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Creating an IR Plan
Small-cap companies are the ones that need investor relations (IR) plans
the most. These companies generally have to attract a following in the
investment community whereas large-cap NYSE-listed companies
typically have a built-in group of analysts and large institutions. They
also typically have a business model with fewer moving parts so the
communications need to be more of a story on how the company works
and what affects it, versus the numbers dump larger companies provide.
We sit down with the management and determine how aggressive they
want to be with the investment community and how much time and
money they are willing to devote to it.
What we recommend is that they at least do the basics very well. That
includes the required public company disclosure for all listed companies:
four quarterly earnings releases, conference calls, etc. Those should not
just be a recitation of the numbers. There should be some strategy in the
releases and the calls. They have to be forward-looking and present a
good picture of the business.
We try to do those two things well, but lots of agencies also do those
well. So, we couple the professionalism of a good communications effort
with an outreach program to the investment community. This would be a
targeting program, and its key element includes any form of
communication (e-mail outreach or investor kits in the mail) that reaches
likely buyers of the company’s stock. Identification is done through a
peer group analysis. We want to find similar-size companies in our
client’s industry and examine who owns those shares.
We then deliver an investor marketing program to them, which consists of
different forms of outreach and is capped by face-to-face meetings. It
could be a group lunch in Boston or New York, or a series of one-on-one
meetings, depending on what makes the most sense under the
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circumstances. The point is that the company can’t just wait for people to
discover it. The company must go to them. And that is the core of an
investor relations plan: how to do that well and how to do it costeffectively.
The goal is to create a more efficient market for the stock and, of course,
to get the stock price up, which has a variety of benefits. The firm needs
to communicate its vision to the market to make sure that its current and
potential shareholders understand its strategy and know why the
company is different and why they should own this stock.
On the downside, if there is a problem, the company must also
communicate to existing and potential shareholders what happened, what
it is doing to remedy the situation, and why this company’s security is
one they should continue to own. Bad news creates buying opportunities!
Any significant announcement—good news or bad—requires a set of
agreed-upon key messages. Those are easier to develop when the news is
positive, but companies really need us when it isn’t. We do exhaustive
Q&A preparation to ensure that management doesn’t become defensive.
We normally do an annual plan, or at least update the plan annually. But
we tell people they have to expect it will take somewhere around
eighteen months to two years in terms of evaluating it.
Here’s why: One of the major constituencies for small-cap companies
are sell-side analysts at brokerage firms, the other being the investors
themselves. Unlike buy-side analysts employed by mutual funds,
research produced by sell-side analysts is usually available to the public.
Those individuals are barraged by companies trying to curry favor with
them and get their attention. It is a long sales cycle that normally consists
of many points of contact and lots of information sharing before they
might decide to pick up research on your company. You can’t expect to
put your plan in place and three months later have a new sell-side
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analyst. It’s great if that happens, but it is the exception. More typical is
that they start paying attention to you, they listen to a couple of your
quarterly conference calls, they talk to other people in the industry, and
that all takes time. We like to let companies know from the outset that
they have to plan for a fairly long-term effort.
It could take a year or more to see the results of the program. That
doesn’t mean that nothing happens the first year. For example, say you
do a road show in a couple of cities and meet with some investors that
you have identified as key targets for your company. Those institutions
have to report what stocks they own, and those reports are made public
forty-five days after a quarter ends. When you review your holdings for
the next quarter, and two of the six institutions you met with did indeed
make a purchase, that’s a way to evaluate it.
It is not like a traditional PR program where you are going to launch a
new brand of cereal in three months and you have a certain budget. This
is truly an ongoing effort, and a lot of our relationships with clients last
several years or more. Typically, a small-cap company will get to the
point where it is big enough to warrant hiring internal investor relations
counsel. We then hand off the program to that internal person and tend to
serve more as a sounding board or overload assistance.

The Team
The people at a client company who take on the development of the IR
program and stay on top of it really differ from company to company.
Everybody wants to talk to the CEO about strategy and the long-term
goals of the company, but a lot depends on the personalities involved.
You can have a dynamic CFO who can handle that instead. But often, on
a conference call or in a road show, the CFO covers the financial
performance of the company and the CEO will talk about strategy. With
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small companies, sell-side analysts and institutions really want to have
access to the CEO. Often, they base their buying decisions on how
confident they feel about management, the vision, and the CEO’s
abilities. The credibility of the CEO is paramount. He or she has to build
the trust of the investment community for long-term success as a public
company.
At some companies, there is a senior marketing or senior salesperson
involved or an internal communications manager. That person might help
do the presentations, PowerPoint slides, or a fact sheet to pass out at
meetings. Whoever is involved, it's very important to present one
message to the outside. So, whatever message your sales force is giving
out should be the same as what your PR efforts are communicating. The
IR program should be carrying the same message as well.

