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Our weekly Say on Pay report often raises interesting questions about what the 
data really mean.  These questions are addressed in this series. All of our Say on 
Pay materials can be accessed at www.semlerbrossy.com/sayonpay. 

Introduction 

We have been tracking Say on Pay votes since they became mandatory in 2011. One of the things we’ve 
sensed in 2013 is that companies that are receiving less than 50% support for the vote feel like they’re 
smaller than in years past. In this post, we have done further analysis to understand whether or not this 
sentiment is true. 

Of the 32 companies that have received less than 50% positive votes in 2013, 38% have revenue less 
than $500M and almost 60% have revenue under $1B. We find nearly similar results for market cap: 
47% of companies that failed Say on Pay have a market value of less than $1B.  

Key Findings 

The charts on the following pages indicate that smaller companies are in fact failing at a higher rate in 
2013, but this is offset by a reduction in the number of companies in the 50-70% range.  

These analyses indicate that what we are really seeing is an increase in the spread of voting results. The 
number of companies above 90% is greater in 2013 at all size levels, and the number between 50%-90% 
is smaller. The 4 lowest voting results we have observed have all occurred in 2013. The sense that 
smaller companies are failing at a higher rate is also reinforced by the fact that there have been no very 
high profile failures yet in 2013, like Citigroup and Oracle in 2012 or HP in 2011. Of course, this may 
change in the coming weeks as the vote results continue to pour in.  

Smaller Reporting Companies 

This data is based on our Russell 3000 database. Separately, we are tracking the results for Smaller 
Reporting Companies, who have the Say on Pay vote for the first time in 2013. We report on those 
results in a separate Behind the Numbers report titled “Say on Pay and Smaller Reporting Companies”. 

Revenue data is from S&P as of fiscal year-end.  
Say on Pay vote results from SBCG research and Fund Votes LLC 

http://www.semlerbrossy.com/sayonpay
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Overall Data 

The chart below shows a scatterplot of all companies that have failed the Say on Pay vote since 2011. 
A few notable things we observe: 

• The large majority of observations (74%) are below $2.5B revenue, and only slightly higher in 
2013 

 2013: 78% 2012: 71% 2013: 76% 

• Only two observations above $5B revenue in 2013, compared with 7 in 2011 and 10 in 2012 

• The 4 lowest observations (19% and below) have occurred in 2013 
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Data by Company Revenue 

When we separate 2013 vote results from 2011-2012 and slice the 
data by revenue, we see some interesting results: 

• The smallest 1/3 of our database, approximately $500MM and 
below, are failing at 2.5% in 2013 versus 1.5% in 2011-2012 

• The smallest 2/3, approximately $2.5B revenue and below, are 
also failing at a faster rate in 2013 (2.4%) than 2011-12 (2.0%) 

• The number of companies with over 90% support in 2013 is 
materially higher (approx. 80%) than 2011-12 (approx. 75%) 

• The below 70% bucket has remained fairly constant in 2013 

• The 70-90% bucket has shrunk from 17-18% to 13-14% 
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Another View 

The graphs below depicts the 20th to 80th percentile of revenue for all companies in the Russell 3000 
compared to the 20th to 80th percentile revenue for companies that failed Say on Pay. The ranges for 
both metrics are fairly similar in 2011 and 2012, but in 2013 we notice that the range for companies 
that fail is much tighter and closer to the smaller end.  
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Conclusions 

Say on Pay has had a meaningful impact. A process has emerged around the vote that includes a 
review of pay programs, pay levels, and performance goals; increased outreach to shareholders/ISS; 
and concise proxy disclosure, especially for companies that have below median shareholder returns 
relative to their industry (whatever peer group is used).  

Our data indicate two potential trends are emerging – a greater failure rate for smaller companies, and 
increased “barbelling” of results at the top end, with more results above 90% as well.  

This data seem to support the notion that larger companies may be more able to manage the Say on 
Pay vote better than smaller companies. Possible reasons for this include: 

• Shareholder Outreach – Thorough shareholder outreach can cover the full year and involve 
numerous presentations, phone calls, and additional disclosures. This process can be time- and 
resource-consuming. Smaller firms may not have the ability to allocate additional funds or human 
capital to the process of dialogue with shareholders. 

• Relationship Building – Similar to shareholder outreach, many large companies have committed 
resources and people to building relationships with proxy advisors. This process allows a two-way 
dialogue from the company to proxy advisor and vice versa in order to explain and clarify pay 
programs when necessary. Smaller firms may have less ability to get meaningful attention from 
proxy advisors and fewer resources to build and maintain these relationships. 

• “Say on Performance” – Because it is broadly-worded, the Say on Pay vote can be influenced by 
shareholders’ dissatisfaction with a company’s performance rather than simply a measure of 
appropriate compensation designs. Resource constraints as noted above may lessen smaller firms’ 
ability to manage the message and communications with voters. 
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