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INTRODUCTION




There are only patterns, patterns on top of patterns, patterns that affect other patterns. Patterns hidden by patterns. Patterns within patterns. If you watch close, history does nothing but repeat itself. What we call chaos is just patterns we haven’t recognized. What we call random is just patterns we can’t decipher. What we can’t understand we call nonsense. What we can’t read we call gibberish.


—CHUCK PALAHNIUK, SURVIVOR




Years ago, when I was starting my first company, my idea of a successful startup mostly came from movies I’d watched, articles I’d read, and the ever-present popular mythology of famous companies. Facebook’s story made me believe that most successful founders start when they are in college, as Mark Zuckerberg did. Apple’s story made me believe that you needed two co-founders, one technical genius and one business visionary to become super successful (it wasn’t until much later that I learned Apple actually had a third co-founder at the very beginning).


Billion-dollar startups—or “unicorns,” a term coined by venture capitalist Aileen Lee—are, as their name indicates, relatively rare. They make up less than 0.1 percent of startups.


When I became a venture capital investor years later, I realized what a small and skewed sample had made its way to the media and shaped my perceptions. As a venture capital investor, I review, assess, and track hundreds of startups every year and have seen some of these companies grow to billion-dollar outcomes, but I still could not tell what was really different between those that did become great successes and those that did not, and perhaps neither could anyone else, at least not backed by data instead of gut feeling. So I decided to embark on a journey to answer a question that had nagged at me for years: What did billion-dollar startups really look like when they were getting started? Did they stand out from the pack on day one? If so, how?


Starting in 2017, I dug through internet archives, read hundreds of interviews, reviewed thousands of LinkedIn and Crunchbase profiles, and studied every public or private data source I could find. I spent thousands of hours over four years to gather this data, manually piecing together thirty thousand data points, analyzing over sixty-five factors per startup. I gathered information on everything from a company’s early competitors to its defensibility factors; from the founder’s age to their university rank; from the quality of a company’s investors to the timing of fundraising rounds—and much, much more. No study is meaningful without comparison to a baseline group, so I also collected the same data on a similar-sized group of randomly selected startups founded in the same time period that didn’t go on to billion-dollar valuations.


As I was collecting this data, I continued to hear stereotypes perpetuated by other investors and founders about what success looks like: That most billion-dollar companies are started by Ivy League dropouts. That they must have gone through well-known accelerator programs. That the founders must have solved a personal problem, or that their ideas had to be first to market and lack competition. While a handful of billion-dollar startups match these archetypes, most of them don’t. My dataset showed that the founders of billion-dollar companies were more likely to have PhDs than be dropouts, many of them had entirely non-technical co-founders, fewer than 15 percent went through any accelerator program, many weren’t solving a personal problem, and very few were first to market.


I wondered how many companies fail to get funding because they don’t match any known patterns. And how many would-be successful founders never start a business in the first place for the same reason? These questions led me to expand outside my dataset, gather firsthand stories from founders of these billion-dollar companies—and not just the well-known ones—and write this book.


There were over two hundred billion-dollar companies founded in the time period of my study, between 2005 and 2018, many of which you may not have heard of. Besides the Ubers, Airbnbs, and Zooms featured in this book, there are billion-dollar startup companies like Nevro, maker of a medical device that uses electrical stimulation of the nerves to reduce chronic pain, as an alternative to drugs. Or Tanium, which develops endpoint security-management software. There are also many examples of billion-dollar startups outside the typical tech hubs, like Peak, an Istanbul-based developer of popular mobile games.


The data informs my argument, and my interviews with founders and investors, which appear at the end of all but a couple of chapters, color in the details. In the chapter on work experience, you’ll read about how two founders were able to disrupt the cancer-treatment technology market without any industry experience. In the chapter on pivots, you’ll read about how YouTube was formed from a pivot. In the chapter on bootstrapping, you’ll read about GitHub’s early-stage financing for over four years before being acquired for $7.5 billion. And in the chapter on fundraising you’ll read about how companies like Peloton and Airbnb struggled with raising funds in the early days. You will see that some of my research shows that certain factors don’t matter at all (so let yourself off the hook and stop worrying!), and you’ll also see some factors that made a founder or idea more likely to succeed and just might inspire you to change your thinking. I’ll answer questions like:



• How many startups had multiple competitors at the time of founding?


• How many years of overall work experience did the founders have before starting their company? Was it in the same industry?