Research and Campaign Development
Research is absolutely vital to the success of a program. The best tool we
use in research is what we call a perception audit. It usually consists of
doing both online and telephone surveys with existing sell-side analysts,
analysts who know your space but are not covering your company, and
some of the existing large institutional holders.
We try to identify best practices and discover what some of your peer
companies are doing that we should consider. For instance, the questions
may be: Are we meeting your disclosure requirements? Are there things
you want that we are not providing? We take the pulse of the street, and
as an IR firm, we guarantee the participants’ anonymity. They are quite
candid and we use their answers in an extensive report to management
that outlines a number of suggestions for changes in the program. We
directly quote the investment professionals who participated in the
survey but do not attach a name to a particular comment. Many
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companies are eager to know whether they are doing the best job they
can. This tool shows them what they are doing well and outlines some
areas for improvement. For example, in one audit, we learned that
several large holders didn’t feel they were getting adequate one-on-one
time with management. The company fixed that by making sure they
visited with large holders more frequently. An audit is important for
benchmarking as well. The most important thing is the willingness of the
CEO and the CFO to give the time to it.
Another tool we use is a software program that tracks institutional
ownership. Since investors move in and out of stocks, we can let our
clients know who buys and sells their stock on a quarterly basis. In
addition, we use news tracking services to monitor what is going on in
the industry and report on specific companies. It helps us stay abreast
and remain current so we can react to what’s going on.

Measuring Success
We use a number of benchmarks to assess a program. One is trading
volume: The higher the volume, the more liquid the stock is and the
easier it is for institutions to come in and out, which is an important
factor in attracting new institutions. If you don’t have much trading
volume, it is harder to get them interested.
Another goal is to raise the percentage ownership of institutions. If the
company is fairly unknown and has, perhaps, a 25 percent institutional
base, we would say, over a two-year timeframe, that we want to up that
to 40 percent. The way we do that is through targeting institutions and
visiting them. We then track the percentage to see if we achieved our
goal.
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Another method is to assess the number of sell-side analysts. That
depends on the company meeting expectations for its earnings. When
there is a disappointment, it harms the effort, but most management
teams understand that.
Financial media is a component of most of our programs. If a company
has an interesting story that is media newsworthy, we will look at the
number of significant articles that appeared on that story.

IPO Process
An emerging growth company should engage a public relations firm as
soon as it is able to do so. If a public offering is in the firm’s business
plan, talking to an investor relations firm should be baked into the plan:
You start the company, and five years out, you start to think about going
public.
You should start talking to an IR firm at least eighteen months before the
IPO. There is a lot to learn. Sales people who used to take calls from
magazines and talk freely about what’s going on can’t do that any more.
Conference presentations, etc., must be reviewed. There are all kinds of
training and procedures that need to be in place. Depending on how
prepared the company is, there is a lot of work to be done prior to an
IPO. We tend to get very busy—in fact, we have several clients right
now that are a few quarters out, and we are working full steam.
We have to get them used to what they will be dealing with as a public
company. For instance, if the CFO has not done a lot of public
presentations, he or she needs to sharpen presentation skills. It doesn’t
make sense to try and do that three weeks before the IPO. You need to
look at your strengths and weaknesses and deal with your weaknesses
while you have sufficient time for improvement. That way, you are
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putting your best face forward. We also begin to develop earnings release
templates, investor kits and other tools.
There is a lot of overlap between what we do and what an investment
bank does. The difference is that our involvement often occurs prior to a
firm’s selection of its investment bank, and we sometimes even help
them select a bank. Sometimes we hand off to the investment banker
right around the time of the IPO, and we get involved again after the
public offering. It depends on the situation.
During the quiet period, which can be fairly long, you can only continue
doing the normal communication activities that you have done in the
past. You have to have a plan in place that allows you to communicate. If
you don’t have a plan, then your hands are tied. If you have a marketing
communications plan, you can show the Securities and Exchange
Commission what you did before the quiet period, and what you are
going to continue to do now. Otherwise, you are essentially shut down
for as long as four or five months, which could hurt your sales effort.
Once you start trading, you are still in a quiet period for twenty-five days
after the first trading day, so you have to be guarded in what you say. We
like to use those twenty-five days to make sure that the IR plan is in
place. We develop a financial fact sheet during that time and make sure
that the IR section of the Web site is robust—containing archived news
releases, a corporate backgrounder, historical financials and other
relevant information. Some of that starts before the IPO. But you can
take the time now when you are somewhat constrained as to what you
can say to get ready to implement your program once the quiet period is
over.
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The Role of the IR Campaign
Now that more companies are either in the process or seriously
contemplating an IPO, they have to do more to comply with SarbanesOxley. From a communications standpoint, that means your news
releases tend to be longer and you issue more of them. That's one of the
things Reg FD (Fair Disclosure), which was passed several years ago,
mandated. The individual investor has to have the same access to
information as a sell-side analyst. Practically speaking, that means a
CEO cannot have private conversations with an analyst about material
developments at the company.
We used to see situations in which the CFO, when he or she realized the
company wasn’t going to meet expectations for the quarter, would call
up several analysts and say we’re going to come up a little short. Then
the stock would drop, and the general public had no idea why. There
would just be a 20 to 30 percent drop in the stock price, with no public
comment from the company. That was wrong. We never advocated that
back in those days, and now it’s illegal, so we end up doing more
releases, along with the company filing 8ks with the SEC to make sure
everybody has the same information.

