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Why we prefer founding CEOs
= The way most of the great technology companies have been built
E.g. Acer, Apple, Dell, IBM, Microsoft,… also other types: facebook, …

The innovation business
= technology business = better way of doing things
Innovation = core competency for techn companies & innovations are product cycles!

Professional CEOs
= effective at maximizing (not finding) product cycles

Founding CEOs
= excellent at finding, not maximizing, product cycles
 But maximizing easier to teach than finding
 Innovation most difficult core competency to build in any business.

Key ingredients to great innovator
 Often founder CEOs have them, professional CEOs don’t 
1. Comprehensive knowledge
= understand technology required, the competitors & all variations x segmentation
= pyramid of knowledge
2. Moral authority
= True innovation requires throwing out many of foundational assumptions 
= difficult for professional CEO  
3. Total commitment to the long-term
= Founding CEOs naturally take long view of their companies since it’s their life’s work

! Also professional CEOs can acquire these ingredients!
Some professional CEO successes
e.g. Eric Schmidt – Google

& not all founders are CEO material, the larger the company, the more skills necessary.

Long-term CEO characteristics
1. Leadership
2. Desire
= not desire to be CEO but to build something great x willingness to do whatever it takes to get there.


If, why x how founders should hire a “professional” CEO
e.g. Yahoo!’s, eBay, Pandora
 Founder’s dilemma “rich vs king”

How do I know when to replace myself?
 Starting company: founder has passion for solving interesting problems, developing new tech etc
 When company grows: CEO job shifts dramatically
e.g. standard procedures & managing large # employees 
= should be passion as well

 Now CEO not only has to be great executor for founder’s vision but also has to be involved in the product since product cycles became so short & innovation is necessary

How to make the transition?
Your transition process should bring in the new CEO as a cofounder of the company, not as an adult supervisor

Successful founder/CEO pairings
1. Decision to step back from being CEO is function of self-realization
= not solely proposed by the investors
2. Outside CEO was brought in early, so to play a real role in shaping product, business, organization & culture of company
!Exception when a company has lost its way, new CEO is essentially re-launching the company
3. Original team of founders was small group of 2/3 people, making it easier to form strong co-founder bonds
4. New CEO had prior experience running large organization

What long term role can I play in our company?
 Employees need to make shift from looking at you for answers, to looking at new CEO
 Founder can still be in the building at the end, but connections with new CEO should be hard-wired too.


Conclusiong: you want a founder-ceo but that person doesn’t always have to be THE Founding CEO. Being there at the start isn’t the only path to being a founder. It’s a state of mind, not a job description.
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