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Summary: The CEO Value Index 2015

Welcome to the 2015 UK CEO Value Index 
(formerly “The Patterson Index”), a simple 
measure of how much an individual delivers 
in performance for every £1 they are paid.

When we started analysing pay in this way 
we wanted to provide companies with more 
insight into the total value that executives  
deliver to shareholders and link the  
financial measures, that drive this value, to 
remuneration. 

Many people talk about how the system of 
executive pay is 

‘broken’. We say that what is troubling is 
high pay for low performance. By  
focusing on the value of an executive,  
rather than the cost of an executive, we 
gain far more insight into the effectiveness 
of pay programmes. We can also assist  
remuneration committees to calibrate 
future levels of required performance for 
every pound paid to the CEO.

As one influential institutional investor told us recently, “I’d love to 
have this kind of evidence when we engage with companies – it is the 
background we need for a good conversation.” 

Foreword

Simon Patterson, 
Managing Director and  
Office Director 
London Office, 
Pearl Meyer
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The UK CEO Value Index is a simple ‘rule-of-thumb’ to 
guide remuneration decision making.

The UK CEO Value Index measures how much value a CEO adds to 
their company for every pound they are paid. The Index has a simple 
methodology, and can easily be applied by remuneration committees 
to their own companies.

 •   We look at Value Added to shareholders by the company 
between June 2011 and June 2015 using data from S&P  
Capital IQ, this comprises change in market cap, dividends and 
share buybacks

 •  We look at Total Remuneration paid to the CEO in the  
same period

Approach and Methodology

How we Calculate the Index:

How to read the bar charts in this report:

The top line of the darkest color  
represents the upper quartile. 

The dividing line between the dark and  
light colors represents the median. 

The bottom line of the lightest color  
represents the lower quartile.

Upper Quartile

Lower Quartile
Median
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Summary: The CEO Value Index 2015

The 2015 UK Index paints a similar picture to previous years in that most 
FTSE 350 CEOs (59%) deliver less than £250 to all of the shareholders for 
every £1 they are paid.

FTSE 100 CEOs are more valuable to their shareholders – only 26% deliver 
less than £250, and 64% deliver more than £300. 

The consistency of this finding is remarkable, having 
now completed four 4-year periods of analysis of the 
top 350 companies.

In the next few pages we set out the Upper Quartile, Median and Lower  
Quartile Index results for all of the companies we studied. Detailed  
information for your company is available on request.

As previously, we have broken the findings into four groups, by company size.

The findings offer Shareholders, Remuneration Committees, Reward  
Professionals, Regulators and Commentators the opportunity to calibrate pay 
programmes in a number of important ways:

For Shareholders: 
 •  Clear and immediate evidence of whether leadership is delivering  

value, relative to the total pay opportunity being offered
 • A simple comparison across sectors, by company size, and over time

For Remuneration Committees and Reward Professionals: 
 •  The ability to review the results of incentive compensation design. How 

well did pay align with performance? How does our pay to performance 
alignment compare with other relevant comparators?

 •  The ability to calibrate future performance requirements, given  
‘benchmark’ pay

For Regulators and Commentators: 
 •  A comprehensive view of pay and performance across the UK, over 

time and across sectors
 •  A snapshot of pay-to-performance alignment, providing an objective 

‘commentary’ on recent regulatory changes

Executive Summary
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Key Findings from our 2015 Report  5

In addition to providing a useful rule of thumb, our analysis for the 
Index has also offered insights into a number of rules that can be 
gleaned from the data.
 •  Large companies pay more for CEOs than small companies... 

...but the difference is not as great as one might be expected to 
believe. If our assumption is that CEOs should be paid for the 
value that they add to their company, then smaller  
companies within the FTSE 350 are paying far more for talent 
than is warranted.

 •  CEOs in larger companies are worth more to their shareholders, 
pound-for-pound of CEO pay, than CEOs in smaller companies.

 •  The UK CEO Value Index performance varies significantly from 
sector to sector... 
...and, perhaps contrary to prevailing views, banking CEOs are 
similar in value to their counterparts.

 •  Companies that change their CEO (in a four-year period) have 
a better Index of CEO Value for money than those continuing 
with their incumbent CEO.

 •  Despite the considerable resources invested in designing 
incentive pay programmes, as well as the efforts to administer 
and communicate those programmes, the OUTCOME (in terms 
of the actual money delivered to  
shareholders) is within a remarkably narrow range.

Key Findings from our 2015 Report

2015 UK CEO Value Index Scores
Company Size Upper Quartile Median Lower Quartile

£ of Value to all shareholders for every £1 CEO take-home pay over four years
FTSE 30 2055 1210 996

FTSE 31-100 532 385 254
FTSE 101-150 344 265 145
FTSE 151-350 195 132 84
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Summary: The CEO Value Index 2015Summary: The 2015 UK CEO Value Index
FTSE 100

FTSE 250
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Value Added is the first component of 
the UK CEO Value Index.

