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Welcome to the 2018 UK CEO Value Index, a 
measure of how much a company’s shareholders 
receive in value for every £1 their CEO is paid. 

This unique database offers a fresh look at the 
productivity of remuneration committees. It also 
looks at the way in which the shareholders’ 
investment in incentive pay leads to incremental 
value—or not. Finally, it provides companies with 
insights into how executives could deliver more 
value through improved incentive design.

As in previous years, the 2018 report looks back over a four-year period. We cover 
such a timeframe because it includes all the elements of CEO pay: salary, plus the 
actual value of bonus pay, plus the vested value of long-term incentives (LTI). 

Our work on this unique Index, published annually since 2012, provides 
remuneration committees with a consistent analysis of value creation and how that 
value creation performance is rewarded for a given company and a very broad set of 
peers over time.

As the database has accumulated, so have the insights it offers. In the 2016 
report, for example, we focused on the importance of succession, ownership, and 
consistency in incentive design. 

In 2018 we look at the need for the re-calibration of pay and performance amongst 
second and third tier performing companies. As The Sunday Times of Oct 28, 2018 
said, “The Pearl Meyer research aims to delve beneath the headline numbers and 
look dispassionately at pay in the context of performance.”

As a reminder to our readers and those using this database (increasingly, 
companies and remuneration committees find the data valuable as a tool to 
calibrate incentive plans), our view is that high pay is not the issue. High pay for 
ordinary performance is a core issue. By focusing on the value of an executive 
rather than the cost of an executive, as we have done, the 2018 UK CEO Value 
Index demonstrates objectively whether a pay programme is effective. 

Simon Patterson 
Managing Director and Head of the London Office, Pearl Meyer

Foreword
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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 which can easily 
be applied by remuneration committees to 
their own companies.

Changes from Previous Value 
Index Reports 

This year we made minor alterations to the methodology to improve 
the link between the data captured and the open source data people 
are accustomed to seeing in annual reports.

 •   We look at the value added to shareholders by the company 
over four calendar years 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
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The top line of the darkest colour 
represents the upper quartile. 

The line dividing the dark and light 
colours represents the median. 

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

How to Read the Bar Charts in this Report

Upper Quartile

Lower Quartile
Median

It is important to understand that dou-
bling value in a £1bn company is vastly 
less difficult than doubling value over 
the same period for a £10bn or even a 
£30bn company.

However, remuneration committees amongst the middle to smallest two 
thirds of the FTSE 100 routinely set pay opportunity at very nearly the 
same levels as their larger and more successful counterparts. 

This means payouts for the captain of a much smaller cargo vessel, 
which may have ‘travelled’ at the same rate of TSR (Total Shareholder 
Returns) as the largest vessels, are often out of line relative to the 
absolute value—or volume of cargo in our analogy—delivered to all 
shareholders by the captains of those large vessels.

This is why the Index measures success in absolute terms: because 
that’s how the world actually works.
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Total Value Added Methodology

Total value added is calculated over four calendar years. The change 
in market cap is calculated using the three-month average share price 
in the three months leading up to the beginning and end of the four-
year period.

Our analysis is focused on the FTSE 100 which was defined at 30th 
June 2017.

Total Remuneration Methodology

Total remuneration for the four-year period is calculated using the 
single figure of remuneration data disclosed by each company.

Remuneration Elements Year 1 Year 2 Year 3 Year 4

Salary
Salary payable for the 
financial year 4 4 4 4

Bonus

Full annual bonus earned, 
including deferred amounts 
(unless subject to future 
performance)

4 4 4 4

Benefits
All taxable benefits and 
expenses 4 4 4 4

Long-Term 
Incentives 
(LTI)

LTI awards and options 
that vest by reference to 
performance conditions 
that are met (or 
substantially met) at the 
year-end

4 4 4 4

Pension
Pension scheme benefits 
valued in accordance with 
the HMRC method

4 4 4 4

Other
Any other relevant 
payments made to the CEO 
for the financial year

4 4 4 4

Total Value Added      Change in Market Cap      Reinvested Dividends      Share Buybacks= + +
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Summary: The CEO Value Index 2015Executive Summary

Over the following pages we provide a summary of the UK CEO Value 
Index 2018 results for the FTSE 100. Detailed information for your com-
pany is available upon request. 

The findings offer shareholders, remuneration committees, reward pro-
fessionals, regulators, and financial commentators the opportunity to 
assess 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; and 

 •  A simple comparison across sectors, by company size, and over 
time of their company’s relative Value Index.

For remuneration committees and reward  
professionals: 
 •  The ability to review the results of incentive compensation 

design and determine how well did pay align with performance 
and how does our pay-to-performance alignment compare with 
other relevant comparators; and 

 •  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; and 

 •  A snapshot of pay-to-performance alignment, providing an objec-
tive ‘commentary’ on recent regulatory changes.
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Summary Findings 2018

Total remuneration has stabilised with low growth.

