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Intro: The New Way to
Scale a Board of Directors
Startup boards are tricky things. One of the unique aspects of a CEO’s job that sets it apart
from other executive positions is building and leading a board of directors. But most startup
CEOs have either no or virtually no experience building and leading a board, so that part of
the job tends to default to a “because that’s the way I assume it’s always been done” kind of
task. Of course, if you’re not intentional about building and managing a board you’re likely to
get lousy results.
Over the past 20 years, I have led 4 companies, including Bolster, where I’m a co-founder
and CEO today, and I served on 8 boards. I’ve learned that building, shaping, and leading a
world-class board is one of the single most important things startup CEOs can do to help
their businesses thrive and become industry leaders. It’s on par with building and leading
an executive team. I’ve seen amazing companies held back by weak and ineffective
boards and investor syndicates, and I’ve seen so-so companies succeed because the
strategic advice, experience, and accountability coming out of the boardroom drives the
management team in extraordinary ways.

“Leading a world class board is one of the single most
important things startup CEOs can do to help their
businesses thrive and become industry leaders.
There’s a lot of research out there that the more independent a board is, the better it
performs for companies -- and that there’s a high degree of correlation between more
independent boards and higher performing companies as well. There’s also a lot of
research out there that teams which have more gender and race/ethnicity diversity
perform better. And everyone who has ever been on a high-functioning board of directors
knows that a board is a team.
These facts are well known, yet it is still the case that most private company boards are
overwhelmingly made up of founders and investors who are still largely white and male. I
believe that the lack of independence and diversity on boards is a big miss for the whole
startup ecosystem, and it’s a part of the startup game that we at Bolster want to help
change.
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As we wrote in Bolster’s Founding Manifesto, one of the reasons we started Bolster was
to create a new way--a faster, easier, and more cost-effective way--for startup and
scaleup CEOs to grow their boards of directors and make them more diverse. In addition to
launching a first-of-its-kind Board Benchmark application that will soon produce an industry
standard set of data around private company boards, we also help match VC-backed
companies with a strong diverse slate of board candidates. And we also want to share some
best practices around board building.
This Ebook includes a compilation of articles that started as blog posts all about startup
boards. I hope that, through this writing, we demystify them a bit and change the world’s
thinking about how to grow them. Some of the material is borrowed from other blog posts
I’ve written, or from the Board of Directors section of Startup CEO. Some will come from
other influential VC and CEO bloggers and from Brad Feld and Mahendra Ramsinghani’s
book Startup Boards. But much of the content is original.

This Ebook is tailored for CEOs looking to build and manage
their boards. Over the next 9 chapters, we will cover:
01.

The purpose of board

02.

Size, composition, and tenure of a board

03.

Diversity in the boardroom and appointing first-time directors

04.

What to look for in a director

05.

How to interview and recruit directors

06.

How to onboard directors

07.

How to compensate directors

08.

How to build a director bench or advisory board

09.

How to evaluate your board

We believe that boards can make or break a company, and we need to chart a new course
for startup boards. I hope this Ebook helps you Bolster Up your board.

Matt Blumberg
CEO and Co-founder, Bolster
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CHAPTER 1

The Purpose of a Board

Any book about boards should start with the basics. Why have a board in the first place?
What do they do? How big should they be? Do you really even need one? Even if you
already have one or are sold on the concept, I hope this chapter helps you think more clearly
about how to best use your board to maximum effect.
In Startup CEO, I wrote that the fundamental reason boards exist is that everybody needs
a boss. We are all accountable to others for our work in one way or another. Unless you’re
the rare startup CEO who owns 100 percent of their own company and doesn’t grant
employees any options, you have other shareholders. Even then, you’re still accountable
to others, to stakeholders like vendors, employees, and customers. Creating a board of
directors is a good reminder that you have a boss—and that you have to play by the rules
and maximize value for all shareholders. Accountability is crucial for every person and
organization. Think about how well you do with dieting on your own or exercising on your
own, and compare those results to dieting with a nutritionist or exercising with a trainer. Or,
if you want, think of it this way: No matter how much you loved your favorite class in college,
how many papers would you have written if your professor hadn’t assigned them and given
them due dates? I’m guessing not very many people would even write one paper without
assigned due dates.

“Creating a board of directors is a good reminder that
you have a boss — and that you have to play by the
rules and maximize value for all shareholders.
While boards are helpful in holding CEOs and others accountable, they can also be strategic
tools that every company should take advantage of, and there are a few specific roles that
boards excel at. What are the specific roles that boards can play in your startup? Here are
four things for you to think about.
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Four Roles Boards Play in Startups
01.

To be a forcing function. A board can help you run your organization by creating
a cadence of regular, recurring deadlines. Unless you’re in a business that has
significant external deadlines imposed on it by partners or customers, it can
be difficult to pick deadlines for projects, drive your team hard to meet those
deadlines, and keep those deadlines from slipping. Your team knows that many
deadlines are arbitrary anyway, and that can lead to procrastination and excuses.
By making a commitment to your board that something will be done by a certain
date, you raise the bar and remove much of the arbitrariness from the decision. I
have also found boards to be a very helpful tool over the years as a forcing function
for quality. Sure, your executives can write scribbled bullet points or a half-baked
spreadsheet and articulate their points. However, if they are presenting that same
information to a board, they will polish it up, which will force them to think through
what they are presenting -- and shape a better end product. So, a board can both
drive deadlines and quality. That’s a win-win for you!

02.

To help in pattern matching. Good board members are really strong at pattern
matching and they’re able to see a chain of events or metrics about your business,
match it to one or more comparable situations they have seen in the past, then
provide advice, context, history. In a lot of cases they’re also able to make a
connection to another CEO who had a similar issue and who can be a resource for
you. I’ve found this to be true in terms of both strategic issues and operational ones,
and while not always spot-on, they can help you steer the ship around icebergs
and avoid the damage lurking beneath the surface. As Mark Twain once said,
“History does not repeat itself but it does tend to rhyme.”

03.

To help you see both the forest and the trees. A good board will help you see the
forest for the proverbial trees. You’re close to your business and in the weeds of the
day-to-day. Your board isn’t. As a result, board members can sometimes point out
things that you completely miss when looking at your operating results, your staff,
or your own performance. They may be obvious in hindsight but someone has to
give you that rearview mirror.

04.

To drive intellectually honest discussion and debate. Finally, provoking, listening to
and participating in the discussions and debates at a productive board meeting
can be one of the most valuable things you do in a given quarter. Sometimes even
great and fearless executive teams are wary of disagreeing with a strong CEO. A
great board isn’t. A healthy board discussion will push and challenge you and your
team’s assumptions. More than that, individual board members should push and
challenge each other.
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Boards can have a dramatic impact on a company in these ways and more. In fact, I
know a couple of CEOs who didn’t need to have a formal board of directors based on their
corporate structure and ownership. They elected to have boards and each one of them
considered their board to be a key asset to the business and each felt accountable to the
board, which even without the power to fire the CEO was a very powerful force for good
inside those companies.
You might not want or think you need a higher level of accountability for yourself, but you,
your team, and your company will be far better off if you create a board. You’ll get more
done, get better ideas, and increase the effectiveness of you and your company by having a
board.
In the next chapter, I’ll talk about the size and composition of boards.
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CHAPTER 2

Size and Composition of Boards

How large should your board be? That’s a pretty critical question every CEO contemplates
at one time or another. A rule of thumb is that the size of your board is directly related to
how large and complex your company and shareholder base are. If you are pre–Series A
financing, then a board of three is plenty. Once you have raised a Series A, you can have
a five-person board for a long time, until you are starting to think about going public. At
that point, increase your board to seven people. I’m not sure it matters all that much to
stick to these numbers as a hard and fast rule as long as you have great directors and a
manageable conversation during your board meetings. But at least these sizes during your
growth are the customs -- and nothing is wrong with them as long as you have enough
freedom to appoint independent directors, which I’ll address in a subsequent chapter.

“When it comes to board composition, the trick is to
keep the right balance of the three director types:
Managers, Investors, and Independent Directors.
One thing to note about the size of the board is that the performance of the board is pretty
much independent of the size. There are unruly boards of three and high-octane boards of
seven. How you manage the board is more important than the number of people on it. As a
side note, although it’s NOT permitted in a handful of states and countries, it’s okay to have
an even number of directors if you have a good and high-functioning board. Many CEOs shy
away from an even number in the event of a “tie vote” on some issue. My prior company had
long stretches of time over the years with four or six directors. As I always said at those times
to our board, “If it comes down to a tie vote about something big and contentious, we have
bigger problems.” So, I wouldn’t stress out about having an even number of board members.
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Ok, so you have 3 board seats to play with. Or 5 or 7. How do you fill them?
To start, you need to recognize that there are three kinds of board members:
01. Management - people who work in the company day in, day out
02. Investors - institutional investors who typically hold large blocks of preferred equity
03. Independent Directors - people you choose to be on the board who are not
company management and not representatives of institutional investors, even if they
do own some stock options or made a small angel investment

When it comes to board composition, the trick is to keep the right balance of the three
director types.

