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After a challenging 15 months filled with uncertainty and tragic 

losses, we’re cautiously optimistic that we’re headed on the road 

to recovery. It’s amazing how much we’ve learned to appreciate 

simple pleasures like an in-person lunch that we took for granted 

in the past. The COVID-19 pandemic will certainly leave a lasting 

impact on how we lead our lives and businesses. 

With that said, our latest issue of C-Suite takes a deep dive 

into the top executive compensation and governance issues that companies are 

facing today. Our main feature discusses how executive compensation practices 

have evolved beyond incentives based solely on the bottom line into a more 

holistic approach on society at large, particularly as ESG and DE&I initiatives 

become more prominent. 

During a recent episode of “The View From the Top,” co-hosted by Equilar 

and Borden Media Consulting, we had the privilege of welcoming Debra L. Lee, 

Chairman and CEO emeritus at BET Networks, and director at AT&T, P&G, Burberry 

and Marriott. Ms. Lee shares her thoughts on a number of topics, including the 

history of corporate diversity, how companies should address political and social 

causes, and much more. 

We also sat down with Lisa Shalett, Chief Investment Officer, Wealth Man-

agement at Morgan Stanley. Ms. Shalett discusses her path to one of the largest 

financial institutions in the U.S., what it means to be truly client-led and why the 

recovery post-pandemic will look a lot different than the last cycle. 

For those of you joining us for our virtual four-day Executive Compensation 

Summit, we have a host of panels prepared to address the most pressing topics in 

executive compensation. From emerging trends in DE&I and ESG, to people strategy 

in a post-COVID world, our Summit is sure  

to be an event you won’t want to miss. 

I hope you enjoy our latest issue. As always,  

please feel free to reach out with any questions  

or suggestions.
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The history of shareholder engagement in 

corporate governance has many origins and has 

taken many paths. In large part, investor scrutiny 

toward executive compensation and its link to 

company performance and shareholder value 

permeate much of these discussions. 

Just over a decade ago, the U.S. Congress passed 

Dodd-Frank, which was aimed largely at reform 

among financial institutions following the Great 

Recession but subsequently had a significant influ-

ence on corporate reporting through mandates levied 

upon the Securities and Exchange Commission (SEC). 

As part of that Act, a mandatory requirement for a 

shareholder vote on executive compensation, better 

known as Say on Pay, initiated a dialogue on pay prac-

tices that has continued to deepen. 

Starting with Say on Pay, a number of addi-

tional executive compensation disclosure rules 

Figure 1 
A Brief, Non-Exhaustive  
History of Executive  
Compensation Rules

2010 Dodd-Frank
Dodd-Frank Wall Street Reform and 
Consumer Protection Act Passed

2020 Human Capital 
Companies are required 
to report human capital 
resources

2018 CEO Pay Ratio 
Companies are required to report 
the ratio of their CEO’s pay to 
that of a median employee for 
fiscal years beginning on or after 
January 1, 2017

2015 
Pay for Performance 
Pay-for-performance rule proposed 
(still in discussions to be finalized  
as of this publishing)
Clawbacks
Rules for executive  
clawbacks proposed  
(yet to be passed officially)

2011 Say on Pay
Say on Pay goes into 
effect, required at least 
once every three years 
beginning with the first 
annual shareholders’ 
meeting taking place on 
or after Jan. 21, 2011

Reflections on a decade of Say on Pay

have been passed or proposed by the SEC, bring-

ing greater attention to the matter (Figure 1). 

These provisions have empowered shareholders 

to gain a greater understanding of executive pay 

practices, and with that knowledge and clarity, 

they have felt more confident voting against a pay 

plan when they feel it is warranted. 

In the past five years, the percentage of companies 

receiving at least 95% approval for Say on Pay has 

declined quite sharply, according to Equilar data.  

In 2020, just 29.1% of Equilar 500 companies earned 

such high marks from their investors. This was a 

significant drop from nearly half of all companies, 

48.4%, that received 95% approval or higher in 2016. 

While most of the shift has been to the 90%–

94% range, the share of companies receiving 

70%–90% and less than 70% approval has steadily 

grown. Approximately three in 10 companies 

iS
to

ck
.c

o
m

/u
sc

ho
o

ls
, o

rs
o

ns
ur

f



Listening to 

Figure 3 
Say on Pay Failures, 2016–2021

Figure 2
Say on Pay Voting Trends, 2016–2021
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received lower than 90% approval, up from about 

25% in 2016 (Figure 2). 

The data for 2021 so far looks to be trending in  

a similar direction, with a small number of Equilar 

500 companies holding annual shareholder meet-

ings as of March 24 (at the time of writing of this 

article).* However, when companies did not receive 

over 90% approval so far this year, a groundswell 

of support against Say on Pay has been much more 

likely. Nearly 20% of the companies that have held 

annual meetings in 2021 have received less than 70% 

approval, which is widely considered failure. Given 

the small sample size of 2021, it’s difficult to predict 

how this early trend toward higher “danger zone” 

votes will track, but considering the turmoil of 2020, 

it’s not unreasonable to believe this may continue. 

While very few Equilar 500 companies receive 

minority approval, the number of companies that 

have received a failing vote has ticked up steadily 

over the years. A brief outlier from the smooth 

growth curve in failures occurred in 2018, which 

may have been related to the first year of the CEO 

Pay Ratio disclosure rule (Figure 3).

The ultimate question is how much Say on Pay 

voting trends will affect compensation levels. To 

date, the rule has not curbed a rise in the quan-

tum of pay. While CEO pay trends show that 

overall executive pay is likely to dip for 2020, it’s 

unlikely to be significant. Amidst mass unemploy-

ment and budget cuts during the pandemic, civil 

unrest with respect to racial inequity, and perpet-

ual and increasing income inequality, investor 

reaction to a perceived gap between corporate 

leaders and rank-and-file workers will be an 

important trend to watch over the next 10 years. 

Shareholders 

* 2021 data includes 43 companies in the Equilar 500 that had held their 

Say on Pay votes as of March 24, 2021.

Source: Equilar

Source: Equilar
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Human Capital Management Takes Center Stage  
in 2020–21 Filings
In August 2020, the SEC adopted rule amendments that now require public 

companies to disclose information about “Human Capital Management” (HCM). 

Prior to the pandemic, HCM issues were gaining tremendous traction, and, of 

course, the COVID-19 pandemic further shed light on the notion that a focus  

on employees is material to a company’s overall value. A recent blog series 

from Equilar detailed notable examples of disclosures around this topic. 

Highlights from The Equilar Institute

The Equilar Institute provides in-depth research and analysis on boards of directors, shareholder engagement, executive compensation and other issues 
affecting the world of corporate governance. Below are some key highlights from the last quarter that showcase the in-depth information available in 
public filings via the Equilar database. Visit www.equilar.com/institute or www.equilar.com/blog.html to read these articles in full as well as many more.

California Companies Race to Meet New 
Board Diversity Requirements 
California made history in 2020 when it became the first 

state to pass a bill that requires public companies to have 

at least one ethnically diverse board member. Accord-

ing to a January 2021 Equilar analysis, over half (52.9%) 

of affected companies currently meet the bill’s 2021 

requirements, though just 16.3% of companies meet the 

provisions set forth in the bill that are required by the 

end of 2022. 

The larger public companies in California are track-

ing marginally better. The Equilar analysis also found 

that nearly two-thirds (65.3%) of Russell 3000 compa-

nies headquartered in California already meet the 2021 

requirement. Meanwhile, in January 2021, 21.3% of Rus-

sell 3000 companies met the requirements for the 2022 

deadline, an improvement from 17.5% last August.

Women Increased Representation  
in CEO Positions in 2020
Equilar’s “CEO Tracker” series looks at employ-

ment trends at the top level of the largest U.S. 

companies on a quarterly basis. At the end of 2020, 

the data shows that 70 CEOs at Equilar 500 compa-

nies announced their resignations during the year, 

down from 80 the year prior. One of the most nota-

ble trends from the Q4 2020 edition of the report 

was that 15% of announced CEO appointments 

in 2020 were women, up from 12% in 2019 and 

just 6% in 2018. However, the number of women 

CEOs still remains small. While nine women were 

appointed CEO at Equilar 500 companies in 2020, 

six women announced departures from this top 

executive role. 
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Change Through 
Compensation

Pay incentives focused on 
people and the planet look  
to become more prominent 

By Dan Marcec
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F or public companies and the people that lead them, the trend 

toward greater transparency in compensation practices has 

had positive outcomes. The formula is simple: Create value for 

all stakeholders in a company, increase earning potential.

Since the advent of Say on Pay in 2011, the voice of outside 

stakeholders in executive compensation planning has been 

amplified. Though this provision is non-binding, it’s shined 

a brighter light on the mechanics of how executives are paid and given share-

holders an important seat at the table. 

In the subsequent years since the rule was put into place as part of Dodd-

Frank following the financial crisis, the economy boomed. Up through 2019 

and into early 2020, the U.S. economy overall saw steady growth for nearly  

a decade and the lowest unemployment levels on record. Then came COVID-19. 

And social unrest around racial inequity. And continued concern about the 

trajectory of climate change and other environmental degradation. 

In 2021, there is a hotbed of discussion around how public companies can 

use executive compensation as a lever for corporate leaders to “do the right 

thing.” In this context, “the right thing” is not an empty morality play. At 

such a fraught time, boards are taking very seriously the idea of how they  

can structure executive pay to better create value for all stakeholders in  

a company. As social and environmental responsibility in Corporate America 

comes further under the microscope, executive compensation continues  

to evolve, extending beyond incentives based solely on the bottom line into  

a more holistic impact on society at large. 

How Pay for Performance Has Evolved
Executive pay has always been connected to performance in some way, shape 

or form, but the manner in which compensation packages have been awarded 

and ultimately earned has greatly changed over the past  

40 years. An oversimplified version of this history might 

look something like an evolution from a focus solely on 

company value through cash and a bonus exclusively for 

financial performance; to inclusion of market value with 

the introduction of stock options to incentivize corporate 

leaders to influence share price; and finally to a much more 

comprehensive viewpoint on stakeholder value, looking 

beyond financial and market performance.  

The final “stage” in this brief and crude overview of pay 

for performance is by no means static, chiefly evidenced 

by the trends in the past five years. Companies are rapidly 

moving away from time-based stock options, which are 

awarded to executives for longevity, becoming more valu-

able as the stock price increases. The recent 2021 edition 

of the Equilar report, Equity Compensation Trends, noted 

that 46.2% of the Equilar 500, consisting of the largest U.S. 

companies by revenue, offered this type of compensation 

vehicle to their executives, down from 54.4% just five years 

earlier. Meanwhile, 87% of companies included perfor-

mance equity in their executive compensation packages  

in 2020—which also include stock awards, but only  

if more nuanced and varied targets are met—up from 

78.4% in 2016 (Figure 1). 

The trends in pay for performance over the past 

few decades mean executives are heavily invested 

in their companies, which is widely agreed upon 

as a good thing. The question then becomes what 

these awards are based on, leading to discussions 

that have essentially become a referendum on 

what companies are doing to make money and 

how they apply those returns. 

The Prevailing Philosophy on 
Executive Pay 
Executive compensation is not only about reward-

ing and retaining hardworking individuals. It’s 

also about corporate transparency and account-

ability. One key reason companies are in the 

public market in the first place is to raise money 

from investors. Therefore, if they’re not satisfy-

ing those investors, then they’re not fulfilling  

a critical duty of a public company. Boards of 

directors have become astutely aware of this as 

they continue to put greater attention and consid-

eration into pay incentives that maximize profits 

to support investment in the company’s employ-

ees, products and services, while offering a return 

for the stakeholders as well.  

According to a recent Equilar report, Executive 
Long-Term Incentive Plans, in the past five years, 

relative total shareholder return (rTSR) has been 

Figure 1 
Equilar 500 Performance Equity vs. Options to Named 
Executive Officers
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the most popular metric employed and has also 

increased the most in prevalence. From 2016 to 2020, 

the percentage of Equilar 500 companies awarding 

performance compensation to named executive 

officers (NEOs) increased from 47.0% to 56.3%. 

There’s a good reason for this, as shareholder 

pressure in one way or another over the past 

decade has played a key role in corporate gov-

ernance. As institutional investors became 

concerned that their long-term positions in 

the market would be undermined if quarterly 

earnings had an outsized influence on corporate 

leaders, long-term incentive plans (LTIPs) became 

the norm, with rTSR as a leading metric. 

If a majority of companies are utilizing rTSR as 

a means to empower their executives to consider 

the company as a holistic investment, there is 

also a reason it’s not the only metric tied to long-

term compensation. The ability for executives 

to keep focused on the task at hand, acting and 

reacting to day-to-day challenges while main-

taining balance with a long-term vision, is the 

hallmark of an effective leader, and ultimately  

a successful company. 

Following rTSR, return on capital (ROC) metrics 

are the most common performance indicators 

tied to executive LTIPs, and they are increasing 

in prevalence as well. In 2020, 39.3% of Equilar 

500 companies utilized this metric, up from 

36.1% in 2016. This is an important indicator that 

companies are evaluating executive performance 

not only in reference to the whole, which is often 

influenced by market factors outside of execu-

tives’ control, but also the sum of its parts. 

The Rise of ESG as an Incentive
Environmental, social and governance (ESG) 

issues have been among the most commonly dis-

cussed topics in corporate governance in recent 

years. The largest institutional investors have 

consistently engaged their portfolio companies 

both publicly and privately to address concerns 

about ESG. Meanwhile, companies have chosen  

to disclose far more information about their 

efforts in response, and the SEC and other govern-

ing bodies have concurrently enacted or explored 

new disclosure rules around human capital 

resources, diversity and environmental factors. 

