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HR by BZ Program Guide: Compensation Program for Startups
Fair. Transparent. Competitive. Scalable.

Startups often think they can’t compete with larger organizations when it comes to compensation, but that’s not
true. You may not be able to afford to pay everyone top-of-market, but you can afford to be intentional.

This program guide is designed to help founders, early HR leaders, and growth-stage companies build a
compensation framework that attracts, motivates, and retains talent while staying financially responsible and
legally compliant.

Section 1: The Problem
Why Compensation Fails in Startups

o Compensation decisions are reactive, not strategic.

o Founders set pay by gut feel, not by data.

o Internal equity erodes over time as new hires negotiate better deals.
o Pay transparency laws are ignored or misunderstood.

o Lack of structure leads to disengagement, mistrust, and turnover.

The result: the company loses top talent often to competitors that simply know what fair pay looks like.

Section 2: The Solution
Build a Compensation Framework Around Four Pillars

1. Market Data
Use third-party compensation benchmarking tools like Radford, Mercer, or Payscale, or free, validated
public data from the Bureau of Labor Statistics, Salary.com, or Levels.fyi for tech roles. Anchor each
role to a percentile range (e.g., 50th for core roles, 75th for strategic or revenue-driving positions).

2. Pay Transparency
Be clear about salary ranges internally and in job postings where required by law. Transparency reduces
negotiation bias, builds trust, and positions your company as forward-thinking.

3. Internal Equity
Conduct equity audits annually or at each major funding round to ensure fairness across similar levels,
titles, and departments. Address disparities before they create resentment.

4. Total Rewards Mindset

Compensation isn’t just cash. It’s:
o Base pay
e Bonus or commission structures
o Equity/stock options
e Benefits (health, PTO, flexibility)
e Culture and growth opportunities

The sum of these elements defines your competitive position.
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Section 3: Implementation Plan
The Six-Step Process

1.

Define your compensation philosophy
Example: “We pay at the 75th percentile for critical roles.” Write it down. Make it a policy. Don’t keep
it a secret.

Gather and analyze market data
Build a benchmark report for the roles you plan to hire. Use reliable (not random) sources.

Establish pay bands/ranges
Create ranges with midpoints and variance (+/— 25% or whatever fits your org). Save these - you’ll
update them often.

Build offer templates
Create a consistent, repeatable offer letter library. Stop reinventing the wheel every hire.

Train managers on how to discuss pay
It’s emotional terrain. Teach them how to talk comp without stepping into legal potholes (employees
discussing pay = protected activity).

Communicate openly with staff
Roll out your philosophy, ranges, and process with clarity. Say it in meetings. Publish it internally.
Repeat it until people absorb it.

Section 4: Legal & Compliance Considerations
Stay ahead of the law.

Follow Pay Transparency and Equal Pay acts by state.

Avoid basing offers on salary history - illegal in some jurisdictions.
Keep detailed documentation for each pay decision.

Ensure exempt vs. non-exempt classifications meet FLSA standards.
Audit regularly to prevent unintentional bias or discrimination.

If you wouldn’t be comfortable explaining your pay decision to a judge or investigative reporter, fix it before it
becomes a problem.

Section 5: Measuring ROI
When compensation is done right, you’ll see:

Reduced voluntary turnover

Higher offer acceptance rates
Improved engagement scores

Better Glassdoor reviews

Increased productivity per employee
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Bottom line: Paying people what they’re worth costs less than replacing them.

Key Deliverables from this Program
e Defined compensation philosophy & written policy
e Market-based benchmark report for target roles
o Pay bands/ranges with midpoints & variance
o Standardized offer letter library
e Manager training guide for pay conversations
o Internal comms plan for rollout & updates



