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Hire a Strong IPO Compensation 
Consultant Early So You Don’t 
Have to Fire a Weak One Later 

Over the past decade, I’ve averaged three or four pre-IPO client 

engagements a year. Perhaps half of these clients will actually file an 

S-1 and, well, complete a true IPO. This is a nice steady stream of

work and I like the balance: it’s enough activity to stay current on

issues and provide some variety to my bread-and-butter work of

advising compensation committees at publicly traded companies.

Many of my long-term clients were originally (1) pre-IPO clients that 

have stuck with me post-IPO or (2) clients that first approached me 

in the year following an IPO to “fix” various compensation-related  

challenges that the IPO process (and other advisors) created. I’m proud of my retention 

record with companies in the first category, and always appreciative of the opportunity to 

continue to partner on their important executive pay-related work. But companies in the 

second category? Honestly, I’m happy to work with them, but frustrated on their behalf at 

the easily prevented problems I see time and time again, and the challenges involved in 

rebuilding trust in these engagements between the three major players in the compensation 

decision-making process (the compensation committee, the management team, and the 

outside advisor). 

Lessons learned are that weak advisors are made as often as they are found, an ounce of 

prevention is worth a pound of cure, and that compensation is a process—not an event. 

Here’s how the story typically develops: 

Phase One: We Need Some Data! 

Either the pre-IPO management team or the compensation committee perceives the need 

for an outside “market check” of overall pay programs and structure in the year before an 

anticipated S-1 filing. Motivations run the gamut from “the committee want to provide 

investors with confidence that we have good governance processes” to “management 

wants to make sure we’re being treated fairly and have appropriate retention hooks to foster 

management continuity through this process” to “management is quite blatantly looking for 

personal financial optimization via this one-time event.” 
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Company representatives look to outside advisors for assistance in addressing whatever 

their priorities are, and to a large degree will select advisors based on: 

1. Access to representative compensation market data; and 

2. Evidence of experience in “similar situations.” 

I would suggest that these two criteria represent table stakes for many compensation 

consulting firms. We all have access to market data, and we can all provide evidence that 

we have dealt with “similar situations”…especially if we are given the opportunity to define 

what “similar” means! 

Phase Two: Let’s Cherry Pick the Data 

Depending on priorities, the players leverage market data or anecdotal experience to 

support their arguments. 

This is a much easier process if the player in the room who presumably has the most 

subject matter expertise and experience—the outside advisor—opts not to share their point 

of view in order to not make waves, is not given opportunities to share their point of view 

because management or the compensation committee limits the advisor’s access and 

interaction with other players, or simply never has an opportunity to learn relevant facts and 

circumstances because management or the compensation committee limits the advisor’s 

access and interaction with other players. 

In other words, it’s easy to pick over data if the advisor is weak or if one of the other players 

actively works to make the advisor weak. 
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Phase Three: Problems Arise 

These generally come in one of three flavors: 

Issue 
How Weak Advisor 

Exacerbates 
Consequence 

Company is unable to 

maintain management 

continuity and 

engagement post-IPO. 

Focus is solely on market check 

“at time of IPO”, little thought is 

given to what happens next, 

and no effort is made to 

encourage a focus on 

succession-planning.  

Compensation design through the 

IPO may have been overly 

generous, creating wealth that 

post-IPO awards simply won’t be 

able to match, since they are 

subject to the review of outside 

investors. 

Or the compensation design may 

have been so modest that other 

employers are able to poach talent 

that is now viewed as much more 

attractive (they just completed a 

successful IPO!)   

The company has no 

compensation philosophy 

to serve as touchstone 

for addressing future 

challenges. 

Compensation is viewed as an 

“event” tied to the IPO, rather 

than an ongoing “process.” 

Since little thought was given to 

how performance priorities would 

be embedded in incentive plans in 

the years to come or how pay 

ought to be positioned to market, 

the company is ill-prepared to 

evolve the compensation program 

post-IPO—and the management 

team has no reason not to view its 

pay up to this point as “normal.” 

Company has no 

understanding of broader 

executive pay landscape, 

including regulatory 

factors and investor 

perspectives that may 

constrain plan designs. 

Advisor did not take steps to 

make sure the company is 

planning for the future, and that 

the committee and 

management are educated on 

the executive pay landscape, 

the regulatory environment, and 

investor points of view. 

Since little thought was given to 

how outside investors might 

perceive the program (and express 

displeasure if those perceptions 

were negative), or how investor 

influence would change once 

company emerged from EGC* 

status, the company is now in a 

defensive posture. It is difficult to 

make good decisions when you 

have little time to deliberate and 

prior poor decisions have limited 

your alternatives!   
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*Most technology and biotech IPOs qualify for “emerging growth company” (EGC) status 

which allows for more limited pay disclosure and no say-on-pay ballot item, minimizing the 

influence of proxy advisors—but companies must be prepared for eventual graduation from 

EGC status. 

Phase Four: Find Someone to Blame 

Of our three major players (management, the compensation committee, and the outside 

advisor), I think we can make a good guess as to which is the most easily replaceable. And 

honestly, the outside advisor should shoulder the lion’s share of the blame when things 

unravel in this manner. 

Phase Five: Hire Someone with a Band-Aid 

This is when my phone rings. My Band-Aid? In broad strokes: 

• I try to establish a good foundation of knowledge by interviewing the players to 
understand their perspectives on what is and is not working. 

• I partner with the players to come to agreement on what are the business and 
leadership priorities going forward, and how those should be reflected in the 
compensation program. 

• I work to develop good processes, or what you might term “good hygiene” from a 
compensation perspective: a regular calendar of events and diagnostics that allows 
the compensation committee and management opportunities for discussion and 
review of key topics in meetings prior to when approval is needed. 

• I provide regulatory and legislative updates year-round, including briefings on 
shifting investor perspectives on executive pay topics, so that decisions will be 
informed by a better understanding of regulatory constraints and investor sentiment. 

• I actively work to facilitate positive interactions between the committee and 
management, aspiring to a “no surprises” approach and open dialogue. 

This is not easy—it requires time investments from each of the players, and (in some 

situations) significant reform of existing compensation programs that (again, in some cases) 

may necessitate expenditure above and beyond what might be possible if we had access to 

time travel technology that allowed us to simply avoid poor decisions 12 months ago. 
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In summation, I have very good news for cash-strapped companies considering an IPO: if 

your two screening criteria for identifying outside advisors on compensation issues are 

access to representative market data and evidence of experience in “similar situations”, you 

really don’t need an outside advisor! All you need are: 

• A subscription to one of several readily available databases of market compensation
information;

• A search engine providing you access to one of dozens of free, readily available
“pre-IPO checklists” for compensation matters; and

• A large budget allocation for “outside assistance to fix problems we could have
avoided” in the year following IPO.

Recognize there are no “similar situations.” Your company is unique and you should tailor 

pay to what makes it unique. A solutions-based advisor can help. A market-check advisor 

probably can’t. 

Don’t hire a weak advisor without a point of view. And don’t weaken your advisor by not 

allowing them the access to develop (or the forum to express) that point of view. 
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