

[image: cover]




 




“Founding a business is heroic. It takes vision and fortitude. Founders ignite businesses, but do not always have the skills to scale the business they created. This is where The Second CEO comes in. With complimentary skills and attributes, the Second CEO drives the business to fulfill its potential. This book gives any CEO following a founder the insights and playbook for success. Matt Sharrers brings acute understanding and years of relevant experience to this important topic.”


SIMON FREAKLEY, CEO, Alix Partners


“Following a founder is one of the toughest challenges a new CEO can face, and there’s little guidance for how to do it. Matt Sharrers is the first to offer a clear path and proven approach for how to succeed. His advice is simple, practical, and powerful. Every Second CEO will benefit from reading this book and applying its hard-earned lessons.”


RANDY STREET, Vice Chairman, GH Smart


“As investors in dozens of founder-operated businesses, we have witnessed first-hand the fraught nature of transitioning to the Second CEO. Even when everyone is operating with good intentions, there is a sense of flying into the unknown and of navigating by intuition. Based on authentic, courageous reflection on his own experiences, Matt has written the definitive guide to getting this transition right. At Resolve, this book will serve as the platinum standard in our role as board members and investors to help a Second CEO accelerate through the scaling process.”


JIT SINHA, Founder, Managing Partner, Resolve Growth


“Matt is uniquely qualified to share his experiences following a founder and transitioning his business into a professionally run organization. Matt’s passion, energy, leadership style, and ‘scorecard’ approach to an organization all come out in this important book that is a fantastic read. The different case studies and experiences he shares shows that following a founder is never straight forward, but the lessons he and others learned can help setup a Second CEO for a successful transition. As a private equity investor and board member on many founder-run companies over the past twenty years, I wish I had access to this book years ago!”


JUSTIN LIPTON, Partner, Co-Head, Harvest Partners
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This book is dedicated to the greatest coaches I have ever had.


Barb Sharrers: Thank you, Mom. You demonstrated every soft skill that elite CEOs need to have: consistent empathy, unsurpassed selflessness, and a wonderful sense of humor that ensures nobody ever takes themselves too seriously.


Dan Sharrers: My father and the most inspiring leader I have ever witnessed. Polarizing command, authentic wisdom, and an unquenchable curiosity about who people are but more importantly, who they can become. Thank you for reminding me every day to enjoy the journey. I miss you every day.


Lynne Sharrers: My amazing wife. Thank you for your countless sacrifices. Leaving your career enabled us to go all in on SBI in the early days. Watching you raise our four wonderful children is a daily lesson in what it takes to lead. Thank you for your belief in me, your unconditional love and support, especially when I didn’t deserve it. You inspire me every day to be better.
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FOREWORD


My name is Greg Alexander. I was the founder who hired Matt Sharrers, the author of this book. He was the Second CEO following the founder.


I trusted him to accelerate and scale what was once “my baby,”


In your hands is the methodology he used to do it.


This book is a success story. If you want to learn how to follow a founder, being the Second CEO, you are about to read the very best book on this subject. There are no books that truly exist on how to fill the shoes of a founder, how to take a company to the next level once the founder has stepped aside.


This book is not a cautionary tale, and this is what makes it different. The author wastes none of your time. He assumes you understand the challenges you face and gets right to the solution immediately. Two hours with this book equates to twenty hours with another.


And here is the best part: this book is about you. It is not about the author. Matt does not need to establish his credibility. Ask around. His reputation, in impressive circles, is flawless. Therefore, he does not waste your time rehashing the glory days because he understands you don’t care about him. You care about you. And so, Matt gets to the point, and you are the beneficiary.


Why should you take my word for it?


Matt followed me, no one else. I am speaking from first-hand experience. The baton was passed from one person, me, to one person, Matt. If you are trying to decide if you should read this book, ignore everyone else’s opinion. They were not there. They did not live it. And therefore, they are speculating. I am the horse. And my recommendation comes directly from the horse’s mouth. If you are following a founder as a company’s Second CEO, read this book. Twice.


Still not sure if this book is worth your time?


Consider this.


I am very hard to work for, and impossible to succeed. Yet, the author did so successfully. And this fact, more than any other, is why I feel you should read this book.