Management
Let’s start with the easy one, which is management. My rule of thumb is simple for this:
Boards should include one, and only one, member of the management team -- the CEO.
My logic is twofold. First, boards help govern the company and watch out for shareholder
interests. Even if your C-level managers are shareholders they shouldn’t be on the board,
and they don’t need to be since their interests are managed by the board--without
influence. Boards hire and fire the CEO, and that’s an area where C-level managers do not
need to be present, and oftentimes don’t have the skills to evaluate a CEO. And — more and
more every day with large public companies — boards keep management honest. How
can all these critical functions--shareholder interests, CEO evaluations, and honesty, occur
when a Board has too many members of the management team on it? They can’t.
Second and more importantly, boards give outside perspectives and strategic advice to the
company’s leadership. You have a limited number of board seats to fill. Why would you ever
fill one of them with someone else on the management team, even a co-founder? You have
100% of that person’s mindshare on your business already and presumably you have the
benefit of their perspective and strategic advice all day long. Adding a second member of
the management team to the board is literally taking away the opportunity to add outside,
diverse talent and brainpower to your inner circle. You might get pressure from co-founders
to be on the board, and you might feel “more comfortable” having a co-founder on the
board, but don’t cave in. The power of the board is diluted significantly if you add even one
person from management beyond the CEO.
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My friend Scott Kurnit elegantly wrote in a guest post on Fred Wilson’s blog several years ago
that:

“

There’s only one CEO, one leader. And that’s why people who work for the CEO
can’t also be the CEO’s boss. Yes, fundamentally, that’s what boards are… the
CEO’s boss. Here’s the simple logic. The CEO can’t be in charge 29 days out of the
month and then report to her subordinates on the 30th day. That screws up the
crispness and clarity for the 29 days. A CEO should not be giving compensation
or making non-objective decisions concerning subordinates, in order to make
sure her own comp and board decisions get approved on day 30. Ridiculous. You
often end up with a horrible combination of dysfunctional board member and
insubordinate… subordinate – all wrapped up in one person. You can’t be both
a worker and a boss at the same time. Sorry, co-founders… you can observe at
board meetings… but you don’t get a vote. Period. And when the CEO tells you to
leave the boardroom… well, she’s the boss.
Scott Kurnit

Investors
While the management slots on your board are pretty easy (note: only one seat, the CEO),
the investor slots are far more difficult to manage because a lot of institutional investors will
push to have multiple members. Seth Levine, from Foundry Group had a great post a couple
years back on the investor director. Seth cited a study done by Correlation Ventures proving
that there are limits to how many institutional investors you should have on the board. Spoiler
alert: not that many.

“

There’s value to having VCs on your board. In fact, there’s value (or at least a
correlation with success) to having multiple VCs on your board. But this value
diminishes – and does so rapidly – as you add too many...I think it’s important
to point out here that, at least in my experience, that having too many VCs
around the table is bad for companies even if those VCs are good, helpful,
competent people.
Seth Levine
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Seth’s post is worth reading in full, but I’ll pull in the key chart that really sums it up –
companies with more than 3 investor board members performed worse than those with 3
or fewer.

Mean Returns by Number of VC Board Members
Mean Dollar-Weighted Realized Multiples
31,401 Financings, 1998-2017 Exits, U.S. Venture Funded Companies
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The number of investor directors on your board is the most difficult part of the equation to
manage. This data suggests that you want 2 -- but you can’t just wave a wand and make
that happen. Board seats are a critically negotiated part of any venture financing, and
most VCs who lead rounds will insist on a seat -- and sometimes, follow-on investors will
insist on board seats as well.
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Independents
And that leaves the third type of director - the independent. Independent directors give you
an opportunity to bring in different sets of experience and perspectives to your board. They
give you the perspective of a business operator or functional executive or customer around
the board table. As Fred Wilson wrote a few years back:

“

As a company moves from founder control to investor control, the notion of an
independent director crops up. An independent director is a director who does
not represent either the founder or the investors. I am a big fan of independent
directors. Boards that are full of vested interests are not good boards. The more
independent minded the board becomes, the better it usually is. I would argue
that an investor-controlled board is the worst possible situation. Investors usually
have a narrow set of interests that involve how much money they are going to
make (or lose) on their investment. It is the rare investor who takes a broader and
more holistic view of the company. So while investor directors are a necessary
evil in many companies, they should not dominate or control the board. The
founder should control the board, and independent directors should control a
board where the founder does not control the company.
Fred Wilson

So, in the beginning, as you’re putting together your board it’s important to be intentional
about the size and the composition and to follow the general guidelines I’ve suggested. If
you can, place only one person from management, try to limit the number of institutional
investors, and choose experienced independent advisors as a counterweight to you and
the other board members.
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CHAPTER 3

Board Evolution and Turnover
Now that you’re committed to getting the size and composition of your board right as the
foundation to develop your board as a strategic asset, you need to think next about board
dynamics. This is particularly important as your company grows. The board that you start
with isn’t necessarily the one that will grow with you, nor should it be. You should be thinking
about how your board will evolve over time.

“The board that you start with isn’t necessarily the one
that will grow with you, nor should it be. You should be
thinking about how your board will evolve over time.
So what models can you look at to understand board composition evolution? As I noted in
the last chapter, there are three stages of growth that impact your board: Pre-VC startups,
Series A/B startups, and Scaleups.

Board Evolution Across Startup
Growth Stages
STAGE 1: Pre-VC startup At this stage you can easily benefit from just 3 members. You
(the CEO) and 2 independents who you name to the board.

STAGE 2: Series A/B startup At the Series A or B stage you should have 5 members. You
(as CEO) and then either 1 investor and 3 independents or 2 investors and 2 independents,
depending on how aggressive your investors are to obtain a board seat.

STAGE 3: Scaleup mode The final stage is a later stage, after early funding rounds and
really, when you’re in scaleup mode. At this stage you’ll have 7 members. You (as CEO), 3
investors and 3 independents.
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Seems easy enough, doesn’t it? It’s just a linear process, right? Not so fast. There is a problem
that can crop up between the second and third stages. Frequently companies live in this
zone for many years and through multiple financings, each of which comes with a new lead
investor insisting on a board seat. It can be very easy to end up with a 5- or 7-person board
dominated by investors between these stages, or between the first and second stages if
you’re not vigilant about adding independent directors early on.
The best thing you can do is to stake out multiple independent board seats early on (before
investors) and then limit the number of investor seats as the board grows. Fred Wilson
addressed this point in a blog post where he wrote:

“

When a startup board is created, there should be two independent seats on it.
Day one. I know that will mean that founders will be unable to control their boards
early on but these “independent seats” can be nominated by the founders to
allay those concerns. And founders should put diverse people (gender, race, life
experience, etc) into these independent seats.
Fred Wilson

It is highly unlikely that an investor will insist on removing an independent director and it’s
highly unlikely that investors will be excited about sitting on a 7- or 9-person board too early
in a company’s life--there’s just not enough complexity for them to make a big contribution.
So if you stay firm on the number of independents and on the total size of the board, you’ll be
forcing a difficult conversation among members of your investment syndicate, potentially
multiple times along the way: Which investors get actual board seats and which ones
become board observers?
You’re likely to get investor pushback on limiting the number of investor board members,
but I’d suggest that you hold firm because independent board members help diversify the
board and that diversity has a big (positive) effect on company performance. But I’ve found
two tactics you can use to deal with the likely investor angst.
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How to Effectively Limit the Number
of Investor Board Members
01.

Adjust your covenants. By changing the mix of covenants in your corporate
governance, you’ll give shareholders additional voting rights or blocks so that not
all critical decisions are approved only on a board vote. The benefit is that, even
if investors don’t have a board seat and board vote, you can allay their fears of
not having a voice in a critical matter they care about. A word of warning here:
You have to be careful that you’re not adding too many restrictive covenants that
hem you in over time. You also have to ensure that you’re not giving individual
shareholders a block on something as opposed to a majority of shareholders, and
that you’re not making your life too complicated by mandating shareholder votes
too often or too broadly. You could run into this problem if you have a ton of angel
investors so consult a lawyer on the specifics!

02.

Designate Non-Investor Seats. A second tactic to deal with investors that want a
board seat and vote is to ask an investor director to designate a non-investor to
hold their board seat. This is second prize at best since the independent director
is still technically a representative of the investor and the investor firm’s interests -but it does allow you to work collaboratively to add a more diverse board member,
and to add an operator, in lieu of adding another investor. I’ve heard of at least a
few top-tier VC’s willing to do this -- or even willing to step aside -- to make room
for board diversification, so this may become more of a trend now.