• Had most founders started another company before? If so, was their previous attempt successful?


• How long did it take from when they started to when they got their first investment? Was it from a brand-name investor or not?




In addition to the data, the interviews are a chance to hear the more nuanced stories directly from a few of these founders. In some cases they are a representative sample of the data, and in other cases they are outliers. The outliers are important too—they demonstrate that sometimes you can succeed even in the face of data that shows otherwise. We will hear from Max Levchin, co-founder of PayPal and Affirm, on market creation versus expansion; from Tony Fadell, founder of Nest and the inventor of the iPod, on product differentiation; from Michelle Zatlyn, co-founder of Cloudflare, on starting a company during the recession; and from Eric Yuan, founder of Zoom, on competition. We will talk with Peter Thiel, an investor in companies like Facebook, SpaceX, and Spotify, Alfred Lin of Sequoia Capital, an investor in companies like Airbnb and DoorDash, and Keith Rabois of Founders Fund, an investor in companies like YouTube and LinkedIn, about what they look for when listening to a pitch and how startups should best prepare for fundraising. I sat down with each of these experts and asked them questions about their backgrounds, their startup formation or investment stories, how they ran their companies, and much more.


My dataset includes any startup that at one point passed the billion-dollar valuation, whether by going public (via an initial public offering, or IPO), by getting acquired, or in private funding rounds—so my study is defined more broadly than just private investor valuations, which is what is usually referred to as a unicorn. Some might argue that the value of a unicorn is only on paper; indeed, many are overvalued or lose their status later on. Still, most billion-dollar startups are breakthrough phenomena. After all, the average startup typically fails and dies, while the average billion-dollar startup employs hundreds of people and creates products used by thousands of customers. Valuation is not the ideal metric to define “success” per se, but with the lack of available data on revenues, profit, or societal impact of these companies, it’s a good, if arbitrary, way to draw a line around what to study.


My hope is that the insights in this book will be not just eye-opening but also useful and practical on your own entrepreneurial journeys. Some founders may try to conform to certain narratives, build teams in specific ways, or shape their startups to fit stereotypes. Here, we’ll use data to figure out what really matters. You will learn that those who had a bug for building and leading projects or side hustles had a much higher chance of creating a billion-dollar company, and that while having almost ten years of work experience is the average, many of them didn’t know anything about the industry they were about to disrupt—and many never anticipated the level of success they achieved. We will see that creating highly differentiated products is important, but being first to market is not.


Some of the companies I’ve named in this book will lose their unicorn status at some point. The companies I’ve featured are not examples of generational empires that are supposed to withstand the test of time but rather are examples of startups that met some early, breakthrough success, captured the imagination of their customers, and became valued at over a billion dollars.


This book isn’t meant to predict who will and who will not succeed in building the next wildly successful startup, but it is a data-driven look at the patterns woven into the fabric and history of these billion-dollar companies, a history that is likely to repeat itself. My hope is that there are lessons to be learned from the data and inspiration to be found in the interviews. I aim to represent the diverse backgrounds of the founders, trace their journeys—failures as well as successes—and cut away the misconceptions and unjust biases that damage aspiring founders and investors alike. It turns out that you could look more like a Super Founder than you think.


One final note: while doing this research I could not help but notice the lack of diversity among these founding teams. Inspired by Ben Horowitz, I will donate proceeds from this book to nonprofits and charitable causes that help with upward social mobility and diversity.















CORRELATION IS NOT CAUSATION



A Note on Methods and Statistics


The goal of this book is to reduce biases and misconceptions, not to add more. That’s why I am starting it with a note on the methods and statistics that form its backbone.


You are going to read a lot of numbers and percentages in this book, and sometimes it’s easy to make the wrong conclusions from the data without having the right context. For example, if 10 percent of founders of billion-dollar companies have the first name John, it does not mean that being named John increases your chances of starting a billion-dollar company. There could be other confounding factors. It could be that 10 percent of all people in the country are named John. Or it could be that people named John come from families with higher socioeconomic backgrounds, and that people with more affluent parents have the means to start a company rather than take a job. Or it could be that venture capital (VC) investors are more biased to invest in Johns.


To better interpret the data, we need to understand the baseline. The ideal case would be to look at every person who has ever founded a startup and count how many were named John. But that would be impossible, given that hundreds of thousands of startups have been created. To account for the possible bias of venture capitalists, it would be great to know how many companies invested in by VCs had a founder named John. If only 1 percent of all companies invested in by VCs were founded by Johns, but 10 percent of billion-dollar startup founders were John, maybe being named John is a magic wand, and we should all change our names!


