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Box:
THE EVOLUTION OF MANAGEMENT PRACTICES IN A
START-UP

INTRODUCTION

In December 2014, the market was awaiting the highly anticipated $150 million IPO of Box, an
online file sharing and cloud content collaboration service that had 32 million users across more
than 275,000 businesses. The company filed for an IPO in March 2014, but had postponed it,
citing a major market correction in the weeks following the filing. Andrew Smith, director of
Global Sales Strategy, took this moment to reflect on the company’s growth since he joined in
2008, when Box had fewer than 20 employees. Aaron Levie and Dylan Smith founded the
company in 2005 while still in college, and almost 10 years later Box was valued at $2.4 billion,
and had over 1,000 employees at five major locations: Los Altos, California (its Silicon Valley
headquarters); San Francisco; Austin; London; and Tokyo. As the company grew and expanded,
it was evolving its approaches to and processes for hiring, compensation, promotions, and
performance evaluations. Andrew Smith knew Box’s people strategy and organizational talent
design needed to match the company’s overall objectives and the skill sets of the employees it
wanted to hire and retain.

Box had attracted over $560 million in investment and was one of the fastest-growing enterprise
software companies in the world. To continue that trajectory, one of Andrew Smith’s main go-
to-market business challenges was to accelerate existing growth engines, and he was constantly
looking for new products and markets. It was critical that the company not slow down, both
from a business perspective and a people perspective. To attract and retain top-quality people
who were what Andrew Smith called “entrepreneurial and builders,” Box needed to be able to
offer them new opportunities to have an impact on the company and keep them engaged.
However, he noted that market competition was increasing, and as Box disrupted larger
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established markets, the team had to continually evaluate the market and iterate the strategy to
sustain the fast pace of growth. Box would have to figure out how these things might impact
employee engagement and how People strategies might help with that.

Andrew Smith said Box had benefited from a network effect in hiring, when current employees
told friends that Box was on “a rocket ship,” allowing employees to gain responsibility, obtain
promotions quickly and receive increased compensation packages with potentially valuable
equity. At the same time, Box was bringing in more senior people, who were expecting a more
traditional package—including benefits, 401K plans, etc. The hiring and retention landscape
might also change post-IPO, so the company needed to have the right people strategy in place in
preparation for that.

Box: A BRIEF HISTORY

Aaron Levie was a student at the University of Southern California in 2004 when he began
developing a cloud storage technology optimized for file sharing and collaboration. Wanting to
build a company around the technology, Levie brought in his high school friend, Dylan Smith, to
work on the business side. Together they founded Box.net, and it went online in 2005. The
web-based service was easy to use and Box quickly gained customers. Within a year they had
both left school to focus on Box. (Smith had been studying at Duke, where he eventually
returned to graduate). With a cash infusion of $350,000 from a high-profile angel investor, the
company began to take off. Levie and Smith moved to Silicon Valley, and in July 2006 they
raised their first institutional funding of $1.5 million from a VC firm.!

Box used a web-based distribution model, Software as a Service (SaaS), so customers could pay
a subscription fee based on use, rather than making a large up-front payment. But Levie and
Smith wanted to rapidly scale, so in 2006 Box embarked on an aggressive customer acquisition
strategy and instituted a “freemium” model. Customers received 1 gigabyte of cloud storage for
free and then could purchase more if they wished. While the freemium model became more
common among SaaS companies later, at the time it was a new strategy, and some investors
considered it a risky move. It paid off well for Box, and its consumer customer base grew
rapidly.

But 2007 brought more competition, and Levie and Smith began to re-evaluate their focus on the
consumer cloud storage market. After much discussion, they decided to pivot and focus on the
more lucrative enterprise market. In 2008, an increasing number of small and medium-sized
companies (SMBs) became customers, and in 2009 employees of larger companies began using
Box of their own accord. Realizing this, companies began adopting Box for their whole
organization. On top of which, Box aggressively went after the big fish, and by 2011 it began
gaining real traction with the enterprise market. During all this time, Box enabled customers to
access and share data on mobile devices through iOS, Android and Windows Phone applications.
By 2011, Box had raised a total of over $110 million, and in 2012, Box raised another $125
million.
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