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When aspiring search fund entrepreneurs contemplate their journeys, they face multiple
consequential decision points before they even hunt for a target company to acquire. The first
issue to be addressed is whether an entrepreneurship through acquisition (ETA) odyssey is even
the right pathway. We explore this topic with a series of questions in our note Eight Questions
Aspiring Search Fund Entrepreneurs Should Consider Before Launching Their Project. The

following essential pair of points to ponder is whether to pursue the search fund project as a solo
entrepreneur or to partner with someone. If a partnership is the desired trajectory, who should
be the partner is the subsequent logical query.

This note probes all things related to partnerships in ETA ventures. We do not aim to nudge
prospective search fund entrepreneurs either to partner up or to embark on their pathway alone.
Instead, we hope to articulate all the pertinent issues related to ETA partnerships and provide
our readers with information to help them best craft their expedition.

It is hard not to invoke the dating and marriage metaphor when considering entrepreneurial
partnerships. After all, a business partnership that involves intense daily interactions, intertwined
economic destinies, trudging through blissful and catastrophic moments, and seeing the
colleague with all their unvarnished best and worst qualities sounds like a marriage. A financial
partnership is a concentrated relationship that, when high functioning and operating well, can
feel magical, and when filled with fractious rancor, can feel miserable. Whether to embrace a
partnership or not is a deeply personal and emotional choice that warrants lots of meditation.
While there is no universal correct answer, there might be a best answer for each individual.
Regardless, an entrepreneur’s choices about having a partner will set the stage for a decade-long
career chapter, perhaps longer. To be clear, a partnership in an ETA undertaking is unequivocally
a marriage of sorts — make this decision wisely.

It is fascinating that when discussing partnerships with various ETA entrepreneurs, we hear
somewhat polarizing views on the topic despite both groups watching the same movie. One camp
is an ardent ‘yes,” and another constituent is a vociferous ‘no.’

Anecdotally, we hear more search-fund-curious MBA students share that they want to pursue an
ETA career but would feel a lot more enthusiastic if they had a partner. These students even ask
investors and faculty members to play matchmaker and broker partnerships between students
who might not know each other. We intuitively understand why more students might want a
partner for their search fund outing. A partner is a bit of a safety net and can hedge an already
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risky proposition. Moreover, partners can enhance the experience and may add complementary skills and
expertise as well as capacity bandwidth.

Choosing to execute a search with a partner is a profoundly personal decision. There is no one right answer
that fits everyone, but there is likely a preferred conclusion for each searcher. Some aspiring entrepreneurs
are most comfortable when operating alone and independently, and others hanker for a special teammate.
This election will demand deep soul-searching and reflection. Entrepreneurs must know themselves and
what construct best suits their personality, preferences, working style, and needs. There is absolutely no
one-size-fits-all choice. For example, searchers launching immediately after MBA graduation might feel a
greater need to partner up as fledgling players, while a more seasoned mid-career searcher might not have
the same desire for a colleague. To partner or not is a mammoth assessment and must be addressed
accordingly.

According to the 2024 Stanford Graduate School of Business Search Fund Study, in 2023, 94 core search
funds were launched, a record high. Additionally, 19% of the new search funds in the past two years were
partnerships, down from 41% in the previous two years. In 2008-2009, partnered searchers reached a
zenith at 64% of total searches for the cycle. Furthermore, partnered searches have historically generated a
40.5% IRR compared to a 30.3% IRR for solo searches. The data for these figures contains 296 searches,
of which 178 (60%) were individual entrepreneurs and 118 (40%) were twosome entrepreneurs.* Exhibit
1 shows the percentage of partnered searches by vintage according to the Stanford study.

While we are not yet ready to conclude that a duo of searchers is a superior economic choice and outcome
for entrepreneurs, we absolutely do believe the partnership decision is a monumental choice that must be
scrutinized with great care and introspection. In this case note, we examine a quartet of considerations
related to partnerships in the ETA ecosystem (Figure 1). First, we discuss the perceived positive aspects of
joining forces with a partner. Second, we follow up with the counterargument to shun partnerships. Third,
we delve into how to select a potential partner if partnership is the course someone is pursuing. Fourth and
tinally, we conclude with some tips on how to make a partnership thrive.

Figure 1: Four points regarding partnerships in the ETA ecosystem
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To help bring the dynamics to life and illustrate the decision points in action, we include in Exhibit 2 mini-
profiles reflecting the four typical scenarios when weighing the partnership choice (Figure 2): a solo
entrepreneur who wishes they had a partner, a solo entrepreneur who is glad they do not have a partner, a
partnered entrepreneur who is happy about their partnership choice, and a partnered entrepreneur who
regrets having a partner. We hope these mini-profiles help illuminate the implications of each selection and
the feelings and emotions behind the fagade.
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Figure 2: Presence and absence of a partner and orientations

Misgiving
) / -y
'VTD; A solo entrepreneur A solo entrepreneur
who wishes they had a who is glad they do not
partner have a partner
g A partnered entrepreneur
A who is happy about their
partnership choice

There are many nuances and layers to explore because a great outcome might cloak a horrible partnership,
and a dismal outcome might reflect a marvelous collaboration. The health of a partnership is not necessarily
positively correlated with the monetary conclusion. In Figure 3, we present a matrix depicting four
scenarios of alliance and outcome. The best result if someone chooses to partner is to have a magical partner
relationship and a blockbuster financial windfall. When bifurcated, those outcomes are also possible in
mirrored form.

Figure 3: Four partnership outcomes
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To help better understand the current pulse of partnerships in the ETA community, we surveyed 190 ETA
CEOs, current searchers who have not yet purchased a company, and prospective searchers contemplating
ETA on topics related to partnerships. The breakdown of the 190 respondents is displayed in Exhibit 3
and represents searchers over the past two decades. We will use this data throughout the note to help
illuminate how current and prospective entrepreneurs think about the decision to partner and its
implications.
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Partnership positives

Many compelling reasons exist for adopting an enthusiastic posture toward the partnership question.
However, since each partnership is idiosyncratic, not only in the composition of the alliance but also in the
acquisition and operation of the business, we think it is premature to conclusively say partnerships
supersede soloships, regardless of any economic data. The proper collaboration needs to fit on multiple
dimensions, and while a lousy partnership might produce a desirable economic outcome, trudging through
it might be an intolerable grind.

In our survey, participants ranked several reasons why they chose to have a partner and the perceived pluses
of a partnership throughout the holding period (Figure 4). Having a true equal was valued the most as a
primary reason for partnering and a benefit during the operating phase.

Figure 4: Reasons to have a partner and valued aspects of the partnership

Primary reasons you picked a Most important or valued

partner when you were aspects about the partnership

deciding to partner (Q8) during the hold period (Q9)
Reasons % ranking top 2 Avg rank % ranking top 2 Avg rank
Having a "true equal" who understands me? 56% 3.7 51% 33
Better overall experience 44% 34 47% 35
Increased bandwidth 42 26% 3.7
More/complementary skills and/or expertise 37% 38 28% 41
Emotional support 5.0 4.7
Additional/diverse perspectives vs. just my own 4.9 4.7
Better perceived financial outcome 6.0 6.7
Reduced risk 6.4 6.7
Expanded professional/personal networks 7.5 7.6

It is worth noting that investors might harbor a positive bias toward partnerships because they get a two-
for in that they get two talented and overly ambitious potential CEOs for just a bit more equity than one.
Typically, a pair of entrepreneurs can earn a 30% promotion, while a single searcher is capped at 25%. This
means the investor group gets 100% more brain power and executive labor for five points more equity.
Entrepreneurs often seek advice and counsel from investors. While those thoughts are usually genuine,
entrepreneurs must screen what is in the investors’ interest and what is in their interest.