The events of the past year only served to 

amplify these trends. According to the Edelman 
Trust Barometer Special Report: Institutional 
Investors, 69% of U.S. investors said that social 

factors were integral to their investment strategy, a 15 percentage point 

gain in 2020, catapulting it to becoming the most important factor and 

also bringing it on equal footing compared to environmental at 61% and 

governance at 68% (Figure 2). More specifically, 69% of U.S. investors also 

said they believe that linking executive compensation to ESG impacts trust  

in a company—a 17 percentage point increase from 2019. 

This is where pay for performance and shareholder engagement meet,  

as long-term vision, reflected through ESG strategy, connects with financial 

performance and market value creation. Boards of directors send a power-

ful message to stakeholders and executives alike about company values and 

priorities through incentives structured around ESG goals.  

However, non-financial metrics have not (yet) become particularly popular 

as part of executive compensation packages, at least not for long-term incen-

tive plans. According to the Equilar analysis on executive LTIPs, only about 

3% of the Equilar 500 disclosed such metrics as a determinant for awarding 

executive equity.  

“While there has yet to be a wave of adoption of [non-financial] metrics  

in determining compensation, there is an uptick in serious discussion about 

them,” Kathryn Neel, Managing Partner for Semler Brossy, said in a 2020 

interview with Corporate Board Member. “[Board directors] are talking in the 

compensation committee about corporate strategy and key indicators of suc-

cess, and directors are being asked by investors how they defend not having 

those metrics.” 

A recent article from Pay Governance, “The Role of Non-Financial Metrics 

in Annual Incentive Programs,” was published following the onset of the 

COVID-19 pandemic, noting that this tide may be turning. 

“Prioritizing and rewarding the achievement of critical, non-financial objec-

tives in the short run may ultimately lead to improved financial performance 

in the long run,” 

the authors noted. 

“It may also pro-

vide companies 

with a first step 

toward articulat-

ing a long-term 

sustainability 

strategy, which 

is increasingly 

important to a 

number of inves-

tors who believe 

that focusing 

solely on near-

term bottom-line 

results may be 

inappropriate 

given the grow-

ing awareness 

surrounding the 

value of non-tra-

ditional measures 

of performance.”

Figure 2 
Importance of ESG Elements Among Investors
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69% of U.S. investors 
say linking executive 
compensation to ESG 
target performance 
impacts trust in a 
company “a great deal.”
Source: Edelman Trust Barometer 2020

The largest companies are on the leading edge of this trend. 

According to a recent Equilar analysis among the Fortune 100,  

38 companies disclosed 53 separate compensation metrics that 

were tied to ESG goals, most of which corresponded to annual 

incentive plans (only one company incorporated an ESG metric 

into its long-term incentive plan). 

While the actual metrics companies are using vary widely, 

Equilar organized ESG metrics into seven categories: culture, 

diversity, environmental, general ESG, human capital, safety 

and other. Most commonly, companies tied compensation to 

goals related to culture and diversity. Together, these categories 

accounted for 20 of all ESG metrics disclosed (Figure 3).

The challenge lies in creating measurable goals that correspond 

to areas of executive impact. Some companies disclose that they 

incorporate ESG metrics into their incentive plans but do not give 

much detail, while others give more detailed descriptions of the 

specific goals and how they measure performance in relation to them.

These issues will only amplify under the current political environment and 

continue to evolve. For example, Joseph Hall of Davis Polk told The New York 
Times that a Democrat-led Congress will likely push the SEC to adopt many 

of the disclosure requirements under consideration, tying them to specific 

metrics that make comparisons easier. 

Meanwhile, The Wall Street Journal reported that Allison Herren Lee, as 

acting SEC Chairwoman, criticized recent SEC amendments affecting climate 

change, citing a September 2020 statement in which she said that “these actions 

collectively put a thumb on the scale for management in the balance of power 

between companies and their owners [since] climate change, worker safety 

[and] racial injustice have never been more important to long-term value.”

In March 2021, Herren Lee issued a statement inviting public comment  

on climate change disclosures, which was open until June. In particular, it 

includes a question that asks: “What are the advantages and disadvantages  

of requiring disclosure concerning the connection between executive  

or employee compensation?”

This question—related not only to climate change but also to human 

capital management and diversity—will be at the center of the executive 

compensation debate in 2021 and beyond, 

expected only to intensify. 

The Future of Compensation Is 
Complicated but Comprehensive
In modern America, there has been a strong 

movement behind the idea that the free market 

has significant responsibility to influence and 

lead societal change. The biggest question is to 

what degree stakeholders are truly sharing in the 

market’s good fortune through more equitable 

treatment in the workplace, opportunities for 

advancement in a more diverse workforce or  

a healthier environment. 

This is the debate that public companies find 

themselves in the middle of as we move forward. 

For executive pay, there has been at least one 

point of agreement: There is no better way to 

award compensation than through metrics that 

drive actions and outcomes reflecting company 

and stakeholder values. The discussion continues 

around what those values should be. 

If this fails to become more transparent, 

companies risk the ability for stakeholders to 

understand how executive pay is structured, lead-

ing to a continued focus on gross dollar amounts 

and consternation over the quantum of pay. 

Meanwhile, the reward is a more inclusive role for 

public companies in the world outside of financial 

statements and stock exchanges, enabling and 

incentivizing leaders to take a more active part 

in driving the change their companies have the 

power to influence. 

Dan Marcec is Senior Editor at Equilar and Associ-
ate Editor for C-Suite. Erin Lehr, Research Specialist 
for Equilar, also contributed to this article. 

Figure 3 
ESG Metrics by Category
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With a trailblazing career spanning over 
three decades, Debra L. Lee is one of 
the most influential female voices in the 
entertainment industry. Until May 2018,  
Ms. Lee served as the Chairman & CEO  
of BET Networks, the leading provider  
of entertainment for the African American 
audience and consumers of Black culture 
globally. During her tenure, Ms. Lee helmed 
BET’s reinvigorated approach to incorporate 
philanthropy and authentic programming. 
Prior to being named Chairman and CEO, 
Ms. Lee was President and COO of BET 

Networks for almost 10 years, during which 
she guided the company to consistent 
increases in viewership, revenue and 
earnings. She first joined BET as Vice 
President and General Counsel in 1986.

Named one of The Hollywood Reporter’s 
100 Most Powerful Women in Entertainment 
and Billboard’s Power 100, Ms. Lee’s 
achievements in her 30+ year career in 
the industry have earned her numerous 
accolades from across the cable industry,  
as well as recognition as one of this country’s 
most respected business executives.

An interview by 
Steven Borden with 
entertainment industry 
icon and corporate board 
veteran Debra L. Lee
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As Corporate America begins 

to see meaningful economic 

recovery amidst the chaos 

caused by the COVID-19 

pandemic, a return to 

“business as usual” for boards 

of directors means doubling 

down on the work they signed up to do: holding 

executives accountable to ensure they are making 

decisions that drive shareholder value. Yet in 

addition to ensuring sound financial planning  

in an increasingly unpredictable world, the events 

of the past year amplified the importance of 

committing to diversity, environmental goals and 

human capital resources.

During a recent episode of “The View From the 

Top,” co-hosted by Equilar and Borden Media Con-

sulting, Steven Borden, Founder and President of 

Borden Media Consulting, sat down with Debra L. 

Lee, Chairman and CEO emeritus of BET Networks 

and Chair of the Leading Women Defined Foun-

dation. Lee is currently on four public boards: 

AT&T, P&G, Burberry and Marriott, in addition to the 

Cedars-Sinai Hospital board in Los Angeles. She also 

served in the Obama administration as a member  

of the White House Management Advisory Board.

Lee’s conversation with Borden covered a 

panoply of topics, from the history of corporate 

diversity to how companies can appropriately 

address hot-button political and social causes, as 

well as the rise of technology during the pandemic 

and the trajectory of the entertainment industry 

in the heyday of streaming services. This segment 

has compiled highlights from this wide-ranging 

interview and condensed the hour-plus conversa-

tion for the purposes of this publication. The full 

discussion is available to be viewed via the link  

on page 18. 

Steven Borden (SB): Let’s get started 
with the role model that you present 
for women and people of color as  
a pioneering female and also a Black 
executive. 
When were 
you on your 
first board, 
starting in  
what year?
Debra L. Lee: 1999. 

Kodak was my first 

corporate board.

SB: Not a lot of women and not a lot of people of color  
on boards in 1999.
Lee: Exactly. It’s been an amazing career. I really thank you for saying those 

very nice things, but a lot of time you just have your head down working. 

That’s what happened to me at BET. I started as General Counsel, and then 

rose through the ranks to COO and eventually CEO. I had my eye on growing 

the company and what my vision was. I didn’t have time to think about being 

the only one. 

SB: What advice do you have for women and people of color 
who are in or coming into industry in terms of navigating to 
positions of authority effectively in complex organizations?
Lee: What I usually tell young people of color and women is, “Find something 

you’re passionate about.” First of all, we all work too hard. You don’t want 

there to be a dividing line between your career and the rest of your life.  

I know I felt that way. I started off at a law firm for five and a half years.  

I really felt, when I went to work, I left my values and my personality outside 

the door. That never happened when I arrived at BET. Either it’s the company 

you care about, the cause or the industry, but find something that you’re 

passionate about. 

Then I would say, “Work hard,” because the first thing you want to do is 

develop your reputation as being excellent. In the early years, that takes a lot 

of hard work to distinguish yourself. As you move up the ladder, try to find 

people who support you, either at the company or outside the company, who 

can offer you advice. 

SB: They talk about people having rabbis in the industry.  
If you’re one of the executives or just starting out, develop 
relationships and feel comfortable asking for help. It’s not  
a weakness, it’s actually a power.
Lee: Right. It’s very important because you want someone who respects you 

and talks about you when you’re not in the room and will testify to what  

a good job you’re doing. 

SB: Let’s talk about access and ascension in the context of 
diversity on boards, and advice you have from your personal 
experience being a pioneer breaking into the club.
Lee: Board service has been a private club for too long. It’s been a well-kept 

secret, and it’s something that white males took advantage of for years. 

Then Sarbanes-Oxley came along, and CEOs were forced to find independent 

board members and start diversifying their boards so they could no longer 

put their golf buddies who would approve their salary package without 

question on their board. My former CEO was offered the Kodak 

position, and he had too many boards, so he suggested me. 

At the time, I was COO, which “was close enough”  

to being CEO that they put me on the board.

The first thing I do when I get on boards, if I’m the 

only one, is try to get more people who look like me  

on boards so I don’t feel the burden of the whole race  

or my whole gender all the time. Every time they talk 

about race or gender, they look at me. That’s not a fun 

position to be in. 

Board service has 
been a private 
club for too long. 
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I just started a company called The Monarchs Collective with my partner, 

Rabia de Lande Long, to help companies find those diverse board candidates 

they say they can’t find, and also to train companies how to welcome a 

diverse board member and train candidates if they need it. If you don’t know 

or you’ve never been on a for-profit board, you don’t know what to expect, 

and there’s nothing worse than walking into a wood-paneled room with high-

back leather chairs and being intimidated. We want to ease that process.

SB: Truly. Can you share with us a little bit what the 
experience was like when you were the first Black woman,  
or only Black woman in the room, and how the dialogues 
have evolved over time and where they are now?
Lee: It can be intimidating sometimes if you’ve never been in those rooms. 

You don’t know ahead of time that you spend the night or have to ride up 

on the corporate plane with other board members, or share your meals with 

them, or have your spouses come to retreats. It’s a very personal relationship. 

After you learn how the inner workings of the board go, the committee struc-

ture and you understand the financial side of the company, you start being 

more vocal about issues that you’re concerned about. That can be P&L, that 

can be marketing, that could be, nowadays, cybersecurity, whatever it is.

If you’re a Black person or a woman, or both, in my case, if issues of racial 

inequality come up, you feel compelled to speak on those, because you can 

speak to those issues from a very personal viewpoint. The amazing thing is, 

years ago, those issues never came up, and all of a sudden now, after George 

Floyd, those issues come up all the time. 

SB: What responsibilities, if any, do companies have  
when it comes to supporting a drive toward greater  
social justice? 
Lee: I think it depends on what’s going on at the time in our world. I’ve been 

on the Marriott board for over 20 years. I’ve seen them deal with issues like 

immigration and 

LGBTQ issues, 

which they felt 

really affected 

their workforce.

It’s really, first  

of all, up to the CEO, 

and you really do 

need to pick your 

causes. No one 

expects companies 

to speak out on 

everything, or to be monolithic and have one viewpoint, but [they 

do expect you to be able to respond] when the issue comes  

up that’s so important to your business or to your workforce. 

I think the board should have input. Nowadays you see some 

boards creating ESG committees for that very reason. Some 

already have diversity committees, and they’re putting the 

ESG work in that committee or a public policy committee, but 

companies have long taken stands on issues. It’s becoming 

more timely and more relevant these days.

SB: What kinds of dialogues have been 
going on in boardrooms in the last year 
around policing and violence when it 
comes to people of color?
Lee: I can say, overall, those issues have been 

talked about a lot more since George Floyd’s 

murder. That was such an egregious murder that 

we all saw on camera. Companies have asked 

themselves, do they want to make a statement on 

it? Do they want to do something to help, and how 

do you help? That was a conversation for several 

months: Do you start an internship program  

to support young Black students?

The second was police brutality. The Business 

Roundtable took it upon themselves to make 

statements and to form committees. That forced 

boards to say, “Should we be a part of that? What 

if our CEO is on the police brutality committee? 