‘Value Added’ comprises Market 
Capitalisation, Reinvested Dividends and 
Share Buybacks.

Our analysis to date has covered four 
4-year periods. This report focuses on 
the four-year period ending in June 2015.

FTSE 100
Value Added, per company, in the FTSE 100 increased very slightly.

The median Total Value Added over four years by FTSE 100 companies has 
increased since last year, from a median of £4.6bn to £4.9bn. The upper quartile 
reduced from £9.8bn to £9.0bn

FTSE 250
The FTSE 250 saw a slight reduction in Value Added, per company.

Value Added  7

Value Added
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Remuneration is the second element of 
the UK CEO Value Index, comprising salary, 
bonus and LTIs.

The table below shows the methodology 
used for calculating total remuneration.

Remuneration
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Remuneration is not much lower for the FTSE 250  
than the FTSE 100.

This chart breaks up 4 Year Total Remuneration into its elements 
(excluding one-off payments).

LTIs are by far the largest component of pay across the FTSE 100.

Components of pay are weighted differently in the FTSE 250: at the 
median, salaries were the largest component of remuneration. 

LTIs make up a smaller proportion of remuneration in the FTSE 250 
than in the FTSE 100.

FTSE 100

FTSE 250
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The cost of a CEO does not tell us whether or not they  
are good value.

The largest cluster of companies added a relatively small amount of  
value and paid out relatively low LTIs. 

A number of outliers paid out very high LTIs but added little value.



The UK CEO Value Index  11

How we relate value added and remuneration to 
achieve the UK CEO Value Index:

The UK CEO Value Index
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CEO Value Index – FTSE 100

The UK CEO Value Index

2015 slightly lower than in 2013 and above 2014

2015 higher than in 2014 for the FTSE 250

FTSE 250 companies perform worse than FTSE 100 companies in the 
CEO Value Index.

CEO Value Index – FTSE 250
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We have now analysed four-year performance and pay data for the 
largest 350 companies in the UK for a great many years and there is 
a consistency to our findings. Here is the first of four rules.

Explaining why CEOs of larger companies are typically 
better value:

It is received wisdom that small companies are geared towards  
returning value to shareholders while large ones are more likely to 
benefit their executives.

However, the Index recognises 
that moving a large enterprise is 
a much tougher job than moving 
a small one. 

By way of example, imagine a 
pleasure boat and a super- 
tanker travelling at the same 
speed (i.e., operating at the same rate of Total Shareholder Return or 
‘TSR’) between two locations – both arrive at the same time, but the 
super-tanker is offloading MUCH more value. 

So it is that when, at the end of four years, the large company  
‘offloads’ greater value to all the shareholders, the (often) higher pay 
for the CEO is easily justified.

The reality is that small companies, in fact, tend to strain to keep 
pay ‘competitive’ by comparing themselves with pay packages 
offered at companies where the role of ‘captain’ is in a different and 
much larger league.

Rule 1: Large Company CEOs Deliver 
More Value
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Company Size Analysis

In order to demonstrate the impact of size, we divided the companies 
in our sample into four size buckets, as shown in the graph below, 
ranked by their UK CEO Value Index score.

CEOs running larger companies deliver much more value to more 
shareholders, and earn slightly higher pay.

We can see clearly that all elements of pay increase with size.

It is clear from the chart that Total Remuneration increases as 
company size increases...

FTSE 30 
Median Market Cap: 
£41.5bn
FTSE 31-100 
Median Market Cap: 
£6.3bn
FTSE 101-150 
Median Market Cap: 
£3.1bn
FTSE 151-350 
Median Market Cap: 
£1.2bn
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...but larger companies add more value.

Critically...larger companies add more value than smaller companies...
so they are able to deliver much more value to more shareholders, 
thus generating a higher Index score.
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So, in fact, CEOs of larger companies have a much  
higher CEO Value Index.

 
As a result of adding more value, the value-for-money of FTSE 30 
CEOs is up to three times that of CEOs running the FTSE 31-100 and 
more than seven times that of CEOs running the FTSE 151-350.

The difference in median Index score between the FTSE 30 and the 
FTSE 31-100 is particularly high. Most likely, this is because the  
‘perception gap’ between actual value added and actual pay is  
greatest between the largest and smallest FTSE 100 companies.

Put another way, as smaller firms tend to replicate the pay model 
and quantum of larger firms, but are able to add much less value for 
shareholders, they generate a much lower Index score. As a result, 
the larger firms represent much better value for money for each £1 
paid to their CEO than the smaller firms.



Rule 2: Bankers’ Pay is Boring  17

Last year, we explained how bankers might be better 
value for money than people generally believe:

 •  Bankers are cast as the 
executive pay ‘villains’ 

 •  However, we identified 
through our data analysis 
that Banks & Financial  
Services companies  
outperformed other  
companies of similar size  
in the UK CEO Value Index

This year, as the chart below shows, CEOs from Financial Services 
(FS) companies are now in line or, in the case of larger organisations, 
less value for money than CEOs from other sectors. 