We will now review what are often cited by former and current search fund entrepreneurs as the most
compelling reasons to pursue a search fund in partnership (Figure 5). While this list likely encompasses
most of the meaningful issues, it is probably not all-encompassing, and there are presumably additional
favorable factors.
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Figure 5: A sextet of positive reasons to have a partner in an ETA endeavor

@ Increased bandwidth

@ Complementary skills

@ Emotional support

@ More and diverse perspectives

@ A true equal

@ Expanded professional and personal networks

01 Increased bandwidth

One of the very best reasons to engage a search fund partner is the increased bandwidth a duo of
entrepreneurs has compared to a singleton. When chasing a deal, there are twice as many emails, phone
calls, marketing campaigns, and potential meetings in a game where volumes and numbers matter; four
hands and two brains are better than two hands and one brain. Partnerships can parallel-track industry
exploration, with partner one taking half a dozen sectors to dissect and partner two taking another six. More
ground is covered more quickly. Some solo searchers attempt to mimic this dynamic with an intern crew,
which is an excellent strategy, but a temporary volunteer intern is not an equal. A team of interns will help,
but it will probably not replace a partner.

Once a deal is secured, the partnership power blooms again. Partner A can spearhead the diligence efforts,
and partner B can continue prospecting and sourcing in case the deal flags. Alternatively, the partners can
divide and conquer the diligence efforts for a more thorough and intensive examination of the business.
This pattern continues after the acquisition closing. Partners can own various company operations
components and provide more intellectual resources when things inevitably falter. While one person is
implementing the new accounting system, the sales program can still march on with the other individual.

The doubling up of bandwidth also provides a natural insurance policy. Entrepreneurs get married, fall ill,
lose parents, have children, vacation, and divorce during search fund projects. All of life’s blessings and
curses land eventually. With two entrepreneurs, there are additional assets when life gets in the way and
sidetracks someone’s professional focus with good or bad news - the machine keeps churning. This
safeguarding is often most valuable in a fledgling business that is vulnerable to everything. Vigilant and
constant executive attention is the backstop that keeps a small business afloat when the slightest hiccup can
be detrimental.

02 Complementary skills

Another helpful componentin an ETA partnership is the ability to balance out skill sets with an ally. Ideally,
if partner X worked in operations before business school, they can balance out an absence of finance
proficiency with partner Y, a private equity whiz. This attempt to counterbalance inevitable skill gaps and
weaknesses is appealing to potential investors and prospective owners of target acquisitions. Additionally,
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rounding out skills with a partner gives each member of the entrepreneur team a confidence boost in that
they feel better able to attack the inescapable challenges that will crop up in running a squirrelly little
company. Keep in mind, whether this certitude pick-up is based on genuine underpinnings or perception,
the net result is more optimism for the pair in the project. In fact, this balancing is quite prevalent based on
what partnered CEOs and searchers shared in our survey; approximately 66% reported at least one skill or
area of expertise their partner had that was complementary to theirs and 50% reported at least two
attributes.

When thinking about complementary skills, entrepreneurs should ascertain whether genuine offsets are
present in the partnership. For example, when one partner has professional experience in strategy
consulting at McKinsey and the other partner has strategy experience at Bain, we are not sure there are
honestly talent enhancements present in the relationship. That does not mean the partnership cannot be
vibrant and successful; it certainly can, but the association’s foundation is not rooted in balancing aptitudes.

We will discuss what makes for architecting a winning partnership shortly. One dimension is that each
partner brings something unique and specific to the relationship - something that is additive and not
duplicative. While many pairings can flourish in diverse circumstances, a partnership where divergent skills
mesh is particularly appealing, at least in theory. This exists when the salesperson joins the finance pro,
when a clear Ms. Outside is matched with an obvious Mr. Inside, and when a sourcing genie aligns with a
mate who has already run a small firm. Finally, complementary postures can run beyond hard skills and
encompass personality traits, too. When one partner is a people person and the other is more of a just-the-
facts Mr. Spock-type, there are some positive mitigating trends. Creatives and analyticals help create a
complete whole together, and nervous nellies can balance with what-me-worry characters.

03 Emotional support

No words can describe the emotional rollercoaster of the ETA pilgrimage. During the search phase, there
will be countless near wins, catalyzing the exploration of potential new homes and schools and the
projection of a new life in a distant locale, only for the deal to be shuttered. The highs during the search will
be intense and euphoric, and the lows will be nothing short of depressing and devastating. Similarly, during
the operations phase, there will be a steady trickle of near and actual calamities: the departure of the anchor
customer, the ERP implosion, the debt covenant breach, and the unannounced OSHA inspection. These
nadirs will be countered with thrilling zeniths like closing the key add-on acquisition, landing the sought-
after sales maven, and beating the ambitious plan projections. The trek culminates with an exit process that
is packed with its own set of highs and lows. The exit is rarely perfectly smooth and is filled with wobbly,
fragile buyer interactions. It always shocks us when we hear military veterans describing buying and
operating a small business as more challenging and emotionally demanding than serving in an active war
zone. That is hard to process, but it reflects the reality that must be anticipated.

In short, search funding is a vividly intense and turbocharged emotional experience. This mission is
emotionally trying under the best circumstances and requires a robust support system outside the business.
When an entrepreneur is a solo player, all of these twists and turns are borne individually without anyone
to buttress when things are bleak or to temper when it all seems too good to be true. A partner can mitigate
some fluctuations by providing a stabilizing force or at least being there in tandem to prevent the single
entrepreneur from riding the roller coaster independently. We are not confident that having a partner will
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tully blunt the emotional peaks and valleys, but we do hear from many duos that they could not imagine
running this marathon race alone. It is not a skill or intellectual constraint but an emotional capacity and
resource limitation that strikes this fear. In this context, potential partners should examine how they react
to stress and ambiguity. Emotional support, while valuable, can only be present if a partner does not retreat
and curl up in a fetal position at the first sign of pressure and disarray. While we are not sure how to test
for cool reserve and emotional and intellectual presence under apprehension, partners should explore their
own and each other’s histories to discover how each reacts when ugly surprises glare.

Perhaps raising a family is analogous. Kids present endless joys and challenges. Single parenting exacerbates
the ride while having a partner can make the route a bit more balanced. Accordingly, ETA CEOs should ask
themselves whether they want to be a single parent or not.

04 More and diverse perspectives

When operating as a solo searcher, there is a single vantage point on all issues. Is the target a desirable
opportunity, should we aggressively grow, can the business tolerate more leverage, and when is the ideal
exit moment? These are all essential questions that members of the ETA crowd will encounter. Are these
riddles better solved as an unattached operator or a couplet? Of course, a talented individual can attack these
queries and land on a desirable outcome. However, does having a partner slightly increase the odds of better
decision-making? While we cannot offer a conclusive answer, we do believe that more diverse perspectives
can drive enhanced analysis and results. We can all become hardened in our views, resulting in a myopic
orientation. This is riskiest when a soloist strings together a handful of winning calls and suddenly thinks
they have the Midas touch. Furthermore, a partner can serve as a litmus test on a topic. If there is partner
unanimity, the board is more likely to consent, too.

An engaged partner can be a productive counterweight, taking the opposite view to pressure test the thesis.
They can see the same scenario differently, offering alternative reasons to move forward or pause. This is
especially true if one party is all about offense, getting the next deal done, or adding the strategic customer,
and the other party is all about defense: how will we gracefully implement and operationalize the growth
surge?

Alternative perspectives can especially come into focus if the partners unequivocally have balancing skillsets
and view the world through varying mindsets. A word of caution: it is harder to garner heterogeneous
outlooks when both partners were trained as investment bankers at J.P. Morgan before business school.
This common professional background might magnify a single approach in perspective and examination.
We do acknowledge, however, that despite a joint experience, two partners can still have heterogeneous
mindsets.

05 A true equal

We are enthusiastic fans of spouses, board members, investors, and friends in the search fund jungle. These
are resources that all entrepreneurs will draw upon for advice, emotional support, and companionship when
the ship is leaking. We think spouses and friends are the unheralded heroes in these projects. Spouses are
all in on the mission and are de facto investors through their human and emotional capital. These parties
and resources matter and should not be discounted in any way.
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Despite this, these folks are not equal proxies to a true business partner. Try calling a board member on a
July Friday afternoon to share that you have busted loan covenants and the bank will no longer advance
funds for growth initiatives. That board member will likely offer some polite advice, words of
encouragement, and a few ideas to noodle on and then wrap up because the flight to Nantucket is boarding.
Same drill with your MBA section mate. They will listen and feel your pain, but when the phone call is over,
their life will move on - they are not emotionally invested in the same way. Spouses might be a slightly
different breed since they live with the protagonist and are likely getting a day-by-day movie of the
company’s happenings. They might be fully invested but probably do not entirely understand the nuanced
issues.

