a large-scale body of quantitative and qualitative observations—ten thousand people working at hundreds of companies in seventy countries. We offer only the solutions that we’ve seen help teams get unstuck, along with inspiring stories of teams that got it right (and some that got it wrong).

Who Should Read This Book

Not everything in this book will apply to you 100 percent of the time. The insights, stories, and tool kits were honed by our encounters with startups, but you’ll get tremendous value from them even if you’ve never worked at a startup and have no plans to do so in the future.

Startups are unique in that their goals tend to exist outside the realm of possibility. “10x, not 10 percent” and “moonshot thinking” are mantras in this world. Founders are hugely ambitious, aiming to make the impossible happen. But startups are also typically under tight resource constraints, and many shut down when they run out of money. They have a very short runway to either take off or crash, which contributes greatly to the intense environments we talk about in this book.

Despite these unique characteristics, startup teams have much in common with other kinds of teams, from those at corporate giants to those at nonprofit organizations operating on a shoestring budget. Whenever big ambitions and driven people come together, they can create intense team dynamics that often have the same exciting results as startups—but on the flip side, many of the same problems.

The startup stories in this book might feel right on the nose for some readers, or perhaps like an extreme version of what others are experiencing today, but we’re confident they’ll sound familiar. We also believe the insights they’ve produced will bring the power and light of a bonfire to your biggest challenges, no matter where you work.

How to Use This Book

Part I explores why teams are harder than tech. We examine why startups that seemingly have everything going for them still fail—underscoring the economic benefits of getting the people stuff right. The chapters in part I delve into the four traps we’ve observed startups predictably fall into. We bring to bear the data we’ve collected from our work across every major startup hub in the world and from academic research that convinced us of the value of the Bonfire Moment. Along the way, we share some practical ideas for you to put into action.

Part II equips your team with strategies and tools to avoid or escape these traps. These chapters are based on the four time blocks we’ve developed for our full-day workshop, and they include step-by-step instructions, templates, and guidelines to run your own DIY version. Every workshop requires a leader, so consider appointing a team member or a trusted mentor to effectively guide the group through the process. Regardless of how you customize the process, the most important thing is that you jump in. This book will give you everything you need to create your own Bonfire Moment.

We wrap up part II with ideas for extending the impact of the Bonfire Moment into a regular, ongoing practice for your team. Following through on the dialogue that’s triggered in the workshop is essential; failing to do so will allow old patterns of behavior to reemerge. We’ll show how startups have adapted our tools into permanent rituals, and how they’ve experienced profound changes as a result.

Our Promise to You

We can’t promise that this book will make any team wildly successful. Only a huckster would try to sell you a foolproof formula for success; there are far too many variables at play, including sheer luck. But what we can promise is a road-tested means to anticipate and address the biggest people problems that disrupt even the most promising teams. Our proven methodology will de-risk your efforts.

Use this book like you would a good mentor; come back every so often to keep the ideas and practices fresh. You can return to various sections whenever you recognize that your team is falling back into these traps.

The process of developing a strong and healthy team never truly ends. Let’s go!




Part 1 /

Why Teams Are Harder than Tech . . .




Chapter 1

Startups Have a People Problem

We’re kicking off a workshop at 9:00 a.m. in a large Google meeting space. About forty people from various growth-stage startup teams are sitting at tables around the room. We may be in Silicon Valley or New York or Toronto, or it could be São Paulo, Tel Aviv, Bangalore, or Singapore. Regardless of where we are, the vibe is almost always the same: some members of the group are excited to be here, some have a wait-and-see attitude, and some really, really wish they were somewhere else.

We understand the third group’s frustration and skepticism. They are all participants in a Google for Startups Accelerator, a highly selective program offering growth-stage startups tailored technical, product, and leadership training. Today they’ve been told to give up a full day to attend this workshop about, of all things, people issues. “Why would serious entrepreneurs and technologists waste a whole day on touchy-feely stuff?” they think. We see them grit their teeth and silently resolve to endure this so they can get back to what they consider their real work.

There are no pleasantries or breaking-the-ice exercises. Instead, we start the session by jumping right into a “sixty-second case study” about two startup founders, asking everyone to play a quick game of prediction: Which one is more likely to succeed?

The first is Alex, the CTO of a small startup that’s working on an on-demand app. He has great ideas but often feels frustrated that the junior engineers can’t keep up. Alex hired them all from the same distinguished university, and they all seemed like quality software engineers on paper. But after months of daily stand-ups, weekly flare-ups, and long nights doing quality control, Alex gives up on them. He decides to lay off five junior engineers (using the excuse that he has to downsize) and replaces them with two more experienced and much better-paid engineers.

This fix seems to work. They ship a better product that year, boosting their daily active users beyond their investors’ expectations, which allows the startup to raise more funds. But soon after, Alex’s brightest engineer quits. Asked why, the engineer replies, “To be honest, I don’t have much to learn from you. I’m not growing in this job. I’m moving to another company where my new boss promised to mentor me.” Alex is gutted—and worried that his six-month product road map is now at risk.