As your board evolves, it’s also important to address the topic of board member tenure or
term lengths. This issue is more or less focused on independent directors because investor
seats usually come with the cap table, and the CEO seat usually runs with the life of the
company. Somehow, and I’d file this under the heading of “because that’s how it’s always
done,” independent board members tend to get four-year option grants that imply a fouryear term. That is a big mistake in my view, especially for early-stage companies. The
things you need to get out of a board in your first couple of years change dramatically
as you get more mature. (We’ll cover this more later.) At the early stage of a company
you should think of an independent director the same way as you think about a senior
executive, and just like hiring a new senior executive, you never know. You never know if
board members are going to be effective and a good fit until you have hands-on experience
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working with them. And someone who is super helpful at helping you find product-market fit
as a board member in year 2 of your company may be ineffective at helping advise you on
scaling the GTM part of the business in year 3 of your company. A four-year term is a big risk
on your part for an unknown.

“Consider your composition: The things you need to
get out of a board in your first couple of years change
dramatically as you get more mature.
I will say, though, that I have had independent directors for almost 10 years who have been
brilliant advisors at every single turn of events. But don’t expect that from every independent
board member because I have also had independent directors who I just loved in the
interview process and were brilliant with their advice...in their first two meetings. After that,
they proceeded to give nothing but the same three pieces of advice in every subsequent
meeting. If you’re going to get 100% of the value of a director in a few meetings, it’s not
worth taking up that slot in perpetuity (or even four years) with that limited perspective.
For these two reasons, I’m going to give my independent directors at Bolster 1 or 2 year
terms out of the gate (and commensurate option grants). We can always decide to keep a
director on longer and add more equity compensation. But a shorter term is a good forcing
function for all parties to determine whether or not the relationship is working and the
director is adding enough unique value to continue on the board as the company grows and
its needs change.
Size, composition, and tenure are the three key things to think about as you’re starting to
build your board. A fourth component, diversity, is perhaps the most important and I address
that in the next chapter. As Fred Wilson noted, independent directors are often your only
shot at making your board more diverse; otherwise you’re stuck with investors (who are
mostly homogeneous) and you, the CEO.
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CHAPTER 4

Diversity in the Boardroom and the
Importance of Appointing First-time Directors

Think that board diversity is something that only global corporations have to wrestle
with? Unlike the slow corporate behemoths mired in historical bad practices, early-stage
companies can change the world with their products and with their board appointments.
I’m hopeful that founding teams and startups will look back on the time when they drew a
line in the sand and started diversifying their board as the best decision they ever made.
I won’t belabor the point about the value to companies and to society of having more
diverse boards. If you’re not aligned with that perspective, this Ebook won’t convince you
otherwise. If you want to be intentional about creating a diverse board, here is perhaps a
different way of thinking about it and articulating it to others -- and what I think is the twostep formula of how to go about doing it.
While academic research on whether or not diverse boards lead to better company
performance are mixed, which surprised me when I dug into it a bit, the research about
more diverse teams being higher performing and more innovative than homogeneous
teams is not mixed. My experience bears this out as well. One recent article I did find
interesting on this topic in a Harvard Business Review article entitled When and Why Diversity
Improves Your Board’s Performance has a nuanced view in favor of board diversity. The
authors found that it’s diversity of thought and perspective that drives a board’s (and
ultimately a company’s) success, rather than individual measures of diversity like gender or
race or age.
Building more diverse societal leadership is nothing but good in terms of how we as a
society make decisions, empower all citizens equally to make a difference, and role model
leadership for everyone. As a society, we need to be better at ensuring that both diversity of
background, gender, and race AND diversity of thought make it into the leadership ranks of
all kinds of institutions, from government, to military and law enforcement, to academia, to
the corporate world. If the HBR article is accurate, I’d note that demographic measures of
diversity are often key DRIVERS of diversity of thought and perspective as well, so pursuing
an agenda of building a more diverse board gets you both benefits.
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“We need to ensure that diversity of background,
gender, and race AND diversity of thought make it
into the leadership ranks of all kinds of institutions from government, to military and law enforcement,
to academia, to the corporate world.
Our biggest opportunities as startup CEOs to make a difference here is to make sure we
are hiring executives and appointing independent directors (widely considered to be the
“pinnacle” of corporate America) who bring that diversity of thought and background to
help our companies be more successful, and to role model opportunity and leadership for
our employees and customers. But putting diverse people on your board for diversity’s sake
isn’t really a solution. It just allows you to say, “we have a diverse board,” but if diverse voices
aren’t heard and integrated into the board (let alone qualified - more on that in a minute),
then you really don’t achieve the benefits of diversity. That onus to effectively lead your
board is on you and/or a chairman or lead director if you have one.
Regardless of your current board’s size and composition, if you want to diversify your board
you’ll have to be intentional about it, and you’ll likely have to initiate the conversation with the
group.

Two-Step Formula To Board Diversity
STEP 1: Start with Board Composition As I mentioned in the previous chapter, step
one is ensuring that you have an appropriate number of independent directors on your
board, since that’s your main opportunity to add diversity of any kind to the mix.

STEP 2: Seek Out First-Timers The second step in the formula to having a more
diverse board is to be willing to appoint board members who have never served on a
board before. It’s not much of a secret, but it’s kind of a second-order idea. As with
hiring executives, the best way to ensure that you end up with a diverse board over time
is to widen the top of the funnel of candidates.
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The single biggest stumbling block to getting this right is the near-universal requirement I
have heard throughout my career from CEOs that “I only want board members who have
previously been a CEO or served on a board.” If that’s your requirement, you can be nearly
certain that your available talent pool for independent directors will be largely white and
male (as a black startup CEO I’m friendly with says, “there are something like 25 of us black
execs who are on all of the boards - we just keep getting recycled instead of people tapping
into new talent”).
I get it -- there are perspectives that ONLY a CEO will bring to the table that are incredibly
valuable to you as a CEO looking to balance out an investor-heavy board. What’s more,
if you’re relatively young or a first-time CEO, you may not want to -- or feel capable of
-- training someone on how to be an effective board member. I’ve been in both of those
places at various points in my career as a CEO. But I’ve also had amazing experiences with
first-time board members who were just the right people with the right experiences for our
company’s needs at a point in time, too. Adding directors who are industry experts can
be tremendously helpful in driving product-market fit or opening doors even if they’re not
helpful at being the voice of a CEO.

“If you have a commitment to broaden the diversity
of your board, you have to be willing to take on and
mentor up first-time directors, or lean on other
board members to help with that process.

Simply put, if you have a commitment to broaden the diversity of your board, you have
to stand behind that commitment with a willingness to take on and mentor up first-time
directors, or lean on other board members to help with that process. Hopefully over time
you can have enough independents on your board so that you have a CEO/former CEO/
experienced board member but aren’t ONLY looking for that profile. The fact is that every
single board member alive today at one time had ”never served on a board” too.
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As venture investor Heidi Roizen wrote recently about this first-time director conundrum:

“

This to me is like saying, “I’d like to get married, but I’m optimizing for someone
who has already been married because I don’t want this whole marriage
experience to be new to them”... Look, I sort of get it — having myself been
a director for dozens of public and private companies over the last twenty
five years (I serve on two public boards and four private boards right now) I
understand there is an art and skill to being a board member. But should that
be the top criterion? I for one believe that smart, capable people can learn
what it takes to be a good board member very quickly, especially if they are
onboarded properly and mentored through the process…We treat board service
like it is some magical, secret and superior skill set that only a rarified few can
accomplish. We act as if the risk is simply too great letting a newbie into our
hallowed halls. And yes, there is skill and knowledge particular to doing a good
job as a board member. But I believe that If you are already an experienced,
accomplished business executive, it is just not that hard for you to learn how to
be a good director.
Heidi Roizen

In subsequent chapters, I’ll address how to look for board-ready candidates who might not
have board experience; how to interview and onboard them properly; and how executives
who want to be considered for board positions need to prepare themselves for their first one.

How to Build Your Board

20

CHAPTER 5

What to Look for in a Director
It’s really hard to find your way from point A to point B without a map or a GPS. Similarly,
you’d never hire a senior executive without putting together some kind of job spec or
requirements document to guide the process, to get you from point A to point B. Hiring an
independent board member is no different, yet I often see CEOs running board searches
with nothing more than “I want a more experienced CEO in our industry” as a job description!