The graph below shows our analysis of how the CEOs of FTSE 100 
companies (as at 30th June 2017) have been paid since 2010.* The 
analysis indicates a general trend upwards across the group which 
amounts to around 22% at median in terms of FY17 pay over FY10 pay. 

Notably, the majority of this increase came between FY10 and FY11. 
Since FY11, total remuneration for this group of companies has 
stabilised.

Short-term incentive award paid as a percentage of maximum 
opportunity shows near maximum bonus is the norm.

Average short-term incentive pay-outs at upper quartile are 
approximately 90% of maximum opportunity, falling to 73% at median 
and 54% at lower quartile over the eight-year period reviewed.

The range of pay-outs has remained remarkably consistent year-on-
year with an average inter-quartile range of 36%.
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In the 2018 UK CEO Value Index, most companies deliver 
less than £500 in shareholder value for every £1 paid to the 
CEO, with notable exceptions.

The FTSE 100 UK CEO Value Index has been remarkably 
consistent in the past and shows value growth for 
shareholders.
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Looking back at the UK CEO Value Index performance of the 
FTSE 100, we can see that median Value Index performance 
has improved slightly over time. Value Index performance for 
this group of companies peaked in the four-year period 2012-
2015. This is a reflection not of pay declining in that period, 
but of an elevated total value added across the FTSE 100.   

Historical UK CEO Value Index Performance
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Each year our database grows, allowing us to develop new insights 
about the relationship of pay to performance. Over the following pages, 
we set out the newest insights from our 2018 UK CEO Value Index 
analysis. 

To begin, please note that we often refer to ‘tiers’. A number of our 
insights rely on dividing the FTSE 100 into four tiers. These tiers 
include companies based on their Value Index ranking so that tier 1, 
for example, is comprised of the top third of Value Index performers—
these are the companies that deliver the most to shareholders for 
every £1 or $1 of CEO remuneration. Tier 2 is the second third and tier 
3 is the final third. The fourth tier, ‘value losers’, is comprised of those 
companies that did not add value to shareholders over the period.

Insight #1

Alignment (or lack thereof) of pay and performance is obvious if you 
look at consecutive four-year periods. 

On the following page we compare the 2014 UK CEO Value Index 
delivered by FTSE 100 companies with their 2018 UK CEO Value Index. 
Those companies in the red zone indicate companies whose Value 
Index declined between the two periods. 

If we also consider those companies that lost value in the 2018 Index 
and therefore can’t be included in the chart below, then we find that 
half of companies had Index scores that declined between the two 
periods, meaning half of companies had Index scores that improved. 

What is causing so many companies to fall in the red zone? Is it 
a decline in total value added or a rise in total remuneration? Our 
analysis suggests both factors are at play (i.e., a large number of 
companies are paying more for each pound of value added today than 
they have done historically). 

Is this willingness to pay more for less a necessary cost of business 
today? Is value that much harder to add today than it was four years ago? 

Insights
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2014 UK CEO Value Index vs. 2018

2
0
1
8
 U

K
 C

EO
 V

al
ue

 In
de

x

2014 UK CEO Value Index

Insight #2

Losers pay the same or more.

How is it possible that pay and performance can be so ‘out-of-
alignment’?

What we have found is that FTSE 100 CEOs in the top third of Index 
scores are paid the most but they also add by far the most value. 
That is to say, they are ‘worth it’.

While the remaining FTSE 100 CEOs are paid a little less, they deliver far 
less value. Median total remuneration for the bottom third of FTSE 100 
CEOs is 95% of the second tier, but median value added is just 41%.

A large group of companies are awarding significant payouts to CEOs 
despite performance being significantly behind the largest, top- 
performing FTSE 100 peers.
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If one adds up all of the CEO remuneration paid to all the tier 3 
companies it exceeds the total spent at each of tiers 1 and 2. Pay 
programmes at tier 3 companies are simply not effective at driving 
shareholder value.

A closer look at the breakdown of total remuneration highlights that 
tier 1 and tier 2 companies pay the same short-term variable pay at 
upper quartile. Why?

Average vesting of long-term incentives over the four-year period (as a 
percentage of maximum opportunity) is highest in tier 2 companies, 
then tier 3, and then tier 1 companies. Why?

Our research suggests long-term incentive calibration at these mid-
tier companies cannot be calibrated or aligned with value added to 
shareholders to the same extent as top tier companies.

Total Four-Year Remuneration: 2014-2017
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Insight #3

Value added by tier 1 companies is more than twice the median for 
tiers 2 and 3 combined, yet pay mix is consistent. This is strong ev-
idence that mid-tier CEOs are happy to copy the leading CEO pack-
ages, but cannot deliver the magnitude of value added.

Pay mix at top, second, and third tier companies is very consistent.

This is remarkable because median total value added by top tier 
companies is more than twice median total value added by the 
second and third tiers combined.