It is only a partner who is a true equal, who is all in and living and breathing the same issues, and who can
truthfully internalize and understand everything. This is not to disparage anybody else, but the partner is
the only genuine equal. Investors have broadly diversified portfolios, friends have their own lives, and even
spouses have their own orbit. Partners are in the trenches and feel every emotion together. They are bona
fide identical equivalents that no other relationship can replicate. Having an equal was the single top-
mentioned reason in our survey for pursuing a partnership structure.

06 Expanded professional and personal networks

When engaging in a search fund experiment, entrepreneurs lean on their professional networks for deal
leads, advice, equity, debt, human talent, and commiseration. These invaluable networks can make all the
difference between success and failure. The right insight from a seasoned pro with domain expertise can be
priceless. ETA CEOs bring a cadre of value into their projects with their professional and personal networks
- and those networks double when there are two entrepreneurs instead of just one. The combined networks
have many more nodes to tap into and harvest. While these soft advisors are not hard assets in the venture
like capital or a warm body, they are unquestionably instrumental.

These networks tend to be most optimized in a partnership when each partner has a unique pre-MBA
experience in a different firm or a separate sector. Additionally, a partner from a novel business school
expands the network compared to a partner from the same school and section. Two partners who worked
at Goldman Sachs before school and then attended the same business school will have moderately
concentrated professional and personal networks. While this might still be a lucrative partnership, they are
not expanding the pie on the network dimension. Conversely, a Goldman gal teaming up with a McKinsey
guy having gone to different MBA programs positively expands the networks that can be reaped.

Partnerships have many compelling features, and generally, respondents to our survey thought their partner
relationships were positive and healthy. Of the survey participants in a partnership who were either
currently operating a company or still searching, 98% rated their partnership very good or good (Figure
6). Those partnerships reflected company performance that was better than plan, on plan, and below plan.
Of the CEO partnerships that were categorized as poor, all were operating below plan.
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Figure 6: Rate of partnership satisfaction
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Another question we asked in our survey to test the conviction of choosing a partner was how often partners
wished they did not have a partner. A full 79% of partnered CEOs indicated that they never wished they did
not have a partner, and 9% rarely wished they could jettison the partner. Truthfully, we expected this
number to be lower. Conversely, for solo CEOs operating a business, 8% said they always wish they had a
partner, and 46% claimed they often wish they had a partner. This paints a picture of the grass looking
greener unilaterally.

Partnership negatives

While we do think high-functioning partnerships can be tremendously valuable for an ETA sojourn, they
are clearly not for everybody. After all, according to the Stanford study on all things search, the majority of
ETA participants pursue a soloship instead of a partnership; of course, this can be due to the inability to
find the right partner, but at least some subset of solo operators must have consciously decided to dodge
the partnership route. We understand and acknowledge many reasons partnerships do not appeal to
aspiring ETA CEOs. Partnerships are not perfect, and even the healthiest are peppered with difficulties.
Analogously, we hope readers are in blissful marriages or life partner relationships; however, no marriage
is nirvana, and even the most appealing have clashes. Business partnerships are similar and are not immune
from pressures.

We will now explore the most common reasons (Figure 7) we hear for avoiding an ETA partnership from
entrepreneurs in partnerships and those who ducked the partner route. These half-dozen points are not
comprehensive, and there are presumably even more reasons to elude partnership. However, these items
were mentioned most frequently and were at the top of the list in our research conversations.
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Figure 7: A six-pack of reasons not to engage a partner in an ETA project

@ Diluted economics

@ The need for a larger deal

@ The requirement to process many decisions bilaterally
@ The potential to change or test the relationship

Two spouses’ needs to consider

@ The possible greater success of one partner

01 Diluted economics

MBA students and aspiring searchers are a savvy lot — especially regarding their economics. Holding all
variables constant, per entrepreneur, the percentage of equity participation is lower when there are two
claimants than when there is one. In search fund land, a single entrepreneur can earn a 25% promote based
on an internal rate of return (IRR) ladder, and a team of two entrepreneurs can win 30% of the equity pie.
While we do not have data on how teams of entrepreneurs divvy up the potential 30%, anecdotally, it
appears that most duos split the bucket equally, with each having the opportunity to earn 15% of the equity
pie. A team dynamic with a 15% chance is less than a solo with a 25% window. That math is stark and
straightforward. Solos usually have a pathway to ten points more of equity.

We know that percentage points do not necessarily equate to nominal dollars. In sheer financial terms, we
would much rather own 1% of the equity in Microsoft than 100% of the equity in a corner candy store. So,
while having a road to 25% of the equity is certainly more than obtaining 15%, it does not necessarily
convert to more dollars. Regardless, many entrepreneurs highly value increased equity and believe there is
a strong correlation between equity percentages and equity dollars. Unfortunately, we do not have data on
earnings per entrepreneur in partnerships versus soloships that would illuminate whether the 25% in a solo
is actually superior to the 15% in a partnership.

Diluted economics weighs heavily on searchers” minds when considering a partnership. If a partnership
existed where partner one had 25% of the equity and partner two had 5%, partner one would enjoy
equivalent economics to being a single searcher with all of the benefits of having a partnership. We are not
sure how tenable that is. Additionally, in the Stanford search fund study, solitary CEOs bested paired CEOs
on a return-on-investment basis in every banded scenario except the 5-10x silo.®

02 The need for a larger deal

Many partnerships solve the above-described conundrum by pursuing a more significant target acquisition
to get additional dollars working for the team. Although the challenges are not insurmountable, searching
for a large-scale deal is problematic on multiple fronts. First, part of the ETA thesis is to purchase a small
enough business that traditional private equity would not deign to go so far down market. As soon as
searchers creep up in size, they might begin to clash with small private equity firms and the resulting
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competition to win a deal. Second, larger target businesses tend to trade at higher EBITDA multiples than
smaller firms below the radar screen. With 4-to-6-year holding periods, a rich EBITDA entry multiple can
significantly raise the bar for execution and impair potential returns. Third, buying a bigger, more complex
asset might pose operational challenges for young, first-time, inexperienced entrepreneurs. Fourth, when
ETA deals swell, investors might push back on a team of entrepreneurs seeking a complete 30% promote
opportunity. If the project is doused with a lot of nominal equity dollars, the entrepreneurs might be looking
at an equity haircut. Finally, many pairs of entrepreneurs feel the need to upsize the deal so that there is
enough for two ambitious MBAs to sink their teeth into. The business must be meaty enough for two
budding superstars to both feel engaged and needed.

Looking for a grander deal is often a predictable outcome of a partnered search. While not inherently bad
or wrong, this pushes a pair of entrepreneurs into novel territory with a host of fresh challenges and twists
and slight deviations from the historical search model.

03 The requirement to process mamny decisions bilaterally

When two parties are at the table, whether in a marriage or in a business partnership, many decisions
require bilateral approval and discussion. We have all experienced how what to have for dinner with a
spouse can morph into a negotiation and extended conversation. The business context is no different; key
hiring decisions, strategy, financing, and even innocuous holiday party choices all of a sudden require a
conversation and maybe bargaining. This is especially true in the earliest innings of the enterprise when
each partner is finding their footing and getting a read on their counterparty. Being polite and checking in
is better than bulldozing ahead and offending. While this is not inherently problematic, it does gobble up
time and creates a drop of friction in every decision. This can be concisely summed up as a ‘too many cooks
in the kitchen’ phenomenon. When two hard-charging type-A personalities need to wrestle with a stressful
challenge, sparks can easily ignite.

