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NEXT LEVEL

AN EFFECTIVE BOARD OF DIRECTORS 
HELPS PRIVATE COMPANIES IMPROVE 

THEIR PERFORMANCE

A D V E R T I S I N G  S U P P L E M E N T

WHILE A BOARD OF DIRECTORS CAN HELP BUSINESSES NAVIGATE CHALLENGES AND 
IDENTIFY OPPORTUNITIES, MANY BUSINESS OWNERS ARE RELUCTANT TO ESTABLISH 
ONE OR ARE UNAWARE OF ITS POTENTIAL BENEFITS. THE MILWAUKEE BUSINESS 
JOURNAL RECENTLY CONVENED A PANEL TO DISCUSS HOW A BOARD OF DIRECTORS 
CAN HELP COMPANIES LARGE AND SMALL, WHEN A COMPANY SHOULD CONSIDER 
ESTABLISHING A BOARD, WHAT COMPANIES SHOULD CONSIDER WHEN SETTING UP 
THEIR BOARD AND THE CHARACTERISTICS OF A GOOD BOARD MEMBER.  
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MODERATOR: WHAT ARE THE 
INDICATIONS THAT IT’S TIME FOR 
COMPANY OWNERS TO SERIOUSLY 
CONSIDER ESTABLISHING A BOARD OF 
DIRECTORS?
JOHN MOSTOFI: If you are thinking 
about a fi duciary board, the most 
appropriate time is when you go public. 
Advisory boards are typically formed 
when the business owners feel they 
aren’t getting enough input to drive the 
company forward. The reason very few 
businesses make it to the third generation 
I because the company becomes too 
insular. 
CRAIG SCHIEFELBEIN: I would say 
the right time for a board is at the post-
incubation level, especially for advisory 
boards. One of my regrets is not pushing 
harder to get an external board for our 
organization sooner than we did. There 
was a concern that we would have 
to spend a lot of time educating the 
board so we delayed doing it. Once 
we did, however, we realized the great 
value it brought. Boards are valuable 
because they make management 
more accountable, which improves the 
performance of the organization.
TONY HANDZLIK: One of the main 
times private companies establish 
boards is when the founders come to 
the realization that they’ve taken the 
company to a certain level but can’t get 
the company beyond that. Maybe there’s 
not enough discipline on the management 
team because they are friends and 
family. Aging founders may have younger 
children coming into the business and 
they want a board to mentor them. 
MODERATOR: YOU MENTIONED TWO 
TYPES OF BOARDS – ADVISORY AND 
FIDUCIARY. HOW DO THEY DIFFER 
AND HOW DO A COMPANY’S OWNERS 
KNOW WHICH IS BEST FOR THEM?
MOSTOFI: A fi duciary board is a formal 
board that makes sure the company’s 
mission is being carried out and that value 
is being returned to the shareholders. The 
board hires and fi res the CEO and sets 
his or her compensation and performance 
metrics. Advisory boards don’t set CEO 
pay and they can’t fi re the CEO. They are 
more of a resource or sounding board 
where CEOs can air out things that are 
on their minds. They also can provide 
technical or market expertise. 
HANDZLIK: While there are two types 
of board structures – fi duciary and 
advisory – there is a wide variety in the 
way boards function. They range from 
passive advisory boards that get together 
for a few drinks to basically bless the 
decisions the owner has already made, to 
operating boards that are fully engaged 
with the company. Most of the time, 
private companies start with advisory 
boards because they are less formal. 
Public companies have fi duciary boards 
because they are required to. 
LINDA GORENS-LEVEY: In addition 
to fi duciary boards and advisory boards, 
you can have hybrid boards where the 
family controls the board, but it also has 
outside directors. Board needs change as 
companies grow. You see advisory boards 
in startup and early-stage companies and 
more formal boards in mature companies. 

