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Working with Startups? These are the Three
Things You Ought to Know about Startup Teams

Anna Brattstrom

“Talent wins games, but teamwork and intelligence win championships.’ ¢

Michael Jordan
Basketball player

While much has been written about how startups work to develop their product, this paper focuses
instead on how to manage the startup team. Based on a systematic review of current research, I present
actionable insights about startup team characteristics; who they are, how they work, and how they stay
together. I explain how these characteristics imply both opportunities and threats for the viability of
the team and discuss how startup teams can be managed to increase the likelihood of their survival and
growth. Given that the majority of startup failures are attributed to the team, not to the product, these
insights are valuable both to aspiring entrepreneurs and to their external stakeholders.

Introduction

In the past decade, we have witnessed a surge of
interest in how to manage startup companies. Popular
methods have had a fundamental impact on new
ventures across the world (for example, Ries, 2011;
Blank, 2013), describing how to develop minimum
viable products, how to find product-market fit, and
how to pivot a business. Interestingly, however, the
core reason for why many startups fail is not because
of problems in their business; it is rather because of
problems in their team. Among venture capitalists, this
is well known, and across different surveys (Gorman &
Sahlman, 1989; Kaplan & Stromberg, 2004), venture
capitalists attribute between 60-65% of failures to
problems within the startup team. Yet, there is a
noticeable lack of practical advice on how to
successfully manage a startup team.

In academic research, scholars have recently begun to
pay more attention to the startup team (Klotz et al.,
2014; Lazar et al., 2019). Results, however, are mainly
directed towards an academic audience. They are
divided into fairly narrow subdisciplines, such as
sociology (Ruef, 2010); strategy (Eisenhardt, 2013) or
social psychology (Breugst & Shepherd, 2017), and as
such, typically not accessible to practitioners. This
leaves entrepreneurs, as well as the investors, partners
and incubators that work with them, lacking research-
based insights into startup teams and how they
function. Given how much we already know about how
to manage startups, it is time we also pay attention to
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the fundamental issue of how to manage collaborations
with and within the new venture team.

Addressing this need for knowledge, I present in this
paper actionable insights about startup teams; who they
are, how they work, and how they stay together. My
model is based on a thorough review of state-of-the-art
research about startups. I curate this research into
stylized facts about startup teams, concluding with an
actionable framework to help practical assessments of
startup teams’ viability. My core purpose is to offer
practitioners research-based knowledge about how to
organize and manage startup teams, with an aim of
complementing the abundance of literature that focuses
on how to organize and manage new ventures.

Literature Background

The majority of entrepreneurship research focuses on
individual entrepreneurs, seeking to understand the
personalities, abilities, and motivations that make them
successful (Davidsson & Honig, 2003; Wiklund et al.,
2003; McKelvie et al., 2018). Yet, most startups are
founded and managed by teams, not by entrepreneurs
who operate in solo (Ruef, 2010). Knowledge-intensive
startups that pursue innovation and growth especially
are more often founded by teams than by single
entrepreneurs (Hellerstedt, 2009; Steffens et al., 2012).
Understanding what makes these teams come together,
work together and stay together is an important, but
currently under evaluated, aspect of entrepreneurship.
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For the purpose of this paper, I define a startup team
broadly as “two or more individuals who commit to
each other to create a new firm” (Brattstrom et al.,
2019). Startups come in many forms. Most are small-
scale businesses, never intended to become more than
a source of income for the founding team. In this
paper, however, my core focus is on innovative,
knowledge-intensive  startups formed with an
intention to grow and perhaps scale, hereafter referred
to as startup teams.

To date, systematic evidence on the operation of
startup teams has been generated from scholars in
three different academic sub-disciplines. The first is
deeply rooted in sociology (Aldrich & Kim, 2007; Ruef
et al., 2009; Kim et al., 2013). Research in this discipline
provides important insights into how startup team
members come together, such as how their
relationships, status, or social networks influence how
members team up with each other. This research is
fundamental for understanding the composition of
startup teams and how such composition influences
team operations over time. The second tradition finds
its roots in strategy research (Beckman & Burton, 2008;
Eisenhardt, 2013; Eberhart et al., 2017). An important
focus of scholars in this tradition has been to
investigate the economic context in which a startup
team operates. As a result, we have gained important
insights into how teams deal with uncertainty and
velocity, using limited resources. The third research
tradition takes standpoint in social psychology
(Breugst et al., 2015; Breugst & Shepherd, 2017; Cardon
et al., 2017). Inspired by team research more broadly
(Marks et al., 2001; Mathieu et al., 2017), this research
has generated insights into how the dynamic
interactions among team members influence startup
team functioning over time.

