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Choose Wisely: How to Select Great Board Members
By Susan Schreter Published April 03, 2012 Features FOXBusiness

A few weeks ago I wrote an article on what board members expect from entrepreneurs in
terms of integrity, candor and compensation. Since then my inbox has been active with
questions about what entrepreneurs should expect of their board members and how to go
about organizing your first board of directors.
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It’s true that one of the most intimidating action steps of first-time entrepreneurs is asking

business professionals to join their new company’s board of directors. Of course, they worry
about rejection but they also wonder about the risks associated with inviting the wrong
individuals to their company’s inner sanctum. This is why first-time entrepreneurs o en
settle for loyal spouses, friends, and relatives to fill first board seats.
There is a better way. Entrepreneurs who are serious about business growth should organize
a serious board of directors from day one. Here’s how to do it:
Keep it small. Quality always trumps quantity at the board level. At the time of incorporation,
applicants usually specify a minimum and maximum number of board participants for a
business entity to remain in good standing. For privately-held startup companies a good
range is to nominate no less than three board members, but no more than 7 board members.
Entrepreneurs who intend to raise equity from private investors or venture capital funds
should reserve one or two board seats for investment representatives. It’s entirely
appropriate for the founding entrepreneur to serve as board chairman.
Seek “been there, done that” expertise. The starting point for targeting business
professionals to serve on your company’s board is to think about your most challenging
business objectives during the next three years. If for example you want to sell your hot new
consumer product to chain retailers, then identify business professionals who have direct
operating experience in accomplishing that objective. If you want to franchise a restaurant
concept, then reach out to other business professionals who already understand the legal
process and marketing requirements to build a franchise network on a regional or national
basis. Board member skills and experience should always match “where you want to go”
instead of “where you are today” to help minimize costly surprises and beginner’s mistakes.
Seek balanced board experience. It’s never wise to stack a board with similar talent. Try to
organize a board that represents complementary expertise in product development, finance,
sales, marketing, etc. It’s also helpful to select board members who already have served on
one or more for-profit boards too. You don’t want to involve rookies who don’t yet appreciate
the proper role of boards in business building.
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Hire legal help as needed. Entrepreneurs should save voting board positions for non-legal
business advisors. Corporate lawyers can attend board meetings as non-voting corporate
counsel or as an acting secretary.

Get aligned. Before inviting anyone to your board, take time to explain your company’s
business goals, product development priorities, financing objectives and distribution
strategies in detail. This candid discussion can help ensure that the board is aligned and
working toward the same business objectives. It’s ok to disagree on tactics but not healthy to
have ongoing dissention about a company’s overall business priorities at the board level.
Use ‘em or lose ‘em. It’s up to the founding entrepreneur to use each board member’s time
to its highest and best use. Just listing board member names in a business plan or asking for
access to their valuable eco-system of business contacts is not enough to keep high
functioning business professionals fully engaged in a company’s growth path. \When great
business professionals join a board, they expect to dig in in a productive way. It’s up to you to
make sure it happens.
Just do it. Most successful people I know feel a special responsibility to help jump-start
promising companies that can create new jobs and economic activity. They want to give
back, so ask them for their help. If a business professional doesn’t have time to join your
board right now, then ask for referrals to other qualified board member candidates.
Going out on your own should never mean going it alone. Startup entrepreneurs and small
business owners benefit when they surround themselves with astute business advisors who
can routinely challenge and improve a company’s operating direction. There is no better time
than today to think of candidates who can upgrade your company’s board of directors. Don’t
delay.
Susan Schreter is a 20-year veteran of the venture finance community and a university educator
in entrepreneurship. Her work is dedicated to improving startup longevity in rural, urban and
suburban America. She is the founder of www.takecommand.org, a community service
organization that o ers the largest centralized database of startup and small business funding
sources in the U.S. Follow Susan on Twitter @TakeCommand.
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What do you think?
Click the button below to comment on this article.
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