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introduction

� the long period of economic growth up to 2008 
enabled executives to enhance their pay through 
establishing remuneration schemes which responded 
to economic growth, productivity and profitability

� the economic decline was not anticipated and in many 
cases the schemes did not take proper account of 
diverse economic factors

� at some companies, a culture emerged where 
executives would be paid substantial bonuses and 
benefits irrespective of personal performance and the 
performance of the employer
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� in some cases human resource managers were 
instructed to inform unions during collective 
bargaining on new conditions that the employers 
could not afford more while the executives were either 
granting themselves or being granted enhanced 
remuneration and benefits

� at one level this may reflect the failure of certain 
unions to fully understand remuneration structures 
and to obtain proper disclosure of remuneration 
payments
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� until 2008, executive pay while questioned was not a 
hugely controversial issue

� for strategic reasons the pay of executives tended to be 
treated as being confidential

� as now appears from many examples and media 
reports, government, shareholders and citizen have 
become concerned and the issue is being given much 
more scrutiny
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� the abuses at some employers is leading to limits 
being set in some instances and there have been calls 
for regulation

� in the USA there has been some regulation and this is 
also being threatened in Europe

� through taking shareholding eg in banks, governments 
are exercising some control



introduction

� executive pay has now become a hugely controversial 
issue and is one of the major issues on the HR global 
agenda

� it will cause tension between HR managers wishing to 
enforce good governance and some executives who 
want HR to manage by �lip service�

� arguably as one aspect of the 21st Century �Greed 
Culture�, the abuse of executive pay has been a cause 
of the current economic recession

� in certain cases it has affected the liquidity of 
companies
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� the greed culture has been flagrant and broad-
spread

� hence certain employers in the U.S.A. and U.K. (and 
elsewhere) have used government loans intended to 
recapitalise their business to pay alleged contractual 
bonuses and benefits to employees (not only 
executives) ie public funds for executive pay

� ironically those calling for an unrestricted free 
market may indirectly encourage government to 
regulate executive pay in some respects



executive pay abuse - an issue of global 
concern

� examples of media reports over past 8 months:

� �US president B. Obama slams insurance giant AIG 
saying hell try to stop it giving the executives $165 in 
bonuses after getting bonuses in government bailout 
funds�

� �GM offers itself up to be nationalized�

� �King 3 a timely boost for governance�

� �Hair shirts all roared for liberty executives� (increases 
and bonuses declined last year � UK company)

� �Executives pay � firm handshakes�



executive pay abuse - an issue of global 
concern

� �Governance by directors, for directors�

� �King 3 woolly definitions�

� �Geithner seeks additional powers�

� �Top US finance officials tell Congress they want to be 
able to curve excesses of financial firms�

� �AIG bonus recipients agree to pay them back�

� �Financial services must take an extra close look at 
bonuses�

� �Credit Suisse executives take big pay cuts, could loose 
more�




