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Companies often approach us looking for advice on whether their senior executive remuneration packages are
in line with those offered by similar organisations. Few employers routinely have access to this data and obtaining

it can be a challenge.

Why is remuneration level so
important?

Setting the correct level of senior executive
remuneration is important to organisations
for a number of reasons. In some cases it
is because companies do not want to risk
losing their top executives to competitors
offering better pay packages. In other
cases they want to be able to prove to their
shareholders, in black-and-white, that their
senior staff provide value for money.

With variations in pay being the potential
difference between retaining or losing highly
valued directors and keeping shareholders
happy, salary benchmarking can be crucial
to the success of an organisation. Listed
businesses have remuneration committees
in place for exactly this purpose. Without
having access to comparable data from
other organisations, however, it can be
difficult for these committees to know

how to structure and value their own
compensation packages.

Variation in executive pay

Where can businesses get this
information?

Salary surveys can be useful for
benchmarking at more junior levels where
there is a far greater volume of comparable
roles. At more senior levels, there are not
only fewer positions to compare but there
is also a huge variation in the make-up

of compensation and benefits packages.
Consequently, salary surveys are less
accurate and not nearly as useful for these
roles.

Salary benchmarking provides a more
accurate solution

Salary benchmarking provides a much
more focused and detailed process than a
traditional salary survey. It gives a complete
breakdown of the compensation package,
allowing companies to compare salary and
benefits available for directors at specific
companies. This data can then be split by
sector and/or business size, allowing firms
to get an accurate picture of how their
remuneration level compares.

Specifically, salary benchmarking provides
data by company size, sector and revenue
breaking down the compensation package
earned by basic salary, cash bonus, share
bonus, long-term incentive plan (LTIPs) and
pension of the position in question (be it
CEQO, COO, CFO or FD). Overall, therefore,
it is a far more precise science.

Accessing the information required for
salary benchmarking

Information for listed businesses can

be accessed from published literature.
However, organisations will typically not
have the required resources to invest
suitable time to decipher the data into
meaningful results and analysis. Enlisting
an experienced third party to carry out
this work can save a lot of time and also
produce impartial, completely reliable and
accurate results.

“SALARY BENCHMARKING PROVIDES
A MUCH MORE FOCUSED AND

DETAILED PROCESS THAN A
TRADITIONAL SALARY SURVEY.”
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KEY ADVANTAGES OF SALARY BENCHMARKING
Salary benchmarking offers a number of key advantages for organisations. We consider some of these below.

Accounting for sector variation

Pay varies widely depending on sector.
For example, in recent research we found
that two specific businesses from different
sectors, but with similar revenues, paid
their CEOs basic salaries of £175,000
and £288,000 respectively. Salary
benchmarking allows organisations to gain
an understanding of these differences in
the context of the complete remuneration
package, while also making comparisons
with similar-sized businesses in the same
sector.

Getting a clear indication of the true
value of a remuneration package
The value of different components of the
package can differ greatly depending

on the employer. Salary benchmarking
considers all aspects of remuneration to
ensure an accurate comparison is made.

LTIPs, for example, are generally offered to
senior directors to ensure they stay with or
grow the company in the short, medium or
long-term.

Typically, they provide the opportunity to
buy shares at a certain price but, as part
of the deal, forbid executives from selling
them for a set period of time.

As LTIPs routinely include share options,
and share prices change dalily, they are the
hardest part of the package to benchmark.
However, our salary benchmarking
approach — which includes an analysis of
the frequency that the LTIPs are granted —
ensures these are accounted for in the final
results.

“SALARY BENCHMARKING
CONSIDERS ALL ASPECTS OF

REMUNERATION TO ENSURE AN
ACCURATE COMPARISON IS MADE."”

Making clear comparisons

Salary benchmarking allows companies

to make comparisons between a large
number of other businesses. It also
determines the mean and lower and upper
quartile values for further interpretation and
analysis.
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Conclusion

Clear and effective remuneration
information can equip organisations with
the knowledge required to make well-
informed compensation decisions before
key senior staff become a flight risk. In
essence, salary benchmarking can be
the difference between an organisation
retaining or losing its best executives. Its
importance to the continuing success of
a business should therefore not be
underestimated.

Robert Walters provides an
independent salary benchmarking
service for its clients.

To find out more contact Andrew
Linger on +44 (0)20 7509 8724 or
andrew.linger@robertwalters.com
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