What does that mean for the company?” There 

were ongoing discussions on that, and then the 

latest has been the voter suppression legislation 

that happened in Georgia and is being considered 

in over 14 other states, whether that was proper 

and whether it was really a non-partisan issue.

I was part of the group of 72 Black executives 

who signed on to a letter initially, saying that this 

was non-partisan, and it was so egregious that 

we hoped our fellow white corporate executives 

would take a stand. Several weeks later, 400 

companies, foundations and individuals did take 

a stand and say that that was the wrong way for 

our country to go.

SB: Those were very powerful 
expressions when you opened up the 
center of The New York Times, The 
Wall Street Journal. 
Lee: Hopefully, it will have an effect, but I have  

to say there are a lot of people in Corporate 

If you don’t have 
diversity in the room, 
there are a lot of 
things you can miss.
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America and politics, especially people in politics, 

who thought maybe that was wrong for corporate 

executives to take a stand like that. 

SB: You had mentioned that one  
of your professional colleagues was 
concerned about a potential perception 
if a person did not sign the letter.
Lee: There was some discussion that CEOs felt 

pressure to sign it and didn’t want to be labeled  

a racist by not signing it. I had to reassure individ-

uals that that was not the case. No one was being 

labeled as a racist, and people should really look 

deep down inside and figure out how they felt 

about the issue. I guess some people who didn’t 

support it rarely felt the pressure and thought 

it was along political lines, which, in our view, 

everyone should support as many people being 

able to vote as possible. That’s the nature of our 

country. We saw too many people die fighting for 

the right to vote in the ‘50s and ‘60s. Why should 

we go backward? I also realize not everyone 

agrees with me.

SB: Let’s talk a little bit about some 
of the specifics of really getting 
traction with DE&I [diversity, equity 
& inclusion] in the workplace. Does it 
feel like this is a different moment 
in time, and if so, why? Practically 
speaking, what does the industry 
need to do to make sure that we do get 
forward motion, and it’s not initiatives 
and pronouncements only?
Lee: I do think this is a different time. I think 

it’s a movement, not a moment. You look at the 

length of time—we’ve been talking about it since 

last May. I don’t think it’s going anywhere. Com-

panies are instituting policies and goals that they 

intend to meet over the next several years. I think 

we need to keep the pressure on. People need to 

talk and understand each other more and engage 

Black executives and Black board members in 

these discussions.

SB: Beyond the moral imperative for 
inclusion and equity, why is it import-
ant from a business perspective to 
have a diverse and inclusive board, 
C-suite and staff?
Lee: I think we know that it increases the prof-

itability of a company, but it makes sure that 

companies don’t—I don’t know any other way to say it—make stupid mistakes 

in terms of representing their brand or their appeal to different groups. If you 

don’t have diversity in the room, there are a lot of things you can miss. You 

probably remember a few years ago when the fashion industry made a lot  

of mistakes in terms of using the Sambo character or other things. If you had  

a Black person in the room, that wouldn’t happen.

It’s important to have people of color in your C-suite and on your board.  

It also is important for us to be concerned about creating Black wealth. 

Until we create wealth in the Black community, we’ll continue to have these 

problems. If you don’t have people around your table that you’re sharing 

the wealth with, people of color, women, you’re not changing America, 

you’re not having an impact. CEOs and division heads should look at it from 

that perspective. 

SB: In terms of really operationalizing diversity initiatives, 
what works and what doesn’t work? I know it’s a broad area, 
but I’m trying to get as practical as possible for all of us who 
continue to discuss this with each other to understand, if we 
do this, it will move it forward.
Lee: I think what moves it forward is ensuring that you have people in the 

room, whatever room you’re in. If you look around and it’s all white males, 

you have a problem. It’s incumbent to get people of color and women on 

boards. A new area that companies are focusing on is LGBTQ. Having people 

who you can depend on to tell you the truth and give you diverse opinions 

[is critical].

It doesn’t help if you’re in the room and you don’t stand up for what you 

believe or tell a CEO when he or she is wrong. Some companies don’t like that; 

they want a rubber-stamp board. If you’re in the room, you have to take the leap 

and stand up for your values and for the values of different communities. 

SB: I guess the catch-22 is you need the people in the room to 
move it forward, but how do you get the people in the room?
Lee: Well, you have to be intentional about it. You have to say, “The next 

board member I add is going to be a person of color or indigenous or a 

woman,” and make sure that you stick to that. Don’t use the excuse that you 

couldn’t find someone. I had a search firm tell me years ago they couldn’t 

find any Black male CEOs. Well, first of all, there are tons of Black male CEOs, 

maybe not tons, but I know quite a few myself.

Second of all, it doesn’t have to be a CEO to add to your board. It can be 

someone who’s an expert in cybersecurity. Someone who’s an expert in mar-

keting. Boards have opened the filters for white people, and they should open 

those filters for people of color also. Let’s add not only a diverse person but 

someone who brings expertise that the board is looking for.

SB: Since our last “View From the Top” with Mark Cuban in 
October, we have vaccines, and we’re stepping back toward 
some normalcy, whatever that’s going to mean going forward. 
Can you talk a little bit about the conversations [about COVID] 
that the board’s been involved in at this juncture?
Lee: The first concern of all the companies that I deal with was the safety of 

employees and executives and customers. The shutting-down process took so 

much time and was so unexpected and hurt so many of the businesses for so 
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long. Now there’s a ray of hope, things are opening 

up, and people, as you said, are getting vaccinated.

The first question is, how do you bring people 

back to work safely? That may take redesign of 

office spaces, that might take allowing some peo-

ple to continue to work from home, and there’s  

a lot of discussion on how that’s going to work. 

The second part is how do you get back to 

profitability? The amazing thing is the number 

of companies that are coming out of this in better 

shape because of loans and cost-cutting and 

other things. But now they are looking forward 

to getting back to a new normal, how they do that 

and how it is going to look different. 

SB: In terms of the planning and the nuts and bolts in terms 
of coming back to work and what’s next as we open up, 
that’s mainly at the executive level and just more strategic 
conversations at the board level. Can you give me a little 
insight into how that sorts out?
Lee: On some boards, we’ve had presentations by the administrative execu-

tives as to how they think it’s going to work, but mostly it hasn’t gotten that 

detailed. It’s more from a strategic standpoint: When are we going to do it? 

What are the big takeaways, and how is it going to be different from the  

way it used to be? How much is it going to cost us or save us? We don’t want 

to micromanage anything, but it is a big issue of concern to boards.

From the board perspective, my first boards are talking about coming back 

together in June, so that’s a good sign, but I don’t think we’ll ever go back 

to all meetings being in-person. We found that Zoom and WebEx and these 

other platforms work somewhat, so do we really need to come together eight 

times a year, or is it just four times a year? Everyone knows the personal 

connection is important, so you don’t want to do all Zoom, but how will that 

change? The virus has pushed us into a digital age that some industries were 

trying to hold back, but now we’re here and there’s no going back.

Steven Borden is Founder and President of Borden 
Media Consulting, which specializes in high-level 
management consulting and executive placement 
for a wide range of media, entertainment and 
information companies. BMC’s areas of expertise 
include executive placement, strategic planning, 
organizational design, process evaluation, values 
and culture determination, internal/external 

communications and executive coaching. Mr. Borden has worked 
in media, entertainment, sports and news for 35 years, including 
20 years providing senior level 
consulting and executive placement 
services for all types and stages of 
media companies.

INTERVIEW BY STEVEN BORDEN

View the entire interview here. Learn 
more about Debra L. Lee’s organizations, 
Leading Women Defined at www.
leadingwomendefined.com, and 
The Monarchs Collective at www.
monarchscollective.com.

C•S +

SB: What lessons, if any, do you 
think some of the big companies 
have learned from this and taken away?
Lee: I think one of the biggest lessons is there 

could be something that happens that we never 

ever anticipated. This virus is something that no 

one anticipated—unless maybe you worked in this 

area—and it changed everyone’s life overnight 

and changed what companies do for a living and 

how you deal with it. 

The other part of that is never taking anything 

for granted. Never think that your business  

a year from now is going to be the same as it is 

now, because you never know when one of these 

seismic events will happen.

SB: Is the definition for retirement in 
your dictionary? Because you had said 
that being on four boards and running 
your different organizations is your 
retirement.
Lee: I had no idea what retirement meant, and  

I thought it was about slowing down, but I found 

very early on it’s about speeding up and doing 

your passion project. It’s not what I expected, but 

I tried to sit on my deck for two weeks and it just 

didn’t work. I hated it. 

If you don’t have people 
around your table that 
you’re sharing the wealth 
with, people of color, women, 
you’re not changing America, 
you’re not having an impact.
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Setting equity pay and incentive plans  
in uncertain times  By Dan Marcec

As COVID-19 upset the balance 

of the business world, there 

has been a tendency to rethink 

everything as part of a “new 

reality.” But because compen-

sation planning is designed 

for long-term vision, it’s not 

always wise to make wholesale changes based  

on what is expected to be an anomaly. 

The jury is still out on how COVID-19 will affect 

long-term incentive planning. However, one thing 

we have learned from this pandemic is that uni-

laterally, we can prepare better for volatility and 

a crisis of any kind. This is the conundrum boards 

and compensation professionals will be focused 

on as they draw up (or redraw) equity and incen-

tive plans in 2021 and beyond. 

“Companies need to think about the ways they 

can plan in an uncertain environment,” said Craig 

Rubino, Head of Global Learning and Develop-

ment for Morgan Stanley at Work in a recent 

Equilar report. “Volatility has taken a toll on some, 

while others have seen their best-ever year in 

terms of stock appreciation.”

But we can’t—and don’t—expect this disparity 

to continue. There’s a strong argument to be made 

that executive long-term incentive plans (LTIPs) 

were invented for scenarios like a pandemic. The 

purpose of pay for performance over a longer 

period of time is to avoid tying compensation to 

one-time windfalls (or market crashes), quarterly 

earnings or annual results, in addition to setting 

targets that executives can achieve for the 

company while earning compensation based  

on actions they can control. 

The State of Equity and Incentive Plans
For those setting incentive plans in 2020 and 

beyond, taking a long-term view—especially in 

the context where one to three years is considered 

“long”—seems particularly difficult, at least in this 

moment. So it’s understandable that many board 

compensation committees continue to take a “wait-

and-see” approach as the pandemic settles out.  

For example, data from the recent Equilar 

publication Equity Compensation Trends show 

that the number of employee equity plans 

offering only stocks increased by more than eight 

percentage points between 2016 and 2020 among 

the Equilar 500 (the 500 largest U.S. companies 

by revenue). Meanwhile, the number of plans 

offering both stocks and options decreased 
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over seven percentage points (Figure 1). These 

trends—a move away from options to exclusive 

stock grants—continued in the same direction 

over the past five years. 

The general employee population doesn’t have  

as much direct influence over the value of their 

shares in the same way an executive might; 

however, a well-organized company will set the 

right metrics at the top level with executives, and 

then that strategic vision should work its way  

down to the employees, giving them the levers  

to pull to ensure that they can contribute directly 

to their investment in the company. That’s why 

setting executive compensation through pay for 

performance is so critical, and also why the way 

that these types of awards are triggered may evolve. 

“Equity compensation offers a powerful toolkit, 

and there are many possibilities on the table,” 

said Rubino. “As we learn to redefine success 

amid continued disruption, traditional measures 

like revenue and stock performance may give way 

to alternatives like time-based award structures 

or relative total shareholder return.”

As Rubino noted, one way to manage volatility 

is with relative metrics. That’s why relative total 

shareholder return (rTSR) continues to be the 

most popular metric employed in executive LTIPs, 

and it has also increased the most in prevalence 

over the past five years. From 2016 to 2020, the 

percentage of Equilar 500 companies awarding 

performance compensation 

to CEOs increased from 

48.3% to 57.4% (Figure 2). 

Even in a pandemic, where 

some industries flourished 

and others crashed, rTSR 

still benchmarks company 

performance against peers. 

A company that navigated 

COVID-19 better than others 

should eventually come out  

in its share value. 

Following rTSR, return on 

capital (ROC) metrics are the 

most common performance 

indicators tied to executive 

LTIPs, and they are increasing 

in prevalence as well. In 

2020, 39.3% of Equilar 500 

companies utilized this 

metric, up from 36.1% in 2016 

(Figure 2).  

These two scenarios also highlight why executive awards employ a range  

of performance indicators, most commonly including one to four metrics 

that determine payout on an individual award. RTSR is weighted as either 

50% or 100% of the award in which it appears approximately two-thirds of 

the time, while ROC was most often weighted as 100% of an award—in 36.2% 

of awards where ROC was prevalent, it was the sole metric included. 

As the performance periods inclusive of 2020 play out, these trends within 

LTIPs—increasing prevalence and heavy weighting of metrics like rTSR or 

ROC—may leave executive compensation largely unaffected by the pandemic. 
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What to Do When Things Change
A more complete picture of the impact that COVID-19 has had on executive 

compensation will continue to come into view as time elapses further from 

its onset. Though it’s difficult to draw a unilateral trend line, many compa-

nies offered disclosures throughout 2020 that noted the pandemic’s impact 

on executive pay. 

While 2020 proxy disclosures did not report a significant influence on 

incentive plans, some companies adjusted metrics and goals. According to 

Sharing the Pain: How Did Boards Adjust CEO Pay in Response to COVID-19?, 

a joint study between Equilar and Stanford University, only about 17% of 

Russell 3000 companies made changes to CEO pay that required disclosure 

during the first six months of 2020—chiefly referencing CEO salaries or 

director fees. A very small number, only 33 companies, mentioned LTIPs 

(Figure 3). 