Has there been a ‘catch-up’? More likely, banks and other financial 
institutions are focused on paying just enough and delivering just 
enough. That is perhaps the impact of increased regulation and the 
need to comply with it. 

Index of CEO Value for Banks vs Other Sectors

Rule 2: Bankers’ Pay is Boring
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Please remember: the Index is a rule of thumb. Companies in  
different sectors are structured differently and banks have many well 
paid executives other than the CEO. 

If we were to consider all executives the picture might vary, but the 
Index demonstrates the true picture is not as simple as ‘Bankers are 
Bad’.

This year shows that banks and financial services companies are not 
creating more value (against companies of similar size)...
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...and their pay fluctuates independent of size and is typically more 
than the pay of similar sized companies in other sectors.

Are bankers overpaid? Leadership of banks is well paid: median 
take-home pay is £5m to £12m over four years for the FTSE 100 
banking CEOs. 

But other sectors pay equally as much, or more, and deliver the same 
value or less. 

As noted in previous years’ reports, the UK will inevitably lead this 
debate because of the importance of the sector to our economy and 
as a world leader. But in this debate about the value for money these 
CEOs offer, we should be aware if the data is telling us a story  
different from that which we are led to believe in the press.
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Rule 3: Changing the CEO Works

There is often a feeling that  
replacing an underperforming CEO 
is more ‘trouble’ than it’s worth. 
But our data shows that this is 
not the case, and could provide 
confidence to Remuneration  
Committees who may be wary of 
such a change.

The chart below shows that companies which had a change of CEO in 
the four-year period to 2015 created more value (in the four years) for 
every £1 paid, than those without a change.

An important finding, vital to Remuneration  
Committees

CEO careers tend to be a ‘game of two halves’, with the first half being 
lower pay, higher performance. Intuitively, it makes sense to bring on a 
substitute during the second half if they can improve performance. 

This analysis points to the importance of good succession planning in 
business. It supports Remuneration Committees debating the  
retention of an incumbent over a change.
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Despite the considerable resources invested in designing so-called 
tailored incentive pay programmes, as well as the efforts to  
administer and communicate those programmes, the outcome (in 
terms of the actual money delivered to shareholders) is within a  
remarkably narrow range. For example:

Over half (52%) of all FTSE 100 companies listed in the UK deliver 
between £240 and £740 to all of their shareholders for every £1 paid 
to the CEO - a range of just £500.

71% deliver with the range £210 to £1,210 – a £1,000 range.

FTSE 100

Rule 4: The Outcome is the Same
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Nearly half (47%) of FTSE 250 companies are within an even narrower 
range of Index outcomes – between £58 and £158. 

FTSE 250
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The Energy & Utilities sector has the best FTSE 100  
Index scores.

Analysis by sector shows that the Energy & Utilities sector is the  
highest performing sector in terms of value from the CEO’s pay  
package, with a median score of £534. Last year it was Healthcare. 

Sector Analysis
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Energy & Utilities also score best across the FTSE 350.

Looking across the entire FTSE 350, the nine Energy & Utilities 
companies have the highest Index scores across the FTSE 350 by a 
significant margin.

The Industrials sector has the lowest Index, this is likely to be due to 
the falling share prices in recent years and their CEO pay not aligning 
with this.

Other than Energy & Utilities and Healthcare, sectors are grouped 
closely: size, not sector, determines the Index.
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Which sector adds most value?

Again, the Energy & Utilities sector and the Healthcare sector show a 
much higher Total Value Added score by a significant margin,  
especially when it comes to upper quartile values. The median Total 
Value Added is then very similar for all other sectors. There are a few 
very large companies which added much more value than others -  
upper quartile pay varies far more between sectors than median pay. 
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Which sector pays the most?

The Financials sector has the highest median pay in the FTSE 350, 
the Information Technology & Telecommunications sector remains the 
lowest, as it was last year. The upper quartile for the Financials sector 
is well above the upper quartile for any other sector.

Upper quartile

Median
Lower quartile

Key
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Many companies have asked us for an Index analysis which focuses 
on their company in particular or their peer group. If you would like an 
Index specifically for your company, please get in touch.

Further information, including press coverage of this research, is  
available on our website: www.pearlmeyer.co.uk.

If you would like to be added to our mailing list and receive our 
tailored, relevant articles and research on executive compensation, 
please email london@pearlmeyer.com.

About Pearl Meyer

Pearl Meyer is the leading advisor to Boards and senior management 
on the alignment of executive compensation with business and  
leadership strategy, making pay programs a powerful catalyst for 
value creation and competitive advantage. Pearl Meyer’s global clients 
stand at the forefront of their industries and range from emerging 
high-growth, not-for-profit, and private companies to the Fortune 500 
and FTSE 350. The firm has offices in New York, Atlanta, Boston, 
Charlotte, Chicago, Houston, London, Los Angeles, and San Francisco. 

Further Information

http://www.pearlmeyer.co.uk
mailto:london%40pearlmeyer.com?subject=
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