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One of the many great aspects of being search fund educators is that we get to study, write, and
share the stories of young, first-time entrepreneurs building businesses and architecting their
lives. It is wonderful fun to learn how these intrepid entrepreneurs have purchased companies
and shaped those firms into better and larger organizations over time. Additionally, we love
discovering how they have concurrently nurtured their personal lives while being active
entrepreneurs. We believe that the most desirable entrepreneurial outcomes are compatible with
the most fulfilling lives. After all, we hope our students will be complete people with rich and
dynamic professional and personal selves.

Having been search fund entrepreneurs and having invested in search fund entrepreneurs for
several decades, we often find ourselves discussing which types of entrepreneurs have highly
desirable outcomes and especially rewarding lives. Many academics and media types measure
entrepreneurial success by objective quantitative criteria alone. We understand this because data
is a desirable currency in educational institutions, and stack ranking businesses by some number
makes for splashy lists that are easy to market for media outlets. In those lists, entrepreneurial
achievement is often evaluated through rubrics that might include most revenue, fastest revenue
growth rate, highest internal rate of return (IRR), and greatest multiple of invested capital
(MOIC). While these superlative metrics are certainly valid measures of search fund
entrepreneurial success, we do not believe they tell the entire story of an entrepreneur’s odyssey.
We acknowledge that some investors may only care about things like IRR and MOIC, but
entrepreneurs, the protagonists of our stories, are concerned about more than sheer investment
indicators. They care about their complete lives.

We believe the search fund entrepreneurs who should be most celebrated and revered have deeper
layers than exclusively financial ones. These entrepreneurs might not run the biggest or most
profitable firms. Their IRRs and MOICs might not be at the top of the heap. But we believe these
people are the best of the best, the most elite performers in the search fund ecosystem using a
holistic evaluation scorecard. They have proven themselves to be excellent leaders and financial
stewards for at least one decade, building a company that is an industry leader with a sterling
reputation for customer service, operations, and team member (employee) relations. More
importantly, these entrepreneurs have distinguished themselves by not being unidimensional
and focusing exclusively on monetary success. They have excelled in business and their personal
lives concurrently. We want our students to thrive as leaders in business and society, but we also
want them to have healthy and fulfilling marriages, allocate time to actively be part of their
children’s lives, and find a way to keep it all together mentally and physically. We explore this
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notion of balance in our case note On the Nature of Work-Life Integration as a Search Fund CEO. We
consider entrepreneurs who manage to shine in all these areas to be 10x10+ entrepreneurs - a framework
we will soon explain.

The purpose of this note

This case note has several directional purposes. First, we are using the note to help us organize our thoughts
and ideas about whom we want to venerate as entrepreneurs and whom we authentically want our students
to become after completing their graduate studies. Second, we want to introduce and begin to socialize the
notion of a 10x10+ entrepreneur in general and present it as a way for search fund CEOs to build a
company, career, and personal life. Third, we view this note as the foundation and introduction to a series
of profiles in entrepreneurial excellence that can serve as a potential road map and inspiration to future
search funders. We think of this as the idea in action, and we all tend to be more excited about a pathway
we can see and model. Finally, we hope this note helps us ferret out existing 10x10+ entrepreneurs who
would enjoy sharing their stories with our students and readers.

The 10x10+ framework

When thinking about these superstar entrepreneurs, we started with simple questions: Whom would we
want our students to be? Whom were we trying to be when we were operating entrepreneurs? What kind of
entrepreneurs should our academic institutions really want to celebrate? While there is a place for the biggest and
most profitable genres of entrepreneurship that already dominate the popular business press, we are not
sure those are ultimately the most worth achieving - or the most satisfying. Attaining the highest IRR while
experiencing multiple divorces is not on our menu of desirable outcomes. Nor is a super profitable and fast-
growing company with slipshod operations, a lackadaisical approach to customer service, and a toxic
culture. Furthermore, we would never wish our students to be high-achieving CEOs but fail as spouses,
parents, or friends. We are aspirational and greedy - we want it all for our students, the entire mosaic of
professional and personal success. That is our idea of a 10x 10+ entrepreneur.

10 years in leadership

We set the time horizon for our superhero entrepreneurs at a decade or more. CEOs who captain a business
for a decade are not temporary CEOs who ran a company for a brief stint. Instead, they are craftspeople
who are committed to and enjoy leading and serving an organization. They see themselves as CEOs and
leaders who thrive while growing and designing an organization built for the long term, not for a quick flip.
Additionally, CEOs who have run a growing business for a decade or more have shepherded the business
through at least a few stages of organizational development from small to medium, medium to large, or
from large to fully institutionalized and professionalized. This arduous and skillful CEO task involves
scaling an organization by changing systems, processes, technology, people, and possibly strategy.

10x multiple of equity value (MOEV)

Amazing companies make money because customers value their services and are willing to pay prices that
allow for targeted profitability levels. Furthermore, fantastic firms embrace operational excellence built on
professionalized systems and processes that drive profits. These companies generate profits not only for the
benefit of the shareholders in the form of dividends but also to reinvest in the business to better serve
customers, create team member opportunities, and produce more equity value for all stakeholders.
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Shareholders deserve these excellent market returns for providing equity capital to a small, quirky business.
Additionally, CEOs of these businesses have earned and warrant large pecuniary rewards for their
triumphant leadership and efforts.

