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Our note Exploring Post-Exit Dynamics for Search Fund Entrepreneurs examined how first-

round exits unfold for search fund and entrepreneurship through acquisition (ETA) CEOs. We
define the first-round exit as the process in which the search fund-acquired company goes
through a sale where the ETA investors leave the cap table. We were curious about how the story
concluded for the CEOs—the stars of the production. We wanted to know who the primary
buyers of these ETA companies were, whether the entrepreneurs were required to continue on
with the business, and if they had to roll equity into the newly formed cap table. After all, when
glamorous returns are touted in search fund circles, those are investor figures, but how do the
CEO protagonists fare? Amongst all the variables that factor into that equation, what interested
us most was how the search fund CEOs felt about their new investor partners.

We created a dataset, polling approximately 57 post-exit ETA CEOs, to address these questions.
The data is fascinating, at least to us. It turns out that private equity (PE) investors, either directly
or through a portfolio company, were the buyers of 77% of the ETA businesses we contacted.
CEOs do not share the same experience as their search fund investors, who typically leave with
cash in hand at the first-round exit. In our research, we found that 63% of these ETA CEOs were
required to remain with the business and continue serving as CEO for at least one year. The most
common timeframe is more than two years but less than five years. Furthermore, a total of 65%
of CEOs rolled some equity into the new transaction, with most falling within the 25% to 49%
range. Rolled equity refers to what happens when a seller, in this case, the CEO, does not
monetize their entire equity position and instead rolls a portion of their current ownership into
the newly structured deal. The average and median roll for all the CEOs we queried was 20%
(including zeros for those who did not roll), but the median roll for those CEOs exiting to
tinancial buyers was 30%.

We think of this as the exit that wasn’t. While search fund investors exit freely and move on,
most ETA CEOs are required to continue on as the CEO and do not cash out completely. This is
because many ETA CEOs are compelled to roll forward their equity and commit to another CEO
stint in order to facilitate closing the deal. Some of these ETA CEOs would prefer not to continue
for the next phase, but they feel a duty and obligation to their search fund sponsors. This dynamic
is potentially problematic on multiple levels.

First, PE buyers might not give much credit to the CEO’s past accomplishments because the PE
crowd has a proven playbook and may see the first-time CEO’s game plan as idiosyncratic and
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based on intuition and experience. Second, PE owners are quite different from search fund investors. PE
investors are typically institutional, control all the equity, and have concentrated power, which they are
willing to wield. Finally, ETA CEOs face this new relationship with mixed feelings. They plan to bolt when
possible, but also fear being forced out with their equity still locked up. Unfortunately, that equity is often
illiquid until the next sale, when it is valued pari passu with the PE’s equity — unless the next buyer demands
another rollover. Of course, if CEOs stay longer, they might be eligible for another, and bigger payday.

However, the most salient issue for our purposes is how these CEOs’ new partnerships with their fresh
private equity investors work out. Unfortunately, the answer is not so good. CEOs’ initial perception of
their new PE owner partners was positive; a robust 59% of CEOs were either satisfied or very satisfied with
the next round’s equity ownership. However, that quickly soured, with 58% of CEOs evaluating their
relationship with the new PE partners as getting worse or much worse. We asked the ETA CEOs to assess
their new owners using a Net Promoter Score (NPS) methodology to capture the overall feeling about their
new owners. The results were grim and a dismal verdict. In aggregate, the PE owners garnered a negative
33 NPS. The lowest possible NPS score is negative 100, and the highest potential score is positive 100.
These PE buyers clearly have room for improvement in the ETA CEOs’ eyes.

