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Wanted: chief executive officer of a clean technology company. Relevant industry expertise an advantage, large reserves of patience a necessity.

Running a clean technology company holds out the prospect of leading technological change in an industry, but also the possibility of product delays and a struggle to gain market acceptance. That may explain the rapid turnover of CEOs among clean technology companies, along with the limited pool of talent in a nascent industry, which heightens the chances of a mismatch between company and leader.

CEOs coming on board to replace founders and lead a company to commercialization, "tend to crash and burn in the middle of the second year, the third year is critical and it's less than a 50% chance the CEO would stay beyond five years," said Tom Cain, senior partner at clean-technology firm SAIL Venture Partners. 

Merrit Baker, president and chief operating officer of Kopos & Baker, which operates Pennsylvania recruitment firm 21st Century Staffing, estimates that a new clean-tech CEO will leave 25% to 30% of the time over a 24-month period. On the other hand, Martin LaGod, co-founder and managing director of clean-tech investment firm Firelake Capital Management LLC, said he hasn't observed much difference between the career longevities of clean-tech CEOs and those in other industries. No one appears to track actual figures. 

Dave Dorheim lasted a relatively long four years at fuel cell developer Neah Power, which he joined at the end of 2002. The company has yet to produce a working prototype of its product and in March 2006 completed a reverse merger with a shell company and started trading on the Pink Sheets. That's when Dorheim left to start his own consulting company, DWD Advisors, and a new CEO affiliated with the new investors took the helm of Neah.

"What people learn is that the development cycle is much longer and more challenging than expected. The technologies are complex. The barriers to market adoption are fairly large," said Dorheim. This applies especially to those clean-tech companies that are trying to change ingrained industries like petroleum and automotive, he said. 

Product development delays pressure investors' own projections, their funds' time frames and return expectations. "Frequently that leads to a turnover in the investor group," said Dorheim. And new investors typically bring in their own management teams. 

Even those companies that are considered examples of success have struggled for years to get to that point. Thin-film solar cell producer First Solar Inc., for example, went through several owners and its technology was being developed for more than a decade before reaching commercialization. 

A123 Systems Inc., maker of advanced lithium ion batteries for automotive and other applications, has also had a long run up to its current state of selling to the likes of General Motors Corp. It, however, managed to retain its chief executive, David Vieau, through bad and good times.

Having been brought into the company in 2002, soon after A123's founding, Vieau and his team realized that the initial product upon which the company staked its business plan wasn't working. "We began to lose our confidence in the ability to get to market in the short term. We had to switch to the second product that wasn't anywhere near the impact of the first," said Vieau. "It took us almost a year to get fully behind option two and about three years to get it out in the street," Vieau continued. "It was a difficult time."

Asked whether he had doubts about the company's prospects and his persisting with the venture, Vieau said, "Absolutely." He credits his investment team, consisting of venture and strategic backers, which didn't "overreact." "Things fall apart when the technical problems turn into interpersonal or a significant difference in opinion of what the direction should be," said Vieau. His management team and the company's investors managed to align themselves, but certainly that's not always the case. 

Not only do clean-tech companies often deal with new and unproven technology that tends to run into development problems, the companies are also often faced with customers in traditional, heavily regulated industries that aren't as eager for change. 

A123, for example, got its first break with a client Black & Decker Corp. Even so, it took the company two years to sign the contract and another two years to actually get its batteries into Black & Decker's power tools. But A123's other major client, GM, took even more effort. "Three years to contract and an additional three years to production," said Vieau, citing long production cycles for new automotive models that could incorporate the clean-tech company's innovations. "If you've got a brand new headlight, you'll work it into the vehicle in six years," he said. 

He suggested that it's important to identify easier first markets where one can commercialize while working on the larger industry applications. "We've been working on automotive companies over a longer time, but we were doing smaller things in the meantime," he said.

Start-ups often hire executives from the traditional industries they're targeting. That can provide for advantages, like connections, but it can also be very frustrating to the new CEO. "They really do underestimate what it is to be a little guy not being listened to by the people running a big industry, whether it's petroleum or utility. They're not used to being given lip service," said Cain, of SAIL Venture. 

This leads to a disparity between a company's abilities and the CEO's ambitions, as well as the executives' experience in a more traditional industry. "Folks in Detroit aren't start-up people," said Debi Gerstel, a recruiter with her firm Artemis Associates that targets the clean-tech industry. 

Even those that come from other clean-tech areas don't necessarily fit at another company, because clean-tech encompasses so many diverse applications, said Neil Dikeman, partner with merchant and investment banking firm Jane Capital Partners LLC. 

Recruiting for top-level management positions from other industries is relatively easy, investors and recruiters say, because such executives are usually motivated by more than money.

A123's Vieau, who came to the start-up after serving as an executive at Nasdaq-traded American Power Conversion, said, "If you just want to make money there're a lot of ways you could do it, but if you want to change the game" then clean-tech industry is the place. 

Jane Capital's Dikeman expects that as the clean technology business matures and gains acceptance and interest from the established industry players, executives in clean-tech will have an easier time. "That should sort itself out over the next few years as clean-tech gets up to speed," he said.
