HEIDRICK & STRUGGLES VENTURE CAPITAL PRACTICE
ARTICLE

The composition of US unicorn
100 executive teams: A first look

Ouir first study of key roles on the executive teams of US unicorns—start-ups valued at least

$1 billion at the end of 2022—finds a different mix of racial and ethnic diversity than at
Fortune 100 companies and a higher tendency to hire externally. As these companies continue
to grow, a focus on further bolstering the diversity of their teams and building their executive
development and succession planning muscle should help them stay ahead of their peers.
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Only three companies have met the criteria to be a unicorn for more
than 10 years; 81% reached the threshold in the past five years.

At fast-growing companies, executive teams evolve quickly. Comparing
the unicorn executive teams to those of Fortune 100 companies, there
are marked differences in how often the team contains a few key roles:’
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The differences highlight that as companies grow, even functions as crucial

as those shown here can get subsumed into larger roles; for example, chief
administrative officers who may have HR as part of their remit or chief customer
officers who can have marketing and revenue as part of their remit.

1 32 unicorns also have a chief product officer role, which none of the Fortune 100 executive teams include.
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Methodology

For this article, we mapped the

most common roles on US unicorn
executive teams: CEO; CFO; COQO;
CHRO; chief marketing officer; chief
data, information, or technology
officer; chief revenue officer; and chief
legal or compliance officer. There are a
total of 636 executives in these roles.

Gender diversity on the unicorn teams is identical to that on Fortune 100 teams;
racial and ethnic diversity is higher, at 26% compared with 20%. A key reason for this
is that 16% of the unicorn executives included in this study—most often CEOs and
chief information, digital, or technology officers—are founders. And 35% of those
100 founders are non-white individuals, most often Asian or Asian American.

That drives the markedly high share of executives at unicorns who are Asian or Asian
American compared with Fortune 100 executive teams—19%, compared with 7%.

Racial and ethnic diversity (%)

white

Asian or Asian American 19
Black

Hispanic or Latino |1

Other .

(Arab or Middle Eastern, Native American or Native Alaskan, Native Hawaiian or Pacific Islander)

However, new appointments to unicorn leadership teams in the first half of 2023
showed a dip in both gender and racial and ethnic diversity.

On gender diversity, the share of new Regarding racial and ethnic diversity,
appointments going to women fell from  the share fell from 29% to 21%
34% in 2022 to just 21% so far this year. non-white individuals.

2022 2022
2023 2023

34% 21% 29% 219%

That said, in all the work we do tracking diversity among appointments to boards
and executive teams,? we typically see annual variation in these percentages, so this
is not—yet—a meaningful trend.

As is the case at companies of most sizes, people holding the CHRO role at unicorns
are the most diverse in terms of gender, race or ethnicity, or both: 81% of those
people are diverse in some way; chief revenue officers are least often diverse, at 22%.

Ninety-four percent of unicorn leadership teams, compared with 98% of Fortune 100
leadership teams, have at least one executive adding diversity to their leadership

team. Fifty-three percent of executives on unicorn leadership teams in the consumer
industry are diverse, compared with one-third of those at financial services unicorns.

2 "Board Monitor 2023: Around the globe,” Heidrick & Struggles, heidrick.com.
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Unicorns, as younger companies, have had less time to develop leadership
pipelines than more established organizations. This shows in the fact that 59%
of their executive teams were hired externally. For comparison, the share
of external CEOs hired at the world's largest public companies last year was
36%, and we see similar figures in other roles we track at those companies.
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In addition, 42% of executives hired externally at unicorns are first timers in their
role, suggesting that many unicorns are willing to offer stretch opportunities.

CFOs are most often hired externally. In roles other than CEO—where most are
founders—the least frequent external hire is chief information, digital, or technology
officer, at 54%. Indeed, technology leaders and COOs are the other two roles where
there is a notable share of founders.

Chief operating officers and chief information officers: Type of appointment (%)
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These differences reflect a common corporate growth path in that the CFO is a
role for which fast-growing companies often find they need more expertise
than the founder group can provide—and more quickly than in other roles.’
Unicorns are also quite open to cross-sector expertise—55% of external hires
come from a different industry—underscoring the need for expertise in these
key functions regardless of industry-specific expertise. Conversely, chief revenue
officers most often have experience in the same industry as their company.

3 Formore, see Henry Bartlett and Lisa Gordon, “Biotech focus: Finding CFOs for booming companies,” Heidrick & Struggles, heidrick.com.
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Three considerations for unicorn boards

Large companies are struggling to get executive
development and succession planning right, other
research we have conducted shows. Unicorns that
start to prioritize these processes now can give
themselves an edge in the competition for talent.

Nonetheless, unicorns’ willingness to cast their net widely for the expertise
they need—in terms of seeking expertise from outside their industry and
taking a perceived risk on first-time leaders—gives them the expertise they
need to support growth now, and is something they would be wise to retain as
they grow to ensure they have a better chance at finding expertise they can't
develop internally. Unicorns can also benefit from adding independent board
members who can act as mentors to founder CEOs as their companies grow.

As unicorns continue to grow, many will bring on non-
founder CEOs. For many, this will cause a disproportionate
reduction of the racial and ethnic diversity of their leadership
teams. Unicorns will be wise to focus on bolstering the
diversity of the whole team, in terms of both the quantity and
types of diversity. Focusing on inclusion as well as diverse
representation as they grow can help them maintain that
leadership, and perhaps improve on gender diversity as well.
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a deep understanding of private equity markets with world-
class expertise across all major industries and functions to
provide a broad range of value-adding services.

With more than 80 consultants in 50 offices around the world, our
expertise shadows the private equity life cycle from pre-deal due-
diligence support to pre- and post-acquisition executive search, leadership
assessment, proactive introductions, and the construction of advisory
boards for both private equity firms and their portfolio companies.

We pride ourselves on our work with private equity—backed portfolio companies
to secure the leadership needed to deliver on tomorrow'’s strategies. Our
consulting services enable us to develop long-term strategic partnerships

that build winning leadership teams and create substantial value.

In addition, we are the leader in finding top private equity management
talent by recruiting investment professionals, operating partners, and
other essential senior managers who support financial growth.
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Heidrick & Struggles’ Venture Capital Practice is focused on
aligning dynamic talent with companies poised for growth.

Emerging companies with hyper-growth ambitions require different leadership
skills as they evolve through early stages to liquidity events and beyond.

The challenge is matching the right talent with the right stage venture—and
finding the ideal balance between experience, capabilities, and culture.

We identify, assess, and recruit the future leaders of disruptive companies in
the midst of growth and expansion. Our deep technical and market knowledge,
combined with a fast-paced sense of urgency and flexibility, provides a true
advantage for clients searching for a dynamic CEO, C-suite, and board talent.
Leveraging our team’s own experience working within venture-backed firms
around the globe, as well as our deep leadership assessment capabilities,

we forge longstanding relationships with investors, executives, and boards

to help scale world-class companies in high-growth and disruptive sectors.
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