Additionally, in most ETA partnerships, the entrepreneurs attempt to treat each other deferentially and
equally; while this is respectful and commendable, it creates a dynamic where there is no clear,
unambiguous captain. This can bring some conversations to a stalemate when each party believes they have
an equal vote.

04 The potential to change or test the relationship

Many paired search fund partnerships originate with a friendship from a previous chapter in life, perhaps
college, work experience, or business school. We have mixed feelings about entering into an inherently
professional relationship based on friendship, and we will explore that theme below. Regardless, charging
into an ETA project with a best pal might change or at least test the relationship. In other words, the
partnership might challenge the friendship, and while winning a partner, the entrepreneurs might each lose
a friend.

The best friendships are usually based on the friends’ character and their unmitigated joy in sharing time
and activities with each other. Business partnerships are rooted in skills and performance; a wonderful
friend might be a rotten partner. Once two people are engaged in a partnership where economic livelihoods
are at stake, their friendship might go through a metamorphosis, and the business partnership can prevail
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while the friendship can atrophy. This is not inherently bad, but entrepreneurs should enter this realm with
eyes wide open and realize they might be trading a friend for a partner or a best friend for a social friend. In
a business partnership where the two players interact all day, there can be little room for a friendship to
continue to grow and thrive. In some ways, the partnership can suffocate the friendship when there is no
break from each other.

We have witnessed some partnerships where the friendship survives and others where the partners want
their own space after the exit and part ways. Friendships and collaborations are always dynamic, but telling
a pal that their marketing plan is idiotic will test the relationship no matter how thick their skin is.

05 Two spouses’ needs to consider

When solo entrepreneurs are fishing for a company to acquire, they always consider their spouse’s needs
and desires. No matter what the entrepreneur tells investors about geographic flexibility, the spouse is part
of the calculus - and should be. If the trailing spouse is a Wall Street derivatives trader, Chicago might
work, but Tuscaloosa might not. When two high-potential people are in a marriage, the career desires and
needs of both parties must be accounted for. However, when a searcher has a business partner, those spousal
constraints and wishes double; now, the puzzle requires solving for two trailing spouses, doubling the
screening points. This adds the potential for complexity, the need for compromise, and the possibility of
future resentment between spouses, business partners, and the two trailing spouses whose lives are linked
up on a moonshot.

With two spouses’ needs to reconcile, there is a delicate dance to negotiate on deal screening, geography,
proximity to family, and potential careers, homes, and schools. The stakes escalate, and the odds of
harmony and bipartisan happiness decrease. It is possible to thread this needle, which has happened many
times in search lore, but pleasing four people is always harder than satisfying two individuals. Of course, if
one or both business partners are unattached, things are simpler. A cousin of this is partners having different
personal goals and values. This can stem from family situations and dynamics, or ambition and pace levels.

06 The possible greater success of one partner

When search partners launch their joint journey, both partners are equals and unproven entities. Once the
machine gets going and a business is acquired, one partner might emerge as the investors’ darling and the
clear hero. This can result in diverging compensation programs, unequal board attention and support, or
even the board seeking to drop the weaker player and give the surviving partner the throne independently.

This happens and is fraught with emotional pain for both the winning party and the rejected partner. It will
inevitably change the relationship between the partners, and any roots of friendship will be ripped away.
What is best for the business or even one partner is not always best for both. Life and business are not
always fair, and watching one partner soar while the other partner flails can be painful for everybody
involved, including investors and the board. Exiting the weaker partner will take time and will not be
without sentimental consequences. When entering into a partnership, entrepreneurs need to remember that
they might end up being the more minor partner who cannot carry their weight and will suffer the
embarrassment and shame of an unwinding or diminishment.
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Sourcing a partner

Once a search fund entrepreneur concludes that they indeed want to be part of a partnered search, the
obvious question is where to find the best partner imaginable. Even if there is an obvious choice for a
potential partner that bubbles up organically, there needs to be an active vetting process to make sure the
match is intelligent and not just convenient. Deciding to seek a partner is a crucial step, but actually picking
that partner is a monumental leap of faith. This might be an entrepreneur’s earliest cardinal choice in their
ETA foray. Unwinding a deleterious partnership is not impossible, but it is tricky and messy. It is better to
get this decision right than half right or wrong. Picking a partner can be awkward and filled with fear of
rejection, anxiety, and optimism. There might be a bumbling dance trying to test each other and clumsy
conversations with probing questions. It can feel like speed dating with a short fuse for marriage. Despite
this gawky process, it is worth every minute and painful dialog to best ascertain if there is a genuine match.

We will now discuss a hexad of action steps to select a partner for an ETA offensive (Figure 8).

Figure 8: A hexad of action steps to select a partner

@ Locating a partner
@ “Dating” a potential partner

@ Deciding whether the partner needs to be a friend

@ Considering non-traditional partners

@ “Divorcing” a partner

@ Expanding the partner-shopping pool

01 Locating a partner

The most natural and organic ponds for partner fishing are business school pals, college friends, and
professional associates. These three venues provide aspiring searchers with potentially commercial-minded
people in the same life stage who are exploring various career pathways. Business school is probably the
densest target-rich environment stocked with intellectual peers and a long runway for getting to know one
another. Additionally, business schools are all ETA aware at this point, with courses, protagonist guests,
and a steady stream of investor recruiters. Within the business school fishbowl, ETA courses and clubs are
populated with search-curious students who are all contemplating the option.

College friends and co-workers are also viable arenas for partner shopping, although these associations
might not be as fluent in all things search and may face a steeper learning curve. However, these venues
also provide an extended track to get familiar with cronies and witness how someone behaves in
miscellaneous situations over time. One drawback of the college crowd is the relative immaturity young
people exhibit when in school and living in a bubble with a different mind frame. Please do not judge us by
our behavior in college; it was not our best moment.
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In our survey, 93% of CEO partners had a direct personal relationship with their partner prior to launching
a search. Additionally, 26% of CEO partners had a relationship that dated more than a decade, with the
average at 8.6 years. Business school is fertile ground for finding a partner, with 42% of all partnerships
tinding their mate there. Figure 9 provides additional data on this topic.

Figure 9: Source of CEO partnership and duration of relationship prior to becoming partners

Length of relationship at point From which group did you meet your partner?

How did you meet your partner? (Q14) of partnering (Q15) (Q13)
100% 100%
5 5 Business/graduate
90% 90% P17 > 10 years school 2%
80% 80%
70% 70% Other (pl ify) - 21%
er (please speci
60% Already had a direct 60% P P 0
° personal relationship (i.e,, ° L 6-10 years
93% i
50% (Il e were friends, classmates, 50% ‘ )
colleagues, and already Previous/professional . 19%
40% knew each other) 40% (work) relationship °
4-5 years
30% 30%
20% 20% 19% 2-3years Underg(‘r:aocﬁl:gz school . 19%
10% 10%
fye Met at a search-related event 12% Uptolyear 0% 50% 100%

0% Introduced via someone 0%

02 “Dating” a potential partner

Once a potential partner is identified, the real assessment and work commence. This is a gargantuan
decision and should not be taken lightly. Going out for a beer at the local pub might be an adequate first
conversation for a likely partner, but it better not be the last. Dating is an apt analogy for getting to know a
promising partner. Both are extended interviews testing compatibility, likability, values alignment,
expectations, and goals and envisioning a dovetailed career or lifetime.

