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Challenges in Transitioning from a Founder-Driven Culture to a Board-Driven Culture 

Company founders often struggle to “let go” of their companies. In corporate startups, four out 

of five founders are eventually forced out by their boards.1 This creates a struggle between the 

various stakeholders that become involved over time. While all Board members have a fiduciary 

obligation to the Company, interests will vary between private equity and venture capital 

representatives. Understanding and balancing all interests is important for the long-term growth 

of a company as it transitions away from the initial founder-driven culture. 

A Diverse Board Helps Create a Successful Company Culture 

Diversity is important in the boardroom—both in background and in thinking. Boards can 

achieve diversity in thinking by appointing members who are truly independent. From a private 

equity standpoint, there is a value-add in including members with industry experience, rather 

than solely private equity backgrounds. Private equity sponsors may be hesitant to do this 

because they want to maintain control of the Board, but they can ensure control while still 

obtaining the benefit of an independent voice by allocating voting rights accordingly. From a 

venture capital standpoint, an independent director voice can help with fund raising. 

Diversity in background continues to gain increased focus and Boards with diverse membership 

can positively impact a company’s culture. On September 30, California enacted a new law 

requiring certain companies based in California to have at least one woman on their Boards by 

the end of 2019, and two or three by the end of 2021. While that law only relates to public 

companies, there is an increased desire for all Boards to achieve more equality. At the end of 

2017, women held only 22% of S&P board seats.2 People of color held 17%.3 Those numbers are 

rising in public and private companies. 

Succession Planning, Often Overlooked, is as Important as Ever 

The far reaching impacts of social media, and movements such as MeToo, highlight the 

possibility that a company will need to make a sudden change in leadership, in which case a 

succession plan is vital. A good plan adds value to a company, just as the lack of one presents an 

opportunity to the private equity world. Boards also need to be aware of the best legal steps they 

can take if there has been such an event. Equally as important, directors can prevent such 

upheaval in the first place by striving to truly understand the culture of their companies—and 

changing them for the better if necessary.  
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