To round out the assessment, we asked the CEOs to compare their second-round investors (the PE buyers)
with their search-round investors. The results were consistent and discouraging. ETA CEOs rated the PE
investors lower than the search investors in every dimension. The data is shown in Figure 1.
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Figure 1: What ETA CEOs feel they received from second-round investors on several dimensions
relative to search-round equity providers
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We identified several reasons why the ETA CEOs felt the way they did. Specifically, search funders bristle
at what feels like a demotion to the role of COO, where a single equity sponsor takes control, the
relationship becomes more transactional, and their independence is greatly diminished, leaving them
feeling essentially replaceable. All of this points to an ETA CEO-PE buyer relationship that is inherently
fraught with friction and frustration.

In this note, we will explore a quartet of ways in which both CEOs and PE purchasers can improve their
collaboration after an acquisition (Figure 2). While we are not certain that these relationships can evolve
tully from “I want a divorce” to “happily ever after,” we genuinely believe they can be significantly
improved.

We developed the concepts we will discuss by talking with both ETA CEOs and PE investors. What was
interesting about the conversations was the split-screen view of two groups watching the same movie. There
are different perceptions about each party’s role in the drama and about how to build a good relationship.
We framed our interviews by asking CEOs and PE players, “If we gave you a heavy dose of truth serum,
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what would you tell your counterparty to do to make your life easier and the partnership better?” We have
scrubbed the salty language and emotions and are sharing the main principles to help ETA CEOs and PE
professionals better understand each other’s candid outlooks. Remember, these principles are not ours; we
simply aggregated the data, synthesized it, and played scribe. Let’s dig in.

Figure 2: How ETA CEOs and PE purchasers can better collaborate after an acquisition

Advice from ETA CEOs to PE investors Adyvice from PE investors to ETA CEOs

Treat the CEO as a partner, not just an operator Your role has changed; accept it
Co-author the plan; don’t just hand it over Hit or beat the plan
Communicate expectations for engagement up front Communicate, communicate, communicate
Embrace the Golden Rule Leverage the relationship by embracing the resources

What PE acquirers can do to have better working dynamics with ETA CEOs

When PE buyers recapitalize an ETA company through an exit process, they unequivocally own the majority
of the company and are in control. But that does not mean they know everything about how the business
should be run. The person who built the company, experienced the stress, hired the team, and sacrificed for
the culture likely possesses more intuition and tribal knowledge about that particular company than the PE
tirm’s entire deal team combined. ETA CEOs are smart, scrappy, and accustomed to making decisions
without a net. They want—and deserve—to be treated as collaborators, not subordinates. If they sense the
PE team is using them merely as a stepping stone to the next IRR milestone, they will quietly disengage —
and the new shareholders may not even realize it until it is too late. Shared outcomes require shared
authorship. Genuine trust takes time, but it begins with authentic partnership, focused on building a
vibrant association.

What follows are four themes ETA CEOs want PE buyers to hear and internalize. These are the top tenets
that will make the fresh relationship more fruitful and easier for the CEOs.

01 Treat the CEO as a partner, not just an operator

ETA CEOs are a savvy lot. They cobbled together a vibrant business worthy of a PE investor’s attention
and dollars. They have plenty of battle scars after years in the trenches. Their training wheels are long gone.
They are bona fide leaders and value creators, and more than anything else, want to be treated as equals and
partners. Yes, they seek support, recognition, and insightful advice, but they do not want to feel smothered
or browbeaten with condescending guidance any more than anyone else does.

When PE firms begin the partnership by flooding an ETA CEO with operating partners, consultants, and
preferred vendors, it can be overwhelming. Many PE firms arrive equipped with a toolkit and eagerness to
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help. However, before offering assistance, they often forget to pause and ask, “Where do you want
support?” Unsolicited help rarely feels helpful, and sometimes it can come across as interference. ETA CEOs
are not allergic to input, but they do tend to resist mandates that come from people who do not carry the
weight of execution. The PE investors should let the CEO initiate the request for help, and when they do,
they should respond with humility and clarity. If the value creation team drops in uninvited, consuming
resources and generating non-value-added work, CEOs may leave resentful. PE firms need to be available,
but not ubiquitous. Support should feel like air cover, not surveillance.