Financially, we set the bar for our entrepreneur group at generating at least a 10x MOEV (gross equity
growth as compared to MOIC, which is net equity growth to investors after any management dilution)
before the end of their tenth year as CEO. This implies a 25% IRR over a 10-year period. While there are
often entrepreneurs who generate higher IRRs, these are usually produced over shorter periods of time. We
admire CEOs who are not only top players but also persistent in achieving exceptional performance over
long time horizons. We think that a decade is the beginning of long term, and a 10x MOEYV is a heroic
achievement. When evaluating MOEYV results, we disregard individual shareholder performance since
shareholders can come and go with various recapitalizations and liquidity opportunities. Additionally, we
are entrepreneur centric in our framework. So, to calculate a 10x MOEV, we look at the business’s equity
value when the CEO initially acquired the company and compare that to the equity value of the business a
decade later. This is done without taking into account who the actual equity holders are. For example, if a
search fund entrepreneur acquires a business with $5 million of equity value at the point of purchase and a
decade later the same CEO is running the same business with an equity value of at least $50 million -
regardless of who the shareholders are at any point - we think of this as a 10x MOEV. We are not evaluating
shareholder holding period returns; we are assessing company holding period returns during a single
CEO’s tenure.

When we couple at least a decade of leadership with at least a 10x MOEV, we get a 10x 10 entrepreneur.
These are very rare birds. According to the 2022 Stanford Graduate School of Business Search Fund Study,
only 7.5%" of all search fund CEOs generate a 10x MOIC return.” Additionally, only 7.4%° of search funds
have a holding period greater than 10 years.* This is indeed a stellar subset of search fund entrepreneurs.
We are attracted to these long-term CEOs because they exceed typical median search fund holding periods
(since 2010) of 5.7 years and have sustained exceptional financial performance.® CEOs with these MOEV's
over a decade are not a flash in the pan, like some short-term high performers. Instead, they are seasoned
and proven for an extended duration.

+ Plus qualitative professional and personal success

We expand the concept of the 10x 10 entrepreneur by including the additional screens of customer service,
operational excellence, and best-in-class human capital practices at the business level. Furthermore, we seek
the presence of mental and physical health and the robust personal roles of being a positive spouse, parent,
friend, and community member. This all culminates in a 10x 10+ entrepreneur, with the + representing all
of the qualitative dimensions that round out the time and economic performance elements. These +
elements are what make the business special and the CEO multidimensional and a success as an individual.
We illustrate the 10x10+ point of intersection in the Venn diagram in Figure 1 and in the more detailed
look at the qualitative dimensions in Figure 2 below. These are the CEOs we have always aspired to be, and
we hope our students mimic them.

" Seventeen of 225 search-acquired companies detailed in Exhibit 7 of the 2022 Stanford Graduate School of Business
Search Fund Study.

" We cite MOIC statistics because it is relevant directionally and there is no available data on MOEV.

* Twenty of the 270 companies that made acquisitions held for 10 years or longer.
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Figure 1: A Venn diagram illustrating the point of intersection for 10x10+ entrepreneurs
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Figure 2: The 10x 10+ framework in detail illuminating the qualitative dimensions
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Next steps

Our next step is identifying 10x 10+ entrepreneurs in the search fund ecosystem to profile. We have some
suspects in mind, but if there are more candidates that we should know about, please share their names
with us. We aim to write a series of biographical profiles on these exclusive CEOs and create a Mount
Rushmore of search fund entrepreneurs using the criteria established above. These proposed sketches will
examine our 10x 10+ entrepreneurs in more detail and explore how they constructed successful enterprises
while building equally successful personal stories.

Our chronicles will explore why our luminary CEOs chose to become entrepreneurs - and search fund
entrepreneurs specifically. We will investigate why they purchased the business they did and what attracted
them to that asset and industry. We will examine how they built an enduringly successful firm - what
strategies worked and did not work, and what drove growth and value creation. We will tease out the high
and inevitable low points - no journey is perfectly smooth, even for the most successful. We will unpack
the operational excellence, customer service, and people programs that made the company unique and
special. Additionally, we will dive into how these high performing leaders managed to maintain physical
and mental health and excel as spouses, parents, friends, and community members.

We acknowledge that our list of CEOs is neither comprehensive nor entirely accurate. Since we are
establishing minimum thresholds (ten years as a CEO and no less than 10x MOEV with attendant
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qualitative parameters), there is no top-down ranking. Instead, our subset of CEOs is an illustrative sample
of what we perceive to be the very best in a holistic fashion. Although we will fish for trends and
commonalities between our protagonists, we are not sure that we want this project to end with a seven-step
framework for becoming a 10x10+ entrepreneur. What we really want is to paint biographies for our
students and aspiring entrepreneurs that can be inspirational and a potential guidepost to building a career
and a life. We believe these 10x 10+ folks are the backbone and heroes of our economy. They might not be
the celebrity CEOs that some media deify, but they are the companies creating jobs; treating team members
with dignity, respect, and appreciation; and distinguishing themselves in niche industries. They are leaders
in their communities, creating terrific businesses and doing it while constructing satisfying and fulfilling
personal lives. These 10x 10+ CEOs are exactly whom we want our students to be.