Partner dating takes time and effort and is worth putting in the right energy. We suggest starting with
exploratory questions to test why someone wants to search, why they prefer a partner, what they seek in a
partner, and what their vision of both an excellent and a horrible partnership relationship is. Articulating
expectations for the search must tackle discovering where there is overlap and divergence. Which industries
are preferred, which are intolerable, and why? Is the goal 25 years or 5, and is the targeted payday $100
million or $4 million? A wonderful and brilliant prospective partner with wildly unrealistic expectations is
not a fit. Potential partners should discuss their values, strengths, weaknesses, and professional and
personal goals. They can also discuss how they resolve conflicts. Engaging in numerous personality tests
like the Myers-Briggs, DiSC, and Enneagram might shed light on how the players will mesh or what to

expect. It may seem like overkill, but working with a coach or facilitator can be worthwhile for having the
difficult conversations that need to occur. Additionally, the coach can work with each aspiring partner
individually and help integrate that conversation into a joint dialog. Drafting a partnership agreement, a
constitution of sorts, can help flesh out what matters most and force the team to crisply communicate ideas
as they become prose. In our survey, 44% of CEO partnerships created this type of document before
officially engaging.
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Another super step is to test work sampling, where the pair does industry analysis, broker calls, or
hypothetical modeling. Whether the work styles are compatible and respected should run through the
partner seeker’s mind. Answering the 50 questions enumerated in The Founder Dating Playbook
individually and jointly will highlight alignment or its absence. Since this is a family commitment, including
significant others in the dating and testing process can be an intelligent choice.

If this all sounds like a ton of work - it is. Possible partners should be investing hundreds of hours in their
testing and dating process. We will now share a handful of clichés to consider: Do not fall in love with the
first potential partner; sampling and dating can provide a positive or negative confirmation. Duplicative
skills do not add anything to the game; seek to balance and shore up weaknesses. Differing views help bring
diverse perspectives, but polar opposites might be antagonizing.

In our survey, shared values was highlighted as an important factor in selecting a partner (Figure 10). This
should be explored and tested during the dating stage. Within values in general, trust specifically emerged
as the most-cited virtue of importance.

Figure 10: Importance of shared values and specific values highlighted

Thinking specifically about shared
values and complementary
skills/expertise, which has

Given your experience together so far, what are the top 2-3 values that you would say
have been the most important to have alignment around with your partner?(Q23)

mattered more over the course of Transparency Personal respect
your partnership so far?(Q25) Empathy T t\/a|ues success
Work ethic ruS Honesty
Primarily shared Goal alignment Integrlty

values Humility Communication

More shared values
than complementary

Key themes

Selected partnered CEO Quotes

Trust (mentioned in
16 responses)

“I think you just need to have a foundation of trust more than anything”

l 19%
. 21%

skills or expertise “Unwavering trust”.  “Maintaining a high degree of respect and trust for one another”
“Trust and assumption of positive intent”

Equally shared values

and complementary

skills or expertise

Integrity, honesty,
transparency, & open
communication (16)

“Honesty & integrity” "Intellectual honesty” “Open communication”

“Full transparency on all matters” “Active communication”

More complementary
skills or expertise than
shared values

Respect (5) “Maintaining a high degree of respect and trust for one another” “Mutual respect”

2%

Work ethic (5) “Aligned and shared work ethic”.  “Willing to do what it takes to get job done”

Primarily Goal alignment (3) “Shared long term goals in business and life”

complementary skills = 0%

“Aligned on definition of success”

or expertise Empathy (3) “Empathy”  “Empathy for employees and customers”
0% 50% 100% Humility (2) “Humility: Not being ashamed of being the one in the wrong as long as the partnership
is right; Knowing when to seek counsel from outside our partnership; and truly listening”
Misc. “Alignment around what moves the needle for enterprise value”  “Positive outlook”

03 Deciding whether the partner needs to be a friend

We think the question of whether a partner needs to be a friend is fascinating. The nice part about involving
a friend is that the relationship starts on third base in that the partners know each other and have some
perception of the positives and negatives we all have. The downside of a friend partner is that it is arduous
to tell that partner they are doing a lousy job or are entirely off base in their thinking. Additionally, blending
personal and professional relationships is sometimes toilsome, and there are no clear boundaries about who
is wearing which hat and when. There is a reason why the maxim ‘don’t do business with friends’ exists.

15 EXPLORING ENTREPRENEUR PARTNERSHIPS IN THE SEARCH FUND ECOSYSTEM


https://review.firstround.com/the-founder-dating-playbook-heres-the-process-i-used-to-find-my-co-founder/

Yale scHOOL OF MANAGEMENT

In our survey, entrepreneurs have a clear bias toward friends when thinking about partner selection. CEO
participants indicated that 91% of their partners were friends prior to engaging in the ETA search.
Additionally, 86% of the survey respondents shared that the partner being a friend was either important or
somewhat important (Figure 11). Among partnered CEOs who rated friendship as extremely or very
important when selecting a partner, 100% described the partnership health as very good or good.
Furthermore, 45% reported operating better than plan, 35% on plan, and 20% below plan.

Figure 11: Percentage of partners who were friends and the importance of friendship as a selection
criterion

When you selected a partner, how

Prior to engaging in the ETA partnership, important was it for your partner to be
was your current partner a friend? (Q6) a friend? (Q7)
100% 100%
20% 90%
80% 80%
70% 70%
Top 2 important
60% 60%
91% RES
50% 50%
40% 40%
30% 30%
Somewhat
20% 20% important
10% 10% Bottom 2
No unimportant
0% 0%

While we are not categorically against friends jumping into a partnership relationship, we do not believe
partners must be chums. Being search partners is fundamentally a business relationship, and the goal is to
buy and build a company that creates economic value for investors and entrepreneurs. This is a commercial
proposition, and while we hope every partnership is diplomatic and cordial, it does not need to be limited
to a bestie. A partnership can thrive on a transactional basis when each partner excels in their role and there
is no further socialization or interaction. In some ways, we think a business partner is akin to a medical
provider. A patient does not need to love or even hang out with their doctor. The patient wants the best
healthcare practitioner for their wellness program needs.

We encourage entrepreneurs to open their apertures and strongly consider partner candidates who are not
buddies. Not only does the pool immediately become more voluminous, but the ideal partner might not be
a compadre. Entrepreneurs should be keen to reflect and know themselves before deciding to seek a partner,
especially one who is a friend.

04 Considering non-traditional partners

As the search fund ecosystem expands and attracts new and increasingly more capital, fresh and alternative
partnership structures are popping up. These non-traditional combinations would have previously been
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non-starters but are now accepted as yet another permutation of the ever-flexing ETA model. When we
allude to unorthodox partnerships, we are thinking about sibling amalgamations, parent-child mixtures,
cousin blends, and spousal groupings. While these alliances bring together co-entrepreneurs who might
have deep bonds, roots, and relationships, they are marked with both positive and negative attributes.

Affirmatively, these couplings are likely marked with entrepreneurs who can finish each other’s sentences,
intimately know their respective strengths and weaknesses, and are fully aligned and committed to making
the partnership thrive. These partnerships have a head start. There is no learning curve or ramp-up phase.
This allows the team to dive into the project more quickly and aggressively. With years of history and
interactions, the partners know how to manage each other. They can likely anticipate how they and the
other will react and behave when the golden opportunity or threatening tsunami manifests.

However, non-traditional partnerships also present distinct negatives that must be considered. Despite
frothy investor enthusiasm for all things ETA, not all investors will warm to these familial constructs. There
are obvious risks in the investor versus the entrepreneur dynamic when the entrepreneurs are related.
Within the partnership, a marriage that is also a commercial partnership might be subject to unusual stress
and pressure. There is no off when dinner conversation is about receivables management. Furthermore,
when siblings disagree, they might hedge their unvarnished opinions for fear of rankling the older sister.
Moreover, these relative-based joint ventures can bring historical baggage into the business. That birthday
gift from a decade ago was unappreciated, and who does what at home becomes intertwined with work
roles.

While we are not opining on the tenability of these non-traditional partnerships, we do think they warrant
extra special diligence and care. Is it worth fracturing a marriage or a sibling bond over economics? Some
of these will work and emerge as a blueprint for a new iteration of partnership, and some will flop and be
the brunt of ridicule for picking family over talent.

05 “Divorcing” a partner

It is tough to talk about divorce before the wedding, but that is why prenuptial agreements exist. Similarly,
discussing a partnership divorce before a company is acquired can be off-putting, but it is a reality that must
be addressed. We encourage partners to discuss why a divorce might be necessary at numerous junctures
of the process. There could be automatic triggering events that catalyze a separation. This would help avoid
some of the painful and emotional arguing and battling. These triggers should be baked into the operating
agreement or a side letter to the closing documents. The divorce terms can include what happens to vested
and unvested equity and whether a non-compete agreement kicks in.