These cases were uncommon for good reason. Adjusting performance goals 

for long-term incentive plans is generally not viewed favorably by sharehold-

ers, as it’s seen as bailing out executives during tough times. 

“Companies will most likely not be changing payouts for 2019 performance, 

but they should instead get ahead of the messaging,” said Shelly Carlin, Exec-

utive Vice President, Center On Executive Compensation, during an Equilar 

webinar hosted early on during the pandemic in April 2020. “They need to 

pair the communication of 2019 compensation with the changing goalposts 

of 2020 compensation.”

For example, Kaman Corporation (KAMN), an aerospace and defense com-

pany, disclosed in February 2021 that the company’s performance in 2020 

dictated an annual cash incentive payout for its executives at 26.5% of tar-

get; however, the compensation committee approved an adjustment to 50% 

of target “consistent with the Company’s approach for other participants in 

the annual incentive program.” The reasoning followed that these execu-

tives performed their duties to the best of their abilities and went above and 

beyond to address what they could during the COVID-19 pandemic. At the 

same time, they still only received half of their target pay, reflecting the fact 

that all was not well.  

In another disclosure, Volt Information Sciences (VOLT) reported that its 

NEOs received “only 30% of their respective long-term incentive compensa-

tion target opportunities in the form of equity-based awards.” Citing dual 

challenges, including a share price at historic lows, which would require 

granting more shares than desired and diluting the stock pool, and setting 

long-term financial goals at a time of such great uncertainty, the Company 

opted to offer the remainder of the incentive plan as long-term restricted 

cash awards. 

Finally, in its proxy statement filed on April 8, 2020, Red Robin Gourmet 

Burgers, Inc. (RRGB) officially elected to move to rTSR as its sole 2020 

performance metric, anticipating difficulty in setting any sort of operational 

or financial goal during the pandemic.

How to Move Forward
Overall, changing metrics or reducing or adjusting pre-set goals used to 

measure performance compensation wasn’t common during COVID-19.  

With that said, the pandemic has had an inconsistent effect on companies. 

The stock market hit an all-time high in 2020, and some companies benefited 

while entire industries were essentially shut down. 

“Companies that 
are doing [HCM] 
well are being very 
transparent such as 
how they’re addressing 
employees, prioritizing 
their health and 
safety, answering all 
questions about job 
security and more.”

— Jessica McDougall, Vice President, 
Investment Stewardship & Corporate 

Governance, BlackRock
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 Jessica McDougall, Vice President, Investment 

Stewardship & Corporate Governance, BlackRock, 

explained in the April 2020 Equilar webinar 

that human capital has become an extremely 

valuable asset as companies respond according 

to how they were impacted by COVID-19. In that 

mode, human capital management (HCM) and 

environmental, social and governance (ESG) 

metrics may also 

become more popu-

lar ways to provide 

compensation for the 

important work that 

executives need to 

manage during a cri-

sis, thus withstanding 

more pressure amidst 

volatile times. 

“Overall, companies 

that are doing this 

well are being very 

transparent such 

as how they’re 

addressing employees, 

prioritizing their 

health and safety, 

answering all 

questions about job 

security and more,” 

she said, because 

business decisions 

made in the short-

term need to be made 

with the long-term 

results in mind.

The bigger out-

standing question  

is whether com- 

panies will reevaluate 

compensation plans  

to account for poten-

tial crises, whatever 

they may be. While  

the hope is that 

COVID-19 will be  

a once-in-many- 

generations global 

pandemic, there’s 

no guarantee of that. 

What’s more, natural 

disasters continue to 

cause more disruption  

on an annual basis, and international politics are perennially volatile. 

“2020 taught us the value of preparation and agility,” Rubino added.  

“We don’t have to wait for the next unexpected global event to improve 

support for our executives and employees. Equity compensation provides  

a practical way to build a strong—but flexible—framework that allows 

leaders to focus on meeting the challenges of the day.” 

Figure 3 
CEO Long-Term Incentive Plan (LTIP) Actions
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Dan Marcec is Senior Editor at Equilar and Associate Editor for C-Suite. 
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Diversity and the necessity matrix  
for corporate boards

By D. Kirk Beatty, Ph.D., and Geleana D. Alston, Ph.D.

A Pipeline to Real 
Opportunity Findings from the study An 

Exploration of the Path for 
African American Women to 
and the Diversification of the 
Corporate Boardroom surfaced 

constricted boardroom pipelines, 

the heavy focus on skills versus 

a comprehensive view of needs, and how both 

impact a robust board succession plan for optimal 

organizational outcomes.1 An underutilized 

solution available to solve for both board needs 

and limitations of today’s board pipelines, as well 

as environmental, social and governance (ESG) 

considerations, is female talent, and even more 

absent is the talent of African American women.

Women are the majority in the United 

States. They approach equal numbers to men 

in the workforce. Women, furthermore, are the 

breadwinners in over 40% of homes controlling 

up to 80% of consumer purchasing power. Women 

outperform men in higher educational attainment 

for bachelor’s, master’s and doctorate degrees. 

They achieve over 44% of the accounting and 

finance degrees, credentials that are among the 

desired expertise typically sought for the corporate 

boardroom. Women, additionally, have parity  

with men in managerial and professional positions. 

Furthermore, while women may approach 

opportunities differently, women often achieve 

better outcomes. Despite these accomplishments, 

the senior levels of corporate leadership are  

found lacking women, a competitive advantage 

readily attainable for boardrooms and the role  

of corporate board directors.

The persistence of obliviousness,2 the challenges 

of effective networks,3 and the realities of Black 

feminist thought4 further present obstacles 

unique to African American women ascending 

to the boardroom. Obliviousness speaks to being 

unmindful, unaware, unconscious or otherwise 

ignorant of something’s existence. This includes 

how the dominant culture of the United States 

facilitates a normal that fails to fully recognize the 

value of diversity and is oblivious to the realities 

of African American women as being alienated, 

excluded and disadvantaged. Network theories 

provide the lens that despite obliviousness and 

the subsequent certainties, networks facilitate 

opportunity to enter the elite echelon of corporate 

board directors and, conversely, for boards to have 

visibility and access to all needed talent. Without 

robust corporate board networks, one may not iS
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enter the ranks of corporate board directors 

despite having the credentials to do so, and 

corporate boards may not obtain all needed talent. 

Finally, Black feminist thought provides the view 

that African American women are impacted by  

a historical legacy affecting their day-to-day lives 

in ways unknown to others.

Considerations for the Pipeline
For board openings, the study notes how boards 

often lean to candidates with CEO expertise and 

other C-suite roles. The reality for publicly traded 

companies, however, is that women are less likely 

to have C-suite experience, and African American 

women are even more unlikely. Even the most 

successful and credentialed 

African American women 

often hit the glass ceiling, or 

are dangerously exposed to 

the glass cliff when they do 

ascend to the C-suite. Some 

impact, additionally, is the 

funneling of African American 

women to non-corporate 

board pipeline career tracks 

and opportunities. Thus, it 

stands to reason that African 

American women are being 

excluded from the board-

room simply from the lack of 

pipeline and promotion opportunities blocked by 

the glass ceiling, or must overcome the glass-cliff 

experiences where the chance of success is highly 

improbable. Organizations and boards, therefore, 

must ask how to go deep into an organization, sev-

eral layers below the C-suite if necessary, to find 

African American female talent to surface and 

then support this talent through the process. Data 

shows the talent exists.

The Necessity Matrix
The study found how much of the evaluation  

for the next director is accomplished with a 

skills matrix. As one of the male participants 

commented, “Certainly you want to cast a wide 

net and make sure you’ve got gender and race 

diversity as part of that process, but you don’t 

start with diversity.” He maintained a board’s 

fiduciary responsibility to shareholders has the 

board starting with skills and qualifications. 

That fiduciary responsibility, of course, requires 

the corporate board to diligently act in the best 

interest of shareholders. This includes the assurance that all needs of the board 

are met—not just skills—but needs including qualifications of demographics 

and traits that can be just as imperative as skills depending on the applicable 

dynamics and board composition. Thus, boards must move beyond a limiting 

focus on skills to encompass a comprehensive approach to all needs that  

an emphasis on a necessity matrix can realize.

Conclusion
In the article “The Need for People People: The current megatrends driving 

the need for greater HR representation on corporate boards”,5 Jon D. Rickers 

and William L. Sparks speak to the primary purpose of the board—ensure 

financial success by “overseeing the company’s affairs and supporting the 

interests of its shareholders and stakeholders.” They refer to The Director’s 
Manual: A Framework for Board Governance and its author, Peter Browning. 

A seasoned director of 14 public company boards, Browning identifies three 

indispens-

able questions 

required of 

boards: “1. Do  

we have the right 
CEO? 2. Do we 

have a robust 
succession plan 

in place? 3. Do 

we have the right 
strategy and 

talent to execute 

effectively?”

Of course, the 

right CEO will  

be heavily interested in the right strategy promoting talent for a robust 
succession plan. The successful plan will further provide for a pipeline  

to real opportunity for the diversity of demographics and traits as well  

as skills and credentials that best meet all needs of the board, including ESG 

considerations. Otherwise, the succession plan will be inadequate, feeding  

a less effective strategy. The successful succession plan includes a pipeline 

that provides visibility and opportunity to the organization’s broad talent  

as well as to ensure the talent of African American women has real, equitable 

opportunity to surface in the boardroom. This pipeline must extend deep 

into the organization as well as external to the organization, feeding inward. 

Without a deep, expansive and inclusive pipeline, an organization risks 

not having the talent required to fill the gaps in need, including the ever-

increasing ESG pressures from governments and shareholders alike. 

As the summer of 2020 so clearly showed, demographic diversity is a need 

that must be considered just as diligently as skills and credentials. At times 

this need must be top of the order, particularly in America. Consequently, 

the role of the skills matrix must be expanded to a comprehensive necessity 

matrix. For the hesitation that may exist for this shift in thought, consider 

how many organizations were left unprepared to address the suddenly  

recognized gap on their board because their pipeline and board networks 

did not sufficiently include African American women, a gap so obvious and 

expansive after the death of George Floyd. Thus, for sitting directors  

The senior levels of corporate 
leadership are found lacking 
women, a competitive 
advantage readily attainable 
for boardrooms and the role 
of corporate board directors.
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320-337. http://dx.doi.org/10.1111/j.1467-8683.2009.00742.x
4 Collins, P. H. (2000). Black feminist thought: Knowledge, 

consciousness, and the politics of empowerment (Rev. 
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.. Thomas, V. G. (2004). The Psychology of Black 
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org/10.1177/0095798404266044
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to adequately meet their duties to the boards, shareholders and stakeholders 

they represent, they must have the broadest network possible to meet this 

responsibility. They must, therefore, be willing to participate and passion-

ately network outside of their normal, be curious, and freely step into places 

and venues once unknown or not considered. In doing so, boardrooms will 

find the talent to meet ESG needs and the gaps a necessity matrix will surface, 

including the great talent of African American women—the competitive 

advantage often ignored. 
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Demographic diversity 
is a need that must be 
considered just as diligently 
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Workplace financial wellness programs continue 

to grow in popularity. Yet questions remain 

about the role they should play for executives 

in the C-suite. Often, it’s assumed their higher 

incomes equate to better financial health and 

little need for help through the workplace. But 

is that true? 

Morgan Stanley’s recent Investor Pulse Poll provides insight. We surveyed 

more than 1,000 high net worth investors between the ages of 25 and 75, with 

$100,000 in investable assets. One-third of them reported investable assets of 

at least $1 million, which helps yield some powerful insights into what execu-

tives think about financial wellness programs and how they’re using them. 

Here are a few trends that may have important implications for the future 

of workplace financial wellness for high earners in your organization. 

Equity Compensation’s Stock Is Up
For one in five high net worth investors employed full time, financial well-

ness at work includes some form of equity compensation. 

These employees generally feel good about this 

benefit, as six in 10 rate equity compensation 

positively. They view it as a means of sharing  

in the company’s success. 

Like many issues around money today, however, 

there’s a noticeable gap between men and women 

when it comes to equity compensation. Men are 

more likely to receive it. And women are twice as 

likely as men to feel uninformed about the topic. 

Financial 
Wellness in 
the C-suite

What does financial wellness 
mean for employees at the top?

MORGAN STANLE Y AT WORK

Six in 10 high net worth 
investors view equity 
compensation positively.

Men are more than 2x as likely as women  
to receive equity compensation. 

Women are 2x as likely as men to feel 
uninformed about equity compensation. iS
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These investors are candid about what they’re looking for in an invest-

ment firm. More than half want to work with one that values diversity, 

demonstrated by both its hiring and promotion practices.  

What they want most from their financial advisors is clear communication 

about retirement, asset allocation and market analysis. But the list goes 

on: They’re also seeking help with changes in federal tax policy, downside 

protection, managing elder care costs, estate planning and more. 

There may be an opportunity to help members of the C-suite—especially 

those who aren’t working with a professional—address their complex 

challenges. We know that many high net worth employees are not only open 

to working with a financial advisor, but they also are interested in accessing 

one through their financial wellness benefits at work. 

Certain Financial Wellness Benefits 
Rise to the Top
The financial wellness benefits high net worth 

employees find most appealing are assistance with 

retirement planning, access to a financial advisor 

or counseling, and general financial education. 

While this may at first seem surprising, our 

poll shows that those who are somewhat or less 

confident in managing their personal finances 

gravitate even more to certain benefits. And that 

includes not just retirement planning and access 

to advice, but also budgeting and spending tools. 

The takeaway? While members of the executive set 

have generally achieved at least a basic level of finan-

cial wellness, many still admit needing help meeting 

both short-term and long-term financial goals. 