In this book, data from billion-dollar companies is compared to data from a baseline group of startups that did not become unicorns. Between 2005 and the end of 2018—the time period of my dataset—about twenty thousand startups were founded that raised at least $3 million each in funding. In the future, it might be possible to use artificial intelligence and natural language processing to automatically collect data on each of these companies. For now, though, it mostly had to be done by hand—for example, to determine competitors or defensibility factors. I manually collected the majority of the data on each of the startups in my study. This required a combination of judgement and pretty extensive research, so collecting data on all twenty thousand would have proven impractical.


In these situations, statisticians normally do what’s called sampling. I randomly selected two hundred companies from this population to study, and I collected all the same data elements that I had collected for billion-dollar companies. The data from this group of randomly selected companies—what I call the “random group” throughout the book—is supposed to represent what a typical startup looks like so that we can use it as a baseline to compare with the billion-dollar group. Statistical tests showed that two hundred samples were enough and were representative of the larger group.


When I compared the billion-dollar group with the random group, I used statistical tests with a 95 percent confidence interval. Since I was comparing two groups on multiple different factors (like founder’s age, funding amount, university ranking, and so on), I was prone to an issue called “multiple comparison problem”—meaning, if I kept comparing the two groups on a lot of different factors, I could end up by pure luck finding a factor where they were different. I fixed this false discovery rate problem using the Benjamini-Hochberg procedure, which makes sure that only the most significant differences (those that could not happen by chance) between the two groups are reported.1


Even with all my efforts to remain statistically sound, it’s worth noting that this is not an academic study. I could not normalize for every single factor, so pitfalls remain. With a study like this, potential biases always appear in the data itself—for example, survivorship bias (failed companies that don’t appear in any list), omitted variable bias (external metrics we didn’t study that may have had an impact), observer bias (some of the data points rely on my own judgement, which may have been unknowingly biased), incomplete data (for some companies, although not many, I could not find the data point), and faulty data (sometimes history is rewritten by companies, e.g., they identify an executive who joined the company later as one of the founders). We should also acknowledge the role that luck, privilege, and access played in the success of many of these founders.


All of that said, I spent countless hours collecting and analyzing what is perhaps one of the largest datasets ever compiled on startups and what leads to their success, and I worked with a number of academics to make sure the methods were valid and the conclusions sound. I hope the conclusions from this book can help push our industry ahead.















PART ONE



THE FOUNDERS


Ask any venture capitalist what they are looking for when evaluating companies, and strength of “teams” or “founders” is the first thing they’ll mention. And rightfully so. At the very early stages of a company, there’s little more to appraise than the people behind it. Great ideas only get executed by great teams, and the hunt for the very best people has led many investors to lean on archetypes of great founders. To understand what sets billion-dollar companies apart, we first must understand the people who build them. That’s why we begin with an analysis of founders.















1



MYTHS AROUND FOUNDERS’ BACKGROUNDS


ON AGE


In 2005, Aaron Levie was a sophomore at the University of Southern California—too young to legally drink—when he landed on the idea for his billion-dollar startup. He’d seen firsthand how difficult it was for professors and students to share and store large files. Even the studio executives at Paramount Pictures, where he’d been an intern, had the same trouble, often using flash drives to move digital files around. It was cumbersome and inefficient. Levie, who had recently worked on a school project about cloud storage, came up with the idea for Box, a way for people to rent a small amount of cloud storage to access their files from anywhere. He and a few high school friends built a prototype. Soon, the demand surged so much that Levie, balancing sixteen-hour days with the company and a full load of college coursework, dropped out of school to become Box’s CEO. He was nineteen.


There’s an enduring myth that most billion-dollar startups begin this way, by young people with the freedom to take big risks. It’s not just Levie—the legend of the tech wunderkind is etched into the public imagination. Mark Zuckerberg famously coded Facebook in his Harvard dorm room. Melanie Perkins was twenty-two when she pitched the idea of Canva, a graphic design platform valued at billions of dollars. Ritesh Agarwal was nineteen when he started Oyo Rooms, a global hotel chain valued at multiple billions of dollars. And Patrick and John Collison, the brothers who co-founded Stripe, were each billionaires before the age of thirty.