This may seem obvious, but it is worth emphasizing: The CEO is a person. A real human being with fears,
a family, aspirations, and a finite amount of energy. Selling their company to a PE acquirer was a huge,
irreversible decision—one filled with pride, grief, and uncertainty. After the deal closes, new investors
should check in—not just on the metrics, but on the CEO as well. They should ask “How are you doing?”
and truly mean it. They should celebrate wins and be there during the tough times. They should
acknowledge the emotional complexity of what the CEO is navigating. If PE firms treat CEOs like
automatons, they should not be surprised when they break down or fail to establish a healthy connection
with their new investors. But if PE firms treat them like people, CEOs might just surprise everyone with
how far they are willing to go.

02 Co-author the plan; don’t just hand it over

The day after the acquisition is completed, the CEO and the PE firm shift from being on opposite sides of
the table to working together as a unified team. Often, the first thing the PE buyer does is present the CEO
with the plan that was developed to underwrite the purchase. This is where things can quickly go sideways.
The PE investment memo crafted for the investment committee was persuasive and slick. But that Excel
model built by a third-year associate is not the Rosetta Stone for the business.

CEOs know that value creation plans created prior to closing are rarely ever tested in an actual operating
business. Such plans are based on theory, aspiration, and often, fantasy. PE investors should not arrive on
day one with a list of must-dos: Raise prices, cut fat, find tuck-ins. This is all textbook stuff, and if it were
easy and riskless, the CEO and legacy investors would have already done it. But most of those textbooks are
written for different companies and different eras. Before prescribing, PE firms need to observe. Ask
questions. Attend customer calls. Spend a day in operations. Listen to the all-hands meeting. Only then can
the new investor collaborate on a value creation plan that does not feel like an off-the-shelf consulting deck
Instead of giving the CEO a prescribed plan architected without their input and expecting them to eagerly
and unthinkingly apply it, PE firm representatives should sit down with the CEO and work together to
develop a real plan—one that considers tradeoffs, resource limits, and sequencing.. What is needed is a
mutual understanding of what is realistic. If both the CEO and the PE team share the same North Star, they
will navigate the inevitable storms with much less friction.

Additionally, the human capital strategy needs to be articulated, outlining the game plan for reviews,
development, compensation, and organizational design. It is worth noting that if non-CEO C-suite
members speak directly with investors about these topics, the CEO could unintentionally be undermined.

Part of any plan includes the financial capital structure, which is already a fait accompli at closing. PE firms
should not assume the CEO understands mezz, pref, ratchets, and waterfalls. Many ETA CEOs were
operating with simple vanilla bank debt before the PE crowd entered the picture. The new capital stack
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often resembles a set of Russian nesting dolls of risk, control, and return hurdles. The PE team should
therefore respectfully educate the CEO. They should sit down and explain the levers. What does this
structure mean for reinvestment decisions? How does it influence exit timing? When is the rip cord pulled?
A CEO who understands how money flows will make sharper decisions. One who does not will guess—and
usually be wrong. This is not a theoretical seminar; it concerns the company’s health and survival. The
bottom line is that PE firms need to bring the CEOs along in their quest for returns and multiples on capital
- it helps them think like owners, not just operators.

Special attention should be paid to the capital strategy when programmatic acquisitions are on the horizon.
When the game plan is buy-and-build, with ever-increasing debt loads, compliance metrics, and cash
juggling, the CEO should know how it works and what the hard limits are. Otherwise, the CEO is at risk
of morphing into a stress magnet, with the PE firm testing how much pressure is tolerable.

The full scope plan should be clear and completely transparent. The worst thing a PE firm can do after
closing is let ambiguity fester. CEOs cannot manage by vibe alone. PE firms should clearly define what
success looks like —in three bullet points and in order of priority. Better yet, they should ask the CEO to
describe their vision of success, and listen. The PE firm will likely gain valuable insights. Does the firm
prioritize doubling EBITDA? Building a platform for M&A? Professionalizing the team and infrastructure?
Whatever the goal, the PE firm and CEO should align early and communicate frequently. Misalignment is
not always loud; sometimes it is a slow drift. When that drift turns into a rift, it becomes hard to fix. PE
tirms should also be explicit about how the company’s success will be measured. Is it solely financial? Or
do talent retention, customer NPS, and market position also matter? Ambiguity destroys trust—and hinders
momentum.