“If you want to create a board that can make a big
impact you should put at least as much time and
effort into identifying and recruiting board members
as you do a senior executive.
The first thing you need to be clear about is what you actually want your new independent
director to do. Some CEOs think when they’re getting a board member, they’re getting
a director, a consultant, a consiglieri, a coach, a mentor, a headhunter, and a fundraiser.
That is the wrong way to think about the role. You may need all of those things, but that isn’t
“market” for what an independent board member does. At most, an independent director
will be a board member and a mentor. You can expect, for the equity grant you provide that
executive, for them to spend a handful of hours on your business every month:
•

Time to travel to and from, prepare for, and debrief after board meetings (the number
and length will vary depending on your stage)

•

Ad hoc time between meetings to work with you, the management team, or other
directors on issues that come up

•

Occasional 1:1 mentoring sessions (but not regular coaching)

If you’re looking for more -- for specific help that matches your director’s qualifications
-- you can always invite the director in to be a paid consultant, say, to help you develop
a marketing plan, or help you raise money. Generally those things are best handled by
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others either inside or outside the organization who aren’t also responsible for oversight and
governance, but a board member potentially could do them as a consultant. The one thing
the board member probably shouldn’t do is be your coach. If you need or want a coach (I
always strongly encourage CEOs to work with a coach), you absolutely should NOT have
that person be on your board. You will want to vent and brainstorm and ask for guidance
from a coach in a way that does not in any way conflict with that person’s responsibilities for
management oversight. That role is very different from the role of a CEO mentor, which an
independent director could absolutely do, which is to help you learn the craft of being a CEO
and share their experience on that front with you (if they have it).
The job criteria for a board member differs from that of an executive in that you’re not
necessarily looking for functional competencies (e.g., “someone who knows how to be a
board member”) so much as you’re looking for the right set of experiences, soft skills, and
governance philosophy to meet your company’s needs. In this chapter, I’ll share a few
different ways of thinking about qualifications or criteria for board members.
At Bolster, we’ve developed an in-depth way of helping our CEO clients formulate their
director search criteria, and think about board “readiness” in a broader way...and we’ve
created a parallel way of profiling our thousands of executive members so we can
make accurate and instant matches. Our client needs assessment breaks down the
job qualifications into four categories: Prior experience, advisory needs/gaps, cultural/
experiential attributes, and governance philosophy.

What to look for in candidates for your board
01.

Prior board or board-equivalent experience. While sometimes a client may require
us to only look for director candidates who have already served on a board, we
try to steer them away from that and ask for their perspective on other boardreadiness attributes, like regular interaction with a corporate board, or experience
with an advisory role, or experience serving on a community or nonprofit board.
These broader experiences open up the possibility of identifying potential board
members who have a diversity of experiences and are more likely to be diverse
themselves. Diverse boards lead to better performance, so we want to caution
clients about requiring prior board experience as the only criteria.

02.

Advisory needs/gaps. Here we try to really pin down what the CEO needs in terms
of professional experience in this particular director. Are they looking for someone
who is a product-market fit guru? A sales guru? Someone who can open doors
in a particular industry? Someone with significant experience working with earlystage companies on their finances? The more specific a client can be about their
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gaps and needs, the better our process is at identifying exactly the match that
will work for them. Think about your board like a puzzle. What’s the big picture of
what you want to get out of your board, and when you look at your current board
members...which piece is missing? Think about what you need this year and
next, not some theoretical need in the distant future. Do you need someone who
can open doors in a critical vertical? Do you need someone who is a key buyer/
customer/influencer? Do you need someone who has great depth of experience
in complex hardware sales? The more specific you can be on needs and gaps the
better chance you’ll find the right person to make a big impact, immediately.

03.

Cultural/experiential attributes. We like to challenge our CEO clients to think about
what kind of person will work best in their particular board environment. Does
the director need to be particularly financially fluent? Do they need to have the
ability to challenge others, the status quo, or widely-held assumptions? Are they
looking for a “trophy director” or do they need people who are willing to “roll up
their sleeves” and do hands-on operational work with management? Again, the
more specific a client can be about cultural and experience attributes, the better
chance of finding a director who can make a big impact at the company.

04.

Governance philosophy. This is a widely ignored topic, but one where I feel
strongly that philosophical alignment across the board is important. Some board
members believe in Reed Hastings’ famous line that “a board’s only role is to hire/
fire/compensate the CEO” while others believe that “a board’s role is to engage
deeply with a company’s strategy, management team, and operations” (and of
course some people are somewhere in between). Similarly, there are directors
who believe in the letter of Delaware law that “the responsibility as a director is to
only maximize shareholder value” and others who have a broader view that “the
responsibility as a director is to maximize the value of all stakeholders” including
employees, customers, vendors, and the community and environment at large
(and again, those who are somewhere in between). You can argue that there is
a “right” or “wrong” place on both of those spectrums...but you can’t argue that
alignment isn’t critical as a board.

The Bolster framework was inspired largely by my experience on my own board and serving
as an independent director on other boards alongside two of my long-time investors, Brad
Feld and Fred Wilson. I’ll share some of the “makings of” the Bolster framework here.
First, in Startup Boards, Brad Feld and Mahendra Ramsinghani have a wonderful table that
breaks this topic down into a stage-based view of the role of the board. It’s remarkable how
different a startup board needs to look (working actively on product market fit and sales)
than a mature company board (monitoring financial performance and strategic plans):
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Startup

Revenue

Growth

Role of Board Member/
Company Needs

Working/
Active

Shaping/
Nurturing

Governing/
Monitoring

Customer Discovery
& Market Development

High

Moderate

Low

Product Development

High

Moderate/High

Low

Sales & Marketing

High/Moderate

High

High

Finance &
Operational Controls

Moderate/Low

Moderate

High

Human Resources

Low

Moderate

High

Strategy

High

High

High

Second, about 10 years ago, a younger version of me wrote out these Top 5 things that make
an awesome board member of what was then probably a $30-50mm revenue company:

Top 5 things that make an awesome board member
01.

They are prepared and keep commitments. They show up to all meetings. They
show up on time and don’t leave early. They do their homework. They are fully
present and don’t do email during meetings.

02.

They speak their minds. They have no fear of bringing up an uncomfortable topic
during a meeting, even if it impacts someone in the room. They do not come up
to you after a meeting and tell you what they really think. I had a board member
once tell my entire management team that he thought I needed to be better at
firing executives more quickly!

How to Build Your Board

24

03.

They build independent relationships. They get to know each other and see each
other outside of your meetings. They get to know individuals on your management
team and talk to them on occasion as well. None of this communication goes
through you.

04.

They are resource rich. I’ve had some directors who are one-trick or two-trick
ponies with their advice. After their third or fourth meeting, they have nothing new
to add. Board members should be able to pull from years of experience and adapt
that experience to your situations on a flexible and dynamic basis.

05.

They are strategically engaged but operationally distant. This may vary by stage
of company and the needs of your own team, but I find that even board members
who are talented operators have a hard time parachuting into any given situation
and being super useful. Getting their operational help requires a lot of regular
engagement on a specific issue or area. But they must be strategically engaged
and understand the fundamental dynamics and drivers of your business –
economics, competition, ecosystem, and the like.

At the same time, I also asked my executive team for their own take on what makes an
awesome board member. Here are some quick snippets from them where they didn’t
overlap with mine:
•

Ethical and high integrity in their own jobs and lives

•

Comes with an opinion

•

Thinking about what will happen next in the business and getting management to think
ahead

•

Calling out your blind spots

•

Remembering to thank you and calling out what’s right

•

Role modeling for your expectations of your own management team – Do your prep,
show up, be fully engaged, be brilliant/transparent/critical/constructive and creative.
Then get out of our way

•

Offering tough love… Unfettered, constructive guidance – not just what we want to hear

•

Pattern matching: they have an ability to map a situation we have to a problem/solution
at other companies that they’ve been involved in – we learn from their experience…
but ability and willingness to do more than just pattern matching. To really get into the
essence of the issues and help give strategic guidance and suggestions
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Finally, Fred Wilson has a great post about Trophy Board Members and why to avoid them
here and many other great thoughts in choosing board members in general. Here are a few
key points that are additive to the ones in Brad and Mahindra’s, my, and Bolster’s frameworks
above:

•

Trophy board members are more concerned about their reputations than
your company and will often react badly in times of crisis and challenge,
which is exactly when you need your board members at your side more
than ever. Trophy board members often miss board meetings, show
up unprepared, and frequently don’t take the time and effort to truly
understand your business...whatever you do, stay away from trophy
board members. They rarely help and often hurt.

•

Avoid putting someone you can control on your board. In tough situations
they will have a fiduciary duty to do what’s right and you won’t be able to
control them when it matters most to you.