Financial wellness benefits of greatest interest 

to high net worth investors: 

High Net Worth Employees May  
Be Leaving Benefits on the Table
While almost half of those surveyed receive financial 

wellness benefits and about half are somewhat 

or very interested in receiving financial wellness 

benefits, nearly seven in 10 report taking advan-

tage of only some or hardly any of them. 

What’s more, of those who don’t have financial 

wellness benefits at work, only about half are 

moderately or very interested in receiving them.

While the news can seem discouraging, it also 

suggests an opportunity for better education 

and communication about the value of financial 

wellness offerings specifically for executives. 

And outreach to executive-level employees may 

be even more effective if it’s targeted, as execu-

tive women without access to financial wellness 

benefits are much more likely to express interest 

than men (57% vs. 40%). 

Many Are Working with Financial 
Professionals
Our survey reveals nearly six in 10 high net 

worth investors currently work with a financial 

professional, typically a Financial Advisor or CFP. 

Bridging the Gap in Financial Wellness Benefits Usage
Today, financial wellness benefits are underutilized by high net worth 

employees. But for those responsible for managing the needs of company 

executives, it’s important to know that these employees hold equity 

compensation in high regard, and they value services like professional 

financial advice and financial education. 

Clearly, there’s room to improve both the perception and the usage  

of financial wellness benefits for top executives. Getting there may require 

targeted education and communication to better explain the value of 

financial wellness benefits and show how the benefits address their unique 

needs. A plan may begin with women in the executive ranks, who are much 

more likely to express interest than men. 

Morgan Stanley Smith Barney 

LLC (“Morgan Stanley”), its 

affiliates and Morgan Stanley 

Financial Advisors or Private 

Wealth Advisors do not provide 

tax or legal advice. Clients should 

consult their tax advisor for 

matters involving taxation and tax 

planning and their attorney for 

legal matters.

©2021 Morgan Stanley Smith 

Barney LLC.  Member SIPC. 
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About Morgan 
Stanley at Work 
Morgan Stanley at Work provides workplace 

financial solutions for organizations 

and their employees, for a holistic and 

comprehensive financial wellness solution—

now with E*TRADE. To learn more about 

Morgan Stanley at Work’s offerings, visit 

morganstanley.com/atwork. 

Retirement 
planning

Access to 
financial advisor 

or counseling

General  
financial 

education

69% 57% 41%

56% of high net worth  
investors say it’s 

important that their 
investment firm hires 

and promotes those from 
diverse backgrounds. 

Nearly six in 10 high 
net worth investors 

currently work with a 
financial professional.

87% of high net 
worth investors 

seek guidance on 
retirement assets, 

asset allocation and 
market analysis. 

56% 87%
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Going Public 
Key compensation issues 
in preparing for an IPO  
or SPAC merger

By Jon Szabo and James Kzirian

MERIDIAN COMPENSATION PARTNERS
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Last year, for the first time, U.S. companies raised more 

than $100 billion through initial public offerings (IPOs). In 

addition, 2020 saw a marked increase in the use of Special 

Purpose Acquisition Companies (SPACs) as an alternative 

route for taking companies public. SPACs have exploded  

in popularity over the past few years due to their significant 

advantages over traditional IPOs, such as faster timelines, 

lower costs, easier information dispersion and greater access to capital.

IPO vs. SPAC
The principal purpose of an IPO or SPAC is to take a privately held company 

public. IPOs accomplish this objective by selling shares in a privately held 

company to the public. On the effective date of an IPO, the new public 

company’s shares are listed and traded on a national securities exchange. 

IPOs can help raise capital, reward stakeholders and early investors, and 

build brand awareness, but they often involve a long and complicated 

process that can be expensive. 

SPACs accomplish the objective of taking a private company public  

in a different way than IPOs. As explained in more detail below, a SPAC  

is already a publicly traded company used for the acquisition of a privately 

held operating company. The acquired privately held operating company  

is merged into the SPAC, hence becoming a publicly traded company. 

What Makes SPACs Unique
SPACs are publicly traded shell companies created for the sole purpose of 

acquiring a private company. SPAC founders (or sponsors) are usually private 

equity investors, successful bankers or former industry executives who pro-

vide modest start-up capital for the SPAC. Once funded, a SPAC goes through 

a relatively small-scale IPO process by registering its shares with the Secu-

rities and Exchange Commission, securing underwriting and offering SPAC 

units (shares) to the public. SPAC management will then look for potential 

acquisition targets of privately held operating companies.

Unlike an IPO, where investors know exactly what they are investing in, 

SPAC investors may only know the SPAC’s possible targets. As one investor 

put it, “An IPO is basically a company looking for money, while a SPAC is 

money looking for a company.”1 Some SPACs target companies within spe-

cific industry sectors or companies of particular revenue or asset size, but 

many do not. An investment in a SPAC is an investment in the leadership 

team’s ability to successfully find and acquire a target company with signifi-

cant value creation potential. 

Unlike IPOs, a SPAC has two years from the time it is established to make 

an acquisition. If the two-year period ends without a successful transaction, 

the investors are reimbursed their respective investments. If an acquisition 

is completed, SPAC units are converted into shares of the acquired company. 

This transaction launches the “de-SPACing” process, by which the private 

company and its operations, leadership teams, products and services merge 

with the public entity SPAC upon which the SPAC changes its name and ticker 

symbol to reflect the new company. Founders usually realize a substantial 

return on their investment.

A SPAC may approach a target company that meets specific criteria and 

offer a merger, subject to the approval of SPAC investors. Rather than having 

months or years to prepare for a traditional IPO, a SPAC timeline could be 
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as short as a few months. In our experience, because target companies of 

SPACs may not be planning to be publicly traded in such a short timeframe, 

it is often the case that SPAC target companies do not have mature and fully 

market-competitive compensation structures. They depend on the SPAC to 

establish processes to prepare for a public company compensation structure, 

often an enormous challenge for young companies to achieve in the span of 

just a few months. The primary area of focus is often the company’s equity 

grants in connection with the transaction and beyond, as further detailed 

later in this article. 

Preparing a Public Compensation Structure
In preparation for becoming a public company, a critical step is calibrating 

the executive pay program to both support the business strategy and to 

be competitive with other public companies of similar size and industry 

to attract, motivate and retain key talent. Understanding the prevailing 

market practice in terms of executive pay levels and structure, incentive 

design and other key features helps inform how compensation may need 

to change to become market-competitive (often over time), align with 

shareholder expectations and corporate governance standards, and support 

the company’s strategy. 

Establishing a market reference group that includes 15 to 20 well-

established and publicly traded “peer” companies typically forms the market 

backdrop for these compensation decisions. Companies in a peer group 

should have any number of attributes in common with the SPAC acquired 

company—company size (annual revenue, market capitalization, head count), 

industry, geographical footprint and more. Compensation details for these 

companies are publicly disclosed, and when reviewed in aggregate, provide 

key insights into market-competitive pay levels, designs and practices. 

Further data can be gleaned from compensation survey databases which 

can be filtered based on the industry and size of the company. This market 

information provides important directional context and guidance for the 

new board of directors and the management team in thinking about the 

appropriate compensation programs going forward. 

Companies should also create a go-public transaction peer group. These 

transaction peer companies may not be as directly comparable along the 

dimensions mentioned above, but they are representative of newly pub-

lic companies that have recently established equity compensation plans, 

sometimes with special initial awards tied to the 

transaction. This data helps inform how much 

equity is commonly reserved and allocated upon 

becoming a public company as well as other 

equity design features that are unique to newly 

public companies. 

Key initial decisions on salary, annual and long-

term incentive levels and design are often tackled 

in advance of becoming a public company so that 

these specifics can be shared with employees. 

There are several secondary considerations for 

companies preparing to go public, such as stock 

ownership guidelines, a clawback policy, and 

severance and change-in-control protections. 

Stock ownership guidelines specify what 

the company expects the CEO and next-tier 

executives to hold in equity to ensure that their 

interests are aligned with shareholders. Clawback 

policies protect the company and its shareholders 

in the event of a financial reinstatement, fraud or 

executive misconduct. Severance compensation 

is a means to fairly transition employees out 

of the company while protecting the business 

and shareholders by requiring the transitioning 

employee to comply with certain restrictive 

covenants post-employment. As such, some 

companies establish an executive severance plan 

as part of the initial preparation activities rather 

than as a secondary activity.

Equity Compensation
A featured component of public company executive 

compensation is equity awards. Many companies 

will make an initial equity award to employees 

in conjunction with a go-public event, and then 

begin a pattern of regular annual equity awards 

to executives and other key employees thereafter. 

Equity compensation is critical for aligning 

employee interests with those of shareholders, 

ensuring appropriate compensation outcomes with 

execution of longer-term company strategy and 

establishing meaningful retention incentives. 

To award equity-based compensation, a SPAC-

acquired company will be required to establish  

a shareholder-approved equity incentive plan 

and an appropriate-sized share reserve. An equity 

incentive plan enables the newly public company 

to grant to executives and other key employee 

permitted award types (e.g., stock options, stock 

appreciation rights, stock units and restricted 

shares). In addition, an equity plan will include 

the size of the share pool from which equity iS
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awards are 

granted (the 

share pool may 

be subject to 

an evergreen 

provision), the 

treatment of 

equity awards 

upon certain 

terminations 

of employment 

and a change 

in control, and 

other administrative and governance provisions.  

There are a number of key provisions to con-

sider when establishing the equity plan, such as 

provisions relating to one-year minimum vesting, 

plan administrator’s discretionary ability to 

accelerate vesting, share recycling, evergreen pro-

visions and others. Many newly public companies 

opt to create an initial equity plan that incorpo-

rates greater administrative flexibilities through 

these various plan features, with the under-

standing that these provisions may change in the 

future. Close collaboration with outside advisors 

can help a company tailor an equity plan to meet 

its specific needs and shareholder expectations  

at the time of its go-public event.

Most commonly, newly public companies  

grant full-value shares (i.e., restricted stock  

or restricted stock units) and stock options that 

vest based on continued service to the company 

and/or the achievement of specific performance 

criteria. In our experience, the prevalence 

and prominence of stock options is greater in 

newly public companies than in “steady state” 

public companies. The determination of equity 

award values and design is often done with 

consideration to several factors, including:

•  The company’s philosophy, objectives, culture 

and business strategy, which helps inform 

participation depth, equity vehicle form, vesting 

restrictions and/or performance criteria

•  Competitive award levels by position/role

•  Projected share use and expected duration of the 

equity incentive plan share reserve

• Market-acceptable levels of dilution and run rate

• Historical and targeted future company and 

individual performance

Monitoring share use and effectiveness of the 

equity compensation program over the life of the 

plan is critical to ensure equity compensation is 

being used prudently and in the best 

interest of shareholders. As the reserve 

is depleted, shareholder approval 

will be required to replenish the plan, 

unless the company’s plan includes  

an evergreen provision. 

Compensating the Board  
of Directors
The same process for pay benchmarking 

described above can be used to inform 

the board of directors’ pay program. 

Companies should benchmark pay 

levels against a representative set of companies (often the same peer group 

used to inform executive compensation decisions). The process may differ 

somewhat for IPOs and SPACs, as IPOs may already have an established board 

and compensation structure that will be adapted to a public compensation 

structure. In a SPAC merger, the company may be assembling a board for the 

first time, or may have a board of directors with little or no compensation. 

Board of directors compensation becomes a critical factor early in the SPAC 

transaction process because they are actively recruiting independent board 

members while preparing to go public, and companies can have more effective 

conversations with candidates when a potential compensation program  

is in development. In some cases, in addition to the commonly offered pay 

elements of board retainer, committee chair and member compensation, and 

annual equity grants, we have found that SPAC companies may offer initial 

equity grants to directors, a potential key differentiating factor versus more 

mature companies. 

Advice for Companies Going Public
There is a tremendous amount of work required to prepare an organization 

for life in the public markets. Companies must give themselves as much 

time as possible to move through each step intentionally and thoughtfully. 

A detailed project plan that outlines the required analyses, deliverables, 

responsible parties, events, key dates and decision deadlines, and project 

ownership goes a long way toward helping the company feel confident and 

prepared to undertake this intensive compensation decision process amidst 

all the other preparations required in a go-public transition. 

There is a tremendous 
amount of work 
required to prepare  
an organization for life  
in the public markets.

1 https://news.

crunchbase.

com/news/

spac-vs-

traditional-ipo-

investors-see-

benefits-of-

blank-check-

companies
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Telling Your 
Compensation Story

Considerations in drafting 
an effective CD&A

iStock.com/STEEX

By Ron Schneider  

DFIN
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There is no one-size-fits-all, or perfect template for  

a more communications-focused proxy or for the heavily 

scrutinized Compensation Discussion and Analysis 

(CD&A) section. Nor is there uniformity to compensation 

programs themselves. Savvy companies tend to follow 

practices that best suit their current stage of growth  

and competitive position, recognizing that even this  

is a moving target likely to evolve over time.

As investors’ interests have broadened, most mature company proxies 

have evolved well beyond a compliance-focused response to SEC disclosure 

requirements, as laid out in Schedule 14A. For newer companies, this 

evolution to a communications-focused instrument still lies ahead as they 

mature and their ownership base evolves. 

In this piece, we outline the steps and considerations that we review with 

clients to help them arrive at the appropriate organization, messaging con-

tent, navigability and design elements to communicate their often-unique 

compensation programs effectively to their investors. For many companies, 

this involves going beyond the “what” and detailing the “why” of compen-

sation and related internal practices. Done effectively, this approach can 

help maximize investor understanding and thus build support for company 

compensation programs and their administration, while, at the same time, 

mitigating the impact of negative proxy advisor recommendations.