In this paper, I integrate these academic insights into
three stylized facts about startup teams and how they
operate. Thus, I do not claim to provide a full account
of all research in the field. For this, I refer to the
excellent recent reviews of Klotz et al. (2014), Jin et al.
(2017), and Lazar et al. (2019). Instead, my core
purpose here is to provide curated insights, accessible
to practitioners.

How I Identified Relevant Research

To ensure an accurate and comprehensive reading, I
engaged in a structured review of research on startup
teams. I began by searching the Web of Science
database for articles published under the topic of new
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venture teams in the last 22 years (from January 1st 1997
until June 3rd 2019). I searched for articles covering
topics with the combinations of the words “team(s)” or
“group(s)” in together with: start-up, entrepreneurial,
new venture, founding, and nascent. This generated a
list of 225 papers. From this list, I selected journals that
had published two or more papers on the topic. This
restricted my list to 166 papers. Thereafter, I read each
abstract in order to identify papers which specifically
addressed the role of teams for new venture
performance. In addition, I also benefited from scholarly
books in the field, in particular the works of Ruef (2010)
and Wasserman (2008).

The scope of my review differs from Klotz et al. (2014) in
two fundamental ways. First, I included conceptual
papers, in addition to only empirical papers. Second, I
included the term “group”, in addition to the term
“team”. Third, instead of restricting my analysis to a
particular set of journals prior to the search, I first
conducted a broad search in Web of Science.

Three Stylized Facts about Startup Teams

In the following, I integrate current research into three
stylized facts about startup teams; simplified
generalizations that help to summarize what we
currently know. As stylized facts, the insights presented
in this paper are not necessarily true to all startup teams,
in all places, and at all times. Moreover, it is also
important to keep in mind that research on startup
teams is an emergent field, and that much remains to be
understood about this phenomenon.

Stylized fact no. 1: they are birds of similar feathers

Most startup teams are homogenous, meaning that team
members share similar attributes, skills, and
characteristics. This is well established across different
samples of startups. In the US, for instance, researchers
found that almost half of all startup teams that are
formed are all-male or all-female teams (Ruef et al, 2003;
Ruef et al., 2009). Moreover, ethnically homogenous
teams are considerably more common than mixed
teams (Ruef et al., 2009; Ruef, 2010). In a US study, it was
even found that almost 30% of startup teams are
composed of individuals who share the same
occupational experiences (Ruef et al., 2009). We also see
homophily being put to practice in several well-known
startup teams. Snapchat, for example, was founded by
three young men, all graduates of Stanford University,
and Facebook was formed among a group of roommates
at Harvard University.
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Drivers of homogeneity: social networks and in-group
bias

At first glance, such homogeneity might seem
surprising. Given their ambitions to come up with new
innovation, explore novel business opportunities and
overturn existing markets (McKelvie et al., 2017;
McKelvie et al., 2018), one might expect entrepreneurs
to team up in heterogenous teams in order to spur
creativity and innovation. Taking a closer look into
how startup teams are formed, however, the
homogeneity of teams becomes more understandable.
After all, homophily, i.e. the tendency of human beings
to seek similar others, is deeply rooted in human
nature (McPherson et al., 2001).

Two strong forces drive this tendency for homogeneity.
The first is homogeneity of the social network in which
team members are recruited. When it is time to form a
new venture, entrepreneurs look for team mates in
their social networks. Studying US data, Ruef (2010) for
instance found that 14-17% of all startup teams are
founded among former co-workers, and 19-21% are
formed among friends or aquaintances. The second
force driving homogeneity is startup teams’ in-group
bias. As human beings, we simply seem to be more
inclined to positively evaluate, trust, and collaborate
with similar others (Tajfel, 1978; Tajfel & Turner, 1986).
Such trust, in turn, is an important performance driver
in teams (Brattstrom et al., 2012; Brattstrom &
Richtnér, 2014). When forming a group, we therefore
tend to flock with those that are similar to ourselves.
This is well established across different types of
relationships, from marriages to friendships
(McPherson et al., 2001). Interestingly, teams in
established organizations are important exceptions to
this principle. Different from marriages or friendships,
teams in established organizations are deliberately
designed. For such teams, members are usually
assigned rather than self-selected. Startup teams,
however, emerge because team members chose to
work together. When making that choice, it seems that
the comfort of similarity exerts a larger influence than
the potential advantage of seeking out someone
different with the same or better skillset.

