
Hiring Dilemmas 

The hiring dilemmas that entrepreneurs face at each stage of their startup can be can be a difficult 

problem to solve because founders are continually learning the routines and competencies of what they 

need.  The ineffective management of human capital and the inability of a startup to attract and 

maintain qualified personnel, all contribute to the failure of new startups every year (Tansky, 2006).  

There are many different paths an entrepreneur can take to confront and tackle the enormous and vital 

decisions of hiring the right people at the right time.  Understanding what you need and when you need 

it in regards to human capital should be thought out in short, medium, and long-range timeframes.  For 

example, during the initial stages of your startup you might need a generalist team member to help and 

assist the startup wherever it is needed.  However, when the startup is at a more mature stage, the 

need for a more specialist team member should be sought out to maximize efficiency and confront 

specific areas of your startup.  Another approach is to seek out outside help.  The answer to a founder’s 

team needs might be to seek a contract or temporary help.  Some researchers have shown that staffing 

needs of small and medium startups could be served by alternate means (Tansky, 2006).  These methods 

include using professional employer organizations or contingent labor or outsourcing staffing.  

Planning for success and preparing the business for the future can be tied to the founder’s hiring 

dilemma (Wasserman, 2012).  The process of staffing your team with the right mix, developing your 

team, and compensating is all part of the hiring dilemma or challenge that founders face.  The hiring 

dilemma can be referred to as the “Three Rs”.  The Three Rs are the framework of relationships (whom 

to hire), roles (what positions to create or upgrade, when to do so, and what types of people to hire 

them), and rewards (the compensation and equity used to attract and retain hires) (Wasserman, 2012).  

Most founders initial hires are within their social capital, across all C-level and VP-level hires, founder-

CEOs are the source of 49 percent of all hires (Wasserman, 2012).  Founders are more inclined to hire 

within their social capital because of the immediate connection and instant communication bond that 

exists.  However, the issue with this is when there is a scenario where the founder has to relieve their 

friend of their position based on performance, will the founder be able to do it?  As the startup goes 

through multiple phases of financing and as the startup grows the founder’s influence on hires 

decreases.  Before startups raise any outside financing, their founder-CEO’s are the source of two-thirds 

of their C-level and VP-level executive hires.  However, as the startup matures, this percentage drops 

(Wasserman, 2012). 

As startup grow, the demand for additional team members grow, but the need to reevaluate team 

members roles should be done before adding new positions.  Adding or creating additional roles where 

it is unnecessary can costly financially and cost your to become inefficient.   Knowing the resources that 

you need to be successful throughout all stages of your company's growth include knowing how many 

personnel you need.  Most startups operate under conditions of flux and uncertainty.  However, 

executive team members go through two major changes as the startup grows.  The first is a steady 

growth in the size of the team, from an average of about 3.5 executives to almost six by the time the 

startup raises its fifth round of financing.  The second is the transition from top-heavy teams dominated 



by C-level executives to teams in which the VP-level executives outnumber the C-level executives after 

the fifth round of financing (Wasserman, 2012). 

The compensation and equity used to hire and retain your employees is as vital a step as any other 

decision that entrepreneurs have to make.  Everyone wants to hire the most skillful and experienced 

personnel, however, the ability to compensate these individuals might be out of reach for most startups.  

One way to offset the lack of funding to compensate skillful assets is to offer more equity in the startup.  

Since equity options require no cash payout, startups with cash constraints should use this form of 

compensation as a substitute for cash pay.  The benefits of hiring experienced personnel are refined 

skills, greater contacts, and more prestige in their accomplishments.  In addition, hiring leverage is also a 

benefit because the founder can delegate and trust that the job will be done in an exceptional way.  

Experienced hires tend to lower the probability of having to upgrade the team in the long run 

(Wasserman, 2012). 
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