DFIN (also known as Donnelley Financial Solutions) supports over one-

third of all U.S. companies with their proxies and other critical SEC filings 

and investor communications. This significant market share affords us  

a unique window into the evolving techniques companies are using to engage 

investors and gain their support for their corporate governance, executive 

compensation and sustainability programs. We apply these lessons, as well 

as our knowledge of areas of greatest interest to investors, to advise clients 

on messaging strategy. In providing creative design services, we follow 

our “design with a purpose” mantra. In our view, design should support the 

message and brand, drawing the reader’s attention to key topics and making 

these topics both digestible and full of impact.

A Checklist for Compensation Disclosure
Companies providing stellar CD&As and other disclosures consider a number 

of elements when deciding how best to communicate. Most of the topics below 

generally belong in the CD&A, but others may also warrant discussion else-

where, such as in substantive CEO and board cover letters, proxy summaries 

and in discussions of board oversight.

Voice. Ideally, the CD&A reflects the board’s thinking in formulating and 

overseeing compensation programs that are often quite complex. Some 

companies make their own thought processes front and center with Compen-

sation Committee cover letters immediately preceding the CD&A. Committee 

member photos can further “humanize” these leaders to investors and may 

even highlight elements of diversity within your boardroom.

Context and strategy. Before asking investors to support your compensa-

tion philosophy, program, and its results, remind them about your company’s 

current strategies and performance. This is particularly helpful for large, 

long-term indexed (or passive) investors who want to vote thoughtfully, but 

may not be as attuned to the company’s ongoing IR dialogue as are more 

active managers. 
iStock.com/STEEX
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Both for the pragmatic issue of ease and to ensure message consistency, 

this reminder about strategy often involves repurposing recent IR  

disclosures at the start of the CD&A. Also, major investors tend to want  

a clear, credible statement of how the compensation program is aligned  

with and supports the business strategy. Put another way, when evaluating 

pay-for-performance alignment, investors focus on “which performance”  

is being rewarded—ideally, performance aligned with the already-articulated 

business strategy. However, the connection between pay and strategy is often 

absent, or unclear. So, connect the dots.

Organization and flow. Most companies start with the prior year’s proxy 

and “mark it up,” which tends to result in more content being added than  

is deleted. It may make sense to take a step back before drafting (or updating) 

content and start with a fresh outline. In this outline, ask yourselves: Is there 

a logical flow? Is there a consistent hierarchy of primary, secondary and 

tertiary topics and section headings? And are related topics located adjacent 

to one another? 

Cascading detail. When it comes to describing the pay program itself, start 

with the overall compensation philosophy. Next, there should be a high-level 

overview of “at risk” pay (e.g., pay mix graphs), a more detailed overview 

(e.g., elements of compensation tables) and, finally, a full explanation of each 

element of pay. Remember that virtually every company claims to have  

a “pay-for-performance philosophy.” Absent compelling detail, this can  

be a hollow statement.

Navigation. Different audiences are interested in different information, 

with many treating the proxy as a “reference” rather than a “reading” 

document. With that in mind, a consistent hierarchy of topics and the 

introduction of section heading styles described above make sense. In 

addition, useful navigational aids, including detailed Tables of Contents 

(TOCs), supplemental CD&A TOCs, or logic-flow roadmaps to content  

(“in this section, you will learn…”) may be enormously beneficial.

Branding. Some companies have successfully integrated branding and 

product elements into the CD&A, as well as into the overall proxy. We’ve 

seen airplanes and other products in bar graphs, automotive dials in circle 

graphs, and related imagery in section dividers and page headers. Given the 

increasing focus on human capital and workforce diversity, many companies 

are featuring their employees throughout the document.

Additional Areas of Focus
The nature of your program (metrics-based, i.e., “formulaic” or 

discretionary). While neither type of program is right or wrong, explain  

why you feel your approach makes sense for your particular company.  

If formulaic, clearly explain the rationale for the metrics selected and their 

alignment with the business strategy. If discretionary, point out past instances 

of negative, as well as positive, discretion to guard against perceptions that 

the company is engaging in a “heads I win, tails you lose” attitude.

COVID pay impact. The pandemic affected many companies’ perfor-

mance, pushing some industries into survival mode. For these companies, 

TSR and other traditional performance measures may not fairly measure 

performance of management and the board. Consider describing company 

out-performance relative to peers in navigating this crisis to support the use 

of “resilience discretion,” or other pay adjustments made by the compensa-

tion committee. 

Investors have indicated that they will view the 

impact of COVID holistically across the company. 

For this reason, it may also be advisable to discuss 

CEO pay impacts alongside any impacts on the 

broader workforce. Investors want to know if 

management is sharing the pain, and how capital 

spending has been adjusted to ensure employee 

health and safety.

Performance metrics and their alignment with 

the business strategy. Often the link between 

metrics and business strategy isn’t as clear to 

outside readers as it is to company management 

and to board members, who are very close to the 

topic. One point that can’t be overemphasized is 

the importance of explaining your thinking and 

connecting the dots for first-time readers. 

Avoid technical jargon and clearly define all 

acronyms. Also, make sure critical information is 

easy to locate. Instead of asking readers to search 

for metrics in the middle of a paragraph of text, 

consider making use of tabular highlighting. 

Another way to make sure that metrics and 

their rationale can be easily located and under-

stood is to include “elements of compensation” 

tables, in addition to a lengthier section that 

separately discusses each such element.

Increasingly, some new non-financial metrics, 

including ESG metrics, are being included. 

Typically, these metrics relate to workforce 

safety and diversity, equity and inclusion (DE&I), 

particularly in annual/short-term incentive plans. 

If metrics like these are newly adopted, they may 

deserve additional visibility in a CEO or board 

cover letter, proxy summary, and ESG and human 

capital discussions, as well as in the CD&A itself. 

With investors (and potentially the SEC) favoring 

the use of consistent materiality and reporting 

standards, investors will want to know if you are 

using SASB, TCFD, GRI or other standards in the 

CD&A, as well as in upcoming CSR reports.

The business mix and/or strategy have 

evolved. Strategy changes are quite common, but 

they do raise additional questions. How has the 

pay program evolved to support this transition? 

And are there corresponding changes to gover-

nance and compensation oversight practices? 

Good ways to address these questions are to over-

lay IR discussions of the business transformation 

with corresponding changes to governance and 

compensation practices in an impactful timeline 

format. This approach is also relevant for restruc-

turings, turnarounds and leadership transitions.
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[Effective communication] involves 
going beyond the “what” and 
detailing the “why” 
of compensation  
and related  
internal practices.

Investor engagement. While once a “nice  

to have,” a discussion of investor engagement is 

now a “must have.” The best way to get credit for 

the best practice of engaging with investors is to 

address this engagement in disclosure documents. 

When we talk about investor engagement, we 

are discussing engagement with voters and 

stewardship officers at institutional investors. 

Key topics include governance, compensation and 

sustainability, as opposed to the traditional IR 

dialogue about strategy and performance. While 

some of these topics certainly may overlap,  

be clear about your definition of engagement.

If your recent voting results are good (increas-

ingly, viewed as over 80% support), disclosing 

voting results and perhaps the scope and time-

frame of engagement generally suffices. 

Following sub-par votes, as well as other situa-

tions where you anticipate greater scrutiny, it 

may be advisable to go the extra mile and disclose 

“what you heard” and “what you did” with this 

feedback. This doesn’t mean you must automati-

cally adopt every investor suggestion; and in fact, 

some feedback may be addressed through clearer 

disclosures of why you are sticking with your 

current practice(s). Either way, discussions like 

this demonstrate “responsiveness to the vote” and 

to investor views generally.

Be aware that not all investors follow proxy 

advisor recommendations in lockstep. Engag-

ing only with proxy advisors and addressing 

their concerns may not address other concerns 

investors had that drove 

their votes. Unless you 

engage with investors, 

you may not uncover the 

true motivation behind 

the vote and may thus fail 

to address other pressing 

investor concerns.

Pay-for-performance 

story. While heavily 

relied upon by proxy 

advisors and many 

investors, TSR may not 

fully reflect superior 

executive performance, 

particularly in times of 

market turmoil. In such 

cases, it may be advisable 

to highlight performance 

against key strategic and 

financial metrics. Also, consider highlighting performance relative to peers 

or indices (i.e., “We out-managed the competition during COVID”).

Some companies choose to disclose alternative pay (i.e., realized or real-

izable pay). When it comes to making this disclosure decision, bear in mind 

that many major investors purchase data sets from Equilar that automati-

cally calculate these alternative pay measures, so many investors have access 

to this information whether or not you provide it directly.

Peer or comparator companies. If making comparisons, describe how peer 

or comparator companies are selected (e.g., by industry, market cap, revenues 

or employee headcount) and how they are utilized (e.g., pay benchmarking 

and/or performance measurement). 

If you’ve recently adjusted your peer group(s), to counter concerns about 

cherry picking, explain why you added and/or deleted specific companies. 

To address concerns about use of “aspirational” peers, consider disclosing 

your size relative to peers on key criteria. Disclosing additional information 

beyond size, such as relevant financial measures (ROIC, ROA) or workforce 

information, may induce investors and proxy advisors to lend greater weight 

to these company-selected peers than to the often-disparate peers chosen 

by proxy advisors.

“Our company is unique and so we employ nonstandard pay practices”  

is a statement that needs some support. If you feel your unique practices are 

right for your company and thus in the best interests of investors, that is 

fine, but recognize that you have a higher obligation to clearly explain your 

thinking. Otherwise, these nonstandard practices may be underappreciated 

or misunderstood.

“We haven’t made any dramatic year-over-year changes, but rather a series 

of incremental changes over the past several years” is another common 

statement. Investors appreciate your pointing out changes from the prior 

year so they don’t have to uncover these changes themselves. To gain credit 

for incremental change over a period of years, a timeline of changes and the 

rationale for how these changes came about can demonstrate a longer-term 

shift or a new direction altogether.
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For examples of how leading companies 
handle these compensation considerations, 
as well as a range of other board, 
corporate governance, ESG, and related 
proxy disclosures, please see DFIN’s 

“Guide to Effective Proxies,” available  
at bit.ly/3elpILx.

C•S +

Further topics that may be included in the CD&A, and/or elsewhere, include:

• Your human capital story. For many companies, this will largely be framed 

by their COVID experience—how they managed through the turmoil and 

steps they took to ensure employee health and safety while maintaining 

productivity and collaboration. A company’s human capital story may be 

partially addressable in the CD&A, particularly in discussions of pay equity 

among diverse employee populations.

• Pay ratio. This is not necessarily a part of the CD&A, but it warrants 

mentioning. The good news is that most companies have found that earlier 

concerns about pay ratio disclosures haven’t come to pass, and these 

disclosures are typically a non-event. That said, if your ratio diverges 

significantly from that of companies considered to be your peers or com-

petitors, OR if your pay ratio has recently changed, consider putting this  

in context in terms of any shifting strategies, recent M&A or other events 

that may have impacted the business model and thus the workforce profile.

A Few Last Considerations
Use of design to enhance readability. We don’t believe that every page 

requires design elements; rather, design should be used judiciously to high-

light key messages and break up dense text. Useful design features include 

callouts or “pull quotes,” graphs, timelines, tabular and bullet sections, 

page and table header treatments, and company branding and other visual 

elements. Here, we urge restraint and recommend against being “overly 

creative” since showing something a new way means investors haven’t seen 

that type of presentation before and may have to spend more time figuring 

it out. Used judiciously, tried-and-true visual and design elements are often 

the most effective.

Color. Besides enhancing the general appearance, use of company colors 

can extend a company’s brand into its disclosure documents, and impor-

tantly, can help to differentiate sections of graphs. If there are concerns 

about the impact of color on print costs, apply the broader color palette to the 

SEC-filed and web-hosted version (as adding color digitally can be very cost 

effective or even free). 

Avoid graphs with multiple shades of a single color such as blue or gray 

because asking readers to rely on a tiny color key for interpretation can lead  

to misunderstandings.

About DFIN (Donnelley 
Financial Solutions) 
DFIN is a leading global risk and compliance solutions company. We provide 

domain expertise, enterprise software and data analytics for every stage of 

our clients’ business and investment lifecycles. DFIN SaaS offerings, including 

eBrevia—data extraction powered by Artificial Intelligence, Venue Virtual 

Data Room and ActiveDisclosure, support critical issues with teams working 

remotely, specializing in: enhanced security and workflow management 

tools, providing innovative ways to collaborate exchange and manage SEC 

compliance and transactions.

Online version. Many readers access doc-

uments online: some at the SEC site, some at 

platforms drawing from SEC filings and others  

at company websites. In addition to cost-effective 

color, there are a range of additional interactive 

and navigational features that can be added  

to the online proxy, including hyperlinked tables 

of contents and links to company and director 

videos. In addition, enhanced, interactive proxies 

can be housed within specially designed proxy 

microsites that also include the 10-K or annual 

report, a sustainability report, convenient voting 

buttons and other important features. 

Peer disclosure benchmarking. Many of our 

clients tell us that they aren’t seeking to be on 

the vanguard of proxy innovation, yet they don’t 

want to be perceived as communication laggards 

by their investors. Since your peer companies 

may be innovating from year to year, it’s import-

ant to regularly review the level of disclosure and 

design that they’re providing to guard against 

inadvertently falling behind. Many of our proxy 

and sustainability disclosure consultations start 

with such peer reviews.