•

Don’t let conflicts get in the way of selecting the ideal board member.
Conflicts will be disclosed and can be managed. Many times the people
who will understand your business best are conflicted in some way. There
are ways to deal with this problem.
Fred Wilson

If you want to create a board that can make a big impact you should put at least as much
time and effort into identifying and recruiting board members as you do a senior executive.
That means having more than one criterion, looking beyond the CEO title, and searching for
people who bring a diversity of ideas and experiences to the table.
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CHAPTER 6

How to Recruit and Interview
Directors
Recruiting and interviewing candidates to join your board as an independent director is
time consuming and there really aren’t any shortcuts or workarounds -- and you CANNOT
delegate to your head of HR, your executive recruiter, or anyone else. It’s an important
process to get right and is worth every minute you put into it because building a board can
be one of a CEO’s greatest trump cards.
One way to get started is the old fashioned cold call. Without being even a little bit
disingenuous, you can use the “I’m the CEO and would like to talk to you about a potential
board seat with my company” as an entree to meet face to face with just about anybody.
I’ve met some of the most interesting, senior, brand-name people in my industry with this
candid approach. Turns out, flattery will occasionally get you somewhere! Use this card
wisely and sparingly, and always be prepared to follow up on your meetings. The cold-call
approach works and it’s one way that you can take full advantage of networks. You never
know what opportunities you’ll uncover along the way and sometimes if the person you
contact says “no,” they’ll follow-up with some suggestions of others who might be interested
in your board.
Your board can be one of your secret weapons, but only if you’re intentional about recruiting,
methodical in how you go about it, and vigorous in removing people who don’t fit, preferably
before you put them on your board. Creating a great board starts with finding the best
people you can, and here’s the framework I used to get the best people to join my board.

My Board Recruiting Framework
01.

Take the process seriously. Devote as much focus to building your board as to
building your executive team both in the effort you put in and in thinking through
the overall composition of the board. It’s easy to get side-tracked and focus on one
person, but the value of the board is more than one person--it’s the collective group,
their culture, and their engagement that matters the most.
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02.

03.

04.

05.

Source broadly. First, of course, you should use Bolster to find independent board
members since that’s what we do! We work hard to build a well-qualified, wellprofiled, and diverse candidate pool. We are sourcing talent very broadly. But we’re
not the only ones and there are other great sources for board members out there
as well like HimForHer, the BoardList, and AboveBoard, not to mention communities
of executives like Valence, The Mom Project, and The Alumni Society, to name only
a few. We partner with all of these platforms on board searches from time to time.
Outside of these new platforms, you’ll need to get a lot of referrals from disparate
sources, and I mean lots of referrals from lots of different people. Aspire to reach
people who you think may be beyond your reach--reach really high. Remember,
asking someone to join your board is a pretty big honor for them, so that ask
becomes a good calling card for you. I’ve had meetings with some amazing CEOs
over the years when I’ve initiated a cold call around the person being a potential
board member. Not all have worked out but almost all of them took the meeting. It
never hurts to ask!
Interview many people. By “interview,” I mean have a thoughtful, candid
conversation. Your potential board member is not applying for a job and you
shouldn’t treat them like a job applicant. I never delegate this task to anyone else
in the organization. If you can, conduct your conversations in-person (or via video
call) and have multiple conversations with your finalists. It’s also a good idea, once
you whittle down the list to a few people, to have all of your existing board members
meet potential board members and have their own conversations. I’d also have
every finalist meet with at least one member of your leadership team, or a few at
once.
Check references. You don’t want any surprises and although checking references
is tedious and oftentimes disruptive for high-power people, check anyway. You
should learn about your potential board members from multiple sources and within
different contexts. See more on this below.
Have finalists audition by attending a board meeting. But don’t just invite them
to show up. Give them some extra time to read materials, and offer your time to
answer questions before the meeting. You can even offer to do a one-on-one
meeting in person to prepare them and answer any questions or concerns. There’s
no better way to understand how a person will fit into your board, contribute, and
add their perspective than having them attend a meeting. You will get a good
first-hand sense of a lot of the preceding top four items this way. You want to see a
prospective board member dive into the flow of a conversation in a meeting even
if they don’t know a ton about the material. Someone who is deferential or afraid of
saying something dumb or making waves, even during an audition like this, is likely to
behave that way once on the board as well. I had one “sure thing” board candidate
attend a board meeting in this way, and he completely fell flat. I was disappointed
-- but was I glad I had seen him in action before giving him an option grant and a
four-year term!
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06.

07.

Have no fear yourself of rejecting potential board members. Yes, even if you like
them, even if they are a stretch and are someone you consider to be a business
hero or mentor, you can reject them. You can also “fire” a person from the board
even after you have already put them on the board. This is your inner circle. These
are the people you’ll confide in. These are the people whose opinions and insights
will impact your entire company. These are the people who will tell you when you’re
wrong, when you’ve got a boneheaded idea, when you need to develop more skills.
Do not take this lightly. Getting this group right is one of the most important things
you can do for your company.
Finally, give the most gracious “dings” of your career when you tell the unsuccessful
candidates that you’re going with someone else. These are influencers, senior
people, thought leaders, heavy hitters. You want them to feel good about the
interaction with you and to speak well about you and your company to others, to
open doors for you and hopefully be an ally and part of your network. My personal
formula is that everyone I interviewed for the seat gets a bottle of wine and a
handwritten note. Yours could be different of course, but you want to shoot for a
“blow them away” rejection.

You may think that the advice I’ve given only applies to independent directors, but I strongly
urge CEOs to go through the same process for vetting a future venture investor who will
have a board seat. In some ways, it’s even more critical to conduct a rigorous process for a
VC. It’s often much harder to remove a poor performing venture director from your board;
not so hard to remove an independent director. Besides, the best venture capitalists have
nothing to hide and they’ll ask you to check their references, provide you (sometimes) with a
list of all the CEOs they have ever worked with, and give you an open invitation to call anyone
on the list. If a prospective venture investor doesn’t provide you with a list of the people they
work with, ask for it. If they refuse, that’s a huge red flag.
Brad Feld and Mahendra Ramsinghani have great advice on interviewing and checking
references of board candidates in Startup Boards:

“

Like any executive recruiting processes, the dance can be complicated. Assume that your
prospective board member will want to meet members of the management team, other
board members, and do her own diligence on your company. You should use this time to
do your diligence on your prospective board member. In addition to talking to CEOs from
other boards she has, or is, serving on, try to ascertain whether your prospective board
member has enough time for you and your company. Does she have the characteristics
and skills you thought she had? Will she fit culturally with the rest of your board? Examples
of questions beyond typical reference checks include:
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1. Describe a few tangible examples of how the board member can add value to a
startup?
2. How did this board member respond to a challenging situation, such as running out of
cash, or a down round?
3. In the context of the board, what are some shortcomings of this person?
Try to keep these questions open-ended. Give the reference a chance to talk and, when you
hear something interesting, nudge them along the path for more information. Remember,
this isn’t a check-the-box exercise; rather, you are looking for detailed information about
the person you are considering asking to join a critical part of your team.
Brad Feld

Mahendra Ramsinghani

Brad and Mahendra go on to produce this great table that I refer to when I’m interviewing
board candidates around what “great” looks like in various functional competencies
directors bring to a board:

Skills

Great

Fair

Terrible

Entrepreneurial

Has started several
companies and hired A
players. Knows all about
customer discovery and
validation. Can surround
herself with giants.

Worked with larger
companies. Has a
consulting or other
background that is not
an obvious fit.

Has fantasized about
startups but has never
been remotely involved
with one. Unable to
prioritize or deal with
ambiguity.

Domain
Expertise

Has hands-on
experience in building
products in similar
markets.

Market awareness via
secondary sources.
Lacks depth, but may
have potential.

Knows the obvious. Asks
random and annoying
questions like “What’s
your mobile strategy?”

Business
Development

Has developed a value
proposition, a sales
pitch for a new product
in an emerging market,
identified early adopters,
closed order, and
generated revenue.

Worked with larger
companies. Has a
consulting or other
background that is not
an obvious fit.

Has fantasized about
startups but has never
been remotely involved
with one. Unable to
prioritize or deal with
ambiguity.

Financial

Has raised multiuple
rounds of captial leading
to a successful exit.
Generated returns for all
stakeholders.

Understands financials
but has not raised
capital, dealth with
venture capitalists
(VCs), sold a compnay,
or taken one public.

Thinks a balance sheet
is used while doing the
downward-facing dog
yoga pose.

Legal

Understands contracts
and legal and regulatory
guidelines around
finance, taxation and
employment.

Demonstrates baseline
business judgment
acumen. Has never
been sued.

Does not realize what
can land you in jail.
Naive.
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The team dynamic is also critical to keep in mind when you’re adding a board member. In
Fred Wilson’s post about choosing board members, he makes this point:

“

Select people who will get along with each other. The very best boards I am on
are friendly social active groups. Serious business doesn’t have to be stilted and
formal. It can and should be fun.