There are, indeed, many successful billion-dollar startup founders who launched their companies in their early twenties—but that’s not the case for most billion-dollar startup founders. We just hear less about the older ones from the media. Take Guy Haddleton, for example, who started Anaplan, a cloud-based enterprise software company. Haddleton dropped out of college to join the military, eventually rising to the rank of captain in the New Zealand Special Forces. Later in 1998, working as a corporate executive, Haddleton came up with a better way to plan, track, analyze, and forecast business activities with software. He turned the idea into his first company, Adaytum, which was acquired a decade later for $160 million. A few years after the acquisition, when Haddleton was fifty, he thought of a way to improve on the product he’d created—with cloud-based software. Haddleton started a new company, Anaplan, which sells business-planning software services to large companies. Anaplan would go on to list on the New York Stock Exchange in a $3 billion IPO.


Across billion-dollar companies, the age range is quite substantial. Some founders were as young as eighteen, others as old as sixty-eight when they started their companies. The median age of a billion-dollar startup’s founder was thirty-four years old—meaning half the founders of billion-dollar startups were that age or older when they got started. The distribution of age is more or less the same in the random group of startups, meaning that a founder’s age—whether younger or older—doesn’t correlate strongly with the success of their company. In other words, age doesn’t matter. The data showed a slight advantage for the younger founders, but it was not statistically large. However, the data showed that the companies which were founded by the younger group (age thirty-four or younger) had created a larger value on average.
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Founding CEOs of billion-dollar companies have a wide age range, with half over thirty-four at the time of founding. A founder’s age—whether younger or older—doesn’t correlate strongly with success.








On average, the founders who were thirty-four or older had a longer history of entrepreneurship. Two-thirds of them had previously started a company, like Haddleton. The other third, who were first-time founders, often had years of relevant work experience as executives at large companies and were used to managing large teams and products. Eric Yuan, founder of the video communications company Zoom, started the company at age forty-one; by then, he was a senior vice president at Cisco, leading a thousand-person team. Eric Baldeschwieler was forty-six when he started Hortonworks, a multibillion-dollar big-data startup built around open-source Hadoop software. He’d built and managed the Hadoop team at Yahoo before venturing out. Todd McKinnon was thirty-seven when he started the identity-management company Okta; by then, he was running a hundred-person engineering team at Salesforce.


There’s an even wider age distribution among founding CxOs, the term I use to describe the second-ranking person in the company. Most often, this role is filled by the chief technology officer or CTO, but it can sometimes be a chief scientific officer, chief medical officer, or, in more traditional sectors, a chief operating officer. Among billion-dollar startups, the founding CxOs had a much wider age range—anywhere from sixteen to seventy-six at the time of founding.


Founders of health and biotech companies skew older—on average, they were forty-two when starting out—but there is also a wide age range among founders of enterprise and consumer tech companies, bucking the logic that only millennials can capture those markets. Marc Lore was forty-two when he founded the e-commerce website Jet.com, and forty-five when Walmart acquired it for $3.3 billion. David Duffield was sixty-four when he started Workday, a company that makes human capital management software. So there’s no appreciable advantage to being young or old.
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Founders of health and biotech billion-dollar startups were on average older, and founders of any age were successful at consumer and enterprise.









ON SOLO FOUNDERS


There’s another myth that founders will fail if they don’t have a partner alongside them. There are so many successful duos—Larry Page and Sergey Brin of Google, Steve Jobs and Steve Wozniak of Apple, Bill Hewlett and David Packard of HP—that it’s almost hard to imagine starting a company without a co-founder.


In fact, most aspiring entrepreneurs are advised not to. This standard startup advice is so ingrained that some incubators and accelerator programs push founders away from solo entrepreneurship and encourage co-founder “dating” rituals as part of the program. The folk wisdom seems to be that co-founders give each other a sounding board for early ideas and divide a daunting workload. Plus, having a partner shows that at least one other person believes in the company. Some venture capitalists get spooked by solo founders, taking the lack of a co-founder as a vote of no confidence. These myths may lead aspiring founders to team up with someone they may not be compatible with, to avoid having to pitch as a solo founder.