Average Variable Pay-Outs as a  
Percentage of Maximum Opportunity
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Insight #4

We now know how a well-calibrated plan works. How much 
improvement is required by those trying be in the top tier of the  
UK CEO Value Index?

If we take a median top tier company as our benchmark for a well-
calibrated pay programme, how should a median-ranked second tier 
company be paying their CEO in order to be equally good value for 
money to shareholders?

For a median tier 2 company to achieve a Value Index on a 
par with a median tier 1 company, then total remuneration 
over the four-year period should be no more than £7.18m. In 
practice, median total remuneration for tier 2 companies is 
more than 2.5 times this at £18.6m.

CEO Value Index    =

670    =

Total Remuneration    =    £7.18m

Total Value Added

£4,810m

Total Remuneration

Total Remuneration

Median Tier 2 Company

CEO Value Index    =

670    =

CEO Value Index    =    670

Total Value Added

£12,219m

Total Remuneration

£21.2m

Median Tier 1 Company
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Insight #5

Several years ago we showed female remuneration committee 
chairs out-performing their male counterparts. What happened?

It would seem that men now run the remuneration committees which 
deliver the most value to shareholders. That flies in the face of our 
previous findings.1 Is it because women are increasingly appointed to 
boards and find themselves in charge of committees with troubled pay-
to-performance alignment, or is it something else?

1In June 2016, in an article entitled “Why Women Are Increasingly Influencing the Executive Pay Debate”, we pointed out that 
of the 149 largest listed companies in the UK by market capitalization, 52 (or 35%) had female remuneration committee 
chairs. We went on to prove those chairs delivered more value than their male counterparts.
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Insight #6

Second and third tier companies are paying like top tier performers.

We reviewed the pay scenario disclosures of each FTSE 100 company 
(i.e. the remuneration payable under minimum, on-target, and maximum 
performance scenarios) and compared them to actual pay awarded over 
the four-year period. 

All FTSE 100 companies are relatively consistent in terms of their 
fixed to variable pay ratio under each scenario. What is interesting is 
that those top tier performers were awarded an actual pay package 
that most closely resembled an on-target scenario whilst second tier 
performers were awarded an actual pay package that most closely 
resembled a maximum performance scenario. 

This is despite the fact that performance at these second tier 
companies is significantly behind that of top tier companies, further 
emphasising the lack of alignment between actual value added to 
shareholders and total remuneration. 

Actual Pay vs. Scenario Pay
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Insight #7

Why are losers entitled to a £1m bonus?

The tier 2 and tier 3 companies (together with the companies which 
lost shareholders’ value), received similar bonus awards in 2017. 

A Closer Look: 2017 Bonus 
Awards Broken by Tier

£500,000

£0

£1,000,000

£1,500,000

£2,000,000

£2,500,000

Bonus
Top Tier

Bonus
Second

Tier

Bonus
Third
Tier

Bonus
Value 
Losers



Further Information  19

Further Information

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.com.

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 or contact our experienced 
consultants directly using details provided below.

Simon Patterson
Managing Director
+44 203 384 6712
simon.patterson@pearlmeyer.com

Catherine Wherity
Vice President
+44 203 384 6717
catherine.wherity@pearlmeyer.com
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Pearl Meyer is the leading advisor to boards and senior management 
on the alignment of pay programmes with business and leadership 
strategy, making pay a powerful catalyst for shareholder 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. 

As a leading global pay advisory services firm, Pearl Meyer has offices 
in New York, Atlanta, Boston, Charlotte, Chicago, Houston, London, and 
Los Angeles.

About Pearl Meyer



Locations

NEW YORK
461 Fifth Avenue, 19th floor 
New York, NY 10017
(212) 644-2300
newyork@pearlmeyer.com

ATLANTA
One Alliance Center
3500 Lenox Road, NE, Suite 1708
Atlanta, GA 30326
(770) 261-4080
atlanta@pearlmeyer.com

BOSTON
93 Worcester Street, Suite 100
Wellesley, MA 02481
(508) 460-9600
boston@pearlmeyer.com

CHARLOTTE
3326 Siskey Parkway, Suite 330
Matthews, NC 28105
(704) 844-6626
charlotte@pearlmeyer.com

CHICAGO
151 N. Franklin Street, Suite 450
Chicago, IL 60606
(312) 242-3050
chicago@pearlmeyer.com

HOUSTON
Three Riverway, Suite 1575
Houston, TX 77056
(713) 568-2200
houston@pearlmeyer.com

LONDON
Collegiate House
9 St. Thomas Street
London SE1 9RY, UK
+44 (0)20 3384 6711
london@pearlmeyer.com

LOS ANGELES
550 S. Hope Street, Suite 1600
Los Angeles, CA 90071
(213) 438-6500
losangeles@pearlmeyer.com

For more information on Pearl Meyer, 
visit us at www.pearlmeyer.com or 
contact us at (212) 644-2300.

www.pearlmeyer.com
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