The types of board members you need 
also changes. What you are looking for as 
a start-up is different than what you are 
looking for as a mature company. 
SCHIEFELBEIN: Different types 
of boards serve different purposes. 
The number of shareholders and the 
complexity involved in the organization 
determines the type of board you need. 
MODERATOR: CAN YOU CONVERT 
FROM ONE TYPE OF BOARD TO 
ANOTHER?
MOSTOFI: That typically happens when 
companies go from private to public. For 
the most part, private companies stay 
with the advisory board model and public 
companies use the fi duciary model. I can 
only recall one instance where a private 
company became so signifi cant that they 
went to a full fi duciary board. 
HANDZLIK: We’ve seen some private 
companies switch from advisory to 
fi duciary boards when the succession 
planning starts to go down different 
branches of the family. They want a 
more formal board of directors to ensure 
good representation among the diverse 
family groups, and they bring in outside 
directors who can serve as a buffer 
between confl icting family members. 
MODERATOR: WHAT CAN YOU DO TO 
MAKE SURE THAT, AS A CEO, YOU GET 
THE MOST OUT OF YOUR BOARD?
HANDZLIK: The fi rst thing you need 
to do is determine what kind of board 
that you want – passive, engaged 
or an operating board? Then, you 
should identify the weaknesses in your 
management team and build your board 
around those.    
SCHIEFELBEIN: You get out of a board 
what you put into it. The most effective 
boards I have served on have been 
provided with really good decisional data. 
Without that, it’s just politics. Effective 
boards also get the management 
involved. They require them to prepare 
presentations and reports for the board 
meetings. That process alone improves 
accountability and performance.
GORENS-LEVEY: Communication 
and information are critical to making 
good decisions. You want a board that 
allows people to participate and give 
honest feedback. The board has to meet 
regularly. It also needs to be effi cient and 
well structured so that it makes the best 
use of everyone’s time. 
MOSTOFI: The construction of the board 
is very important. The most successful 
boards are diverse, which means they 
accurately represent the makeup of the 
company’s client base, its shareholders 
and its employees. The board’s challenge 
function is critical to helping a CEO 
think through decisions, so you want 
to make sure you have good, diverse 
representation that provides a good voice 
at the table for everyone.
GORENS-LEVEY: There is a heightened 
awareness of the need for diversity. There 
is a lot of literature showing that if 30 
percent or more of a board is represented 
by women, the company’s profi tability will 
be enhanced.  
MODERATOR: HOW DO YOU RECRUIT 
POTENTIAL BOARD MEMBERS?
HANDZLIK: Target people based on your 

needs. 
GORENS-LEVEY: It varies and it’s 
changing. Companies fi nd candidates 
through their social and professional 
networks. They use search fi rms that have 
board search capabilities. The Greater 
Milwaukee Committee and Milwaukee 
Women Inc., which is committed to 
increasing the participation of women on 
board of directors, have lists of potential 
board candidates.   
SCHIEFELBEIN: Most corporate boards 
are still determined by relationships, but 
it is changing and there are a number of 
board-recruitment fi rms. You should make 
your selection based on the competency 
of the candidate and your specifi c needs.
MOSTOFI: I agree. The key is to fi nd 
competent people.
MODERATOR: WHAT SHOULD YOU 
LOOK FOR IN PROSPECTIVE BOARD 
MEMBERS? HOW IMPORTANT IS THAT 
THEY YOU’RE YOUR INDUSTRY?
HANDZLIK: I don’t think it’s critical for 
a board member to know your industry, 
but it is critical that they become fully 
educated about the company. When I join 
a board, I want to understand what the 
company is doing and how they are doing 
it. I want the CFO to walk me through the 
income statement so I understand where 
they are getting their revenues, who their 
customers are and how they are sourcing 
their materials. 
MOSTOFI: I think bringing in someone 
from outside your industry can be a plus. 
GORENS-LEVEY: Having a variety of 
backgrounds and perspectives is very 
important.
MODERATOR: WHAT ARE SOME OF 
THE COMMON MISTAKES PEOPLE 
MAKE WHEN SELECTING BOARD 
MEMBERS?
MOSTOFI: It is very important to maintain 
a sense of decorum at board meetings. 
There has to be the ability to disagree 
without being disagreeable, which is 
not as easy as it sounds. So you should 
choose directors who will listen to and 
respect other board members. 
SCHIEFELBEIN: A lot of boards pull from 
a very close network of friends and family. 
That can be a problem because it can be 
diffi cult to respectfully disagree without 
hurting people’s feelings.
GORENS-LEVEY: A homogenous board 
is not a good idea. You need a variety 
of perspectives and backgrounds. You 
want board members who will be a good 
organizational fi t and have the time or 
desire to be active. And keep the board 
small. Large boards can be ineffective.  
HANDZLIK: Don’t set up a board if 
you’re not going to listen to them. You 
want an independent board that will 
challenge you.  
SCHIEFELBEIN: I agree. If you’re not 
going to be coachable, don’t bother 
setting up a board. 
MODERATOR:  ARE TERM LIMITS 
IMPORTANT?
MOSTOFI: I think term limits are very 
important. Companies are dynamic. What 
you needed in 2009 is not necessarily 
what you need in 2019. At a certain point 
in time stasis will set into an organization 
if you don’t force change. Without a built-
in mechanism like term limits to change 