As the room processes this unfortunate conclusion to Alex’s story, we shift over to Dani, the CEO of a startup in the agriculture tech space.

With the charisma she honed as a community organizer in high school and college, Dani now leads her twenty-member staff with the ease of a naturally gifted leader. She gives an inspirational speech every Monday morning. She makes a habit of walking the floor to check in with people and pump them up, encouraging their highest aspirations. Dani cares about loyalty, so she really takes care of her early employees.

Jacob, her first hire, is a go-getter with a collaborative style that reminds Dani of her own younger self. She sees great potential in him and wants to help him grow his career. “I’ll make him a team leader,” she thinks. She knows he doesn’t have experience leading a team, but she believes he’ll figure it out, just like he always does. She gives him a pep talk about her vision for his new role, and sends him off without further support. She then turns her attention to other pressing matters.

Soon after, members of Jacob’s team begin to knock on Dani’s door, complaining that they aren’t getting enough direction from him. She hesitates to give Jacob tough feedback—she’s had only praise for him in the past, and this shift feels uncomfortable. Surely he’ll find his rhythm. But months later, Jacob’s team is badly underperforming on their OKRs,1 and one of his stars has threatened to leave if things don’t improve. Feeling terrible about it, Dani sees no choice but to let Jacob go.

Now we ask the room a simple question: “Who do you think is the better leader, Alex or Dani?”

A few people raise their hand to make the case for Alex. He was under time and resource constraints yet did the best he could. And he delivered! If he hadn’t pulled through, the startup wouldn’t have survived long enough to work on its people challenges. Then a few others make the case for Dani. She was clearly a more inspiring leader who was invested in her people. She took a chance promoting someone promising, but those bets don’t always pay off.

Others in the room protest that neither is a good leader. When it’s time to vote, we insist they pick one; “none of the above” is not an option.

“Who thinks Alex is the better leader?”

Invariably, fewer than half of the participants raise their hands, some of them with slightly rebellious energy—as if they assume we’re squarely on team Dani because, well, we’re the “people people.”

“Who thinks Dani is the better leader?” Again, fewer than half of the participants raise their hands. We gently chide the abstainers.

Then we change the questions: “Who here is more like Alex? Who here is more like Dani?” To everyone’s amusement, the people who thought Alex was a better leader think they are more like him. And the same for Dani’s supporters.

Fascinating. Chuckles fill the room. One explanation: people like their own leadership style and will defend someone similar. Or perhaps a better explanation: people see their own errors in those made by either Alex or Dani and are therefore more forgiving of those types of mistakes.

We throw two new questions at the room: “Who would hire Alex? Who would hire Dani?” The debate energy often shifts at this point. A show of hands reveals that most people would hire Alex. Not all, but most.

And then a final question: “Whom would you rather work for, Alex or Dani?” Most people choose Dani. They’d hire Alex but would prefer to work for Dani!

“Did you see that? Did you see the wild inconsistency of this group? Most of you would hire the person you’d hate to work for!”

As this paradox sinks in, there’s nervous laughter. Then pensive silence. We don’t speak again until you can hear a pin drop. Everyone in the room is now laser-focused on us. We’ve just established the first key message of the day: the people stuff is hard. And getting it right can be the difference between a startup that fails and a startup that succeeds.

No one in the room is cynical, indifferent, or resentful about being in the room anymore. It’s dawned on them that this touchy-feely people stuff is actually quite important. They’re all in.

It’s now about 9:30 a.m., and we’re on track to run a workshop that can transform their businesses and maybe even their lives.

Rocket Science Is Easier

You most likely launched or joined a startup because you care deeply about an important, difficult challenge you want to help solve with cool technology. You probably spend most of your workday wrestling with hard, complex, vexing problems. And when you joined the startup world, you probably didn’t imagine that your colleagues would be among those hard, complex, vexing problems.

Perhaps you’ve heard the cliché “This isn’t rocket science!” used to compare the “soft” problems of people with the “hard” problems of innovation. The irony is that humans have gotten incredibly good at rocket science. Since way back in the 1970s, NASA has been able to send a rocket 400,000 kilometers to the moon and land it within 0.2 kilometers of the touchdown target.

Contrast that with our struggles to understand and predict human behavior. Social scientists are thrilled when they can explain human behavior with 50 percent precision using their most advanced experimental techniques; they call this a strong correlation. The other half is essentially unaccounted for. Somewhere out there an actual rocket scientist is laughing . . . or crying!

The tools we use to understand people are constantly improving, yet building and maintaining a great team culture remains hard, complex, and vexing. As we mentioned in the introduction, a Harvard and McKinsey study found that 65 percent of funded startups fail primarily because of people problems.2 In 2020, this study was replicated by researchers from Harvard, Stanford, and the University of Chicago. They surveyed close to seven hundred venture capital firms across the world and found a similar picture. The top reason for startup failure, by far, was people-related.3

[image: image]

The biggest people challenge is usually conflict within the founding team. Cofounders get frustrated because their teammates aren’t pulling their weight, aren’t committed enough, don’t have the skills they were supposed to have, or have different priorities for the product, fundraising, or exit plans. A business founder may assume the technical founder knows everything there is to know about building a world-class product. The technical founder may feel frustrated that the business founder consistently overpromises to customers and investors and underappreciates the complexity of the work or the technical risks of moving too quickly.