03 Communicate expectations for engagement up front

Every PE firm has its own operating cadence, but most fail to share it until a mistake occurs. PE firms should
not make the CEO guess what the PE board members are thinking. If weekly check-ins, monthly
dashboards, and quarterly board dinners are the benchmarks, they should say so. Even better, they should
ask the CEO what cadence would be most helpful for them and negotiate a rhythm that is mutually
beneficial. Overcommunication at the beginning may feel annoying, but it is always cheaper than
miscommunication later on. If the firm wants to be deeply involved in the business operations, they should
state that commitment, too. They should not pretend to be hands-off and then second-guess decisions from
the sidelines. Clarity is kindness. They should explain how the firm works and be open to adjustments.

Private equity excels at measuring outcomes —revenue, margin, churn, customer acquisition costs, lifetime
value, and other key metrics. However, it struggles when it comes to giving honest, helpful feedback to
people. A CEO is not a line item; they are a leader, a motivator, a decision-maker, and an individual. PE
firms should build structured, safe spaces to provide feedback to the CEO. Telling them “You crushed the
quarter” is not enough. What are they doing well? Where can they improve? What kind of leadership
influence do they have? And PE firms should be open to feedback, too. If the portfolio CEOs feel they cannot
tell their investors what is not working, they will stop speaking up. And when CEOs go quiet, problems
often follow. Leadership is human —and PE firms would be wise to treat it that way.

Governance should bring clarity, not confusion. It is not a cudgel, but more of a flashlight. Too often, board
meetings can turn into performance reviews or impromptu interventions, which is unhealthy. PE firms
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should set clear ground rules: Who owns which decisions? What needs pre-reads? Where does the CEO
have full autonomy? Where does the PE firm expect to be involved? And once there is agreement, they
should stick to it. CEOs who come prepared and are proactive should be respected, not surprised by sudden
changes. If the boardroom becomes a place of second-guessing or constant re-litigation, the CEO will either
tune out or manipulate the system, and neither outcome is good. Governance should be a steady
drumbeat—not a fire alarm — and should not squelch boldness, but support it.

Exits do not sneak up on people; rather, they develop over time through planning, positioning, and
performance. Yet too many PE firms have a tendency to treat CEOs like passengers in their own exit process.
We see this as a mistake. CEOs should be involved early and understand what the PE firm is thinking. PE
tirms should discuss options with the CEO: strategic, leveraged dividends, secondaries, rollups.
Additionally, PE investors should gauge the CEO’s mindset for the next chapter. What are their
preferences? What role do they want post-close? What are they optimizing for —liquidity, legacy, continued
involvement? PE firms should not spring a banker engagement on CEOs with a 48-hour turnaround. They
should make it a conversation, not a handoff. The best exit stories are co-created, not ghostwritten. Not
every CEO is willing to ride shotgun for another five years, and that is okay. But misalignment on tenure is
one of the most quietly corrosive issues in a PE-backed relationship. PE firms should ask early: “How long
do you want to do this?” And then listen without judgment. If the answer is two years, they should plan a
succession strategy immediately. If the CEO wants to go the distance, PE firms should invest in their growth
through executive coaching, executive education programs (like the ones at Yale), and participation in peer-
to-peer network groups like YPO, EO, and Vistage. But they should not hope the CEO will change their
mind, or worse, penalize them later for the clarity they showed up front. CEOs who are transparent about
their timelines are a gift, not a liability. What is fatal is pretending alignment exists and then discovering —
two board meetings too late —that it was never there.

