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Benchmarking Executive Compensation 

W hat is òcompensation benchmarking?ó A compensation benchmark is a 

modeling tool used to estimate compensation for executives of pri-

vately-held companies.  

A compensation benchmark is quite helpful in estimating the ballpark liquid 

income range for individuals where salary data is not disclosed.   

Why is compensation benchmarking effective?  

Typically, companies in the same industry sector strive to compensate execu-

tives in a similar manner. This insures top management is paid competitively 

against the marketplace, and helps boost talent retention. 

Since most U.S. companies are private, developing benchmarking skills can be 

quite helpful, particularly when applying prospect ratings, rankings, and de-

termining a gift request.  
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Keep in mind, compensation benchmarks only work for top -tier executives. The reason: 

You are benchmarking the compensation of executives in òprivate companiesó against òpublic 

companies,ó and only compensation figures can be found for the top few officers of public compa-

nies.  

When benchmarking, it is critical to compare "apples to apples." For example, it is not 

realistic to compare the compensation package of the president of Bank of America to 

the president of a Illinois -based steel fabrication 

mill. If your prospect is the president of a steel fab-

rication mill, you will want to attempt to find pub-

lic companies in the same industry sector with 

revenues in a similar range.   

To accurately benchmark compensation, plan to 

evaluate the payout for a òspecific positionó at no 

less than four comparative companies. Six or more 

is highly recommended, as liquid income can vary 

depending on several factors, including longevity 

in the position and company performance.  

Be flexible. In some cases your available pool of 

public companies may be less than six. In addition, 

you may need to sift through and examine many 

companies to find a solid representative number.  

Certain industries are more prone to be private. A 

good example is our Illinois steel fabrication mill mentioned previously. Typically, the 

smaller the company, the greater chance it will be private. If you are unable to find a 

solid group of representative companies, try a òsalary surveyó to get a ballpark based on 

metro area. Couple your survey with real estate and charitable giving indicators to help 

determine giving ability.  

The key to accurate benchmarking is identifying a select group of companies that have 

the following criteria:  

¶ They are in the same òsub-industry sectoró as your prospect company, and 

¶ in the same revenue range as your prospect, give or take 20%.  

(Continued from page 1) 
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Consider this...  

When evaluating 

public companies, 

only the parent 

company must dis-

close compensation 

figures, not subsidi-

aries units; unless 

the subsidiary is 

publicly - traded un-

der its own symbol.  

 

Consider this...  

For traditional, non -

public industries, use 

a ñsalary surveyò to 

ascertain a compen-

sation range for spe-

cific positions. Be 

sure to scale com-

pensation based on 

revenue ranges.  
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Letõs work through an exampleé 

The Situation:   

Letõs say your prospect is the president and CEO of a drug store 

chain with $3 billion in revenues. Your prospect's compensation 

is not published as the drug store chain is a subsidiary unit of a 

foreign conglomerate. You are currently working on your pros-

pect cultivation plan and would like to know a salary range for 

this position to help determine an appropriate annual fund ask 

amount. 

The Process: 

The critical issue is to identify comparative drug store chains with 

a similar revenue range. For example, though Wal-Mart has a 

pharmacy section, it is not specifically  a drug store chain.  Wal-

Mart is classified as òConsumer Products-Retail.ó To find com-

parative drug store chains, you must drill down further to the 

sub-category òConsumer Products-Retail-Drugs.ó  

Benchmarking Tools:  

#1 Identify the industry of your prospect company.  

¶ You must know the industry of your òprospect companyó 

prior to selecting òcomparative companies.ó  

¶ Try www.manta.com . (See Example 1) Enter the prospect 

company name, refine your search as needed, and scroll 

down and select your company in the results area. The SIC 

industry name will be listed in the company profile (See 

Example 2).  

#2 Select òcomparative companies.ó 

Once you have determined the industry of the prospect com-

pany, you can now identify comparative companies.  

(Continued from page 2) 
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Example 1 

Example 2 

http://www.manta.com
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To create a list of comparative companies, try the Reuters 

web site at www.Reuters.com (See Example 3).  

¶ In the left column, select òIndustriesó and the subcate-

gory òAll Industriesó to show the full industry list.  

¶ Scroll through the various industries and select the cor-

rect industry (identified in Step #1). In our example,  

òConsumer Products-Retail-Drugs.ó 

¶ Next, from the left column select òCompany Rankings.ó 

A full list of public companies in that industry sector are 

returned (See Example 4).  

¶ Be sure to select U.S. companies, such as those trading on 

Nasdaq or NYSE. The list may be several pages. 

¶ Use the revenue/sales and employee columns to help 

refine your list of comparative firms.  

Reuters offers a host of tools to help you compare companies, 

including revenue data, number of employees, and stock 

price. 

#3 Identify the òmatch positionó and compensation 

¶ Click on a òmatch companyó from the list of returns. 

¶ Select òOfficers and Directorsó to view the list of insiders 

(See Example 5).  

¶ Identify the position of interest through the òSummaryó 

and/or òBiographiesó tab (See Example 6).  

¶ òBasic Compensationó evaluates base and bonus.  

(Continued from page 3) 
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¶ For more advanced research, use the òOptions Com-

pensationó tab.  

¶ Compile a list of comparative positions with corre-

sponding incomes. 

Considerations:  

There will be occasions when you find the òright com-

panies,ó but sales figures are not as close as you would 

like them to be. You may need to realistically scale down 

or up compensation to present a more accurate overall 

picture.  

In this case you may want to try òaveraging compensa-

tionó or finding the òmeanó across the sample group.    

When performing a compensation benchmark, first at-

tempt to assess the òcash compensationó (liquid com-

pensation) value for the sample group.  

If the information is available, and you feel comfortable 

collecting the data, also try analyzing òincentive in-

come.ó Large cash or stock-based incentives are fre-

quently used as a talent retention tool.  

Do not make across-the-board judgments on òvariable 

income,ó as employment length and other factors dic-

tate how an executive is paid. You decide how in-depth 

you would like to take your research.  

 

(Continued from page 4) 

Page 5 The Development Too lbox  

Prospect Research Strategies  

Benchmarking Executive Compensation 

Example 5 

Example 6 

Coming in Julyé 

Prospect Research Strategies: The Salary Survey: 

Uncovering and evaluating compensation tools.  
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B usinessWeekõs Company Insight Center com-bines BusinessWeek resources with those of 

Standard & Poor's Capital IQ division to pull to-

gether up to 33 pages of data, charts, profiles, and 

news stories on each of the 42,000 public compa-

nies in the U.S. and abroad. Also available are re-

ports on some 320,000 private companies, though since they're private, the data is more limited.  

A nice feature of this product is its òinteractiveness,ó and the variety of options provided. For example, all ticker 

symbols and mentions of companies in BusinessWeek.com stories are linked to that company's Snapshot, which is 

a compendium of market -related data, company news, and biographical and compensation info on top executives. 

Similarly, executives' names in online stories will link to their CIC profiles.  

Through easy navigational links youõll findé 

¶ Profiles of chief executives and board members. 

¶ Interactive links to boardsñpublic, private, and nonprofit ñfor execs and directors. 

¶ Comprehensive company summaries with parent and subsidiary links.  

¶ History of insider stock trades.  

¶ Customizable stock charts.  

¶ Corporate earnings reports and estimates. 

How to research the siteé 

Step #1:  

(Continued on page 7)  
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Company Insight Center  

BusinessWeek.com  

Publish your association and 

chapter events at no charge 

in an upcoming issue of  

The Development Toolbox. 

(See page 20 for details.)  