The list goes on. As they scale, the startup’s leaders find it incredibly tough to recruit good people, and they take too long to let go of unproductive, toxic teammates. They also become less effective at making decisions, because consensus is their first instinct but is increasingly harder to reach. They struggle to prioritize the startup’s time, effort, cash, or all three.

Considering all these issues, it’s not surprising that 55 percent of cofounders end the partnership within four years of starting a business.4

VCs Bet on the Jockey

VCs have a long history of debating the question of whether it’s better to bet on the horse or the jockey. The horse is the product, strategy, and financials. The jockey is the founder and the team. One of the first successful VCs in Silicon Valley, Thomas Davis, an early backer of Intel and Apple, was clear about this point: “People make products; products don’t make people.”5

Given the failure factors we’ve already outlined, it’s no surprise most VCs pay more attention to the strength of a startup team than to their technical innovation or business model. The data shows that 47 percent of VCs around the world look to the startup team as the most important factor when deciding on an investment, far exceeding other factors like the product (13 percent), the business model (10 percent), or the market (8 percent).6
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And the evidence doesn’t stop there. There is now rigorous research demonstrating that strong teams ultimately make a huge difference in achieving big goals.

Stanford professor Charles O’Reilly and his colleagues7 asked the question: How does a tech company’s culture affect its financial performance? They found that within the tech sector, getting your team culture right helps explain 50 percent of a company’s market valuation and 51 percent of analyst buy/sell recommendations.

A strong culture is always important—even more so during tough years. A study on company performance that spanned four decades found that companies with a strong culture dramatically outperform their peers during financial crises and recessions. Just take a look at the thirty-month period of the dot–com crash from 2000 to 2002 and the eight-month period of the global financial crisis in 2008 and 2009 depicted in the graph below.8 The benefits of a strong culture are subtle in calm waters but pronounced in a storm.
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We’ve sat with CEOs of billion-dollar enterprises working hard to rush into new markets and reach scale. Time after time, they tell us they have a bigger market than they can address. They have great product ideas and sources of capital. The biggest constraint on their growth, by far, is hiring enough good people and then getting them to work effectively as a team.

Two Ways to Ruin a Team

Let’s return to Alex and Dani, who are actual startup founders we know, with only their names and a few details disguised. We listened to their painful experiences. We took account of the pressures they faced, the personalities at play, and the egos at risk. Unfortunately, their stories echo those of hundreds of other entrepreneurs. Alex and Dani both failed at the most difficult task of leadership: walking the tightrope between delivering results and building a strong team culture. Between performance and people.

Under pressure to reach the impossible expectations of his startup’s product road map, Alex’s response was to push his team to maximize their output. He was a trained engineer but had no training in leading a team before being thrown into the deep end. Despite Alex’s unexpressed but ultimately good intentions, he felt there was no time to consider what the team needed from him; instead, he focused on what he needed from them. It’s no wonder that his best engineer concluded, “If no one here is looking out for me, I might as well look out for myself.”

In contrast, Dani wore her good intentions on her sleeve as a charismatic, people-oriented leader. She took a very public risk on Jacob when she promoted him. She had high hopes, but those hopes weren’t backed up by a thoughtful plan to support Jacob and help him lead his new team. Her gut-level decisions about people were often trailed by sloppy follow-through. She also had an aversion to conflict, preferring to focus on rah-rah team spirit.

Dani made several mistakes, but her biggest came at the end of the cycle of back-channeled complaints. Sure, Dani listened to the negative feedback from Jacob’s team and gave them the guidance they weren’t getting from their boss to address their short-term needs. She also gave Jacob a pep talk. What she didn’t do was take the much harder step of sharing specific feedback with Jacob and coaching him on how to guide his team. Before long, the situation was completely out of hand, and her business was at risk, just like Alex’s.

Learning Soft Skills to Solve Hard Problems

Fortunately, there’s a third approach that avoids the mistakes of both Alex and Dani. You don’t have to risk your team to meet deadlines (Alex) or coddle your team at the risk of your OKRs (Dani). Instead, you can lead like Aldi.

Aldi Haryopratomo is a startup founder who obsesses over solving hard, meaningful problems while also building the kind of team culture that delivers consistently outstanding results. After a stint at the Boston Consulting Group, followed by Harvard Business School, Aldi founded one of Indonesia’s earliest tech startups. His company, Mapan, sought to create banking services for millions of Indonesian families ignored by the big banks.

Mapan brought new financial products and opportunities to the community that met them where they were—from
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Four Predictable Traps That Derail Startups
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The benefits of a strong culture are subtle in calm waters but pronounced ina
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