04 Embrace the Golden Rule

ETA CEOs would be happier if their PE partners embraced the Golden Rule and treated their CEOs the
way they themselves would like to be treated. Sometimes, PE investors approach the CEO relationship post-
exit with an overly muscular stance when, in fact, there is no need; ETA CEOs know well that the PE crowd
is smart and wealthy. Additionally, the PE community can focus too much on internal rates of return (we
get it; it’s the lingua franca in the trade) and signal that the company is just another asset on the conveyor
belt. Even if that is true, investors should dial it down a bit and be more gracious. They should remember
that the CEO and the team in the field are pedaling as fast as they can to serve customers, grow, improve
operations, and make the business bigger, better, and more valuable for everyone involved. Value is created
in the field and within the company. The PE firm might harvest it, but nobody should forget where the
golden goose actually is.

One vector PE investors should remember is the importance of company culture. People often
underestimate how strong culture can be —until it turns against them. Most founder-led businesses have a
unique, deeply human culture that has been shaped over many years. It acts as the invisible glue holding
the team together. When PE firms swoop in with their professionalism, dashboards, and Six Sigma
practices, they often risk dismantling what makes the company special. Instead, they should first be curious.
What traditions matter here? What would feel to employees like selling out? Culture can evolve, but only
if it is respected. PE firms need to recognize the validity of what existed before they arrived. Investors are
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not just buying a business—they are becoming part of a community with its own norms, practices, and
traditions. If the investors trample the culture, they might succeed in achieving the short-term financial
goals but lose the long-term loyalty that sustains the company. Organizations are living, breathing entities.
The PE community must remember that a company is more than just an Excel model showing returns; it’s
about the inputs that drive those returns. If they respect the people and the culture, the outputs will follow
naturally.

Just because PE investors can measure everything does not mean it is worthwhile to do so. The urge to turn
operating companies into KPI factories is strong, but it leads to misspent time and resources and is often
fatal. PE firms should limit reporting to what truly matters and avoid data drowning syndrome. Three to
tive core metrics are likely sufficient to tell the broad sweeping story underpinning the enterprise. PE
investors should focus on relevant trends, not trivia. And they should concentrate on what is actionable, not
just interesting. Before requesting a new data cut, they should ask if it will influence decision-making. If
not, there is no need to ask and create extra work. CEOs are already overwhelmed —PE firms should not
add to their burden.

When PE owners stay engaged consistently over time, trust builds. However, sporadic engagement creates
anxiety. Disappearing for three months and then showing up demanding answers to 47 questions in
preparation for a limited partner meeting causes eye rolling. Instead, PE firms should establish a dependable
rhythm: a quick Friday call or a monthly touchpoint, whatever suits their style. CEOs will calibrate to the
PE presence, and if they know investors are steady, they will be more transparent. But PE firms should also
be careful of the other, extreme hovering. Constant involvement in every hiring decision, vendor choice, or
marketing campaign can undermine the very leadership they invested in. They should show up often
enough to be helpful, but stay out of the weeds unless invited.

Finally, PE owners who have never actually built, led, run, or operated a business should show appreciation,
respect, and deference for the extensive and hard-won experience CEOs have gained. The CEOs’ skills
matter just as much as those of the financial maestros. PE firms should lavish their CEOs with praise and
gratitude when things are going well and be a source of support and encouragement when things flag. They
should pay them fairly and generously, but be even more generous with praise and gratitude. And they
should remember that their nine-figure investment rests squarely in the CEO’s hands.

What ETA CEOs can do to positively impact their relationship with PE buyers

We will now switch and give our PE friends the microphone to share their perspective on what CEOs can
do to strengthen the relationship. We have found that the PE crowd generally does not feel proud of the
NPS numbers we mentioned in our introduction, and they often modestly acknowledge that there is room
for improvement. However, there are still points that CEOs need to hear regarding what they can do better,
where the PE group is focused, and why.

