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Quote of the Month

'You only find out who is swimming naked when the tide goes out.'  

Warren Buffett 

Compensation:  
what does 'just right' look like?
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Brightlights and PWC are just completing a survey on salaries for small and mid-sized technology firms in the GTA. One clear conclusion from this exercise has been that benchmarks do exist but each company has its own unique story, value proposition, customer base, sales story etc.

In the early stages of a technology company's life, the founder usually pays him/herself whatever the company can afford and pays the employees as little as they possibly can. As the company matures, base salaries begin to gel and  ranges are established for various levels of employees and their functions. It is at this point that the founders start to formalize their compensation.  

As  the company moves to "adolescence" and hires senior executives, base salary compensation starts to be coupled with significant variable bonuses. This is where the "fun" starts, so I've included some basic rules to guide the process.

Annual vs. quarterly bonuses
Annual bonuses have a dramatically larger impact on employees and their families than quarterly payouts. Quarterly payouts are often so small that they end up seeming to be part of the individual's salary, but an annual bonus gets noticed, especially if it's paid out around the holidays. It is awaited with great anticipation and hopefully is big enough for the family to take notice.  

Additionally, the annual bonus gets the senior team focused on the annual strategic themes, the annual budget and the long-term results of the company. It also makes the CFO's job easier without having to worry about quarterly ups and downs leading to excessive payouts and subsequent drawbacks.   

 

Bonuses should be earned, not expected
Don't treat any part of an employee's bonus as guaranteed pay. This is not an extension of their base salary.

 

Tie the senior executive's bonus to the annual budget
Ultimately, the performance to budget is what truly matters and the bonus  should tie payouts to both the top and bottom lines of the budget. Enclosed is a useful matrix format with one axis showing the top line (bookings is typically the best measure) and the other axis showing the bottom line which is typically earnings.  
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Put the whole senior team on the same compensation plan
It is important that the senior team is focused on the same goal when it comes to bonuses. While it is true that each functional executive has his or her own goals and targets, financial performance is the goal, and senior team members need to be focused on helping each other hit and exceed the budget. 

 
Nothing is completely private
There is nothing more sensitive than salary. Take it for granted that everyone knows everything and make every effort to be consistent.

 

BTW, the results of our joint PWC/Brightlights salary survey will be compiled in the first week of March. If you'd like more information on the results, please contact me directly.

 

   
The Future of Education  
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If there is one frontier which still exists, where we can make a game-changing impact on our lives (and our children's lives) it is education. I am constantly amazed at how "Taylorian" our school system remains...i.e. churning out widgets (our children) as if they were on an assembly line.  See Waiting for Superman, a great documentary on the subject.


If you want to read an eye-opener on the more social and personal future of education, take a look at this piece  from The Futurist. It's a great read! 

 

Articles of the Month     
 
I don't know about you but I get jazzed, envious and frustrated all at the same time when I read the precis on each of the World's 50 Most Innovative Companies. They're the type of places that I'd like to work. But frustrating or not, it gives me a sense of hope that out of failure, or mediocrity, always waits opportunity. Carpe diem!  
 
In the same issue of Fast Company is a short piece on True Grit ...how some of the biggest victories are won an inch at a time. Nothing earth-changing, just picking your battles and knocking them off individually. 
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Brightlights recruits executives for small and  

mid-sized technology firms  

and helps these companies make the best of  

their people.
 

Feel free to contact us about: 

Recruiting Services
Consulting to reduce costs and increase recruiting effectiveness 
Employee assessment
Monthly industry highlights
 

 

Email mfox@brightlightsinc.com
Website www.brightlightsinc.com
Tel. 416-406-1777 