the board, you can end up with some 
issues. 
GORENS-LEVEY: Staggered term limits 
are also important so that there is both 
stability and change. 
SCHIEFELBEIN: Term limits are 
especially important for not-for-profi ts, 
because there is a tendency for people to 
stay on the board for their prestige. You 
need to continually revitalize the board. It 
isn’t diffi cult to have a conversation about 
whether someone should stay on the 
board when you have term limits, but it 
can get awkward if you don’t.
HANDZLIK: If the skillset of the existing 
board members no longer tracks what the 
company needs or will need, there has to 
be change, and term limits can help you 
accomplish that. 
MODERATOR: IS THERE A MAGIC 
NUMBER OF YEARS? 
GORENS-LEVEY: Three-year terms are 
very common. 
SCHIEFELBEIN: You may see two three-
year terms. Or some have fi ve-year terms. 
MODERATOR:  WHAT DOES IT TAKE TO 
BE A GOOD BOARD MEMBER?
SCHIEFELBEIN: Like everything, it’s 
about choice. You have to choose to 
be a good board member. You have to 
choose to tour the facilities and to really 
understand the organization and its 
clients. You have to understand the key 
attributes you bring to the board. And you 
should remember that members of smaller 
boards may have to wear more hats and 
be more active than members on larger 
boards.
HANDZLIK: Being a board member 
takes a lot of work. You have to be 
prepared for the meetings and you have 
to make sure you’re getting the right 
information from the company. 
MOSTOFI: Preparation is a large part of 
it. Set a tone and set expectations. Focus 
on being a solid listening post and a good 
persuader. Bring a sense of pride to the 
company through the actions you take 
and the plans you put in place. People 
will recognize what you are doing and be 
inspired that.
GORENS-LEVEY: You need judgment 
and wisdom, which comes from 
experience with tough situations, 
including failures. Working on some 
restructurings while I was with a hedge 
fund proved to be some of the best 
experience and helped me understand 
different situations. Motivation and 
interest are also important because being 
a director is hard work. You also have to 
be a good listener and have the courage 
to speak up when needed.
MODERATOR:  WHAT ARE SOME OF 
THE UNEXPECTED CHALLENGES THAT 
NEW BOARD MEMBERS TYPICALLY 
ENCOUNTER?
SCHIEFELBEIN: The inability to coach 
the CEO and the diffi culty in getting the 
decision data you need. You have to make 
sure you do a good job of learning about 
the company and its owners before you 
accept the position so that you can avoid 
those problems. 
HANDZLIK: It can be tough if the owner 
is not organized. You have to understand 
the issues facing the company and you 
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have to do what you can to keep the 
board thinking strategically. If you don’t do 
that, you will be just operating on the fl y. 
MOSTOFI: If you are a fi rst-time board 
member, you may have to get used to 
some of the parliamentary procedures 
that are used to structure meetings and 
maintain decorum. And if you are new to 
the table, you have to understand that there 
is a breaking-in or orientation period where 
you spend most of your time listening. 
GORENS-LEVEY: You have to know 
when to talk and when to listen. It is only 
when you are properly oriented to the 
organization that you can provide good 
advice, and you need experience and 
history to become oriented. 

MODERATOR: HOW DO YOU NOW 
IF YOU ARE READY TO MAKE THE 
COMMITMENT TO BE A BOARD 
MEMBER? WHAT ARE BARRIERS FROM 
GOING FROM NON-PROFIT BOARDS TO 
FOR-PROFIT BOARDS?
GORENS-LEVEY: It depends on the board. 
I served on the United Way board, which is 
well run and very robust. Once I did that, I 
knew I was ready for a corporate board. 
HANDZLIK: If you are serving on a non-
profi t board, take an active role and try to 
raise the level of that non-profi t. It will help 
you develop important skillsets.  
SCHIEFELBEIN: Know your capacity. 
Ask yourself if you really have the time to 
take on the responsibility.