ETA CEOs need to process that the 4x multiple of invested capital and 35% internal rate of return they are
still floating from was achieved for the legacy investor group. Yes, the numbers are impressive and justify
the new PE team’s excitement and large investment, but the ETA CEO is entering a new chapter where the
clock has been reset. It is now time to deliver for the new owners; yesterday is gone, and it is all about
tomorrow. This is a new beginning.
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What is so interesting to us is that many of the same concepts emerge from both the CEO and the PE
impresario. They are often just two sides of the same coin, the same issues with a slightly different slant
depending on the viewer’s lens. We will now share a foursome of motifs that PE promoters want ETA CEOs
to learn and appreciate.

01 Your role has changed; accept it

There is no way to sugarcoat it. When an institutional PE firm managing billions of dollars acquires a search
fund company, the ETA CEO’s world just got rocked, and it changes more than they ever expected. This is
akin to moving from sleepy high school basketball to Division I basketball in a premier conference. It is a
new world, and the CEO needs to accept it and adapt. They may need to get an executive coach, see a
therapist, or go through the Kiibler-Ross five stages of grief, but they need to get on board fast.

Traditional search fund CEOs usually report to a broad group of investors. Their board members—
although technically in charge — often act more like mentors. Advice is common, but investors typically wait
for the CEO to reach out first. In daily operations, the CEO is in control and has wide freedom to operate
as they see fit.

All that changes dramatically in a private equity ownership scenario. PE firms are professional investors
with a concentrated, aligned fund that owns a majority of the business and all the governance rights that
come with it. PE boards have a mandate to protect capital and drive financial outcomes. They tend to focus
on accountability at the expense of support and personal connection. All this means PE has the authority —
and sometimes the willingness —to make operational decisions. PE partners are not wallflowers; they are in
the game with the CEO, and at times, that might feel uncomfortable for the CEO. The PE partners will ask
probing questions that demand rigorous analytical and quantitative answers that make sense. There is no
emotion, just a focus on return optimization. They are in the business of making money for themselves and
their limited partners (LPs). If the CEO cannot deliver, they will find a new CEO who will. PE investors
work for LPs, and if the targeted returns are not achieved, the PE firm does not receive new capital for the
next fund. They are essentially fired. That is unacceptable, and the CEO who is not performing will be
replaced before the PE firm is. This is not pleasant, and is perhaps not entirely fair, but it is the new reality.

Therefore, CEO autonomy in a PE situation looks very different than it did before the acquisition. The ETA
CEO remains the CEO, but certain moves—such as executive hires, pricing changes, and budget
reallocations —must align with the PE investment thesis. PE investors expect deferential collaboration, not
solo acts. The CEO still drives the business daily, but on important issues, the CEO will make decisions
alongside the PE owners, not just on their own.

02 Hit or beat the plan

If there is a single concept ETA CEOs need to understand, it is hitting or beating the plan. If CEOs deliver,
they gain more flexibility and face less PE intervention. If they fail to hit the plan, they will encounter many
PE analysts, associates, operating partners, consultants, and investment partners. That is not a fun place to
be. Hitting the plan makes life easier, and missing it makes life much harder.

During the sale process, the CEO and investment bankers pitched a forecast and story that the PE investors
bought into. That is why they paid that juicy multiple. Of course, the investors performed due diligence,
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and the investment committee approved the deal, but their decision was based on the CEO and bank’s pitch,
story, and projections. Now it is time to deliver. CEOs need to hit the numbers —because if they miss on
the plan, even once, it triggers scrutiny. If the CEO pushes the hockey-stick plan, they are responsible for
executing it. If the plan is fiction, the CEO has negotiated themselves into a corner, and the PE owners will
hold the CEO accountable.

Additionally, the CEO needs to understand that the lead partner on the deal may have their career shaped
by the success or failure of this investment. They hold primary responsibility at the firm for the investment,
so their career progression and compensation (promote in the next fund) partly depend on how well the
company performs relative to the plan. When the company’s performance starts to slip, the PE investors
will not just sit back and watch — they will intervene. That could mean requesting weekly updates, reviewing
budgets item by item, sending in an operating partner, or even restructuring parts of the team (including
the CEO). It is not about control for control’s sake, even though it may look and feel like it to the CEO —it
is about aiming to preserve and optimize outcomes.