Divorce can happen before or after a company is acquired. We think of the company as the children in the
marriage analogy. If the partnership is faulty and in doubt, breaking up before kids is better. It might not
be pleasant, but it will be infinitely better than waiting until an operating company is part of the dynamic.

The best way to deal with a partner divorce is to never get to that level of distress. We will shortly discuss
how to make a partnership thrive. Spoiler alert: partnerships, even the best ones, can be trying and take
continual work and nurturing. To eschew the divorce channel, invest in the relationship continually and
prevent scar tissue from building up and undermining the relationship.
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06 Expanding the partner-shopping pool

Periodically, an aspiring entrepreneur wants a partner but does not have a natural ally. In our running
dating and marriage analogy, we think of this as the person who wants to get married but has not found
the right person. We respect this situation because it partially implies that the entrepreneur has some
standards and has not yet capitulated to having just any warm body. However, it can still be a wily situation,
especially for some folks who are unwilling to search without a partner.

We think a logical first step is to expand the addressable market. Perhaps contacting or visiting other
business schools and attending ETA club events can produce a new feasible collaborator. Attending ETA
conferences exclusively focusing on finding a mate is another pathway. At those conferences, hosting an
off-site mixer with a speed-dating game for searchers seeking partners can help, too. Asking various investor
groups if they know anybody hunting for a colleague might also generate leads. Finally, we would love to
see some enterprising and ambitious individuals set up a partner-matching website, a la Hinge or Match.
That would be an effective way to at least see and know who is partner shopping. If it sounds silly, ask
anyone over 60 what they thought of online dating or personal ads 30 years ago.

Making a partnership thrive

Spectacular partnerships do not happen magically. Even the very best partnerships will be beset with
challenges and grinding friction points. Like multi-decade marriages, partnerships have peaks and valleys
and require work and time to smooth out the bumps and edges. We have witnessed the best of friends
fracture a partnership, and nobody is immune from this possible outcome. Unfortunately, for a partnership
to blossom, one person cannot do it alone; each party needs to lean in and work at developing and
optimizing the relationship. It is like a tennis game; both players must participate vibrantly to make the
rally work. If one player does not hit back, the rally flags.

Partnerships will wax and wane as the business evolves and changes. When the company is progressing
swimmingly, hiding or ignoring the inevitable partnership warts and thorns is easier. These tensions will
more easily rear their ugly heads when the firm is drooping. Partnership woes and dynamics are best
managed internally between the partners without airing dirty laundry among employees and board
members. They do not need to know about the drama.

Investing in and cultivating the relationship before cracks appear helps make a partnership thrive. We think
of this as preventative maintenance. Even if things are delightful, the partners should work on the
relationship and build goodwill before things fester and mushroom. Like in a marriage, partners can harbor
resentment for years, and that is not healthy or productive for the partners, the company, or the investors.

We will now offer six strategies to bolster an ETA partnership (Figure 12). Note that these action steps are
all proactive. We will not articulate reactionary steps because, at that point, at least some damage has already
been done. We hope that our students and readers never get to that place by embracing tactics to prevent
partner friction.

18 EXPLORING ENTREPRENEUR PARTNERSHIPS IN THE SEARCH FUND ECOSYSTEM



Yale scHOOL OF MANAGEMENT
Figure 12: A half dozen action steps to be the best client ever
@ Establish a clear, mutually-agreed-upon North Star

@ Divvy up the pie and stay in the right circle

@ Communicate, communicate, communicate

@ Work with a coach
@ Check the egos

@ Respect each other’s tics and quirks

01 Establish a clear, mutually-agreed-upon North Star

When partners play the same game with agreed-upon goals, there is a better chance of establishing
harmony. If one partner wants to move at 100 mph, and the other partner wants to crawl at a snail’s pace,
we are certain conflict will arise. The North Star that guides the partnership should be established when
the initial partnership is formed and before it is even presented to investors. While this is a theoretical North
Star, it is still crucial to establish some guideposts. Once a company is acquired, the North Star should be
refreshed and reaffirmed.

Having crisply articulated goals and objectives culminating in a bright North Star clearly establishes what
each partner is signing up for and what the expectations are. If partner one thinks the project will be an
organic growth story and partner two says it will be all about programmatic acquisition, there will be
misalignment and turbulence. Of course, partners will need to be flexible, but the functional underpinning
of the game plan must be established, bought into, reaffirmed regularly, and adhered to.

02 Divvy up the pie and stay in the right circle

Within the partnership relationship, setting clear boundaries for what each partner will own in the project
is helpful. We think of this as divvying up the pie into functional responsibility areas. For example, maybe
Partner A will own sales and accounting based on their skills and experiences, while Partner B will shepherd
operations and finance. There must be a clear demarcation of who owns what. Once the pie has been carved
up, each partner should, as best as possible, stay in their designated circle. If the salesperson pokes into
operations, this will feel like encroaching behavior. Maintaining boundaries gives each partner a designated
space to own and manage independently.

We are not advocating for parallel play here where the partners never interact or cross functions; that would
be dysfunctional. What we propose is that there be an acknowledged expert and leader for each of the
various parts of the company and that everybody know who fills what role. We hope that partners are
continuously bouncing ideas off each other and asking for input, help, and guidance. That is part of a
healthy business partnership, and it would be abnormal if it were not happening nearly daily.

The distinction is that the partner in charge of sales should invite the other partner into the conversation
on sales, and the non-sales partner should not tread through the sales function unless asked to. A potentially
elegant way to resolve inevitable disagreements (healthy partnerships have contrasting viewpoints) is to
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defer to the partner who owns the function. For example, if a new accounting program is being explored,
the non-accounting partner can chime in when invited, but the decision and implementation ultimately
reside with the accounting partner. Alternatively, a designated board member can serve as a tiebreaker vote
to break a logjam.

Establishing swim lanes and staying in them with healthy collaboration is an enticing approach to managing
the partnership dynamic. Without clear boundaries, chaos will ensue.

03 Communicate, communicate, communicate

We cannot overemphasize the importance of open, honest, and frequent communication in a partnership.
When communication is absent, things will slowly veer off track, and suddenly, a tiny issue is a point of
tension. Communication is the substructure that will support a vibrant ETA partnership. We like the notion
of having a recurring weekly conversation on the calendar for the two partners. It might be helpful to
schedule this outside of the office so the partners can physically disengage from the fire drills and emails.
This can be an off-site lunch or walk. It can be advantageous to have a brief agenda so the conversation has
some structure and key points are not unintentionally missed. This weekly check-in can include an overview
of essential business issues and a partnership health check-in. Some entrepreneurs advocate alternating
weekly connection points with strategic topics on one walk and tactical themes at the next lunch. By having
a predetermined weekly window for communication, nothing can drift for too long and balloon
unintentionally. Sweeping things under the rug is a shortsighted attempt at tact that will only allow the
offense to compound.

In these conversations, it is essential to be direct and truthful. If something is percolating, it must be
communicated respectfully. If two partners are in a multi-year relationship, there will be plenty of times
when things will feel amiss. This is normal. The unhealthy part is letting wounds rot instead of doing what
is necessary to help them heal. When communicating, it is best to be cordial and friendly and to avoid
confrontation. There should never be a personal attack, but disagreements can be respectfully discussed
with quantitative and qualitative analysis. It is also beneficial to share how partners feel about actions and
behaviors. We will assume no partner intentionally wants to harm the other partner. If they are doing so,
they might not realize it and just need to be made aware that their actions are causing an unpleasant
emotional reaction.

Unfortunately, communication will not stem every partnership pain point, but we strongly endorse it as
the best preventative medicine. Failure to communicate can catalyze partners to emotionally withdraw and
retreat to their corners. That is not healthy for anybody or for the business.