Conclusion
Remember, not all companies need to fully address 

each of the above elements every year. That said, 

conscious consideration 

of this checklist on an 

annual basis, combined 

with new information 

from your investor 

engagement program 

and peer company 

reviews, can help ensure 

you tell a full, credible 

and digestible story  

that gives investors 

what they are looking 

for—and hopefully,  

a little more. 

Ron Schneider is 
the Director of 
Corporate Governance 
Services for DFIN. 
He can be reached at 
ronald.m.schneider@
dfinsolutions.com.
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For more information visit  
www.equilar.com/proxy-voting-results

Effectively Analyze the 
Voting Patterns of Your 
Institutional Investors

2020 Results  
Available

 ► Maximize your engagement by 
identifying investors who have voted 
against your recommendations

 ► Scan across your industry or peer 
group to see how investors have 
voted for similar proposals

 ► Discover how your top investors by 
ownership stake voted on proposals 

 ► Analyze year-over-year voting results



Building a Diverse FrameworkWhat are some key considerations for companies looking to 

integrate ESG and DE&I into their compensation programs?
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BLAIR JONES 
Managing Director
SEMLER BROSSY 

Blair Jones has 30 years  
of experience in executive 
compensation consulting, 

primarily advising public company boards but 
also private and pre-IPO companies. Ms. Jones 
has extensive experience across healthcare, 
retail, consumer products, automotive and 
aerospace industries. She has expertise in 
advising boards on company transitions, 
significant investor concerns and an expanding 
human capital management mandate. 

Ms. Jones regularly speaks at leading boards 
of directors and executive forums and is a 
prominent author in the executive compensation 
space. Her articles have been featured in many 
publications including NACD Directorship, 
Directors & Boards, Harvard Business Review, 
Workspan, Corporate Board Member and 
Bloomberg. Ms. Jones was a many-year member 
of the Executive Rewards Advisory Council for 
WorldatWork and co-founded WorldatWork’s 
Women in Executive Compensation and 
Regional Executive Compensation Roundtables. 
Ms. Jones participates in broader governance 
dialogue at the steering committee of the U.S. 
30% Club and Harvard Law School Corporate 
Governance Roundtables.

Ms. Jones began her career at Bain & 
Company. Prior to joining Semler Brossy,  
Ms. Jones was Practice Leader in Leadership 
Performance and Rewards at Sibson 
Consulting. Ms. Jones holds a B.A. from 
Williams College 
in chemistry, with 
highest honors.

Building a Diverse Framework

Eager to give greater attention to stakeholders beyond investors, 

corporate boards have been adding environmental, social and 

governance (ESG) issues to their agenda. Prompted by institutional 

investors and proxy advisors—and from other stakeholder groups—

they’ve begun considering translating those concerns into their 

executive pay packages. At Semler Brossy, we’ve seen a dramatic 

increase in client inquiries on this challenge.

Linking ESG metrics to executive pay is a powerful way to drive 

change, but compensation is a sensitive instrument, so we urge 

caution. Compensation real estate is limited. Each new metric may 

dampen the emphasis on existing metrics. It is important to balance 

all incentive metrics to gain the most powerful effect. Companies 

can be most effective with ESG metrics starting with just the most 

relevant issues for them and their industry or sector, rather than 

trying to address all ESG elements.

Companies can assess a number of worthy goals against the compa-

ny’s specific strategy for customers, employees and other stakeholders. 

Where can you make the biggest impact or where do you have the 

biggest gaps? What metrics best drive competitive advantage? Are you 

looking to limit a major risk or capture a big opportunity?  

As with any other new metric, ESG metrics should be crafted 

to reflect the company’s context and ESG priorities—and to 

complement the existing pay incentives. The company should 

also test a metric before including it in compensation, to reveal 

unintended consequences or the possibility of gaming. Rather than 

a single decision, new pay metrics involve a process that begins with 

elevating certain issues internally and externally. No need to know 

everything at once; boards can move from incorporating metrics 

in a general scorecard to more specific incentives as they better 

understand the dynamics of certain issues.

The board’s commitment is critical—this must not be a short-

term publicity exercise. ESG goals almost always require multi-year 

efforts. There’s also a signaling component: While adding the metric 

to your incentives may send a positive message, taking it away  

or diluting it later will do the opposite.

Compensation isn’t the only tool for ESG. For at least some issues, 

organizations might do better with reinforcing the importance  

of the metrics through who gets promoted or cultural shifts, rather 

than new pay incentives. But the urgency of ESG makes it a natural 

addition to many company’s pay packages over time. If done well,  

it can help the company and society thrive in the long term.
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ANI HUANG 
President and CEO
CENTER ON EXECUTIVE COMPENSATION
 
Ani Huang is President and CEO of the Center  
On Executive Compensation and Senior Vice 
President of the HR Policy Association. Ms. Huang 

joined the Association in January 2012 from Global Payments, Inc., 
where she was Vice President of Global Compensation and Benefits. 
She has almost two decades of experience in compensation and 
human resources.

In her current role, Ms. Huang is responsible for overseeing the 
Center’s practice on a wide variety of executive compensation and 
governance issues as well as subscriber engagement and Center 
research and writing. She is a frequent speaker and writer on the 
topics of executive compensation and governance.

Prior to serving as Vice President of Global Compensation and 
Benefits at Global Payments, Ms. Huang 
held various positions at Deutsche Bank 
A.G. in New York and Tokyo. She is  
a graduate of Stanford University.

The Age of ESG represents a paradigm shift  

in the relationships between public companies 

and their investors. Today, most investors expect 

companies to have a clearly articulated ESG 

strategy that is integrated with the company’s 

plan for long-term value creation. As ESG 

strategy is becoming “table stakes” for public 

companies, attention is now turning to how 

companies can incorporate ESG into executive 

compensation in ways that will incent strong 

business results and address material ESG risks 

and opportunities.

From SGP’s recent dialogue with institutional 

investors and asset managers representing over 

$25 trillion in assets under management, several 

key considerations emerge:

Materiality. The ESG issues that are included 

in executive compensation should have both high 

impact to the business’s financial outcomes, and 

high importance to stakeholders who impact the 

success of the business.

Management influence or control. As with 

financial metrics, the ESG metrics on which an 

executive is assessed should track outcomes that 

ROB MAIN 
Managing Partner and COO
SUSTAINABLE GOVERNANCE PARTNERS

Rob Main, CFA, is Managing Partner and COO at 
Sustainable Governance Partners (SGP), an ESG 
advisory firm that helps public company executives 

and directors navigate the ESG issues that matter to their institutional 
investors. Mr. Main specializes in strategy development, board 
related matters, investor engagement and executive compensation. 
Mr. Main was previously the Head of Investment Stewardship for 
the Americas and Asia at Vanguard. His responsibilities included 
company engagement, ESG research, proxy voting and policy 
development. He is a thought leader in the industry and a frequent 
participant on panels and roundtables.

Mr. Main earned a B.S. from the University of Richmond, and an MBA 
from Villanova University. He is a CFA charterholder and is a member of 
the CFA Society of Philadelphia. He currently serves as adjunct faculty in 
Villanova University’s MBA program and has guest lectured at Harvard 
University, Drexel University and at Villanova’s Charles Widger School of 
Law. Mr. Main previously served on the Corporate 
Governance Advisory Council of the Council of 
Institutional Investors (CII).

The Center On Executive Compensation’s recent 

survey showed that almost half of our members 

either have an existing diversity and inclusion 

(D&I) metric in their incentive plan or will be  

adding one for 2021. However, there is clearly  

a lot to be learned about the best way to imple-

ment a metric like this; even for companies with 

a long-standing practice of setting diversity goals, 

tying those goals to executive compensation is  

a new proposition.

The most important consideration for any 

incentive plan metric has to be results. The 

company’s task is to determine which metric,  

or combination of metrics, will best correlate 

over time with the results desired by the company 

and its shareholders. In the case of diversity 

and inclusion, the result should be increased 

and sustained representation of women, people 

of color, and members of underrepresented 

communities in the workforce and at the 

management level. But the best way to achieve 

this result may differ substantially by company.

continued on the next page
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the CEO and other named executives can impact 

through their decision-making, execution and 

management of the business.

Board oversight. For the board or compensa-

tion committee to evaluate a management team 

based on ESG objectives, it is essential that they 

have the requisite ESG acumen and information.

Time period. When thoughtfully employed, 

ESG objectives will line up with the appropriate 

time period, recognizing that some matters are 

best addressed over multiple years, while others 

are better suited to an annual cycle.

Engagement. Critically, a company must 

engage with its long-term shareholders to hear 

their perspectives on the relevance of specific 

ESG issue(s) to the company’s long-term 

value proposition, on best practices for ESG 

compensation integration, and on how they— 

the investor—measure success or failure when  

it comes to ESG risk management.

As the use of ESG metrics in compensation 

evolves, companies have some latitude to 

determine ESG topics, metrics, targets and 

weightings. However, as investors continue to 

prioritize ESG issues, they are likely to develop minimum expectations—

many of which, we anticipate, will drive at the considerations listed above. 

Leading companies will focus on including ESG issues in compensation that 

are grounded in materiality, will actively incorporate investor feedback and 

will keep their boards educated on the ESG issues that matter to investors.

Increasing representation, especially at the 

management level, is a long-term goal. However, 

the vast majority of companies using D&I metrics 

in their incentive plans today do so in the annual 

plan. If the metrics are related to the ways in 

which the company has decided to achieve its 

representation goals, such as metrics around 

diverse hiring, promotion or managing attrition, 

this makes sense. But if a result-oriented goal 

is desired, such as “increase representation of 

people of color in management by 10%,” it may 

make more sense to place this goal in the long-

term plan. For example, Prudential Financial 

applies a modifier of plus or minus 10% to its 

performance share awards based on increasing 

diverse representation at leadership levels 

throughout the company. 

We are experiencing a radical period of exper-

imentation as companies make bold decisions 

about what inclusion and diversity means to 

them and how best to achieve meaningful results. 

There is likely to be considerable evolution as best 

practices begin to coalesce. It will be critical to maintain a results-focused 

lens when it comes to determining what worked and what didn’t, just as we 

do with more familiar financial or operational metrics. Despite strong efforts 

by companies in the past, very little has changed when it comes to Black 

and Hispanic representation in management over the past 30 years. If our 

current efforts are to bear fruit, we must keep the end goal (increased diverse 

representation at all levels) constantly in mind.
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BOB BARBETTI 
Head of Executive Compensation Advisory
J.P. MORGAN PRIVATE BANK 

Robert Barbetti, Managing Director, is the Global 
Head of Executive Compensation and Benefits at 
J.P. Morgan Private Bank. As a senior member of 

the Private Bank’s Advice Lab, Mr. Barbetti focuses on maximizing 
and optimizing executive compensation for insiders.

His expertise includes managing single stock concentrations, 
employment and severance packages, pre-IPO planning, M&A  
transactions and capital market solutions for executive 
compensation. In particular, Mr. Barbetti focuses  
on issues related to Sarbanes-Oxley and 
good corporate governance, especially those 
challenges faced by boards of directors. 

IRV BECKER 
Vice Chairman, Executive Pay & Governance
KORN FERRY

Irv Becker is Vice Chairman of Korn Ferry’s Executive 
Pay & Governance business, based in the firm’s New 
York office. Mr. Becker partners with boards and 

senior executives to create sustainable organizations, enhancing the 
effectiveness of the board/CEO relationship. He works with groups to 
design and develop reward programs, aligning executive efforts and 
results with the success of the company.

Mr. Becker’s financial background provides a grounded perspec-
tive on performance measurement and management. Since 2008, 
Mr. Becker has been included on the Directorship 100, a list pub-
lished by Directorship magazine recognizing the most influential 
people who shape agendas and corporate governance issues in 
boardrooms across America.

Mr. Becker has worked with major public and private corporations 
across multiple industries. His clients range the spectrum from Fortune 
50 companies to pre-IPO startups. He has worked with companies in-
volved with initial public offerings, mergers, acquisitions and divestitures, 
as well as helped organizations develop new 
reward philosophies and approaches to sup-
port a major change in business direction.

ESG-related metrics have increasingly been 

incorporated as performance measures in compa-

nies’ incentive plans. To the extent that companies 

include sustainability metrics in their incentive 

plans, they should be material and aligned with  

a company’s long-term strategy. It is important that 

companies using sustainability performance met-

rics explain carefully the connection between what 

is being measured and rewarded alongside business 

goals and long-term performance. Failure to do  

so may leave companies vulnerable to reputational 

risks and undermine their sustainability efforts.

 How do companies determine which sustain-

ability objectives are most material for them, and 

how do they transform those goals into measures 

for purposes of incentive compensation? Initially, 

a “scorecard” approach can be used to combine the 

company’s ESG priorities. As the board gradually 

becomes more familiar with these incentives, the 

board can replace the scorecard with hard metrics 

measuring annual progress toward long-term 

goals. These goals will likely extend to the long-

term incentive (LTI) plan as well since most require 

The incorporation of ESG metrics in incentive 

programs happened with uncanny speed. These new 

metrics seem to be a major discussion topic for every 

compensation committee. As more and more incen-

tive programs begin to roll out with these metrics, 

what lessons have we already learned, and what 

do these programs look like five years from now?   

When incorporating ESG, one of the crucial, 

although typically overlooked, decisions is the 

incentive plan time horizon. Nearly all of the ESG 

metrics in use at companies right now are housed 

in the short-term incentive program. Yet, many  

of our clients realize that the measurement of ESG, 

and particularly diversity and inclusion, is better 

done over a long-term period. So why are we not 

seeing more ESG metrics in long-term programs? 

Primarily, these metrics are new, and committees 

are not yet comfortable with quantitative 

assessment of the nonfinancial goals.