The Role of the Analysts and Investment Bankers
An investment banker’s job is to sell securities to the public. The bankers
are doing a lot of communicating. They are out there on the road show
taking the management team around. They are meeting with people who
are going to make a market in the stock and those who want to own the
stock. Once the securities are sold, the investment banker backs off, and
it falls to the IR firm to take over the communications effort. We overlap
a little bit with the institutional sales desk in an investment bank in terms
of our post-IPO communications plan. But the bank’s focus is on making
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money trading the stock. Our client is the company, so we don’t have a
conflict of interest.
Since Sarbanes-Oxley, a wall has been put up between the analysts and
the bankers. The analysts used to have a major role in both recruiting
potential IPO candidates and selling the securities to the investment
community. There is an obvious conflict there, which has now been
outlawed. The analysts have taken on a diminished role in the IPO
process, though it is still important to have analyst coverage.
Another thing that’s happened is that the objectivity of the analysts has
been questioned since the tech bubble burst, and even though that wall
now exists, the analysts at the big, sell-side firms continue to have
reputation-building to do. That has changed our approach in terms of
targeting programs. We spend a lot more time targeting institutional
investors who are actually going to own the security rather than targeting
analysts. Although we still seek to attract more analysts, the market has
shifted somewhat, and people realize that it is as important, if not more
important, to target your institutional shareholders.
One interesting point about sell-side analysts is they used to be the
conduit of information from the company to the institutions. Before
companies put out their own earnings guidance, which most of them do
now in their news releases and conference calls, the analysts were the
ones who talked to the companies. They then developed their models
based on that somewhat proprietary information. Once that was all
opened up, the analysts' usefulness was somewhat marginalized. The
good analysts now are becoming very strong industry experts. The value
they add is knowing that niche and being able to impart some
information that a portfolio manager wouldn’t have because he or she is
not that deep in the particular industry.
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IR Changes in the Last Decade
The financial markets are changing. All of the turmoil with different sellside firms, the scandals that led to the Sarbanes-Oxley reform, have
changed how public companies operate, especially regarding the systems
that have to be in place to be compliant.
What hasn’t changed is the importance of getting out and meeting with
people who may potentially invest in your company. If you don’t do that,
you are competing with the other 4,000 NASDAQ companies, hoping that
serendipity will lead people to you. The reason to have an investor relations
program is to take control of the opportunities to tell your story. Without a
good communications program that promotes the vision of the company and
manages the downside, you can’t effectively do that.

Future Approaches and Trends
Obviously there is more investor relations information available on the
Internet now. A growing number of companies are using PowerPoint
slides to accompany their Webcasted conference calls, for example. We
are printing fewer annual reports. The Web site of a company becomes
extremely important because it is the first place someone looks to find
out basic information. We have a number of companies that do quarterly
fact sheets and we put those on their Web sites as PDFs, and sometimes
we don’t even print them. We can update the Web site with any
significant news development without incurring the fairly sizable cost of
an expensive color printing job.
Public demand is another thing that’s changing. Five years ago, if a
company had $10 million in sales and an interesting business plan, it
could go public. Today, companies need to be larger and growing
quickly in order to go public. A company needs several hundred million
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dollars of sales and a market cap of at least a half-billion dollars to be a
widely received public company. In addition, the cost of being public—
in terms of Sarbanes-Oxley compliance, which includes investor
relations, legal advice and accounting advice—is around $1.5 million to
$2 million just in annual fees. Small companies cannot afford that.
Certainly, in some industries, companies can still go public, such as a
med-tech company or a little software company that can quickly grow
into a large company. It will be interesting in the next couple of years to
see how that changes and how Sarbanes-Oxley plays out—i.e. if it backs
off a little bit—and if the market will again bear some smaller companies
going public.

