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What goes up must come down
An analysis of the forces driving 
executive pay over the next decade





Introduction

For proof that the world can change in 
unexpected ways, those concerned about 
executive pay need to look no further than 
a 1976 Harvard Business Review article 
entitled The ‘devaluation’ of the American 
executive.

In this lament for the plight of the corporate CEO, David 
Kraus observes that ‘the worth of the American executive, as 
measured by his pay, has declined in both relative and 
absolute terms over the past decade’, with consequences for 
executive motivation and the ability to attract executives to 
take the top jobs in corporations. He goes on to assert 
that ‘...compensation compression and relative decline in 
executive pay are probably here to stay’.1

These sentiments might seem bizarre today. Executive pay 
in the UK has doubled since the millennium in real terms, 
while average earnings have increased by only 10%. But 
equally in 1976, would anyone have thought that within a 
decade the great executive pay inflation would be 
underway?

Starting with the Greenbury report of 1995, the last two 
decades have seen a slew of governance reports, best 
practice guidance and regulations on executive pay for UK 
companies. Recent legislation builds on the advisory vote 
introduced in 2003: from 2014, UK listed companies will 
have to put their executive pay proposals to a binding 
shareholder vote and report on pay policy and outcomes in a 
much more transparent way. This will arguably give the UK 
the toughest and most transparent executive pay regime in 
the world. 

1 Kraus, D., 1976, The ‘devaluation’ of the American executive, 
Harvard Business Review, p. 88

With stock markets recovering strongly over the last couple 
of years, rising share prices will inevitably lead to increases 
in the ‘single figure’ of remuneration, which is favoured in 
the new disclosure rules. The single figure values share 
options and other long-term incentives when executives 
become entitled to the gains rather than when they are 
awarded. There will be plenty of opportunity, for those who 
wish to do so, to make the case that executive pay continues 
to be spiralling out of control and that more must be done. 
And with a General Election looming, there will be plenty 
for whom the temptation will be too great.

But is the tide actually turning, just as people are saying the 
problem can’t be solved? Bonuses paid to FTSE 100 chief 
executives have fallen in each of the last two years and 
salary freezes have become commonplace. Many believe this 
is simply a blip and the relentless upwards trajectory of 
executive pay will resume once the economy recovers. But is 
this right? There’s a credible argument that executive pay 
could stagnate in real terms. And there’s even the possibility 
of a decline as the forces that drove executive pay up abate 
or go into reverse. 

In this paper we explore these arguments and consider the 
implications for the future trajectory of executive pay. 
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2 PwC, 2012, Making Executive Pay Work: The Psychology of Incentives, 
Research Paper, p. 27 

Executive summary

Five major forces that drove the increase in 
executive pay in the UK over the last three 
decades are likely to abate or go into 
reverse. There’s a strong chance that 
executive pay will stagnate or fall in real 
terms as a result.

Global competition is a reason often given for high executive 
salaries. Companies that don’t match the pay offered by 
foreign rivals risk losing out in the war for talent. But there’s 
reason to think the globalisation of pay levels has now run 
its course. Research shows that pay levels have largely 
converged, with pay declining in the US as it has risen in 
Europe and emerging markets. International benchmarks 
can no longer be used to make the case for ever higher pay. 

Another factor driving executive pay was the increase in 
complexity. Following the Greenbury Report in 1995, 
companies introduced new long-term incentive plans 
alongside existing share options. By 2004, four out of five 
FTSE 100 companies used at least two long-term incentive 
plans, and one in five used three. But complexity has 
backfired. Our 2012 Psychology of incentives research with 
the London School of Economics and Political Science2, 
shows that executives drastically discount complex pay 
packages and would be happier being paid less in a simpler 
more certain form. Investors have begun the revolt against 
complexity in the UK and we already see examples of pay 
coming down as it simplifies. 

As the attraction of the ’star CEO’ has waned, companies are 
investing more in succession planning. And over the last two 
years more than two-thirds of CEO appointments in the 
FTSE 100 have been internal promotes. These CEOs have 
been appointed on a salary 13% below their predecessor on 
average. This will have a sustained dampening influence on 
executive pay. Benchmarking has been blamed for 
ratcheting pay, but it simply accelerates trends. We could 
now see benchmarking acting as a brake on pay.