Broad acceptance of ESG in long-term programs 

is going to take some time. There is a tension in the 

boardroom. Compensation committee members 

want to motivate executives in new directions, but 

they fear the unintended consequences. While 

long-term measurement may be best, there is little 

continued on the next page
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AMY WOOD 
Partner
COOLEY LLP 

Amy Wood is Chair of Cooley’s compensation & 
benefits practice group. Her practice focuses on 
executive and director compensation, corporate 

governance and shareholder engagement for public companies. 
Her experience includes designing, implementing and disclosing 
executive compensation arrangements, such as equity incentive 
plans, bonus plans, performance awards, change in control and 
severance plans and employment agreements. Ms. Wood advises 
clients on the impact of ISS, Glass Lewis and institutional investor 
policies and the shareholder relations issues that arise in connection 
with compensation and corporate governance matters. 

Incorporating ESG (including DE&I) metrics into compensation programs 

is typically not a controversial concept, but selecting the right metrics and 

determining how to incorporate them can be surprisingly challenging. Before 

ESG metrics can be incorporated into a company’s compensation arrangements, 

ESG risks and opportunities should be identified and integrated into the long-

term business strategy. From there, boards can select ESG metrics that are 

material to the business and aligned with the long-term business strategy. To the 

extent another committee is charged with oversight of ESG, the compensation 

committee will likely want to collaborate with such committee when selecting 

ESG metrics and incorporating them into compensation arrangements. When 

selecting metrics, it is also important to remember that investors expect to see 

rigorous goals and robust disclosure, including about payout decisions. 

In addition to identifying ESG metrics, it is necessary to determine how 

and where they will be incorporated and how performance will be measured, 

considering that achieving certain types of ESG metrics could take many years, 

and meaningful progress may not be aligned with standard performance 

periods. Specifically, it is necessary to determine whether to incorporate 

ESG metrics into an annual or multi-year plan; whether to allocate specific 

weightings, use ESG metrics as a payout modifier or incorporate them into  

a broader strategic category or as part of individual performance assessments; 

whether to measure performance qualitatively or quantitatively; whether 

to measure performance on an absolute or relative basis and whether to 

reserve board discretion to measure achievements. What boards determine 

is appropriate and what investors are willing to support may differ from 

positions taken on other strategic metrics. For example, investors may be more 

receptive to the use of discretion in measuring achievement of ESG metrics 

than financial or operational metrics, as long as there is robust disclosure 

about the factors taken into consideration when applying discretion. 

Companies in earlier stages of determining and disclosing ESG strategies, 

developing the internal reporting capabilities necessary to accurately monitor 

and assess performance against ESG metrics, or that are not yet measuring 

and reporting ESG performance should consider phasing ESG metrics into 

compensation arrangements over time. For example, it may be appropriate 

to start with lower weightings or more subjective goals and over time move 

toward more objective and impactful metrics. 

confidence in committing to quantitative goals 

without a proven record of effectiveness and 

information reliability.

These concerns have turned the short-term 

incentive program into a proving ground. Once 

compensation committees see that the STI 

programs are creating movement on these new 

initiatives and motivating the appropriate behav-

iors, more companies will naturally transition the 

ESG metrics into their long-term programs. 

Transitions of this type typically last two  

to three years, during which time the incentive 

programs should focus on process training, 

implementation, and setting up monitoring 

systems. Building this framework lends to the 

credibility in reporting so desperately needed  

by committee members.  

The speed with which ESG took root was 

astonishing. Directors should not make reac-

tionary decisions, however. Compensation 

committees need to pause for a moment and 

consider their own long-term strategy in imple-

menting these new incentive metrics. Plot a 

long-term course towards meaningful adoption 

of these ESG metrics into the company’s ethos.

multi-year effort. It is important to use objective 

metrics since numbers will help communicate  

to the organization the progress.

 Some companies may elect to create their 

ESG incentives with various degrees of impor-

tance within executive incentive plans. For 

example, there may be a weaker link between 

the ESG objectives and a defined business pur-

pose. Another approach may include multiple 

ESG metrics without requiring quantitative 

goals. And, finally, quantitative targets with 

well-defined goals may be used. Linking ESG 

metrics to executive compensation is a powerful 

way to push for change. Companies in certain 

sectors may look to particular industry-related 

goals, such as carbon emissions in energy.

Even though ESG objectives are prevalent in  

a number of public companies, priorities among 

those objectives must be elevated. Once boards 

have clarified which ESG metrics are important 

for the company, they can incorporate them into 

incentive compensation plans. The board buy-in  

is critical as it must be a serious, multi-year effort.

Barbetti response continued

Becker response continued
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Lisa Shalett is 
Chief Invest-
ment Officer 
and Head of 
the Global 
Investment Of-
fice for Morgan 
Stanley Wealth 
Management 
and a mem-
ber of both 
the Global 
Investment 
Committee 

and the Wealth Management Operating Commit-
tee. She works to develop portfolio solutions that 
leverage the firm’s strategic and tactical asset 
allocation advice to meet client goals delivered 
through both scaled and customized solutions. 
As part of her role, Lisa leads the development 
of all asset allocation models, global investment 
due diligence and portfolio analytics. She also 
has responsibility for managing the Global Invest-
ment Committee’s models and Outsourced Chief 
Investment Office mandates, which collectively 
have more than $100 billion in assets under man-
agement. In addition, Lisa is responsible for 
Morgan Stanley Wealth Management thought 
leadership and publishes special reports on top-
ics of importance for practitioners and clients.

Prior to joining the firm in September 2013, 
Lisa served as chief investment officer of Bank of 
America Merrill Lynch Global Wealth Management. 
Previously, she held several senior roles at Alli-
anceBernstein during her 18-year tenure with the 
firm, including chairman and chief executive officer 
of Sanford C. Bernstein, LLC, and served as chief 
investment officer and head of Alliance Growth 
Equities. Lisa holds a dual Sc.B. degree in applied 
mathematics and economics from Brown Universi-
ty and an MBA from Harvard Business School. She 
is a Henry Crown fellow of the Aspen Institute and 
a founding member of the Financial Fellowship.

An interview with Lisa Shalett,  
Chief Investment Officer, Morgan 
Stanley Wealth Management

Reflections on the Economic Recovery 

T he onset of the COVID-19 pandemic sent the markets into 

a dizzying whiplash, leaving individual investors uncer-

tain and apprehensive about the future. The toll of the 

pandemic, particularly its effects toward certain sectors 

and the overall future of work, will linger for some time, 

but one key difference in this recession was the resilient 

strength of the financial sector. As the fundamentals  

of the market stayed strong and the prospect of an economic recovery has 

come quickly into focus, there is a bright light at the end of a dark tunnel.

C-Suite recently spoke with Lisa Shalett, Chief Investment Officer, Morgan 

Stanley Wealth Management, to discuss her path to the top of one of the largest 

financial institutions in the U.S., what it means to be truly client-led, and why 

the recovery post-pandemic will look a lot different than the last cycle. 

C-Suite: To start things off, can you share your journey 
and the career path that led to your current role at Morgan 
Stanley today? What obstacles or challenges did you have  
to overcome in the process? 
Lisa Shalett: The first thing I always say about long careers that end up in the 

C-suite is that they’re never planned. Young people, in particular, have a hard 

time believing it. Great careers are a combination of really hard work, a lot  

of luck, sponsorship and timing. Mine is no different in that regard. I came 

out of my MBA years not wanting to have anything to do with Wall Street.  

I thought for sure that I was going to be a management consultant for my 

career, and those were the first couple of jobs that I had right after my MBA.

When I began to work, I realized what the day-to-day life of a consultant 

was. Despite the fact that I was doing incredibly analytical work and solving 

challenging problems for really interesting clients, I was traveling 24/7, and 

that just wasn’t a sustainable lifestyle. I came back to New York and wanted 

to apply those same skills and found myself as a sell-side analyst at the 

beginning of my career at Sanford C. Bernstein, which at the time was  

an unbelievably unique, independent research boutique. 

It was during the late 1990s bull market. We were kind of a different business 

model in the sense that we didn’t have proprietary trading. We didn’t have 

investment banking. We were completely conflict-free in a world way before 

Eliot Spitzer and the various regulatory rules on work in our business. 

I had the opportunity to lead the brokerage business at Sanford C. Bern-

stein, which allowed me to not only know about research, but also about sales 

and trading. That opened other doors to me to becoming a Portfolio Manager 

and a Chief Investment Officer on the buy-side, which ultimately, through 

the great financial crisis, allowed me to transition from the institutional side 

to the wealth management side of the business.

I left Bernstein after about 18 years and moved to Merrill Lynch for a couple  

of years. I had an opportunity to begin to learn the job of being a Chief 

Investment Officer, which included asset allocation, thought leadership and 

building a wealth management research department. 

I had the opportunity in 2013 to join Mike Wilson’s team at Morgan 
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The single most important 
thing is to remember what 
it is that we do every day: 
We’re here to serve clients. 

Stanley, and that’s where I’ve been ever since. 

It’s been a great fit. For me, I don’t know that  

I had so many obstacles so much as I had oppor-

tunities. I think it was a combination of hard 

work, sponsorship, luck and timing that allowed 

me to make those transitions. 

What does a typical day look like for 
you in your current role? What types 
of challenges from your clients do you 
seek to address? How do you balance 
their needs with what is realistic in 
the market?
Shalett: The single most important thing is to 

remember 

what it is 

that we do 

every day: 

We’re here to 

serve clients. 

While it’s 

very easy 

to delude 

ourselves 

into thinking that we’re here to make money, 

that’s not my job. I’m here as a chief investment 

officer to hire portfolio managers who make 

people money. My job is to create a disciplined 

framework for our clients to help them, number 

one, sleep at night, which means managing their 

emotions around fear and greed and answering 

their questions.

Then secondarily, helping them and reminding 

them what they’re investing for—their goals. 

During a huge portion of my client meetings, 

while we certainly talk about the markets and 

where there are money-making opportunities, 

every single conversation I’m having with a 

client is customized to their circumstances. My 

biggest piece of advice is to not be overly reactive 

to news flow and short-term market moves.  

As we’re now over a year into the 
COVID-19 pandemic, what were 
the biggest impacts on wealth 
management in the last year? How  
do you maintain client trust during 
such turbulent times? 
Shalett: Client trust is earned. Happily for us, 

we did see that on the heels of debt and fiscal 

stimulus, the likelihood of having a V-shaped 

recovery was going to be quite high. So, we were 

very aggressive in recommending that clients get into the market in March, 

April and May of 2020. As a result, that was a critical thing. 

At the end of the day, trust is about being there, picking up the phone  

or on Zoom calls. Clients need ideas. They need to understand. They need  

to be educated. We do all those things to be trusted advisors. 

While the country continues to recover from the pandemic, 
there is a strong sense of optimism as the economy slowly 
opens and the vaccine rollout persists. Are you optimistic 
that we’ll see the economy rebound to a pre-pandemic state 
and, if so, how quickly will we get there?
Shalett: We have to be careful when we talk about the economy because 

there are a lot of metrics. The U.S. is already operating at levels at or above 

where we were before the pandemic, whether we’re talking about things like 

retail sales, corporate profits or things of that nature. 

One of the areas where we’re not operating at levels 

above the pandemic is the labor market, and the pace 

of reopening in some of the service industries. We 

absolutely think we’re going to get to a place of 100% 

healing, but like any other crisis, there’s going to be a 

difference. There are industries that forever are going 

to be changed.

Basically, my sense is that our economy will get  

back to where it was pre-pandemic, albeit the contours 

of the economy underneath the surface will look different.

In a recent CNBC interview, you said this cycle is different  
in that a combination of monetary and fiscal stimulus has 
left consumers with excess savings and banks with the 
capacity to lend. Can you elaborate on this and explain how 
this might impact economic growth moving forward? 
Shalett: One of the most profound things about the last business cycle 

during the great financial crisis is that while the government provided 

stimulus and the Federal Reserve was printing money, a huge portion of that 

money went to recapitalizing the banking system. The banking system was 

fixing its balance sheets, becoming re-regulated and not doing a lot of the 

lending that’s required for economic growth. On the housing and household 

side of the economy, huge numbers of families were recapitalizing their 

mortgages and restructuring their housing debt, because their housing val-

ues were underwater. They, too, were not spending. They were saving to do 

that. The difference this time is we’re coming out of a recession where banks 

are in excellent shape and have a backdrop of stimulus—so now they can 

lend those funds that Washington and the Fed put out into the economy, and 

households have saved and can spend and put money on their credit cards.

When you think about the nature of this crisis, there’s a huge amount  

of pent-up demand. There’s pent-up demand to go on vacation and buy big-

ticket items on your credit card. There’s a huge amount of pent-up demand 

for banks to actually make loans and extend credit. That is a recipe, in our 

humble opinion, not for a slow-growth cycle like we saw in the last business 

cycle, but for a business cycle that’s much hotter, but shorter. Much more 

economic growth, bursts of activities, a lot of vibrancy and new businesses 

starting up. Something we didn’t see last time. 
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THE LAST WORD

SEYMOUR CASH

“Seymour Fun”
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Learn more at www.equilar.com/openfactset

Equilar Launches New Data Feeds 
on Open:FactSet Marketplace

A 360 DEGREE VIEW OF C-SUITE 
EXECUTIVES AND BOARD MEMBERS

Equity and Compensation
Identify upcoming vesting of equity awards and 
compensation changes.

Executive and Director Relationships
Connect with key decision makers and companies 
through warm introductions.

People Business Intelligence
Track employment history, biographies, education, 
skills, ethnicity, compensation and wealth.
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