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With Public and Private Firms Competing for
Talent, Have Executive Pay Packages Changed?

CEO compensation is vastly different at public and private companies — from the total amount
of pay to the way it’s structured. As both types of organizations increasingly compete for talent,
understanding these differences is important to attract and retain executives.

Compensation among private and public company executives is vastly different in both total value and the way
rewards programs are structured. With private and public companies increasingly competing with one another for
top talent, it's important for boards to better understand these differences as they benchmark executive pay to the
market and against a peer group of companies they compete with for executive-level talent.

To gain a sense of the compensation landscape for executive talent, we analyzed executive compensation data at
nearly 450 public companies and more than 130 private companies that reported pay for 2019 to Aon’s Total
Compensation Measurement Survey. Companies are based in the United States, span all industries and have a
median revenue of $5 billion for the public companies and $1.3 billion for the private companies (see Appendix A
for more details). Private companies in this analysis are generally companies that intend to remain private (e.g.,
family-owned businesses, S Corporations, non-profits, business units) rather than private equity or venture capital
sponsored companies.

We found that total direct compensation for a CEO at a privately-held company trails publicly-traded companies
by 40%. That premium is slightly lower for other private company executives who earn about 50% of their public
company counterparts. However, as an organization’s revenue size increases, this gap narrows significantly.

Figure 1
Private Company Executive Pay as a Percentage of Public Company Pay

Total Target Direct Compensation

Revenue Scope Private as % of Public
CEO Other Executives
Full Sample (All) 41% 49%
<$1B 33% 52%
$1to $5 B 35% 47%
> $5B 51% 61%
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Source: Aon Total Compensation Measurement Survey; Q1 2019; other executives includes Chief Financial Officer, Chief Information Officer,
Chief Legal Officer, Group President, Chief Human Resources Officer, Chief Operating Officer and Chief Administrative Officer.

Figure 2 shows the differences in total target direct compensation value between the two types of companies for
the CEO and other executives. Target direct compensation is the sum of annual base salary, target bonus
opportunity and long-term incentive value.

Figure 2
Differences in Target Direct Compensation at Private vs. Public Companies

CEOs Other Executives
Full Sample $7,472.1 Full Sample $1,868.2
(All) $3,055.7 (All) $914.0
$3,165.2 $1,131.6
<918 $1,042.0 <$18 $586.2

$6,212.8 $1,565.3
$110358 $2,146.1 $1t0$58 $729.6
$10,514.
> $5B 4 > $5B $2,197.1
$5,368.5 $1,330.8

m Public = Private m Public = Private

Source: Aon Total Compensation Measurement Survey; Q1 2019

Driving Factors Behind Compensation Gaps

The difference in value of executive pay is largely due to the prevalence of long-term incentives at public
companies. When it comes to cash compensation, including base salary and annual bonus, the value is only
slightly smaller for private company executives, as shown in Figure 3 for CEOs and Figure 4 for other executives.
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Figure 3
CEO Pay Differences by Types of Compensation at Private vs. Public Companies
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Public | Private Public | Private ($1 to ($1 to Public | Private

(All) (All) (<$1B) (< $1B) $5B) $5B) (> $5B) (> $5B)

mong-term Incentives  $5,151 = $1,646 $1,735  $520 $3,976 $726 $7,427  $3,350
mTarget Bonus $1,396  $1,111 $699 $560 $1,156  $819 $1,877  $1,552
mBase Salary $1,039  $1,027 $670 $698 $959 $959 $1,209  $1,095

mBase Salary ®mTarget Bonus m®Long-term Incentives

Figure 4
Executive Pay Differences by Types of Compensation at Private vs. Public Companies
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(Al (All) (<$1B) (< $1B) $5B) $5B) (> $5B) (> $5B)
mLong-term Incentives | $946 $391 $507 $286 $739 $276 $1,195 $610
m Target Bonus $378 $264 $233 $183 $323 $212 $441 $349
m Base Salary $508 $451 $387 $371 $466 $409 $558 $522

mBase Salary ®Target Bonus mLong-term Incentives

Source: Aon Total Compensation Measurement Survey; Q1 2019
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Only 38% of all private company CEOs in our analysis received long-term incentives last year compared to 97%
of public company CEOs. Of those private company executives that received LTI payouts, most value is delivered
by cash-based performance awards. Public companies tend to diversify awards among at least two vehicles, with
performance shares and/or time-based restricted stock being most prevalent.

Next Steps

Historically, publicly-held organizations have increased complexities due to regulatory compliance and external
market and shareholder scrutiny, and therefore, higher pay levels reflect that. However, the large gap in
compensation between private and public companies could narrow over time as competition for top talent
increases — a prominent trend that is already occurring among the largest organizations.

To learn more about participating in one of our surveys or to speak with a member of our rewards consulting
group, please write to rewards-solutions@aon.com.

Appendix A

Breakdown of Companies in Analysis

Privately-held Data
SENTES

Regressed Publicly-held Data Samples

Executive Revenue
Revenue

Type Scope Scope Company Median Company Median
Count Revenue Count Revenue
(FAUI'I') Sample g5 Billion 442 $6.051 B 136 $1.348 B
CEO <$1B $500 Million 30 $745.6 B 52 $321.8 M
$1to $5B $2.5 Billion 168 $2.538 B 56 $1.905 B
> $5B $10 Billion 244 $14.718 B 28 $12.550 B
FUI'I' Sample 45 Bilion 46712582  $4.977B 216/ 737 $1.500 B
Other (All)
Executives <$1B $500 Million 118 /310 $623.5 M 96 / 267 $361.5 M
$1to $5B $2.5 Billion 271/ 985 $2.498 B 88 /293 $2.065 B
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About Rewards Solutions

The Rewards Solutions practice at Aon empowers business leaders to reimagine their approach to rewards in the
digital age through a powerful mix of data, analytics and advisory capabilities. Our colleagues support clients
across a full spectrum of needs, including compensation benchmarking, pay and workforce modeling, and expert
insights on rewards strategy and plan design. To learn more, visit: rewards.aon.com.

About Aon

Aon plc (NYSE:AON) is a leading global professional services firm providing a broad range of risk, retirement and
health solutions. Our 50,000 colleagues in 120 countries empower results for clients by using proprietary data and
analytics to deliver insights that reduce volatility and improve performance. For further information, please visit
aon.com.

This article provides general information for reference purposes only. Readers should not use this article as a replacement for legal,
tax, accounting or consulting advice that is specific to the facts and circumstances of their business. We encourage readers to consult
with appropriate advisors before acting on any of the information contained in this article.

The contents of this article may not be reused, reprinted or redistributed without the expressed written consent of Aon. To use
information in this article, please write to our team.

©2020 Aon plc. All rights reserved
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