My employees named me after the most iconic villain ever in popular culture, Darth Vader. I was a cyborg, who cared only about one thing: results. To work for me was to go to war with victory as the only acceptable outcome to death. Employees avoided me, and most hated me. To be in my proximity was to be pushed to the extremes. Yes, I am crazy. I can feel you judging me. You are not the first.


Yet, despite this, one employee, the author, jumped in every foxhole with me. One employee, Matt Sharrers, charged up every hill with me, shoulder to shoulder, as the bullets buzzed by. As my ambition expanded, and I needed help, I trusted one person: the author. And so, when it came time to trust someone with the entire firm, there was only one choice. Matt Sharrers became the firm’s Second CEO in August of 2017.


This story is relevant to you because you are following a founder. Founders are crazy. And you are signing up to follow one. I bet he or she is just as nuts and difficult as I am. You need to know what you are getting into. And Matt is the best person to make sure you pull this off. Why? He did what you are about to do. And I would argue that he did it under more severe conditions than you, more than most. His methodology is battle tested.


So, in closing, make the decision to read this book. It will be the best decision you will make all year.


With much respect and admiration,




GREG ALEXANDER


Cofounder, SBI


Founder, Collective 54







 


INTRODUCTION


I’ve had three distinct careers, and they’ve all been around high performance. First, I was a hockey player. I was fortunate to play a game I love for a living and get a taste of a life where high performance on a daily basis determines your success or failure. When I retired, I started my business career, quickly rising up the ranks to become the vice president/corporate officer before my thirty-fourth birthday at a Fortune 500 company. From there, I joined Sales Benchmark Index (SBI), a GTM strategy consulting firm, as its first employee, working alongside its three cofounders. We scaled SBI into one of the largest boutique firms in go-to-market consulting over fifteen years, including two liquidity events.


But all wasn’t always rosy. During my eighth year with SBI, our cofounder and CEO, Greg Alexander, was getting antsy. He was ready to do his next thing. SBI was no longer giving Greg’s entrepreneurial spirit what it needed. At this point, we had six partners who all had ownership. He let us know he wanted to exit SBI. The partners agreed that I should be his successor. Great, right? Well, not so much. In theory, it sounded fantastic—I was about to follow the founder and be the new CEO! But in practice, there was no playbook. My first year could have been much more methodical and with many less mistakes. So here we are.


This is the book I wish I had back in 2016, when Greg first announced he wanted to step away. We had to do it all by trial and error. And yes, we got to a great outcome. But you don’t have to repeat our mistakes because you’ll know where the landmines are and how to avoid them.


A lot has been written about succession. But taking over for a founder-CEO is its own, unique type of succession that happens only once. It’s hard enough to replace a CEO, but there’s an extra degree of difficulty when you’re following a founder. That difficulty has elements of personality, culture, and history that can easily derail the entire transition if they aren’t handled well. And if the founder is going to continue to be involved, the resulting dynamic can be even more challenging.


If you’re the person who has been tapped on the shoulder to succeed the CEO, you need a plan. You need a step-by-step guide for navigating the situation and preparing yourself to follow the founder. Even if you’re already in the position, you need a way to check your progress. As important, you need to execute in a way that supports relationships and professionalizes the business while accelerating scale.


Meanwhile, you could be in a company where succession is starting to be talked about and you may be wondering, Am I the right person? And if you think you are, how do you position yourself? What’s your next best move? And the one after that?


If you are or might be following a founder, I’ve been in your shoes. And if you’re a founder-CEO who needs to find a successor, I understand. I have had the privilege as part of my CEO coaching business to execute on multiple founder successions. Even if you’re on the board of a company with a founder-CEO who’s about to exit, or you coach a founder-CEO who’s lost that loving feeling for the job, I’ve been in your shoes. All of those experiences were on-the-job training for the creation of my current business: helping the Second CEO accelerate scale when following the founder.


If you’re reading this book, you know that the personality of a founder doesn’t always map onto the prototypical CEO profile. Founders are one-of-a-kind: prolific, dynamic, engaging, and inspiring. Many aren’t classically trained in running a business. In fact, part of their DNA is ideation to start a business and solve a problem. Many of them often wish they didn’t have to operate and manage the company they started. But it comes with the territory, especially in professional services. What they lack in training, they make up for in vision and ideas. They can be charismatic, dramatic, and larger than life. Following someone like that can be very difficult.