Implications of homogeneity: efficiency at the cost of
blind spots

On the bright side, homogeneity often makes the
startup team function smoothly. In general,
homogenous teams tend to perform better than
heterogenous ones (Murnighan & Conlon, 1991). For
example, homogenous teams are better at solving
complex problems (Woolley et al., 2010), have lower
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turnover, and also a higher degree of cohesion (O'Reilly
III et al., 1989), which in turn makes them better able to
productively manage conflict (Ensley et al., 2002). By and
large, homogenous teams are efficient and agile, which
are important characteristics of successful startups.

On the darker side, homogenous teams can be subject to
cognitive and social blind spots (Steffens et al., 2012).
Cognitively, heterogenous teams bring together different
skills, resources, competences, perspectives, and social
network contacts. This allows team members to draw on
a wider breadth of perspectives (Van Knippenberg et al.,
2004; Van Knippenberg et al, 2015) and contacts
(Milanov & Fernhaber, 2009). In the volatile and
dynamic context that characterize startups, this gives
heterogenous teams an important advantage over
homogenous ones.

Socially, teams that are composed of friends may not
have the type of formal authority that sometimes is
required to establish leadership and work relationships
(Reagans et al., 2004). This can make roles and
relationships blurred within the team, ultimately
hampering startup performance (Jung et al., 2017).

Dealing with homogeneity: towards more reflective
decision making

An important thing to realize about social network
constraints and in-group bias is that they unconsciously
influence choice of startup team members. Therefore,
when forming a team, it is important to explicitly reflect
on what grounds team members are chosen. Is it
because they are best suited or is it because they happen
to be close and available? One might also consider
explicit ways to mitigate the disadvantages with overly
homogenous teams. For example, if a team is
homogenous, it can be important to bring in external
stakeholders, whether as board members, consultants or
coaches, who bring a wider set of perspectives and
network to the team (Vandenbroucke et al., 2016).

Stylized fact no. 2: Their only constant is change

Drivers of change: market, technological and financial
uncertainty

Managing a startup is about managing change. The
process, however, is rarely smooth. Instead, it is
described as a process of “creative revision” (Grimes,
2018), meaning that the startup team needs to
constantly revisit and revise taken-for granted
assumptions about their product and their customer. In
a study of high-tech firms, Shane (2008) found that
almost half (49.6 %) of all startups change their initial
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business idea. YouTube is a great example. Before
YouTube pivoted into what it is known for today, this
video-streaming service was launched as a dating-site,
where users could upload videos in search for potential
partners.

A strained financial situation further adds a need for
change. Most startup teams, especially those that are
engaged in costly innovations, face a constant shortage
of cash. As a result, entrepreneurs may need to revise
their ambitions and work practices over time: beggars
can seldom be choosers. Sometimes, change is driven
by the individual members of the team. Starting and
growing a firm is often a long-term process, unfolding
over several years. During this time, aspirations and
motivations of individual entrepreneurs can change, as
does family situation, health conditions or the
availability of outside options. When this happens, it
has implications for the aspirations and activities of
other team members.

Finally, as the company develops and matures, new
skills are needed. New members enter and old ones
exit, leading to change in team composition,
boundaries, and size. Even for those individuals who
stay in the team, roles and relationships may change
over time. In the beginning, team members may
collectively take on a wide range of tasks, from product
development to sales. Over time comes the need for
role specialization, demanding some individuals to
step up while others might need to take a step back.

Implications of change: need to adapt team structures

In short, startup teams deal more with change than
stability. Surprisingly, however, many startups are rigid
in the sense that members struggle to adapt to roles,
relationships, and equity splits over time. Across
several studies, researchers have found that the set of
initial conditions, such as partnerships or resources,
have a long-lasting impact on the future of the startup
(Schoonhoven et al., 1990; Milanov & Fernhaber, 2009).
For example, the set of values that represents the initial
founding team typically has a strong imprinting effect
on the new venture, guiding the future norms and
values of the emergent organization (Baron et al,
1999). Along similar lines, studies have shown that the
initial divisions of roles and relationships in a startup
typically prevail over time. Even as conditions change
for the startup, many startup teams find it difficult to
adapt their organizational structure accordingly
(Beckman & Burton, 2008).

One explanation is that change is challenging for
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teams. Divisions of roles, responsibilities, and rewards
are closely related to perceptions of fairness; thus
changing them can easily provoke conflict (Breugst et al.,
2015). In the early stage of a startup’s life, it may seem
fair to make an equal split: each founder gets the same
amount of equity. Over time, however, the issue of
equity splitting can be more complicated. One member
might find herself working harder than the others;
another member might realize that he contributes more;
a third member might be added to the team, requiring
original founders to renegotiate equity. Such
renegotiations easily turn nasty (Breugst et al., 2015;
Breugst & Shepherd, 2017; Jung et al., 2017; Brattstrom,
2018). In one study, for example, Breugst et al. (2015)
followed eight startup teams over six months and found
that perceived justice in how equity was split had
profound implications for team outcomes. In teams
where members thought that equity distribution was
just, a positive spiral emerged, drawing team members
closer to one another. However, when these teams faced
external threats, such as being pressured by an investor
or questioned by board members, they easily drifted
from a positive spiral into a negative one. Even in those
cases where the initial equity distribution was
considered fair, external threats made team members
doubt each other, leading to conflict and turnover within
the team.