CEOs must also realize that they now report to a board that is loyal to a fund and its LPs, not to the CEO.
This means they need to manage these dynamics carefully. If things go sideways, the PE professionals might
choose to double down on what they see as the winners — other successful companies in the portfolio—and
starve the ETA CEO’s flagging deal of attention, resources, and capital. Alternatively, the PE wizards might
exit the business at a less-than-ideal time for the CEO personally to achieve the required return profile for
the fund.

As fiduciaries, PE owners will always prioritize what is best for their firm and LPs, even if it comes at the
expense of the CEO. Yes, they care about their reputation and want the CEO to be an advocate and reference
pointin the future. However, if the CEO cannot deliver on the plan, PE firms have scores of CEO candidates
who will parachute in and act as hired guns for the mission. To remain in their position and in the PE firm’s
good graces, CEOs need to hit the plan.

03 Communicate, communicate, communicate

CEOs are the gatekeepers of all the information and data in the operating company. They are playing the
game in real time and know all the information before their PE partners do. Surprises are rarely good in
this business. CEOs should build rapport with their PE partners by sharing the real stuff—the wins, the
struggles, the decisions that are giving the CEO heartburn—early and often. If something is going upside
down, they should not spin it. They should give the investors time to help or adjust. When the investors
trust the CEO, they will provide space, guidance, and support. But when PE jockeys feel blindsided, they
will tighten the reins quickly.

CEOs also need to be thoughtful about how they speak about executive team members in their absence. If
a CEO is quick to criticize or shift blame, investors might wonder how the CEO talks about them when
they are not around. CEOs need to build trust with the PE crowd by being trustworthy. Furthermore, no
CEO can perpetually deflect blame to others. The CEO is the captain of the ship, and when there is a leak,
the CEO needs to own that, regardless of what—or who — caused the leak.

Bad news is inevitable. If there is never bad news, PE observers might at first think the CEO is inordinately
lucky or skillful; inevitably, however, and more realistically, they will conclude that the CEO is burying the
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disappointments. When delivering bad news, it is best not to just dump it into the PE investors’ lap. Instead,
CEOs should use a three-pronged model to share the information: First, communicate what is wrong.
Second, provide an honest assessment of why it happened. And third, close with actionable solutions and a
timeline for when the issue will be resolved, along with an estimate of the financial impact. Unfortunate
news does not have to travel alone; it can—and should — come with thoughtful analysis and resolutions.

Board meetings are a special form of communication. While the search fund board meetings might have
been more relaxed and informal, that is likely no longer the case. CEOs should establish their authority by
immediately taking the leadership role in the boardroom. It is their show, and they need to be thoroughly
prepared. It is good practice for CEOs to pre-wire the sensitive topics. When the CEO owns the room (with
quiet humility and authority), the investors are far more likely to stay out of the way. In board
conversations, if the CEO disagrees with something, that is okay. They should speak up —respectfully. They
should bring data, not drama. The PE players want to hear the CEO’s perspective. But the CEO needs to
remember, at the end of the day, the PE investors will make the call —that is part of the deal.

04 Leverage the relationship by embracing the resources

We discussed in the first point in this section how the CEO’s world is changing; this is part of how that will
happen. PE firms will bring in resources. Some of those will feel helpful, and some will feel like a
colonoscopy. It does not matter; it is going to happen either way. These resources might include operating
partners, trusted vendors, or pre-built value creation playbooks. Sometimes, the PE squad will want their
people in key roles, like placing a proven CFO. This is not necessarily a lack of trust in the CEO. Rather, it
reflects how the firm creates repeatable success. They have a way, no different than how McDonald’s or
Michigan football has a way. CEOs need to fit into this system to thrive. The PE people believe in their way
and will not jettison it. CEOs need to embrace and adapt. Fighting and pushing back on the inevitable will
just destroy goodwill and trust. Plus, there is a high probability that the PE folks” way will work. This is not
their first rodeo.