Conclusion

We hope the notion of being a 10x 10+ entrepreneur takes root in the search fund ecosystem. We think it
is a wonderful way to build a business and a life. We encourage our students and aspiring entrepreneurs to
embrace this framework and model themselves after the protagonists we will profile. Nurturing a company
for a decade can be tremendously satisfying and emotionally, intellectually, and financially rewarding.
Furthermore, we encourage our students not to limit their aspirations to exclusively financial objectives.
We want them to construct companies that embrace operational excellence, superior customer service, and
progressive human capital practices. Finally, we hope our students are mentally and physically healthy and
distinguish themselves as spouses, parents, friends, and community members.

We know we are setting an exceptionally high bar, but we truly want the best for you. We wish you great
success on your search fund journey, and we want nothing more than for you to be a happy, satisfied, and
fulfilled 10x 10+ entrepreneur.

Good luck!
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Exhibit 1: Questions we will explore with our 10x 10+ entrepreneurs

Biographical

Where did you grow up?
Whom did you grow up with?
What did you excel at as a child or teen? What was a struggle?

Did you attend college? If so, where did you go, and how did you decide to attend? What was
your undergrad experience like? Formative or forgettable?

What jobs and professional experiences did you pursue after college? Why did you pursue these
avenues?

What did you learn in those early jobs, and how did they shape you professionally?

Did you attend graduate school? If so, where did you go, what did you study, and how did you
decide to attend?

How did you prioritize professional ambitions as a young person? What decisions did you make
to pursue or achieve those goals?

Business

When did entrepreneurship become your goal?

Did someone influence your entrepreneurial path? (If so, who, when, and how?)

Is entrepreneurship, or being an executive, who you are or what you do?

What does the business do? (Has that changed over time? If so, when, why, and how?)
What is the financial model of the business? (Revenue, EBITDA, ROIC?)

What are the economics of the industry that the financial model harnesses?

What is the business’s strategy? (Has that changed over time? If so, when, why, and how?)

What do you think its competitive advantage is? (Has that changed over time? If so, when, why,
and how?)

How do you approach operations? Why?
How do you approach customer service? Why?

How do you approach people management, including hiring, firing, promoting, and coaching?
Why?

How do you approach growth and expansion? Why?

How do you approach product or service innovation? Why?

How would you describe the culture at your firm, and how did you build it?
What setbacks and failures have you experienced as a CEO?

What are the key one or two things that have driven your success and value creation?
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Is there anything you wish you did not do as a CEO?

What has been the hardest part of being a CEO for you?

What has been the best part of being a CEO (most fun, satisfying, and fulfilling)?
What advice would you give a young CEO today?

Why have you stayed in the CEO role for so long?

What do you spend the most time on?

How important is money in your role as a CEO?

How would you describe your leadership style?

Intrapersonal Philosophy

How do you manage your physical and mental health as an entrepreneur and executive? (Have
you always done so? If so, why? If not, when and why did that change? Is this philosophy
something you evangelize?)

How have you built non-professional roles like spouse, parent, friend, and community member in
your life?

How did you meet your spouse?

How has that relationship influenced you?

What intentional steps do you take to maintain or strengthen that relationship?
How has being a parent influenced you?

How do you think you have influenced your children?

Do you have it all, meaning professional and personal success? (How or how not?)
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Exhibit 2: Additional resources
* Burlingham, Bo. Small Giants: Companies That Choose to Be Great instead of Big. Penguin
Publishing Group, 2016.

* Collins, James C. Beyond Entrepreneurship 2.0: Turning Your Business into an Enduring
Great Company. London, Random House Business, 2020.

*  Collins, Jim. Built to Last: Successful Habits of Visionary Companies. Arrow Books Ltd,
2005.

*  Mackey, John, and Raj Sisodia. Conscious Capitalism: Liberating the Heroic Spirit of
Business. Boston, Mass., Harvard Business Review Press, 2014.

*  Peter Ferdinand Drucker. Managing Oneself: And What Makes an Effective Executive.
Boston, Massachusetts, Harvard Business Review Press. Copyright, 2017.

8 PROFILES IN ENTREPRENEURIAL EXCELLENCE — A HOLISTIC APPROACH



Yale scHOOL OF MANAGEMENT

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.

Copyright 2023 © Yale University. All rights reserved. To order copies of this material or to receive permission to reprint part or
all of this document, please contact the Yale SOM Case Study Research Team: email case.access@yale.edu.

Endnotes

! Elaine Kelch is a case writer and a 2023 MBA candidate at the Yale School of Management.

2 Blake Winchell is an adjunct professor at IE Business School in Madrid, Spain, and a private investor in search

funds.

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

* Kelly, Peter, and Heston, Sara. 2022 Search Fund Study Selected Observations. Stanford University Graduate School
of Business. Case E-807.

® Kelly, Peter, and Heston, Sara.
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