Fred Wilson

You might be tempted to interpret Fred’s point as, “hire someone you’d want to have a beer
with,” which is actually bad advice when you want to create a diverse board. I don’t interpret
it that way but I do think it’s important to be inclusive in everything, and that’s a sure way to
help people get along with each other and to help create friendly, social active groups.
I’d build on Fred’s advice a bit, too. When you think about interviewing director candidates,
remember that your board is a team, and you need to build, curate, and manage it as
such. One of the most important things to think about when you’re hiring a director is
what the board culture and board dynamics are. This may be the same as your company
culture and leadership team dynamics, but my guess is that it’s a bit different - and possibly
something you’ve never written down or articulated to yourself before. If your board is full of
people who are loud and boisterous, be wary of a candidate who is a shrinking violet unless
you think you can draw that person out in a meeting setting. If your board engages in a lot of
productive conflict, be wary of ego-laden candidates who talk over other people and aren’t
great listeners. If you like your board to connect directly with senior executives on a regular
basis, be wary of overly formal or hierarchical or political candidates who might scare off
your management team.

“If you want to create a board that can make a big impact you
should put at least as much time and effort into identifying and
recruiting board members as you do a senior executive.
Finally, when selling a candidate on joining your board, above all else, be honest about
yourself and about your company and where both need help. There are no secrets in
a board and surprises will nearly always set you back, tarnish your credibility, and make
it more difficult to create a vibrant board that makes a big impact in your company’s
performance. Much better to tell the incoming director “we need help with product-market
fit” or “I need to work on my own written communication skills” than to have the director show
up on the other side of the recruiting process surprised at things like that!
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CHAPTER 7

How to Onboard Directors,
Especially First-time Directors
I’ve written a lot in the past about how to successfully onboard new employees and
senior employees in particular. I’ve often said that the hiring process doesn’t end on the
employee’s first day. The same goes for new board members -- you have to take their
onboarding as seriously as you take their hiring process.
The good news is that, if you have a hiring process that looks anything like mine, you’ll have
done a few important things before the new director’s first official board meeting. They’ll
have met with every other board member, and with you multiple times. They’ll have met
with one or more members of your executive team. They’ll even have attended a board
meeting as an active observer, with you prepping them and reviewing your materials and
financials ahead of time.
Foundry Group partner and long-time CEO Chris Moody sent around some best practices
for onboarding a board member that emphasize this last point well:

“

Make sure the new person is fully ramped on the financials before attending
the first meeting as an official board member by walking them through the
financials line-by-line. This isn’t just about reviewing the board deck in advance,
but giving the new member an opportunity to ask dumb/basic questions before
the first meeting.
Chris Moody

There are a few other best practices when onboarding directors that can happen either
prior to the person’s first meeting or in the person’s first 90 days on the board. These come
from a mix of my own experience and various blog posts from Brad Feld and Fred Wilson,
and from Brad Feld and Mahendra Ramsinghani’s book Startup Boards. These points are
valid for onboarding any director but ESPECIALLY useful if onboarding a first-time board
member.
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Onboarding Your Board - Best Practices
01.

Give the new director a “Board Buddy.” This should be someone other than you.The
“Board Buddy” is a fellow director who can be the person at the other end of the
Batphone when they have a question they don’t want to or don’t feel comfortable
asking you.

02.

Get 1:1’s scheduled. Make sure your new director has a 1:1 meeting with every
senior executive in the company -- or at least those with whom the board has
regular interactions. Building those personal relationships will help the new director
understand multiple perspectives on the company and extend the director’s
impact on the organization.

03.

Get in the weeds with them. Besides reviewing financials, either you or your CFO
(or even your lawyer) should spend a few extra minutes with the new director to
familiarize them with the legal structure and capitalization of the company and
the current business model. If the person is a first-time director and has never
attended any formal director/governance training, invite them to spend a few
minutes with your lawyer to understand a director’s fiduciary duties.

04.

Prep an On-Boarding kit. If you’re a more mature company, you can have
someone on your team help compile a formal board orientation package with
org charts, bios of execs and other directors, contact information, and past board
minutes.

05.

Encourage face time. If possible, invite the director to spend a day or two at the
company’s office, wandering around, meeting other employees, and attending
an executive team meeting or all-hands meeting (some of which can be done
remotely as well).

06.

Touch base periodically. Check in more formally with the new director after their
first couple of board meetings to get feedback on you, the company and the
meeting. During these check-ins, give any feedback on how they are showing up
as a director if you have it, and make sure they understand all the issues that you
care about and that were discussed and don’t have any lingering questions.

All of this will be an immense help in getting your new board member up to speed on
the business from the get-go. By taking board onboarding as seriously as you take your
executive hiring process, you’ll derive more value out of each board meeting, strategic
conversation, introduction, and negotiation that takes place.
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CHAPTER 8

How to Compensate Independent
Directors
“Wait. I have to compensate board members?” Yes, that’s right, compensation is expected
and right now it’s a bit tricky, but there are several elements of a compensation package you
need to know about for an independent board member.
Historically, there hasn’t been a repository of available data about board compensation,
and that’s why we’re conducting a broad Board Benchmark survey on behalf of Bolster. Our
hope is that, by providing visibility and transparency into aggregated, anonymized private
company board data, we’ll equip all CEOs to better understand how their boards stack up.

The Bolster Board Benchmark Survey
Launched in 2020, the Bolster Board Benchmark is a first-of-its-kind study of
private board composition, compensation, and diversity. This survey aggregates
thousands of data points from hundreds of companies, giving CEOs visibility
into how their own boards stack up. By contributing data about your company
and your board of directors, you’ll receive access to the results (and a custom
dashboard to compare your board across other cohorts) -- all at no cost to you.
How to participate: Click here to start the Board Benchmarking Survey

Compensation trickiness aside, in this chapter, I will lay out the elements of the package and
the types of conversations you need to have with a new director as well as some thoughts
on specifics.

Who Gets Compensated
First things first. In the world of VC-backed, private, early stage startups and scaleups, there
should be zero board compensation for management directors (beyond their regular
executive comp package and equity). There should also be zero board compensation for
investor directors (cash or equity). The only time I’ve ever heard of this is when PE firms come
into deals, either as minority shareholders or control investors. Beware of this. If they are

How to Build Your Board

34

coming into an existing syndicate as a minority shareholder and ask for a director fee, tell them
no, that is not your model. If they buy a controlling interest in the company, it’s their money, not
yours -- but find this out ahead of time. It’s a red flag in my book that your new owner, who is
already making a lot of money on management fees from their LPs, feels compelled to take
more money out of your operating budget for doing their job.
Here are a few other elements on board compensation to consider:
•

D&O insurance. Insurance Isn’t exactly a director compensation point, but make sure you
have current and ample D&O (Directors & Officers) insurance and let new directors know
what that coverage looks like. It’s best if your D&O insurance also covers board observers.

•

Cash. Cash is king in startups, so it would be a very unusual practice for a startup to pay
directors cash compensation (see above on management and investor directors -- but
this is true of independent investors in terms of cash compensation). I’ve heard of that
happening once or twice, ever. If a director candidate insists on cash compensation,
you have three choices: (1) say no; (2) agree but tie the cash to specific consulting
deliverables; or (3) agree to the demand -- but you’d better be sure this director is in the
0.01% of top directors in the universe -- and reduce the equity component of the offer. My
strong preference is (1).

•

Equity instrument. The standard equity instrument for directors is Non Qualified Stock
Options priced at fair market value. But if your company gives Restricted Stock or
Restricted Stock Units, you can offer those as well -- think of a board hire the same
way you’d think of an executive hire in this regard. You want to pick an instrument that
optimizes tax treatment if possible.

•

Vesting period. As I wrote earlier,I am a strong proponent of doing smaller, shorter vest
option grants, at least for early stage companies whose needs are very dynamic. I’d
suggest grants of 1-2 years. You can always renew a director’s term and give a new
grant down the road. If you are later stage and are certain you’ll want a director for the
long haul, there’s nothing wrong with doing a 4-year grant but even then, you get more
flexibility with multiple shorter grants.

•

Vesting terms. For directors, I always give 100% vesting on Change of Control. While this
can lead to a windfall sometimes, directors will get fired 100% of the time when you sell the
company, so there’s no reason not to be generous with them on this point.

Amount of equity. This is, of course, the money question, and we invite you to participate
in Bolster’s Board Benchmark study for access to the latest results. In the meantime,
though, I will reprint the relevant portion of Fred Wilson’s blog post on Independent Director
Compensation below:
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“

For compensation, I like to use an annual amount of $100,000. That is
substantially less than public company directors make (which is more
like $200,000 per year) [Note from Matt - I have heard this number as
high as $400,000/year], but being a public company director is more time
consuming and exposes a director to more liability. So I feel like $100,000 a
year is reasonable compensation for a private company director. The spread
between private company board compensation and public company board
compensation narrows as a Company gets closer to being public.
Private company directors are usually compensated in stock, not cash.
I like to use the following approach for stock based compensation:
•

For companies valued below $40mm enterprise value, pay an independent
director 0.25% of the Company per year served on the Board.