CEOs should not see this as losing control; instead, they should reframe it as gaining a support system.
These are not constraints — they are accelerators. The PE firm wants to win and make a huge pile of money;
the financial goals remain the same; the question is how to get there. CEOs should not have to reinvent the
wheel when it comes to reporting, systems, or hiring. PE investors have done this before while scaling
organizations, and they are providing the ETA CEO with a proven toolkit that works. The best CEOs lean
into it. Those who do not often end up overwhelmed, isolated, and relegated to the problem list.

Just like the CEO has an executive team behind them, the CEO also has a partner in the PE gang. The CEO
will interact with a group from the firm, with one person serving as the primary contact. That is the key
relationship that needs to be nurtured and developed. That go-to person will be the CEO’s advocate within
the firm. When trust runs deep, they will lobby for the CEO inside the organization, especially when things
get messy — which they will. Finally, this critical point person will serve as a PE whisperer, translating all of
the PE moves and couching them in context, while guiding the CEO in accessing the breadth and depth of
the firm’s extensive resources and network.
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Conclusion

PE firms are the most likely buyers for ETA companies when they engage in the first-round exit. While PE
buyers might be cousins of ETA investors, they are not twins. This new phase will be tricky for everyone,
as shown by the NPS data we discussed in this and our previous note, unless both sides better understand
each other’s needs and perspectives. We hope ETA CEOs will share this note with their PE buyers, perhaps
as a starting point for some collaboration and achievement of mutual goal-setting on these topics.

To summarize, ETA CEOs want to be recognized as true partners, not just glorified COOs or operators.
They want to co-author the plan that will serve as the project’s roadmap, rather than receiving something
in which they have had no input. CEOs seek clarity on the rules of the game and what the PE firm’s
involvement will look like. Finally, CEOs want their PE owners treat them the way they themselves would
like to be treated and remember they are human, with all kinds of emotions and motivations.

For their part, PE investors expect CEOs to understand that their world has changed with the purchase and
that they need to get on board. The best thing a CEO can do is hit the plan. This cannot be stressed enough.
CEOs need to hit the plan. Nobody likes surprises, especially when they just wrote a large check, so CEOs
should communicate early and often. Finally, PE firms bring plenty of resources to the table — CEOs should
leverage them, be grateful for them, and put them to work.

PE investors, you bring so much more to the table than capital. Understanding the CEO’s needs will help
the relationship flourish. ETA entrepreneurs, you are now playing in the big leagues. Recognizing what
your new PE partners need and want, and delivering on it, will make your life easier. We hope this note
helps both parties acknowledge and accept each other’s dynamics. Even more importantly, we trust that
tinding common ground will lead to a more positive and financially beneficial relationship.

CEOs, we wish you good luck and success in your ETA foray, especially after the exit, when you will likely
be thrust into the arms of a PE buyer. We hope this note helps you better understand the PE view and how
you can more effectively adapt to their world. Most importantly, we want you to be happy and fulfilled in
your role as an ETA CEO. We are rooting for you and know that you will crush it!
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This case has been developed for pedagogical purposes. The case is not intended to furnish primary data, serve as an
endorsement of the organization in question, or illustrate either effective or ineffective management techniques or strategies.

Copyright 2025 © Yale University. All rights reserved. To order copies of this material or to receive permission to reprint part or
all of this document, please contact the Yale SOM Case Study Research Team: email case.access@yale.edu.

Endnotes

! Alex Hodgkin is an Adjunct Assistant Professor of Entrepreneurship at the University of Chicago Booth School of
Business.

2 A.J. Wasserstein is the Eugene F. Williams, Jr., Senior Lecturer in the Practice of Management at the Yale School of
Management.
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