Dealing with change: incorporate dynamics into the
structure of the venture

Whether working within or with a startup team, it is
important nowadays to incorporate change into work
practices. One example is to use dynamic equity splits
(Wasserman, 2008). In such agreements, members of the
startup team pre-define milestones, phases in the
startup life, and the roles and relationships within each
phase. These definitions are subsequently used to
structure discussions and renegotiations about equity
splits within the team. As Wasserman (2008) notes, an
important implication of such dynamic agreements is
that they make both the tangible and the intangible
factors salient for the team.

Along similar lines, startup teams might benefit from
scheduling regular reviews of roles and relationships
within their team. One option, advocated by Beckman
and Burton (2008), is to create “organizational
placeholders” already at the inception of the firm. For
example, to make explicit early on that at some point,
someone in the team will need to assume the role of the
CEO, CFO, or CTO, even though it can remain an open
question about when, how, and to whom this happens.
Another option is to involve external stakeholders,
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mentors or board members, in regularly revisiting
team members’ (implicit) assumptions about roles and
relationships in the team.

Independent on which option that is chosen,
discussing roles, rewards and relationships over time is
an important sensemaking exercise. As human beings,
we tend to count what can be easily measured, even
though we know that not all that can be measured
counts (Brattstrom et al., 2018). To avoid falling apart
in times of change, startup teams need to turn difficult
though necessary discussions into qualitative and
collective sensemaking exercises, rather than making
them numbers-games where different individuals fight
for a larger share of the pie.

Stylized fact no. 3: emotion is the glue that keeps
them together

Entrepreneurship requires persistence (Markman et
al., 2005; Wu et al., 2007). This is true for entrepreneurs
in general; entrepreneurs who stubbornly pursue their
goals (Timmons & Spinelli, 1994) believe in their own
abilities (Shane et al., 2003), and have passion for their
company (Cardon et al., 2017), have a higher likelihood
of succeeding. FedEx, for example, is a company that
was about to go bankrupt, but survived merely due to
the founders’ persistence. During the first years of
operations, FedEx lost millions of dollars every year,
leading several investors to suggest that its original
founder, Frederick Smith, should step down from
operations. Smith, however, remained persistent and
eventually managed to turn FedEx into a great success.
In a startup team, persistence is even more
complicated than for a solo-operating entrepreneur
such as Smith. In addition to being persistent about
their new venture, entrepreneurs must also be
persistent in terms of their team. When the going gets
rough, it is easy to turn failures into a blame game
among team members. For a team to work together,
however, members must persistently keep together.

Factors that strain team commitment

There are many issues that strain commitment in new
venture teams. One example is time. We know from
team research that commitment is easier in the early
stages of a team’s development (Tuckman, 1965).
Known as the “forming stage”, members tend to be
careful with each other as they test and develop norms
around appropriate behavior. Over time, however,
teams in general often undergo a “storming phase”,
when the challenges of task demands, and
interpersonal differences start to surface (Tuckman,
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1965). This can lead to conflicts, stress, and quarrels that
challenge team members’ persistence.

Another issue that can strain commitment is stress.
Organizing a startup is a process fraught with challenges
and setbacks. Product development timelines are often
delayed, sales can be lower than expected, and investors
pose difficult demands on the team. Such setbacks cause
stress that challenges team commitment. Busenitz,
Moesel, Fiet, and Barney (1997), for instance, found that
new venture team members who felt unfairly treated by
investors were more likely to leave their teams.

Implications of team exits: positive and negative

To some extent, team member turnover is necessary for
startups. As the venture matures, the team requires
novel competences, leading to new members entering
the team, whereas other members leave (Ucbasaran et
al., 2003). In many situations, however, team members
exits can constitute nasty divorces. They are foregone by
unproductive conflict and leave behind wounds that
need to heal. This latter type of team divorce is one that
needs to be prevented because it distracts the team from
constructive problem solving, consumes attention and
effort, and decreases the likelihood of a startup’s success
(Busenitz et al., 2004).