•

For companies valued above $40mm of enterprise value, pay an
independent director a percentage of the Company per year served equal
to ($100k/enterprise valuation). For example, if your Company is worth
$100mm, then you would pay 0.1% per year served ($100k/$100mm).

•

It is typical to make a “front-loaded” grant of four years of value and vest
it over four years. So in this second example, where the Company is worth
$100mm, the independent director would be granted an option for 0.4% of
the Company, worth $400k, and vest that over four years.

•

However, for very early stage companies where the annual grants are quite
large (0.25% per year), it is more common to make those grants annually
so that the dilution from these grants comes down as the Company’s value
increases. That said, front-loaded four-year grants are made for directors of
early-stage companies as well.
Fred Wilson

For an even more granular look at market data for board compensation, I encourage you to
participate in our Board Benchmarking Study for access to our tool that lets you interactively
compare your results by other cohorts.
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CHAPTER 9

How to Build a Director Bench or
Advisory Board

Advisory Boards can be great sources of help for entrepreneurs. They can also be great
things to participate in for people who want to understand and become involved in startups.
And while the potential is there for entrepreneurs and others to create a win-win, advisory
boards can be incredibly frustrating!
I did a terrible job with formal advisors at Return Path and I am trying to learn from that
experience and do things differently at Bolster. At Return Path, I threw a small option grant
at a large number of people -- probably over a dozen -- in the hopes that that would make
them more likely to take my phone calls if I had questions for them and more likely to think
of and refer talent and customers to us. With maybe one or two exceptions, this was a
complete and utter waste of equity and effort.
At Bolster, I’m trying the opposite approach. I have a very small number of advisors, and
all of them invested in the company, so they have skin in the game. Unlike my Return Path
advisors, the Bolster advisors are all deeply relevant to everything we are doing. I’m also
being much more intentional and proactive in interacting with the Bolster advisors. I’m
trying to work with them systematically, either 1:1 or in groups, and I’ve charted out all their
strengths and areas where they can contribute. I’m tracking when I talk to them and what
I talk to them about. I’m introducing them to members of my leadership team. And we are
getting a ton of value out of the relationships already, only a few months in.

Tips on Building Advisory Boards
• Think of it as a shadow Board of Directors.
If you are building an Advisory Board, the best thing you can do is to think of it as a
shadow or parallel Board of Directors. In fact, a number of CEOs I know think of their
advisors as their bench or training ground for future board members. It’s a great
place to try out someone as a potential director and get to know them.
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• State a clear purpose.
Figure out what kind of Advisory Board you want to build — is it one that functions
as a group, or is it one that’s a collection of individual advisers, and a Board in
name only?

• Manage expectations.
Clarify the mission, role, and expected time required from advisers on paper, both
for yourself and for people you ask.

• Pay up.
Be prepared to pay for people’s time somehow (see more on this below).

• Staff the bench deliberately.
Figure out the types of people you want on your Advisory Board up front, as well
as a couple of candidates for each “slot.” For example, you may want one financial
adviser, one industry adviser, one seasoned CEO to act as a mentor or coach, and
one technical adviser.

• Aim high.
Ask the absolute best person you can get introduced to for each slot. People will
be flattered to be asked. Many will say yes. The worst they will do is say no and
refer you to others who might be similarly helpful (if you ask for it).

• Keep up communications.
Work your Advisory Board up to the expectation you set for them. Make sure you
include them enough in company communications and documents so they are
up to speed and can be helpful when you need them. Treat them as much like a
Board of Directors as you can.

In Startup Boards, Brad Feld and Mahendra Ramsinghani have a great table and description
of the differences between an Advisory Board and a Formal Board:
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Formal Board

Advisory Board

Appointed By

Investors and
shareholders

CEO and
founders

Engagement

Defined by term sheet and
financing rounds; regular
board meeting and annual
shareholder meeting

Defined by CEO; as needed
and lumpy; often intense
around certain key events

Bound by formal duties
of care and loyalty

Bound by simple
agreement

Proactive and hands-on;
Can fire the CEO

Reactive and
supportive

At least until the
next financing round

Can be permanent
or fluid

To all shareholders

To the CEO or founder

High; financial, reputational,
legal, and career risks

Low; little or
no skin in the game

Duties

Actions

Term

Responsibility

Interests

Attributes of a Useful
Advisory Board Member
Brad Feld and Mahendra Ramsinghani

“

While some attributes of a useful advisory board member will overlap with a good board
member, an advisory board is fundamentally different than a board of directors. The board
of directors works for all shareholders, while the advisory board typically works only for
the CEO. Following are some of the things a useful advisory board member will bring to the
table:
Ability to complement the formal board member and investor skills and mindset. It’s
important that an advisory board member understand that they are playing a different role
than a board member.
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Long-term commitment. Creating a successful company takes a long time. While advisory
board members can have short-term impact, they are much more effective if they have a
long-term view to the development of the company.
Creative thinking. Rapid response is critical—CEOs will be looking for specific help from
advisory board members, and responses beyond a few days will be useless. Emotionally
stable and positive attitude. The CEO already has enough pressure from all areas of the
business. The advisory board can be a safe, comfortable place for the CEO to explore
specific issues and get direct advice and feedback.
Can invest some cash in the company and have skin in the game. Upfront Ventures partner
Mark Suster writes in his blog, “Even getting $10,000 out of someone who’s already a
millionaire and super successful gets you emotional buy in. Therefore, you’re more likely to
get value.”

Selecting Advisory Board Members.
In his book The Four Steps to Epiphany, Steve Blank suggests that a startup
should recruit five different kinds of advisory board members at various stages
of a company’s evolution.
01. Technical: Offers product development advice.
02. Business: Offers business strategy guidance.
03. Customer: Offers direction on product features/value proposition.
04. Industry: Brings domain expertise.
05. Sales: Counsels on sales tactics and demand creation.

I’d add to that list other things like HR, privacy, and diversity, but the point is that you have
much greater latitude in choosing the key skills that make the most sense for your company
and your challenges.
Blackberry vice president T. A. McCann suggests that you start by identifying the skills you
need to be successful as a business. Then list the skills of your founders and your board
members. Use the information to determine where you have gaps, and add advisory board
members who fill in those gaps. In cases where your investors have little or no domain
knowledge about certain aspects of your business, an advisory board can be a huge asset.
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Adam Rodnitzsky, ShopperTrak’s director of product marketing, says, “We were engaging
with the customers and knew much more about the space than anyone—the founders
were the de-facto experts. But enterprise sales were our weakness. To address that, we
got an adviser who knew all the challenges involved in the constellation of enterprise sales
decision making. We had no appreciation for these challenges, but our adviser was a
tremendous asset.”

Challenges of Advisory Boards
While an advisory board can be helpful, it can also have dynamics that are dysfunctional,
either at the specific adviser level or at the overall advisory board level. For starters,
advisers might be excellent contributors as individuals, but not as a fully integrated
functioning group. IronPort Systems co-founder Scott Bannister says, “At IronPort we had
advisers, but not an advisory board. One adviser actually came to most board meetings
despite having no seat, observer or otherwise. Another provided management and HR
advice to the CEO. And we encouraged executives to have their own advisers as well. I
think this works better than thinking of them as a board of any sort.”
Advisory board members will have different levels of individual engagement. As founders,
you have to define your expectations and make sure the advisory board member shares
this. Many advisers sign up with immense enthusiasm only to vanish after the stock option
agreements have been signed. Be clear on expectations, time commitments, and how
you measure the advisory board members’ contribution. Make sure you understand any
conflicts in advance. Great advisers will often be engaged with multiple startups. This can
generate conflicts with regard to time, attention, or confidentiality. Advisers who function
with high integrity will maintain confidentiality and respect your ideas, while others will
be less careful. It’s your duty to understand these conflicts before you sign them up. As a
founder or CEO, you have many competing priorities. While having an advisory board may
be useful, make sure you are committed to spending the time to cultivate and maintain the
relationships. In the absence of your attention, the advisory board can turn into simply a list
of names on your web site.
Brad Feld

Mahendra Ramsinghani

Believe me, I know from first-hand experience that if you don’t manage your advisory board
well, you’ll get no value from it. But when it goes well...it can be immensely helpful. It’s much
easier to have an informal relationship with an advisory board member since you’re not
constrained by governance, by-laws, and other policies and procedures.
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CHAPTER 10

How to Evaluate Your Board

So far in this Ebook, we’ve covered common board structures and best practices in hiring
and compensating your board of directors. Our last chapter is about board evaluation and
performance.
Do you evaluate the performance of your board? If not, you should! A lot of CEOs think it’s
pointless to give board members any feedback, but failure to do so is just as big a miss as
failure to give your staff feedback or failing to ask your staff for feedback. How else are they
going to understand where they’re serving you and the company well and where they’re
not? A lot of CEOs are also reluctant to give board members feedback. The board may be
your boss, but remember that (more often than not), you’re the leader of the board.