Nevertheless, the growth and success of the company hinge on getting this transition right. The future health of the relationships of the key players and everyone else in the company is at stake. Jobs, work relationships, the stress on the families of those involved, financials, business success . . . they’re all more fragile than you might think, and succession makes them all extremely vulnerable. It’s not hyperbole to say that getting this one transition wrong could destroy everything everyone has worked hard to build.


I’ve been fortunate to have coached and mentored dozens of CEOs over my career. Furthermore, with twenty-five years spent in boardrooms and PE firm diligence meetings, I’ve seen and witnessed some succession decisions that were masterful. And I’ve seen many that blew up. Some were founders whose replacements I helped pick, and others were the replacements following the founders. I’ve also been in the position of replacing myself—a first employee of a firm. In retrospect, that was a decision requiring a certain kind of attention that I was unaware of at the time.


The stories in this book (all true, although some have been made unidentifiable) contain cautionary tales, someone who hit it out of the park with no outside coaching, and someone who had to quickly be replaced and have the founder step back in after the initial replacement took the company significantly backward. If you want to hit it out of the park, use this book as your road map.


On the following pages, I’ll guide you through your thoughts, feelings, and actions, from the moment you’re tapped on the shoulder as the successor or the external search has identified you as a match through the actual transition and your first year as CEO. I’ll provide you with:


[image: imgcheck.jpg] Guidance for your transition out of your position, if you are internal, and into CEO, including how to handle filling the gap you’re creating when you move into your new position.


[image: imgcheck.jpg] How to create value when the entire company has grown accustomed to the personality and practices (for good or not) of one person.
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[image: imgcheck.jpg] Guidance for identifying your team versus the team.
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[image: imgcheck.jpg] Guidance on how to properly manage a private equity/VC firm if you’re taking over a business owned by these investors.


[image: imgcheck.jpg] Key Accelerants, which are tips for accelerating scale when following a founder.


As you read The Second CEO: Accelerating Scale When Following the Founder, you’ll notice the chapters have a natural linearity to them. But this book isn’t intended to be a step-by-step, sequential guide. Instead, it’s a guide for what you need to get right in your first year. Some stops on your journey won’t need much time and others will, depending on your unique circumstances. And some areas need immediate attention, regardless of what chapter I address them in. For example, you’re not going to ignore urgent people decisions that need to be made thirty days in just because I don’t go deep into talent until chapter 9. Keep a mindset of agility.


Here’s what to expect:


Chapter 1 tells the story that was the impetus for this book. It’s a cautionary tale about me fumbling my way through following a founder. Also in chapter 1 is one of my favorite stories about a powerhouse founder whose self-awareness, business acumen, and humility were the perfect combination to lead to a successful transition to a Second CEO.


Chapter 2 acknowledges the only thing likely on your mind right now: Am I ready? Whatever is happening with you internally is OK, and this chapter will get you to where you need to be.


Chapter 3 is chock full of stories and advice for working with the founder. It also includes leadership styles, inviting you to reflect on the founder you’re following as well as the kind of leader you want to be.


Chapter 4 launches you into the firsts: the first days, weeks, and months. You’ll begin with a Listening Tour where you’ll be getting a feel for what’s going well, what (and who!) needs to go, and what you might need to start doing. You never stop listening, but this particular time is intensive and strategic.


Chapter 5 discusses purpose, vision, values, and culture, which drive behavior and cohesiveness of teams. Accelerating scale can only occur when there’s alignment on these crucial cornerstones of your company’s ecosystem.


Chapter 6 describes my take on strategy and the Two-Horizon model I recommend.


Chapter 7 dives into processes and the need to get them documented before you move on to . . .


Chapter 8 explains your organizational structure. We’ll be referring to roles, not people, here, as that’s the way to get structure right.


Chapter 9 is all about team building, understanding who you have, who you need, and what it will take to make them a high-performing, cohesive team.