04 Work with a coach

Sometimes, it is easier to communicate and work on partnership dynamics with a coach or facilitator. These
professionals, who are akin to executive therapists, are experts at working through issues and helping
partners stay on the right course to maintain a robust and thriving relationship. Coaches should be neutral
parties with no superior loyalty to either partner. That way, they can be objective and can offer forthright
feedback from a third-party perspective. Additionally, they can deescalate emotions and flare-ups. CEOs
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can have independent individual coaches or share a common one for their group counseling; that is up to
the co-CEOs.

While there is no right cadence for working with a coach, we suspect a monthly or quarterly rhythm is the
right tempo. If there is a need for an off-cycle session, that can be arranged, too. These coaching sessions
should not just be about current issues; time should also be allocated to partnership development and
growth. Exploring how the partnership is evolving or needs to change with the company’s needs is vital.
Coaches can provide tips and techniques to manage the relationship. They can also help each partner
understand their own strengths and weaknesses as well as the other partner’s. If this all sounds new age, it
is. Partner coaching was not a prevalent concept a few decades ago, to the detriment of that era’s CEOs.
Coaches are typically normalized now with no stigma at all. This is a constructive investment in the health
of the partnership and the business.

05 Check the egos

Search fund entrepreneurs have prestigious backgrounds with Ivy League degrees and pedigreed
professional roles. We sometimes joke: What do you call an ETA entrepreneur who was valedictorian at
West Point, served as a Green Beret, represented the U.S. in the summer and winter Olympics and earned
a silver medal, speaks five languages, has an MBA from Stanford, and was the highest-ranked associate at
J.P. Morgan’s investment banking division? The answer in ETA land: average. We acknowledge that many
ETA aspirants are sincerely exceptional people who have achieved unparalleled excellence at multiple stages
of their lives and in numerous spheres. That is why investors are eager and enthusiastic about backing them.

Despite their gold-plated resumes, ETA CEOs must check their egos - especially with their chosen partners.
This can be challenging when coming from a gilded existence, but flaunting an ego in a partnership will
not help the relationship. Ego flaunting can also be exacerbated if the company gets traction and one partner
drives a bit more of the success. Embracing humility is always wise, but it is especially true in an ETA
partnership. An unchecked ego can be irritating and grating and a quick way to undermine an otherwise
productive relationship.

Additionally, life is funny. What is up one day can suddenly go down, and the on-fire partner can quickly
transform from hero to goat (the animal, not the acronym). It is better to be modest instead of hubristic.

06 Respect each other’s tics and quirks

We all have tics and quirks that are peculiar and potentially annoying (ask our spouses; they can share our
laundry lists). These can be overuse of certain words, repeated behavior patterns, go-to answers for every
problem, and other vexing behaviors. In a partnership relationship, these oddities can jump out as
maddening and exasperating - even if they have nothing to do with the company’s growth and
performance. It is taxing to ameliorate these frustrating behaviors and habits (our spouses have tried and
been unsuccessful), so partners should try ignoring and accepting instead of carping, correcting, or stewing.
Whatever is irksome in one partner is counterbalanced by equally trying quirks in the other partner.
Partners should not let style swamp substance. They should keep working toward the North Star, and
instead of focusing and working on their partner’s oddities, work on their own, which they might be able
to control and change.
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Entrepreneurs must remember to focus on the big picture and keep everyone’s eyes on the prize. This is
done, in part, by avoiding being distracted by a partner’s foibles if they do not affect the potential outcomes.

Conclusion

A partnership in an ETA project can be an amazing element of the mission. Partners can bring solace,
complementary skills, and companionship and can make the flight less isolating. However, a partnership is
absolutely not for everybody. There are as many drawbacks to a partnership as there are convincing reasons
to participate in one. A partnership might be an expensive equity decision and require a bigger deal to
mitigate this issue; it can make having a single decisive leader harder and test what was previously a warm
friendship. If someone wants a partner, they should date early and frequently to find the best match. This
can be achieved through lots of soul-searching conversations. Although an ETA partner can be a friend,
that is not compulsory, and aspiring entrepreneurs should not constrain their partner opportunities to their
existing entourage. For a partnership to thrive, the partners had better prepare to do lots of prophylactic
work. Communication, coaches, respecting each other’s realm within the business, and ignoring each
other’s unchangeable tics and quirks will help the relationship flourish and snowball positively.

We are confident you have the skills and temperament to discover whether a partner is for you - or not.
Whether you partner or travel independently, we wish you a fun and fulfilling quest. Furthermore, if you
choose to partner, we know you will be a terrific one. We hope your roadway is brimming with fulfillment,
intellectual challenge, personal growth, and unimaginable riches. May luck be in your favor!
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Exhibit 1: Historical partnership percentages in ETA

2006- 2008-
2007 2009
Number of Principals
Single 68% 41% 42% 75% 36% 62% 59% 72% 55% 80% 59% 81%
Partners 32% 59% 58% 25% 64% 38% 41% 28% 45% 20% 41% 19%

Source: Kelly, Peter, and Heston, Sara. 2024 Search Fund Study Selected Observations. Stanford University Graduate School of
Business. Case E-870. June 28, 2024.
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Exhibit 2: Mini profiles

‘What was the original
motivation to be a solo or

parmered searcher?

I am a solo search CEQ and have no regrets

Dan Freeman
MD Clarity
MD Clarity

I am a solo search CEO and sometimes I wish I had a partner

Scott S(-:;I;enson
CITTA
CITTA Brokerage Co.

The main reason I chose not to have a formal partner when launching was that I didn’t have
the right partner identified. We'd have had to be aligned on geography, type of business,
roles that make sense for both of us - there’s an awful lot that must go right for all of that to
align and stay that way; finding the right company is hard enough as it is. I didn’t want to
jump into a formal partnership where I didn’t have 100% conviction or have a long enough
runway knowing the partner. I talked some with a longtime friend who had complementary
experience, and I knew him well, so I would have been comfortable with him as a partner,
but it wasn’t the right time for him and his family, so we didn’t move forward.

I always enjoyed the idea of having a business partner. In theory, T thought I could find
someone, but in reality, it was a lot more challenging. When I launched, 8 years removed
from my MBA, friends that I would have wanted to partner with were entrenched in their
own careers. Some that I talked to had too much overlap with me - that was a turnoff. Some
advice I heard from an investor I respect was to find a business big enough that you can bring
in a better-suited partner later on, when you have more info on the business and what you
need in a partner. I was also a little concerned about dilution of roles with co-CEOs vs.
CEO/OOO0, CEQ/CFQ, and so on.

‘What are the positive aspects of
the path you chose?

As a solo searcher/CEO, I had a lot more flexibility on the search and company selection, and
I got to be the main focal point for discussions with the founder. If I had had a co-CEQ, we
might have been too top-heavy for our chosen company. Additionally, while operating, T've
been free to hire the best people I can find for each leadership role instead of allocating some
functions to a co-CEO who may or may not have been the best qualified to lead that function.
Additionally, I've been able to build other partnerships - with investors, with MD Clarity’s
founder, and with a key hire who joined in the search phase as a de facto junior partner - that
bring many of the same strengths and advantages a formal search partner would have.

Key for me during the search was flexibility. I didn’t need to convince someone else. I could
optimize on the industries and geographies I wanted. It also expanded the size of the pie,
allowing me a broader range of companies to look at, given they could be smaller to support a
CEQ. As a CEO, when ‘the buck stops with me,” I view that as an opportunity and find it very
personally rewarding. T wanted to lead a team and bet on myself. I take pride in proving I can
do this (with help from all the stakeholders that have helped, like investors). With a partner,
it might have been too easy to rely on the partner and ‘be along for the ride.”

‘What are the negative
dimensions of the route you
took?

Having two sets of skills, experience, and personalities might be helpful in a search - for
instance, company founders’ personalites will vary, so one partner might click with a founder
with whom the other partmer doesn’t. I haven’t felt constrained, though, in large part becanse
of how I designed my search. Our investors are very partnership oriented, and I have a great
relationship with the board. Hiring 2 VP in the search who then transitioned into MD Clarity
was one of the best decisions I ever made and gave me a lot of leverage on my efforts. I've also
become really close with the founder, who is now leading Product.