In reality, one in five billion-dollar companies was founded by a solo founder. That’s less common than dual founders (36 percent) or companies with three co-founders (28 percent), but more common than you might think. There are also a few cases where billion-dollar companies were started by more than three people: 12 percent of billion-dollar companies had four co-founders; a very small percentage had five or more. These numbers are similar to those in the random group, suggesting no specific advantage or disadvantage to any of these situations, including the solo-founder scenario. Again, it’s a nonfactor. A study done by Jason Greenberg and Ethan Mollick on projects crowdfunded on Kickstarter even showed a slight advantage for solo founders.1 Projects started by solo founders were more likely to succeed as companies and had higher preorder revenues.


There are some clear advantages to starting a company solo. Co-founder conflict—whether a clash of personalities, a struggle for power, or lack of a shared vision—is one of the main reasons startups fail. Looking at the data reveals another reason why certain solo founders fare better than others: the solo founders of billion-dollar companies had significantly better previous track records than those with co-founders. A higher proportion of them had already founded a business, figured out how to scale it, and, in many cases, sold it for a sizable amount. People who already have big wins on their résumés seem to have a much easier time starting another company by themselves. Others without such credentials may have to rely on co-founders to lay out a company vision, cast a net for hiring early employees, and work connections with investors. Team up with one or multiple co-founders if it helps the company, but don’t do it just because you have to.
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One out of five billion-dollar startups was founded by a solo founder. There’s no advantage or disadvantage to having a low or high number of co-founders.








By the time Langley Steinert founded CarGurus in 2006, he already had a pretty good track record as an entrepreneur. He’d spent the last few years running TripAdvisor, the travel recommendation website that he had co-founded in 2000, which would later become valued at over $1 billion. CarGurus was a similar type of website, functioning at first like a community forum for people to post reviews and questions about local car dealers and automotive shops. Steinert decided to start the project alone.


CarGurus would later grow into the largest online marketplace for new and used cars in the United States, with operations across Canada, the UK, and Europe. But in the beginning, Steinert largely borrowed from the TripAdvisor playbook: like the travel site, CarGurus used algorithms and community input to surface the right information to users, and later it used data analytics to help car buyers find the right vehicle. It’s possible that Steinert didn’t need a co-founder because he already knew how to grow the business, based on his years developing TripAdvisor. The success of TripAdvisor also made it easier for CarGurus to attract talent and funding, which may have helped Steinert succeed as a solo founder. CarGurus had an IPO in 2017 that valued the company at $1.5 billion.


Similar patterns are also found outside the United States. ByteDance, one of the highest-valued privately-owned startups in the world at the time of writing this book and the famous Chinese company behind the video-sharing app TikTok and the content-aggregation platform Toutiao, was started by a solo founder, Zhang Yiming.


Ric Fulop didn’t have a single co-founder when he started Desktop Metal—he had six of them. Desktop Metal pioneered the field of additive manufacturing. Its 3D printers print objects from metal powder, a useful process for prototyping or testing metal parts before machining them in high volumes. Fulop’s co-founders brought a mix of expertise to the project; one of them, Ely Sachs, had invented binder jet printing, the technology on which Desktop Metal was built.


Fulop was also a seasoned entrepreneur by the time he became the company’s founding CEO. He’d founded a number of startups in a range of industries, from software to semiconductors. Just before Desktop Metal, he had founded the leading supplier of lithium ion for batteries, which led him to collaborate with a number of MIT’s material scientists. The work led to the core intellectual property (IP) of Desktop Metal and brought along some of the co-founders, like CTO Jonah Myerberg.


If seven co-founders seem like a lot, consider Alibaba, the Chinese startup turned megacorporation. Technically, it has eighteen co-founders. Jack Ma, the founding CEO, is the most widely recognized, but he started the company with seventeen others—a combination of colleagues, friends, students, and entrepreneurs, who brought expertise in banking, journalism, and more. The wide diversity of the co-founders, along with their loyalty to the project, is one of the forces behind Alibaba’s lasting success. Many of the co-founders still hold executive roles within the company.2


Perhaps more important than the number of co-founders in a startup is how they get along and how they work with each other. Another interesting detail I discovered is that in at least 45 percent of these billion-dollar companies, the co-founders either went to the same school or worked at the same company at some point. The founders of Datadog, Oliver Pomel and Alexis Lê-Quôc, both studied at École Centrale Paris; from there, both went on to work at IBM and at three startups as coworkers. In their last company, Pomel was VP of technology and Alexis was director of operations. They realized that the operations team and the development team needed to be closer, so they thought of starting a service for the operations teams to be able to monitor servers and databases. The two had a history of working together before venturing out on their own to start Datadog in 2010. Nine years later, an IPO valued the company at over $10 billion. The co-founders of Flipkart, the Indian e-commerce website acquired by Walmart in 2018, similarly studied together at Indian Institute of Technology Delhi and worked for Amazon for about a year before venturing out to start their company together.


