
 
TOP TEN TAKEAWAYS 

Private Company Corporate Governance Best Practices 

 

Tips for Transitioning from a Founder Culture to a Board-Driven Culture 

1. Set expectations. 

At early stages, founders have only been accountable to themselves. Whether in private 
equity or venture capital, communicating plans and challenges to the founder up front will 
ease the transition.  

2. Establish clear roles and communication practices. 

To avoid confusion and keep the company’s growth on track, founders need to know how 
they should communicate with the board—not just in meetings, but in general.  

3. Venture capital firms should work especially closely with the founder. 

Venture capital founders are new to this process, and the best firms will educate them. Some 
founders are very skilled at starting a company, but do not know how to manage a growing 
number of employees. If the firm does not believe the founder is the best person to run the 
company, the firm should discuss that plan with the founder early. Many firms use a third 

party to manage this process.  

4. Balance the founder’s happiness with the board’s plan. 

A founder’s expertise is often a large part of the value of the company and the investor’s 
equity. The key is to keep the founder’s vision and involvement, but transition it into a more 
clearly defined structure.  

Diversity is Key 

5. Investors expect board diversity. 

Investors, including proxy firms, BlackRock, and large investment funds are increasingly 
demanding that companies increase their diversity in terms of gender, race, and other metrics. 
Increasing the diversity of your board will ensure that you attract the greatest number of 
investors, employees, and business partners.  

6. Diversifying a board with outside thought is a value add. 

Private company boards should diversify not just because of outside factors, but because it is 
good for business. Multiple studies show that board members with diverse experiences and 



 
backgrounds generate a higher level of performance and long term value creation. Avoid 
“breathing your own fumes”—bring in outside fresh thought to succeed. 

 

Don’t Overlook Succession Planning 

7. It’s never too early to plan.  

Managing a succession presents one of the biggest risks for private companies. It is 
extremely important for private companies to identify short-term and long-term plans. 
Successions take much longer than companies and boards think. If companies are not ready, 
outside investors will take value from that failure.  

8. Invest in leadership development. 

Identify key goals, milestones, and measures for evaluating internal and external talent to 
create your succession plans. Developing younger talent is also important. Not everyone is 
expendable; not everyone is immediately replaceable.  

9. Venture capital firms do not have the luxury of developing expansive plans, but 
there are things they can do. 

Failure is tolerated more in the venture capital world than it is in the private equity world. 
And while founders are encouraged to take risks without the fear of termination, founders 
sometimes leave companies for other roles or unforeseen reasons. Therefore, founders and 
venture capital investors should still work together to identify successors in case something 
happens.  

10. Boards can limit succession crises by understanding the cultures of their companies.  

Boards say succession planning is more important than ever because crises happen more 
often in today’s world. But many of those situations can be prevented. Private company 
directors often admit that while they have a high understanding of the tone at the top of the 
company, they have a much lower understanding of the culture and behaviors of mid to lower 
level employees of the company. If a board does not understand its company’s culture, it will 
struggle to identify and eliminate problems before they turn into an unplanned succession.   

  

 