The Five Key Aspects of Campaign Development
1. A good targeting program helps you attract the kind of investor a
company wants.
2. A good program helps build credibility with Wall Street because
executives provide access and information that help build
relationships with key individuals.
3. A good program can provide a liquid market for a company’s stock.
4. A good program can help raise the stock price.
5. A good program makes the market for a company’s stock more
efficient by having clear information about it.
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Since joining the Padilla Speer Beardsley (PSB) corporate and investor
relations practice in 1985, Marian Briggs has been instrumental in
helping public companies identify and effectively communicate to key
brokerage firms, institutional investors and the investing public. It’s a
delicate process that requires expertise in developing strategies for the
business media, analyst meetings, annual reports, conference call scripts
and financial news releases.
Ms. Briggs offers significant experience gained through her knowledge
of the financial markets and work with healthcare companies; consumer
products manufacturers; computer, technology and emerging growth
companies; and financial services firms. She has counseled a variety of
clients on the science of gaining visibility in the financial, business and
trade communities.
Prior to joining the firm, Ms. Briggs worked for Conwed Corp. in several
promotional services and investor relations management positions. She
began her career as editor of a trade journal.
Ms. Briggs holds a bachelor’s degree in journalism from Marquette
University. She is a past president of the Twin Cities National Investor
Relations Institute chapter, and has also served as a board member. In
addition, she currently chairs the Prospect Research committee of the
Greater Twin Cities United Way and also serves on the board of
directors of Second Harvest Heartland. She is a past recipient of the
Distinguished Volunteer Leadership Award from the March of Dimes.
Brooks West draws on more than a decade of senior-level experience in
the corporate finance and securities industries to advise clients who rely
on and serve the capital and financial services marketplace. Over the
years, he’s counseled companies in the life sciences, consumer, financial
services, manufacturing, real estate and technology markets.
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While counseling publicly traded and pre-IPO companies on a variety of
issues, he specializes in helping companies develop strategies for
communicating events such as mergers and acquisitions, IPOs,
divestitures, joint ventures, debt and equity offerings and bankruptcy
filings that make waves – not ripples – in the capital markets.
In the financial services marketplace, Mr. West advises investment
banks, private equity and venture capital firms, hedge funds, commercial
banks and specialty lenders on how to structure and apply marketing and
communication strategies to help brand and differentiate themselves
effectively to rise above the din of commodity.
As an investment banker and private equity/venture capital investor, he
initiated and completed a variety of transactions including acquisitions,
recapitalizations, public and private divestitures, joint ventures, private
placements of debt and equity, leveraged buyouts, management buyouts
and public-to-private transactions. Mr. West was a principal in the
private equity firm Newman Capital Group. He was a vice president in
the New York office of investment bank Goldsmith, Agio, Helms and
Company, and a founding partner of the Hong Kong-based venture
capital firm The Asia-Pacific Group. As a securities analyst for Forbes
columnist Ken Fisher’s firm, Mr. West was a generalist covering small
capitalization and distressed securities.
Mr. West holds a bachelor’s degree in business administration from the
Boston University School of Management. He is a past board member of
the New York Chapter of the Association for Corporate Growth and is
involved in various business development programs.
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Aspatore Books is the largest and most exclusive publisher of C-Level
executives (CEO, CFO, CTO, CMO, Partner) from the world's most
respected companies and law firms. Aspatore annually publishes a
select group of C-Level executives from the Global 1,000, top 250 law
firms (Partners & Chairs), and other leading companies of all sizes. CLevel Business Intelligence™, as conceptualized and developed by
Aspatore Books, provides professionals of all levels with proven
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from those who know it best – as opposed to third-party accounts offered
by unknown authors and analysts. Aspatore Books is committed to
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The critically acclaimed Inside the Minds series provides readers of all
levels with proven business intelligence from C-Level executives (CEO,
CFO, CTO, CMO, Partner) from the world's most respected companies.
Each chapter is comparable to a white paper or essay and is a futureoriented look at where an industry/profession/topic is heading and the
most important issues for future success. Each author has been carefully
chosen through an exhaustive selection process by the Inside the Minds
editorial board to write a chapter for this book. Inside the Minds was
conceived in order to give readers actual insights into the leading minds
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Minds presents an unprecedented look at various industries and
professions never before available.