Co-founders tend to do better when they have a clear division of responsibilities, a clean decision on who is CEO from the beginning, and the ability to communicate well with each other. “One of the biggest reasons founders fight is that they have a lot of overlap in either role or decision-making, or they both think that they are the person in charge, or that they should be the person making the final decisions,” Elad Gil, a successful startup founder and angel investor, told me. Co-founders may start off perfectly amicably, but when a hard decision needs to be made to determine the direction of the company, it’s essential to know who the decision-maker between them is. “In general, I think the biggest companies are ones where at least one of the founders is more dominant,” Gil said. “And that’s because you need a singular vision to take certain risks and to be on a certain path to succeed as a company.”


Remember that “co-founder” is not an operational role, and how many you have doesn’t affect success. I have seen some founders who don’t give the co-founder title to early founding members of the company based on the false assumption that most successful companies have had exactly two co-founders. So feel free to go it alone if you have the needed skills, or give the co-founder title to some or all members of the early team if it helps you attract great talent, but also make sure the execution and decision-making remain nimble.


ON BEING TECHNICAL


Founding CEOs like Langley Steinert of CarGurus and Guy Haddleton of Anaplan brought to their startups a background in business, not engineering. Other companies, like Google, were started by founders with technical ability. Technical founders are usually engineers or programmers who have the skills to write code, create websites, build applications, or otherwise make the company’s product. In my research, I define a “technical founder” as any person technically skilled enough to build the initial product themselves—expanding the typical definition of a technical founder beyond just programming—like a chemist or biologist in a pharmaceutical startup or a mechanical engineer in an aerospace company. I was able to infer a founder’s technical ability from their career and educational background. For example, if a person has always worked in marketing or business-development roles, they are probably a non-technical founder, but if they have been in engineering and technical roles or studied a relevant technical field, I counted them as technical. That said, we must allow that we may be undercounting some technical people, specifically those who learned to code on their own time but had never worked in a technical role before the startup, or those for whom their startup was their first job.


Whether it’s better to have a technical or non-technical CEO is a famous debate within the startup world. Some think technical expertise is indispensable to the head of the company, but others think business acumen is more important and that an engineer cannot run a company. Based on the data, however, both approaches are equally valuable.


The founding CEOs of billion-dollar startups were split right down the middle: 50.5 percent had a business background, and 49.5 percent had a technical background. The second-ranking person after the CEO was more likely to be technical. Over 70 percent of CxOs of billion-dollar startups were technical and typically took on roles like chief technology officer or, in health companies, chief scientific officer. Among the random group of startups, 40 percent of CEOs were technical and 60 percent were non-technical. This suggests that billion-dollar companies were slightly more likely to have had a technical founding CEO.


Still, plenty of billion-dollar companies were started by non-technical CEOs. One example is Melanie Perkins, who created the graphic design software Canva without knowing how to code. Perkins had seen plenty of people fumble through professional programs like InDesign and Photoshop while trying to design their own flyers, posters, and presentations. With Canva, she wanted to provide easy-to-use tools and templates that didn’t sacrifice design quality. She and her co-founder, Cliff Obrecht, had the vision. When they realized they’d need to build the software, they brought on Cameron Adams, an ex-Googler, as a technical co-founder.
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CEOs and CXOs of billion-dollar startups were more likely to have been technical compared with the random group, however still half of billion-dollar startup founding CEOs were non-technical.








It seems intuitive that, for the best chance of success, a company would pair a technical founder with a business founder. After all, Jobs, the business visionary, needed Wozniak to build the computers. But the data shows a different story: when the founding CEO was non-technical, there was a higher chance that the second founder was non-technical too. This may be because technical founders hang out, study, or work with other technical people with whom they may start a company, and business founders may do the same with business friends. In any case, technical and non-technical founders seem to reach billion-dollar outcomes at roughly the same rates.


Some startups manage to make it work with either two technical founders or two non-technical founders. Lyft, initially called Zimride before a pivot, was started by two non-technical founders. Logan Green, the CEO, began the company shortly after graduating from University of California, Santa Barbara, with a bachelor’s degree in business economics. His co-founder, John Zimmer, had a degree in hotel administration from Cornell. Both saw the early potential of ridesharing. Although Green had learned to code and was able to build initial prototypes, they had to bring on senior and junior engineers to develop the complicated back-end systems required for ridesharing.