MOSTOFI: You have to have the 
confi dence you can do it, and you have to 
treat it like a new job. 
MODERATOR: ARE ADVISORY BOARDS 
COMPENSATED AND HOW MANY 
COMPANIES PAY THEIR BOARDS?
SCHIEFELBEIN: For corporate boards, 
the level of pay is usually in direct 
proportion to the fi duciary responsibilities 
of the board members. For non-profi t 
boards, you not only don’t get paid, but 
there’s an expectation that you can bring 
something to the table. 
HANDZLIK: Advisory boards are often 
paid, which is only right because you 
are tapping into people’s expertise 
and valuable time. The compensation 

should be something that respects their 
commitment to your company.  
MOSTOFI: There should be stipend, 
because a director’s position does come 
with some liability. Board members can 
get sued, and you can rest assured that, 
at some point in time, there will be a 
shareholder who will not be happy with a 
decision you make. 
GORENS-LEVEY: There are risks in 
being a board member and you should 
make sure you understand your exposure. 
But there are also rich rewards in being a 
board member.
HANDZLIK: I agree. I have learned a lot 
from serving on boards. It truly is a two-
way street. 
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A company’s environmental, social and governance (ESG) practices 
have become increasingly important to individuals and institutions when 
making decisions on where to invest. Stakeholders are looking for business 
strategies that include the greater good of the community. 

Research from Bank of America Merrill Lynch shows that diversity and 
inclusion are key drivers of ESG practices that lead to better performance. 
Companies that rank high in ESG attributes present lower risk than other 
companies, based on an analysis of price and earnings volatility for 
public companies. Companies with boards that accurately refl ect their 
customer base and target markets are more likely to outperform their 
peers; companies that show a greater focus on gender diversity actively 
outperform peers in price and earnings. 

A McKinsey Global Institute study found that company earnings, before 
interest and taxes, rose eight percent for every 10 percent increase in 
diversity and gender on the executive team. And, a report from Harvard 
Business Review’s Center for Talent Innovation found that companies that 
paired inherent diversity (race, gender, nationality) with acquired diversity 
(technological literacy, military experience and language skills) are 75 
percent more likely to implement marketable ideas and 45 percent more 
likely to improve market share than companies that don’t.

As businesses of all sizes strive for responsible growth, ESG delivers a 
strategic framework for a path forward.  By understanding factors that are 
material to the success of a business, executives can build an ESG strategy 
that helps capitalize on opportunities, while improving the ethical impact 
a company can make in the long term.
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SIX BEST PRACTICES IN 
SELECTING AND UTILIZING 
YOUR BOARD OF DIRECTORS  

LAWRENCE J. BURNETT, SHAREHOLDER
Reinhart Boerner Van Deuren s.c.

Every successful company should have a board of directors, whether a 
less formal advisory board or a full blown formal governing board. If the 
right board is selected, it can be one of the most valuable tools for your 
business. When determining what type of board is right for your company, 
it is important to have a clear understanding of what your company 
expects from it before putting one together. In selecting and maximizing 
the benefi ts of a board, a company should follow these best practices:
1. Clear Expectations. Board members should have a clear understanding 

of what a company expects from them, particularly independent 
ones, and should regularly evaluate their performance against these 
expectations.  

2.  Independence. The most e� ective board should include thoughtful, 
experienced and independent directors. They should have:

 ■  Experience with management, ownership and/or dealing with 
people;

 ■ An ability to learn the business and its culture;

 ■ An ability think critically and express opinions; and

 ■ An ability to evaluate matters without emotion and bias. 
3.  Diversity. Directors should be diverse in viewpoint, talents, age and 

experience. Human diversity is a huge positive for key stakeholders—
including customers and employees. 

4.  Strategic Focus. A board concerns itself with the strategic direction of 
the business and measures management’s performance—not get mired 
in day–to-day intricacies. Key strategic decisions include, management 
succession, acquisitions, key investment facilities, new products, new 
markets, etc.

5. Preparation and Accountability. Directors should have a clear 
understanding of expectations before taking the position, and be 
prepared to execute on and be accountable for those expectations. It 
is important that: 

 ■ Directors attend all board meetings and come prepared.

 ■ The board becomes knowledgeable about the company, its   
people, culture and industry.

 ■ The board analyze and review company and management   
performance regularly.

 ■ Directors know the company’s risk tolerance and help the   
company manage that risk. 

6. Compensation. Most companies compensate directors, but the amount 
of pay can vary widely. Compensation should be used to send a 
message to directors that they are expected to bring their “A game” 
to the role.

have to do what you can to keep the 
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