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SMALL BUSINESS

Bouncing From Start-Up to Start-Up,

By ANNE FIELD

Howard Yellen has recently found
what promises to be his dream com-
pany: a business with a life span of
no more than two yvears, The compa-
ny, Settlement Recovery Center in
San Francisco, helps small and me-
divmesize businesses in California
recover money owed them by Micre-
soft as part of a 311 billion antitrust
settlement. When the funds have
been distributed, Mr. Yellen will be
put of business — an owtcome that
suits him just fine,

“I'H help my clients get their share
of the money and then — poof — 'l
be on the next start-up,” said Mr, Yel-
fen, 43, who has about 20 new busk
ness ideas in his pocket. “This is per-
fect.” It is his sixth startup in 15
years.

Mr. Yellen is one of a special breed
of small-business owners — the seri-
al entrepreneur. Serial entrepre-
neurs thrive on the high-pressure ex-
citernent of starting a business from
scrateh, but invariably, whether they
stick with the business for one vear
or 10, they depart, only to start an-
other.

it is all about building toward the
thrill of opening night; staving ull
the 200th performance is beside the
point. “Serial entrepreneurs get a
visperal charge out of taking an iden
to market and making it happen”
said Tarby Brvant, who runs the
Gathering of Angels, a network of
private {inanciers in Santa Fe, N,
called angels who provide seed capi-
tal to startups. And, while they are
by no means in the majority, the de-
sire to do it again I8 not uncommon.
Approximately 43 percent of chief
executives of current Inc, 500 coampa-
nies say that they plan to start an-
other company after leaving the one
they are running now.

1f love of action inspires them to
start companies, thelr motives for
Ipaving are more complex, “There is
no one size s all)” said Sydney
Jovner, a management consultant in
Portland, Ore, and a pariner with
Joyner Strayer Consulting, which
specializes in start-up management,
Semne deliberately plot an exit strat-
egy even as they star? a business.
Some lose intersst when the compa-
ny gets too big. Others cannot man-
age @ maturing business and are
forced out. Still others leave after an
acquisition or initial public offering.

What distinguishes serial entre-
prensurs? “They are more attached
o starting something up than to the
actual concept,” sald Geolf Yang, a
pariner with Redpoint Ventures, a
venture capital firm in Menlo Park,
Calif, And undike mainstream entre-
preneurs, they resist the idea of
sticking around with a reduced role
in the company they founded.

“As soon as the risk is over, they
want to go back and do it again,” said
Dick Straver, a Los Gates, Calif,
psychologist and a partner with
Joyner Strayer.

Probably the moest common rea-
son for leaving is boredom. Alter the
start-up phase ends and a company
becomes more stable, the job of the
founder naturally changes o be less
hands-on and more supervisory.

For entrepreneurs ke A J.
Brown, that 8 of no interest. Mr.
Brown now runs his fifth startup, &
health club called Trainer's Club in
Lake Oswego, Ore., which he began
four vears ago after moving to the
Portland area and failing to find the
kind of gym he wanted. On a typical
day, he will do evervthing from
check payrall o fold tewels. 1 like to
roll up my sleeves,” he said, Even so,
he says it is only a matter of time be-
fore he goes on to another business,

Scott Shickler of Atlanta, now on
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his sixth company, has taken that -
pulse a step farther. He is not only a
serial entrepreneur, he is also a par-
allel entrepreneur, and one who
seems at home in just about any in-
dustry,

His currvent businesses range from
Global Reslty, which helps home
buyers who have had trouble qualify-
ing for loans, to Global Education
Technolegies, which sells education

People who take an
idea and run with it,
but not very far.

al software for children with special
needs, But his business plans all in-
clude exit strategies to allow him
sell out o a bigger company within
three yvears. “1 ke growing a busi-
ness,” he sald, “then 1 want to get
out”

Those repeat entrepreneurs who
do stay after an acquisition or public
offering often regret dedng so. The
slower pace makes them mpatient,
and they do not like being a small
{rog in a big pond.

Take Zack Rinat. He sold the first
of his three companies, & pionser in
the  application-server  market
named NetDynamics, to Sun Micro-

systems In 1988, three years after
starting it. He then spent what he
calls “a very painful year” at Sunas a
vice president and general manager,
feeling stifled in the big-company en-
vironment, “You have to do the meet-
ing before the meeting belore the
meeting,” he said,

Mr. Rinat guit, knowing he wanted
o start a new company but with no
idea what it would be. A few months
later, he started Model N, which sells
software to help financial executives
analyze and manage revenue,

Similarly, when Mike Schaefer
took his second company, the Atlan-
ta-based IXL, public in 1888, after
three vears in business, he was
stunned by the change the move pro-
duced.

In particular, he chafed at the poli-
cies and procedures public owner-
ship required, and missed the collegi-
ality of a small company. And the hu-
man resources manager he hired
just before the initial offering exas-
perated him with what he considered
1o be bureaucratic decisions, ke ve-
toing the margarita parties called
Feedback Fridays that he called to
celebrate successful projects. “1 got
out of corporate America to be able
todo this kind of stuff,” he said.

A vear after the initial offering,
with 2,500 employees, up from the
company’s original 36, ¥1 knew the
company had gotten toe big for me)”
he said. He left and g year later
joined forces with a fellow serial en-

treprenear, Mr. Shickler,

Sometimes repeat entrepreneurs
have to be shoved out before they
iearn that their talents apply to start-
ups, not to running bigeper compa-
nies. That is why some venture capl-
tal firms include in their term sheets
the stipulation that ¥ the board
deems it necessary, the chief execu-
tive must start a process 1o find a
SHCCOSS0T.

At other times, the company sim-
ply fails. But, for the serial entrepre-
neur, that is generally an incentive to
try semething else,

ST not afraid of failing; it dossn't
bother me in the least” said Mr
Brown of Trainer’s Clube A company
he founded called Portivity, which
sold  sales-force  automation  soft-
ware, went under in 1988 when he
could not get a second round of fi-
nancing, He immediately created a
business plan based on some of Por-
tivity's concepts, and started another
business a month later,

It i not uncommon for serial en-
trepreneurs, after,.say, the third or
{ourth start-up, to leave with the in-
tention of taking a long breather
from the business world. But many
find themselves involved In a new
venture before the vear is out. Mr.
Brown moved o Portland, where he
had grown up, meaning tw relax
Three months later, he decided
start a business. “1 get bored too
guickly when I'm not working on a
company of seme sort,” he said.



	

