


Creating an Advisory Board by Dr. Sandi Webster
When I meet with business owners about forming an advisory board for their company, they usually
have the wrong idea about advisory boards – all boards are not the same. The top two common
comments that I hear are regarding the type of board needed and why an owner wants a board.
These comments allow me to assess their need for an advisory board. Owners are not usually skilled
at identifying the type of board they need.

The Two Main Types of Boards
Business Owner: "I don't want anyone trying to take over my company."

Immediately, I understand the concern and know the business owner is unaware there are different
types of boards or combining the two types. There are four types of boards, but we usually discuss
an advisory board or a board of directors:

An Advisory Board

According to Entrepreneur.com, an advisory board is a small group of business professionals who
are selected to help advise a business owner on such issues as marketing, sales, financing, etc.
These individuals are usually volunteers who can guide founders through some hurdles and growing
pains of getting a business off the ground. It is an informal and private board that the business
owner can structure. There should be no worry about taking over your board since you invite
members to participate and the owner is in control. The critical element of an advisory board that
makes it attractive is that it has no fiduciary responsibility.

Form an advisory board when you need expertise not present on your team or in your employees.  It
should complement the management team if you have one. Form a board in the early stages of your
company so that your board can grow with you. They can help you build your business for
exponential growth or sale. Most entrepreneurs form boards when they are looking to sell. By that
time, much scrambling happens to get your business in order. Start building your board at least two
to five years before you want to sell so you can get the complete depth of expertise of your
members. If you formed a board in the early stage, don't be afraid to change board members if they
have outgrown their usefulness in your current phase of business.

For hi-tech companies, private paid boards can be lucrative for the advisor as the company can pay
the advisor in stock options in preparation for a massive round of funding or to be sold. They are
brought on for their expertise and knowledge of a particular market to raise capital. This type of
board also gives the advisor experience with M&A or if the company's exit strategy is an Initial Public
Offering (IPO).

A Board of Directors is a group of people who jointly supervise the activities of an organization,
which can be either a for-profit business, nonprofit organization, or government agency. Such a
board's powers, duties, and responsibilities are determined by government regulations (including the
jurisdiction's corporations law) and the organization's own constitution and bylaws.

The compensation is excellent for public boards; however, you'll need to get educated about
governance and regulations.  There are strict rules around how to run a board of directors; it's a
regulated entity and, as such, you have a fiduciary responsibility to the company – this means a
board member can be sued for giving advice detrimental to the company.  You need to prepare for

http://www.entrepreneur.com/encyclopedia/advisory-boards
https://en.wikipedia.org/wiki/Corporations_law


board meetings and ensure you are available for the prescheduled meetings. Diversity for women
and minority candidates is a current hot topic and action item for most boards.  Board members are
nominated and elected, so friends recommend other friends who look like them, minimizing diversity.

If you are a public company, you must have a board of directors. Larger nonprofits and some private
companies also have a board of directors and many have an advisory board. Different states have
different rules around whether or not an S or C corp must have a board of directors.

Why I Formed an Advisory Board
Business Owner. "I see other people with a board. I think it's cool to have someone to call for advice."

Everyone has their reason for forming an advisory board, but you need to know your "why" to tailor
the board to your needs.

Back in 2002, fresh off our 9/11 layoffs, my business partner, Peggy McHale, and I knew the time
was right for a women-owned marketing and analytics consulting company to create strategies and
deliver tactics for the top financial service, telecom, and insurance companies. We became the
consultants.

Two years in, we were in demand and could no longer deliver all the projects that came our way. It
was time to take the next leap of faith and hire our first employee. I knew it was time to get an
advisory board because we were great at our overlapping expertise, but neither of us had "carried the
bag." We were stuck and tired.

1. We needed a sounding board. We had each other but needed impartial advisors to give us their
business experiences with corporations, who knew how to scale and sell businesses and were
senior leaders globally. The Small Business Administration's Office of Advocacy reports that sole
proprietors account for 2 percent of U.S. small businesses. To whom do they turn for advice?

2. We needed high-level connections in corporations. We dared to believe that we could sell to
Fortune 500 companies. Neither of us came from a sales background; we got projects due to our
reputation with peers in the companies we worked. We could not pick up the phone and ask for
projects like our male counterparts. Our advisory board members had the clout to make
successful phone calls on our behalf. Their reputations preceded them, and when they asked,
doors opened. We still had to prove ourselves after we walked through those doors. We know we
would never have had several of those opportunities on our own.

3. An advisory board gives a small company prestige. When corporations heard that we had an
advisory board, they immediately felt better about doing business with us. It comforted them to
know that seasoned business owners were giving us advice. It made Sandi and Peggy look like a
more prominent company than we were. Knowing that we were "not in it by ourselves" inspired
confidence in others.

4. We needed expert advice in specific areas. We were working ourselves to death. We were hiring
the wrong people. We were organically growing the business. Our revenues increased because
we were the highest billers; therefore, we could not afford to come off billing. We were running
the company at night after leaving our consulting projects. This situation was unsustainable. We
wanted advisors who knew how to guide us on hiring, sales, marketing (yes, we were marketers
but didn't have time to market ourselves!)



● We made a list of experts. We knew the skill set we needed and who had them. They were
our ideal board members.

● We wrote a script. We laid out exactly why these giants should give back to us. Many were
retired and knew us from our corporate careers.

● We picked up the phone and sent invitations. We invited our prospects to come on this
journey with us. We got some yeses, some "not nows," and several "no's." We didn't take any
of the No's personally because we understood that scheduling might be an issue for anyone
still working. Targeting retirees gave us a much higher rate of Yeses.

Our advisory board was instrumental in giving us our CFO. They guided us to a multi-million dollar
enterprise and its sale to a private equity company. They were responsible for the packages we
negotiated for our employees and ourselves. They advised us early to start documenting all our
processes because this wasn't their first rodeo – they knew all the secrets and gave them to us.

A Board Example
Sheri Orlowitz started the nonprofit group, the Council for Federal Cannabis Regulation (CFCR). The
mission of CFCR is to assist the government, specifically federal regulatory agencies, to rethink,
develop, and implement evidence-based cannabis regulations.

Before launching the group, Sheri formed an advisory board to get credibility, identify people
to bring into leadership positions, and help with fundraising. Her advisory board includes
scientists, lawyers, business owners, judges, and doctors – all the influential experts she
needs to help her. The board currently meets monthly, but the four-month-old advisory board
plans to meet twice per year once fully operational. Board members get a weekly newsletter
and press releases to keep them updated.

Form An Advisory Board
Business owners and nonprofits need help. I guide them to take advantage of the free help around
them in the form of retirees who would make excellent board members, give them the accumulated
knowledge that they have amassed, and create a structured environment for your company to
succeed. An advisory board is a win/win for both parties. The owner gets the advice they need to
grow or sell, and the board member receives the satisfaction of being a productive member of
society who uses their wisdom to make the world a better place for others.

Dr. Sandi Webster is the CEO of Sandi Webster LLC, which helps business owners form advisory
boards through an online course, workshops, or a Done-With-You model. Contact her at
sandi@sandiwebster.com or 917-697-8218.
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