Chapter 10 coaches you through your relationship with the board. And if you don’t have one, I’ll show you how to create one.
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PASSING THE BATON VERSUS THROWING IT AND RUNNING


The Importance of Setting Up the Second CEO for Success


If you’re reading this book, you’re the person who could be the next CEO. Maybe you already work for the company and maybe you don’t. Regardless, there’s no such thing as thinking too much about the transition from founder to Second CEO. If you’re not prepared for the transition, the consequences could be dire, personally, professionally, and financially. This moment is perhaps the most underappreciated, undervalued moment in the history of succession. And yet, it’s the most consequential.


The best way to communicate just how consequential this moment is, is through real-life stories. And in my mind, there’s no better story to begin with than the one that compelled me to write The Second CEO—where I was thrown the baton. There was no playbook for this decisive moment in the life of a business and I made a lot of mistakes. Once I figured it all out, I was determined to do my part to build a repeatable system versus figuring it out along the way. The latter characterized my first experience following a founder.


Case Study #1: Greg and Me


I was the first employee at SBI, a strategy consulting firm that specialized in go-to-market effectiveness. I followed Greg Alexander, Aaron Bartels, and Mike Drapeau. The company was growing, and Greg, our CEO, started to feel that entrepreneurial urge in year seven. Greg has true founder DNA, which I’ll discuss in depth in the next chapter. For now, what that looks like is a passion for starting things.


Greg was delegating more and more to me because he was getting frustrated and looking for a path out. Although I didn’t have a lot of experience, I was resourceful, I learned quickly, I could figure anything out, and I got along with people. So me stepping up worked for everyone but didn’t solve the actual problem, which was that Greg wanted to keep innovating and felt like the firm (his two cofounders, employees, and clients) was holding him back. As you might imagine, this created a lot of conflict internally.


But that was just half the problem. The other half was there was no coherent strategy or consistent direction. That created confusion, which led to a lot of staff turnover. Realistically, we were just making things up as we went along. We had no grand plan with a timeline, benchmarks, and what we were agreeing to do or not do as a business. We didn’t have one clear, unified message internally, and although we were still growing and making money, that was pretty much due to luck.


The interpersonal tensions from that time took such a toll that we went from being like a brotherhood to being disappointed with each other to anger and resentment to now, where our relationships have been fractured permanently. As of writing this book, I’m happy to share that my friendships with Greg, Aaron, and Mike are intact. I am forever indebted to the three of them for starting SBI and taking a chance on me two years into the journey.


The trigger event that prompted the change was we knew Greg wanted out. We found a way to make that happen while allowing the rest of us to continue to grow the firm. Because valuations for professional services firms had increased significantly, Greg could sell his equity to us, move on, and we could retain control of the firm.


Looking back seven years later, Greg selling his equity was a good move as it started a path to each of the founders monetizing their equity and creating generational wealth. At the same time, I think it’s fair to say no one behaved like their best selves during that process. And a lot of that comes back to the fact that we didn’t have a playbook. What the business needed was a consistent, methodical operator to standardize what we were doing and scale it. And of course, it needed a process for succession.


Greg and the partners chose me to succeed him because they thought I was the right person. But we didn’t think through what might happen internally or how to best pass the torch. I was leap-frogging over the other two founders, and despite their public support, they had natural hesitation and concern behind the scenes. We were naive and inexperienced yet managed to buy Greg’s shares by bringing in an investor (Alaris Royalty) at a number that made him happy and we could live with. Yes, we got a deal done, but not because we knew what we were doing, and not before creating chaos.


The transition was not smooth from the start. This was nobody’s fault. I had never done this before. Nor had Greg. In year eleven, Greg and I went to Dallas for a day and a half and, rapid-fire, he gave me a crash course in all the functional things he owned that would now be my job. And all of that doing was his way—the way he had done things. This isn’t his fault or mine. We were scrappy entrepreneurs, and the way to transition is to have the person leaving tell you all the things they were doing. He needed to make sure I understood what my job was. And then two days later, we announce, “Greg’s leaving and Matt’s the CEO.” Boom, I get shot out of a cannon and now I’m running the company and Greg is gone. This is not how to do things. And the mistakes didn’t end there.
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