On the other side, Coinbase, an early cryptocurrency exchange, was started by two technical founders. Brian Armstrong and Fred Ehrsam had both studied computer science and economics as undergraduates; Armstrong would go on to get a master’s degree in computer science. Before founding Coinbase, Armstrong had worked as a software engineer at Airbnb, and Ehrsam had worked as a trader at Goldman Sachs. Their deep knowledge of both technology and financial markets gave them the skills needed to build Coinbase, which was valued at $8 billion at the time of writing this book. And because Armstrong had previously started an online tutoring company, where he had been the CEO, he had the relevant business experience to run Coinbase’s operations too.


ON BEING RELATED


Co-founders can be useful, but venture capitalists tend to avoid investing in those who are related, either by blood or by marriage. It simply seems risky. Running a business is hard enough without having to mix in personal feelings or family history. The bias is strong enough that some VC firms will automatically pass on startups with related co-founders, without considering their pitch. Search the internet on this topic and you will see many threads where founders are asking this question.


The data on related founders is small, so I will avoid making a statistical claim about whether or not this bias is true. However, several examples show that the hypothesis is not entirely correct. While most billion-dollar companies aren’t started by couples or families, a few notable exceptions stand out. The most famous recent example is Stripe, the payments company, founded by brothers John and Patrick Collison. SolarCity, the solar energy services company, was also started by two brothers, Lyndon and Peter Rive. Tanium, a cybersecurity unicorn, was founded by a father-and-son duo. Diane Greene and Mendel Rosenblum, the founders of VMware, had been married for years before they started the cloud computing company. The enterprise software company Anaplan was also founded by a husband-and-wife duo, Guy and Susie Haddleton. Houzz and Eventbrite were both started by couples who took inspiration from their married lives: Adi Tatarko and Alon Cohen launched Houzz to help with their own home remodel, and Julia and Kevin Hartz came up with the idea for Eventbrite while planning their wedding. Although bias against related co-founders exists, people in this situation should address it with investors head-on, be transparent, and show a clear protocol for addressing conflicts and future organizational problems.
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Many founders are wary of the impact on investors’ reactions of having family members as co-founders.








 


 



FOUNDING A BILLION-DOLLAR STARTUP AT AGE TWENTY-ONE



INTERVIEW WITH HENRIQUE DUBUGRAS OF BREX


No correlation exists between a founder’s age and the likelihood of starting a billion-dollar company, but age does play a role in an entrepreneur’s journey. Just look at Henrique Dubugras and Pedro Franceschi, who were twenty-one and twenty, respectively, when they started Brex, a financial-services startup that offers credit cards and financial management to other businesses. They were two of the youngest founders of startups valued at over a billion dollars in my dataset. I sat down with Henrique in the company’s San Francisco office to hear his story. Here, he explains in his own words how his age has affected his path as an entrepreneur.




I grew up in Brazil, but my goal was to go to Stanford for college. I loved this TV show called Chuck, about a computer hacker who worked at the CIA. I wanted to be like Chuck, and Chuck went to Stanford, so I made it my goal to go to Stanford too. Applying to US colleges from abroad is pretty complicated, and I couldn’t figure out how it worked. Then I found a Brazilian guy who was graduating from Stanford and launching a startup. I made a deal that I would code for his startup in exchange for help with my college application. He agreed, and that became my introduction to startups.


Later, I tried to start a company that helped other Brazilian students learn about the US college admission and application process. We got a lot of users, but it never generated any revenue, and no one wanted to pay for it. But I knew that I could code and build things, so when I found a hackathon in Miami, I decided to take part with two friends. We built an app called AskMeOut, which worked like Tinder but used your Facebook friends list rather than strangers in your area. We won the prize, came back to Brazil, and tried to launch it. It didn’t really work as a business. We tried to charge for the app, and integrating payments into the app really sucked.


Around the same time, I met my co-founder, Pedro Franceschi. Pedro had a similar background: he started coding as a kid and became pretty well known after he was the first person in the world to jailbreak the iPhone 3G. When he was fourteen, Brazil’s largest payments company hired him to rebuild their app and make it secure against hackers. We met at the end of 2012 on Twitter, basically fighting over which text editor was best. We later moved the conversation to Skype and became good friends.