“Don’t forget: As a CEO, the board may be your boss,
but you’re the leader of the board.
Running a board feedback process need not be lengthy or cumbersome. If a board is
healthy, it doesn’t even have to be run all that often. There’s nothing magic about an annual
process. It could easily be every 6 or 8 or even 12 quarters.
I developed a survey years ago built on the work of the legendary, late Bill Campbell (with
Bill’s permission to do so and to distribute it). At Bolster, we’re incorporating this survey as
part of our CEO tool set as a nice complement to the Board Benchmark application. I won’t
give away too much of it here, but the idea is to do two things:
01. Have all board members evaluate the functioning of the board as a whole,

and
02. Have all board members give feedback on individual board member

performance to all other board members (more of a 360).

How to Build Your Board

42

The Upside of Board Feedback
I’ve run this kind of process a few times over the years on my own board to great effect. At
least one time, it became clear that we had an underperforming board member -- and
that while every board member knew it, no one was willing to speak up about it. The survey
data empowered me to have the tough conversation and move that person off the board.
A second time, the survey results just made it clear to me that I wasn’t doing a good enough
job engaging the board on some key topics, which caused me to rethink my whole board
operating system and drive some positive change there.
The report-out and ensuing discussion also don’t have to be particularly formal or difficult.
I just include our survey’s results, with my commentary, as part of our executive session
materials for the following board meeting and I moderate a discussion of the results and
commentary at the meeting’s executive session. If I had a major problem or disconnect in
the survey results, I might handle it differently. For example, I might have the conversation
facilitated by another director or by an outside facilitator or coach.

Structuring a Board Survey
The sections of the full board survey (each of which has 3-5 specific
questions in it) are:
•

Issues: Is the board working on the right things?

•

Culture: Does the board work openly and in a rigorous way?

•

Process: Does the board have the right number of meetings, good
agendas, good clarity of role?

•

Information and resources: Are meeting materials good?

•

Committee structure and performance: Are committees operating as
they should?

The sections of the full board survey (each of which has 3-5 specific
questions in it) are:
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Engagement

•

Constructive Feedback

•

Governance
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The Bolster platform will include some or all of these two wonderful frameworks from
Startup Boards that Brad Feld and Mahendra Ramsinghani created, which I showed in earlier
chapters, and they’re good enough to show again here. This first one is one I’ll add into the
full board survey:

Startup

Revenue

Growth

Role of Board Member/
Company Needs

Working/
Active

Shaping/
Nurturing

Governing/
Monitoring

Customer Discovery
& Market Development

High

Moderate

Low

Product Development

High

Moderate/High

Low

Sales & Marketing

High/Moderate

High

High

Finance &
Operational Controls

Moderate/Low

Moderate

High

Human Resources

Low

Moderate

High

Strategy

High

High

High
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And this second one is more for the director-specific feedback:

Skills

Great

Fair

Terrible

Entrepreneurial

Has started several
companies and hired A
players. Knows all about
customer discovery and
validation. Can surround
herself with giants.

Worked with larger
companies. Has a
consulting or other
background that is not
an obvious fit.

Has fantasized about
startups but has never
been remotely involved
with one. Unable to
prioritize or deal with
ambiguity.

Domain
Expertise

Has hands-on
experience in building
products in similar
markets.

Market awareness via
secondary sources.
Lacks depth, but may
have potential.

Knows the obvious. Asks
random and annoying
questions like “What’s
your mobile strategy?”

Business
Development

Has developed a value
proposition, a sales
pitch for a new product
in an emerging market,
identified early adopters,
closed order, and
generated revenue.

Worked with larger
companies. Has a
consulting or other
background that is not
an obvious fit.

Has fantasized about
startups but has never
been remotely involved
with one. Unable to
prioritize or deal with
ambiguity.

Financial

Has raised multiuple
rounds of captial leading
to a successful exit.
Generated returns for all
stakeholders.

Understands financials
but has not raised
capital, dealth with
venture capitalists
(VCs), sold a compnay,
or taken one public.

Thinks a balance sheet
is used while doing the
downward-facing dog
yoga pose.

Legal

Understands contracts
and legal and regulatory
guidelines around
finance, taxation and
employment.

Demonstrates baseline
business judgment
acumen. Has never
been sued.

Does not realize what
can land you in jail.
Naive.

The one thing I’ve never done with a board feedback process is ask members of my
executive team to evaluate the board. That would be even more of a 360. Quite frankly, it’s a
good idea that I’ll incorporate in the future.
In an earlier chapter, I said that everybody needs to be accountable to someone, and
the board does that for the CEO. The corollary to that is that everyone needs measured
feedback on their performance or contribution to the company’s goals. A well thought-out
survey can provide valuable information for you and your board and do that in an objective
way. So, don’t avoid evaluating your board, embrace it!
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Conclusion
I’ll end this Ebook where I started it. Boards are tricky things, and they’re the one aspect
of a CEO’s job that’s truly unique and really hard to learn until you experience it yourself.
Hopefully the content here has been helpful to you about the first of two aspects of the job
-- how to build and lead a great board. I’ve also written a lot more about how to lead a board
in a whole section of Startup CEO, and I’ll update some of that content and bring it back into
focus in the near future. I’d also recommend reading Brad and Mahendra’s Startup Boards
book if you’re new to this part of your job.

If I can leave you with one thought about your board, it’s this: building and running a great
board is like tending a garden. It needs constant attention, care & feeding, and at times,
pruning. View your board as your company’s secret weapon and its members as your inner
circle. Build it carefully with not just “great” board members, but with a diverse set of board
members whose expertise you need right now and who can productively challenge you to
think differently. If you can proactively build your board you’ll do a great service for yourself,
your team, and your shareholders.
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About the Author

My name is Matt Blumberg. I am a technology entrepreneur
and business builder based in New York City who started a
new company called Bolster in 2020.

Bolster is an on-demand executive talent marketplace that helps accelerate companies’
growth by connecting them with experienced, highly vetted executives for interim,
fractional, advisory, project-based or board roles. Bolster also provides on-demand
executives with software and services to help them manage their careers as independent
consultants and provides startup and scaleup CEOs with software and content to help
them assess, benchmark and diversify their leadership teams and boards. We are creating
a new way to scale executive teams and boards.
Before that, I started a company called Return Path, which we sold in 2019. We created
a business that was the global market leader in email intelligence, analyzing more data
about email than anyone else in the world and producing applications that solve real
business problems for end users, commercial senders, and mailbox providers. In the end,
we served over 4,000 clients with about 450 employees and 12 offices in 7 countries. We
also built a wonderful company with a signature People First Culture that won a number of
awards over the years, including Fortune Magazine’s #2 best mid-sized places to work in
2012.
Early in my career, I ran marketing and online services for the iconic MovieFone/777FILM. Before that — I was in venture capital at General Atlantic Partners and a consultant at
Mercer Management Consulting. And I went to Princeton before that.
I write a blog called OnlyOnce, named after the phrase coined by my long-term board
member and friend Fred Wilson, “You’re Only a First-Time CEO Once,” and I turned that
blog into a book called Startup CEO: A Field Guide to Scaling Up Your Business, which was
published by Wiley in 2013 and updated in 2020. Startup CEO has a lot of board-related
content that goes deeper than what’s in this Ebook around specific best practices for
leading a board.
I’ve served on about a dozen boards -- corporate, nonprofit, advisory, and community. This
Ebook, and the related one for executives looking to get on their first board, represent a lot
of the learnings I’ve gotten from those board experiences over the years.
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About Bolster
Bolster is the marketplace to connect high-growth companies with trusted and flexible
executive talent. Our platform matches executives with startup and scaleup CEOs based
on each company’s unique needs and each executive’s unique experience. Our services
engage our communities of executives, give executives the tools they need to manage their
business or consulting practice, help CEOs understand the scalability of their executive
teams and boards, and enable investors to seamlessly connect their networks to their
portfolio companies.

The Bolster Board Benchmark
So how is Bolster helping startup CEOs change the game with respect to boards? We are
doing three things.
First, as you know, what gets measured gets managed. Our first-of-its-kind Board
Benchmark application will soon produce an industry standard set of data around
private company boards. You can’t find data on private company boards but we’ll soon
have important data like : size, composition (independents/management/investors),
independent director compensation and diversity (gender/race-ethnicity/age). This will
help answer questions that I know I have had many times over the years as a CEO such as:
•

“How big should my board be at this stage?”

•

“How many independent directors should I have?”

•

“What is the right profile of an independent director?”

•

“How many options should I give a board member?”

The Bolster application is open now to any company who creates a free Bolster account.
It will tell us all a lot about the baseline across the ecosystem, and it will answer a lot of
questions startup and scaleup CEOs have but can’t get answers to.
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