Preventing dysfunctional team exits: nurture the
emotions that keeps the team together

In the context of established organizations, teams can be
held together by strong managers who force persistence
upon the team, by contracts that makes persistence
legally binding, or by salaries that are paid out as
compensation for loyalty. Among startup founders,
however, there is no manager or contract to force
members to stay together, and salaries are often both
uncertain and distant. Instead, emotions, such as
passion, attachment, joy, and energy constitute an
important glue that keeps the team together (Cardon et
al., 2017; Brattstrom, 2018). Shared positive emotions,
for example, enable team members to learn from each
other (Klimoski & Mohammed, 1994) and improve their
abilities to work together (Rhee, 2006). In a similar vein,
a feeling of shared identity is also important, as it tends
to increase information exchange and promote
cooperation in teams (Chatman & Flynn, 2001). By and
large, building emotional attachment to and
identification with an organization and team enhance
the likelihood that startup team members persist
(Mathieu & Zajac, 1990; Meyer et al., 2002).

Emotions play an important role also for how team
members behave (Baron, 2008; Cardon et al., 2012).
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Welpe et al, (2012), for instance, demonstrated that
entrepreneurs who feel vigorous are more likely to
engage in proactive behavior, whereas entrepreneurs
who feel satisfied are more likely to engage in reactive
behavior. In an experimental study Hahn et al., (2012)
also concluded that fear tends to reduce
entrepreneurs’  tendencies to  explore novel
opportunities, whereas joy and anger tend to increase
exploration. In all cases, this seems to make emotions a
matter of priority.

A Framework to Guide Assessment of a Startup Team

In sum, there are three things one ought to know about
startup teams. First, that they are often homogenous
groups. This makes them agile but sometimes subject
to cognitive and social blind spots. Second, that they
work under conditions of constant change, although
they often find it surprisingly difficult to adapt roles,
relationships, and rewards over time. Third, that they
are entirely dependent on members’ voluntary
commitment, but struggle to keep together in difficult
times.

Knowing these things is important, because it helps to
better understand how startup teams function. This is
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In line with the stylized facts I have presented above, the
framework breaks down team assessments into three
core dimensions represented in rows. 1. Team
composition, to allow assessment about who the startup
team is. 2. Team structure, to allow assessment of how
the team works. 3. Team emotion, to allow insights about
how members stay together. For each dimension, I first
explain why this particular issue is an important area of
reflection and assessment. In the second column, I
briefly summarize the known “best practice”. In the
third column, I provide questions to help guide
assessment about a startup team. These questions are
qualitative in nature and as such, they are designed to
encourage reflection, rather than a quantitative
“scoring” of a team. The final column provides some
reference pointers about where to turn for further depth
and insights about these important matters.

When assessing a startup team, it is important to keep in
mind that team composition, team structure, and team
emotions are not isolated but interrelated. Team
composition, for instance, influences emotionality; a
team of friends might have a surplus of positive
emotions among them, while a team of strangers may be
more emotionally detached to each other. In a similar
way, team structure might influence how the team is
composed: a team with specific place-holder positions
(for example, CEO, CTO, and so forth) might be
encouraged to search for team members that encompass
the capabilities to uphold such positions, whereas a
team that does not have designed placeholders might be
less systematic in their search for new team members
(Beckman & Burton, 2008). Because the three
dimensions are interrelated, Figure 1 does not imply that
assessment should be made in any particular order. For
some teams, it can make sense to start with a reflection
on emotionality, for others, it can make sense to start
with an analysis of team composition.

Neither does Figure 1 give greater weight to one
dimension over others. Instead, the three dimensions
should be seen as complementary. There is no such
thing as a “perfect team” and rather than striving for
perfection, it can make sense to consider how strength
in one dimension can compensate for weaknesses in
others. For example, a team that is weak in its
composition may compensate in  persistence,
commitment, and positivity. A team in which there is a
lot of affective conflict might consider handling it by
making changes in the team’s structure.
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To conclude, it is extremely difficult to predict the
performance of a startup (Shepherd et al, 2018).
Similarly, it is impossible to single out any one particular
factor that explains the performance of a team (Mathieu
et al., 2017). In both startups and teams, success is
dependent on a myriad of different factors, including
luck, and there is more than one road leading to success
and failure (Katz & Kahn, 1978). On the other hand, what
can be done is to make an overall assessment of a
startup team’s viability. This does not guarantee success,
but rather decreases the likelihood of failure.

As illustrated in Figure 1, I suggest that such
sensemaking should be informed about the issues that
typically characterize startup teams. This involves
insights for what viable teams need, and should be
grounded in solid research. After all, given that the team
is such an important aspect of successful
entrepreneurship, it is time we pay teams their due
attention.
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