During the search, the sheer loneliness was really tough. Even being married, there was only
so much I could bring home from work each day. This is my personality. I see the value in
having someone to pursue this with who motivates you and keeps you leaning forward. This
is unique to my situation, but after acquiring CITTA, a large portion of the sellers’ family
remained involved and continued to weigh the culture quite heavily. I was the new guy and
an outsider. Eventually I brought on a senior outside leader who became a great thought
partner and cultural ballast for the change I wanted to bring about.

Please comment on the degree of
conviction for your chosen
design.

I'm a team-oriented person, so I perform at my best when there’s 2 team for which 'm
performing,. I knew aligning with this characteristic would be vital for succeeding in this role.
As a result, I sought out and found a partnership dynamic in other ways - if I hadn’t, I
probably would have felt regret at not having a formal search partner.
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This spans both search and operating and speaks to the loneliness - man, it would have been
nice to have had a partner working through this with me. For the right person, I think the
tradeoffs would have been worthwhile, and it would have helped move things forward and
speed things up. Having a partner out of the gate probably would have given me confidence
to make chanees to the team sooner.



Yale scHOOL OF MANAGEMENT

‘What was the original
motivation to be a solo or

partmered searcher?

I am a partnered search CEO and have no regrets

Audrey Kohout
Luggage Forward

Luggage Forward®

I am a partnered searcher and sometimes I wish I didn’t have a partner

Lacey Calac Dunne
Emerald Grove
(search fund wound down)

My situation is unique in that I was solo during my search until mid-LOIL, when I brought in
Jessica as a partner through the close and to operate. Before launching the search, there
wasn’t a clear partner that I had worked with and had alignment with on focus, geographies,
and so forth. If T had known Jessica better during business school, we may have partnered
then. We both raised and ran our search funds separately, while working out of the same
coworking space. This was one of the better coincidences of my life. We went to lunches
together, discussed metrics, deals, and the support each needed. We kind of dated as partners
before we got married. We had runway to really get to know each other. A big part of
partnering for Luggage Forward was replacing the work of two exiting sellers. As I thought
about how to bring Jessica into the deal, I wanted her to be a partner, and she wanted to be
one. I wanted us to really be teammates. The way for us to do this was to take co-CEQ titles
and talk to investors as if this were a partnered acquisition.

I originally considered a different partner, but after extensive mutual evaluation, we decided
not to partner. It became apparent to me that I wasn’t solving for a path where I needed a
partner. However, in the final term of the school year, my professors, classmates, and other
advisors were pushing a consistent message of ’partnerships are valuable.” In parallel, my
future search partner approached me and made a compelling case for why we would be
compatible and strong. All of this made me second-guess my original conclusion and
reevaluate hypothetical benefits of why two are better than one: we can cover more ground,
talk to more people, and take advantage of our own unique experiences and networks in a
way that would make us stronger together than individually. In evaluating who became my
partner, I also recycled some of my reflections from evaluating the first potential partner,
thinking those would apply similarly to the second one. I remember being reminded by my
husband of my conviction to pursue a solo path, but in the end, I decided to partner for my
search.

‘What are the positive aspects of
the path you chose?

This is often a lonely, thankless, hard job. Having someone who is aligned and on the same
page, whom I can langh and work and growth with, is where I find a lot of joy in my job. We
make better decisions, faster, than either of us would be making alone. Some of the stuff we
would bring to the board we bring to each other instead.

We loved being together and had such a great connection. It was great emotional support,
and we had a lot of fun fundraising, brainstorming, and talking to experts and owners. We
were both getting good traction with sellers and enjoying it. She has experience in tech and
real estate, which she used to get us access to experts and industry insiders.

‘What are the negative
dimensions of the route you
took?

Challenges include running the business virtually, needing to spend time with one another,
and needing to spend time with the team. Logistics are complicated. It is hard to ensure we
are creating space and time for the bigger conversations along with the tactical day-to-day
and continuing to evolve and balance our friendship and professional relationship.

My partner and I are no longer friends since our partnership break-up. The experience was
emotionally difficult in every way: the realization that I needed out of the partnership, telling
her, her reaction, and the whole unwinding process.

Please comment on the degree of
conviction for your chosen
design.

Luggage Forward is better from Jessica and me being partners. My work is better because of
it. I can do things like put more of my time to my strengths in the business - which is good
for the company and good for me. It is also good for having a life outside - Jessica and me
being able to load balance across each other enables us to do things like take vacations and be
offline, which I don't think I'd feel comfortable doing if I didn't have a partner, specifically if

I didn’t have Jessica as a partner.
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We spent a lot of time on crafting a partnership agreement, thinking through scenarios and
how we would solve hypothetical issues. I wish I had approached the partnership decision
like T would a hiring decision: define the attributes needed to be successful in your role and
what attributes the person you're hiring needs for their role. We didn’t do that. We should
have used an attribute scorecard to interview each other, done thorough professional
reference checks (including at least one group project partner from business school!), and
read each other’s MBA admission essays. Merely thinking about shared interests and values
isn’t enough. It is easy to overlook yellow and red flags when you are in the idyllic life of an
MBA, when you both have noble goals and aspirations.
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Exhibit 3: Survey results categories

All respondents
N=190!

@

ﬁ

Currently ETA CEO
leading company
N=69
(36% of all respondents)

Currently actively
searching
N=93 (48%)

Planning to search
for a business to buy
N=23 (12%)

Closed my search
without acquiring
N=5 (3%)
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gl
gl
gl
1

Partnered
N=56 (29% of all respondents)

Not partnered
N=13 (7%)

Partnered
N=50 (26%)

Not partnered
N=43 (23%)

Partnered
N=12 (6%)

Not partnered
N=11 (6%)

Partnered
N=3 (2%)

Not partnered
N=2 (1%)
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Exhibit 4: Additional resources
* Baker, Molly. “Questions Potential Business Partners Should Ask Themselves,” Wall Street
Journal, 3 May 2024.
* Burba, Jim, and Bob Hayes. Smart Partners. SelectBooks, Inc., 6 Sept. 2016.
* Eisner, Michael D, and Aaron R Cohen. Working Together. Harper Collins, 14 Sept. 2010.

*  Gage, David. The Partnership Charter: How to Start out Right with Your New Business Partnership
(or Fix the One You'’re In). New York, Basic Books, 2004.

* Howell, Travis, et al. “Why Cofounder Partnerships Fail — and How to Make Them Last,”
Harvard Business Review, 13 June 2024, hbr.org/2024/06/why-cofounder-partnerships-fail-
and-how-to-make-them-last. Accessed 24 July 2024.

*  Noam Wasserman. The Founder’s Dilemmas: Anticipating and Avoiding the Pitfalls That Can Sink
a Startup. Princeton University Press, 2012.

Websites and podcasts:
=  Founder Dating Ultimate Guide: Finding Your Perfect Co-Founder

=  How I Met My Co-Founder
=  The Co-Founder Confidante | Annie Garofalo

=  The Founder Dating Playbook — Here’s the Process I Used to Find My Co-Founder
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https://foundersnetwork.com/blog/founder-dating/
https://podcasts.apple.com/us/podcast/how-i-met-my-co-founder/id1723885564
https://confidante.substack.com/
https://review.firstround.com/the-founder-dating-playbook-heres-the-process-i-used-to-find-my-co-founder/
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This case has been developed for pedagogical purposes. The case is not intended to furnish primary data, serve as an
endorsement of the organization in question, or illustrate either effective or ineffective management techniques or strategies.
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Endnotes

! Lacey H. Wismer is a search fund investor and the founder of Hunter Search Capital.
2 Billy Bennett is an investment professional at Hunter Search Capital.

3 A.J. Wasserstein is the Eugene F. Williams, Jr., Senior Lecturer in the Practice of Management at the Yale School of
Management.

* Kelly, Peter, and Heston, Sara. 2024 Search Fund Study Selected Observations. Stanford University Graduate School
of Business. Case E-870. June 28, 2024.

5 Ibid.
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