We wanted to build something like PayPal or Stripe, but for Brazil. It turned out to be fairly complicated because it wasn’t just software; it was a financial business, directly regulated by the Central Bank of Brazil. We had 150 employees at one point. We ran that business for two and a half years, until Pedro and I were twenty years old.


Running the business as teenagers was difficult in some ways. The first time I got to the Central Bank, they were like, “Who are you?” On the other hand, we got a lot of opportunities that we wouldn’t have had if we weren’t so young. The press took interest in us, and we got really good at asking for advice and seeking out mentors, because we didn’t know anything. Brazil isn’t like Silicon Valley, where you can find people who have done it before and just hire them. We didn’t have those kinds of people in Brazil, so we had to learn everything ourselves, and we screwed a lot of things up along the way.


Pedro and I had both gotten into Stanford, and we’d postponed admission for two years to work on the payments company. When we were twenty, we couldn’t postpone anymore. As first-time founders, we were itching for an exit and some money—it’s not a pretty thing to say, but every founder thinks about it. We sold the payments company, and it changed our lives. We arrived at Stanford in September of 2016, which had been my dream. But three months in, we didn’t really want to study anymore. We wanted to start another company.


We were tired of payments and fintech, so we tried to do something on the bleeding edge. We got into Y Combinator with an idea for a virtual reality company, but after a few months we realized we had no clue what we were doing. We decided to pivot back to payments because that was what we knew a lot about. At Y Combinator, there were a bunch of startups that couldn’t get credit cards, and it gave us the idea of building a corporate credit card for startups.


Building a credit card with no personal guarantee and a bunch of features was actually very hard. We had to get a Mastercard license, and we had to take a lot of debt. We hired a CFO and general counsel to build the issuing platform from scratch, as if we were a large bank. Our CFO, Michael Tannenbaum, had previously been the chief revenue officer at SoFi, a consumer lending company, and bringing him along to meetings with banks completely changed the game. It added tons of credibility, and he was able to anticipate and address any objections from the banks right away.


We were lucky that our CFO wanted to be part of a startup, and he had personally felt the pain points that Brex was solving. It also helped that Pedro and I were second-time founders. Our general counsel had worked at Stripe before, so he could completely see the business, and he got excited about the idea of building things right from scratch.


Our first engineer was someone we’d worked with in Brazil. Hiring engineers turned out to be super hard, so we started working with recruiters and, later, we brought on an in-house recruitment team. We gave a lot of equity to our first couple of hires—


10 percent for the first ten hires. We were pretty aggressive on cash compensation too. Many startups are resource-constrained, but we were second-time founders who were able to raise a large seed round, so we were able to pay higher salaries. Every offer Brex makes is a total compensation number, and employees can choose how much cash versus how much equity they want.


One of the lessons that we learned is to be careful to not hire overqualified people for every job. I used to think, “We’re going to hire a bunch of customer support people, and they should be all Harvard grads,” but that was not a good idea. You want people to be passionate about what they are doing. We try to hire the young hustler who wants this role really badly.


For Pedro and me, starting the company at such a young age was a great move. It’s pretty low risk: you can always go back to school, you can always go back to your parents’ house. On a personal level, though, those are years of my life that I’m not going to live again. I’ve never had a summer off, and I’m never going to have a summer off. You also need to be an example for the team, so you can’t be doing the stupid stuff that most teenagers or twentysomethings are doing. As for running the business, I don’t think it’s about age—you just need to know a lot about what you’re talking about. People may have some impression of you being young when you come in, but if you know a lot about what you’re talking about, they take you seriously.





For Dubugras and Franceschi, being younger helped them get attention from the press and allowed them to be open-minded and to adopt a mindset of learning and bringing experts to the team early on. What was key in their story, however, was that Brex wasn’t their first startup; they had already founded and scaled another successful financial technology startup when they were just teenagers, and they had played around with many more ideas. As we saw earlier in the chapter, age by itself was not an important factor in the success of the startups in my dataset. In Dubugras’s and Franceschi’s cases, it seems likely that all the small and large projects the two founders had previously worked on together were more important than their age. So was their knowledge about the financial technology sector. As Dubugras said, if you know a lot about what you’re talking about, they will take you seriously regardless of age. In the next chapter, we will look at the role that education plays in the success of billion-dollar startup founders.
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