There’s no doubt regulation has a role to play. Research 
shows pay in financial services tends to be inversely 
correlated with the intensity of regulatory intervention. As 
banking was deregulated, a pay bubble formed in the sector 
with spillover effects across the economy. The current 
regulatory focus will put this into reverse. Pay in investment 
banking has already fallen by nearly 40% relative to pay in 
the general economy and further falls are expected over the 
next decade. 

Over the last 35 years the share of profits in GDP has grown 
relentlessly at the expense of wages paid to labour. And as 
the share of profits grows, so does executive pay. But what 
goes around comes around. Just as 1976 turned out to be a 
high-water mark for wages as a share of GDP, so 2013 could 
turn out to be a high point for profits, and hence executive 
pay. All of the post-war gains for labour have now been 
reversed. The profit share could well have reached its peak, 
or at least a plateau.

There’s a lesson here for policy makers. It’s easy to imagine 
that recent trends will carry on forever unless governments 
act to stop them. But the world is often a confounding place. 
Whether executive pay goes up or down will largely be 
determined by forces beyond the ability of governments to 
shape.
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A significant factor behind executive pay inflation in the U
K 

from
 2000 to 2010 w

as the increasing use of global (in other 
w

ords U
S) com

parators for benchm
arking purposes. 

C
om

panies w
ho had claim

ed they w
ere fighting a global w

ar 
for talent established total com

pensation philosophies that 
w

ere at least transatlantic and som
etim

es fully global in 
nature. 

This led to increases in total com
pensation directly w

ithin 
the firm

s concerned. But there w
as also a flow

 through to 
U

K-focused businesses that benchm
arked them

selves 
against U

K FTSE 100 com
panies, m

any of w
hom

, in turn, 
benchm

arked them
selves globally.

But, in a 2011 paper, Professor M
artin C

onyon and co-
authors have dem

onstrated that, once adjusted for firm
 

characteristics and board com
position, U

K and U
S executive 

pay levels have now
 largely converged. W

hereas the 
prem

ium
 of U

S C
EO

 pay to the U
K w

as in excess of 99%
 in 

1997, it had fallen to 38%
 in 2003. 3 Subsequent w

ork show
s 

that the pay prem
ium

 for U
S versus European C

EO
s, after 

controlling for firm
 size, ow

nership, and board structure, 
had fallen to 12%

 by 2008. 4

The authors note that “…
there has been no [statistically] 

significant difference betw
een U

S and European C
EO

 pay 
since 2006 after controlling for firm

, ow
nership, and board 

characteristics.” 4

This finding fits w
ith our experience of undertaking global 

benchm
arking exercises for clients. A decade ago rates of 

pay differed dram
atically by country and region. W

hile this 
is still the case for the m

ajority of the w
orkforce in m

ost 
corporations, rates of total com

pensation across N
orth 

A
m

erica, W
estern Europe, and em

erging m
arkets for the 

internationally m
obile elite are m

uch m
ore convergent now

. 

O
f course there are still som

e individual pay aw
ards to U

S 
C

EO
s that seem

 to defy norm
s elsew

here, but w
hen you look 

at the overall picture, global pay levels for senior executives 
are now

, to a large degree, norm
alised across territories. 

International benchm
arks can no longer be used to m

ake the 
case for ever-higher pay.

3 Professor Conyon, M
. (Lancaster U

niversity and The W
harton School), 

Core, J. and G
uay, W

., 2010, Are U
.S. CEO

s Paid M
ore Than U

.K. CEO
s? 

Inferences From
 Risk-Adjusted Pay, The Review

 of Financial Studies (2011) 
24 (2), p. 412

4 Professor Conyon, M
. (Lancaster U

niversity and The W
harton School), 

Fernandes, N
., Ferreira, M

., M
atos, P. and M

urphy, K., 2013, The Executive 
Com

pensation Controversy: A Transatlantic Analysis, in Boeri, T., Lucifora, C. 
and M

urphy, K., Productivity, Profits and Pay, O
xford U

niversity Press, p. 57

Source: Professor Conyon et al 4
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xecu
tive pa

y w
ill becom

e less com
plex a

n
d w

ill redu
ce a

s a resu
lt

Back in the early 1990s, U
K executive pay w

as relatively 
sim

ple, and com
prised base salary, pension, a sim

ple cash 
bonus and possibly som

e share options, but w
ithout 

perform
ance conditions. But then, am

id concerns about 
rising executive pay, the G

reenbury report in 1995 m
ade 

recom
m

endations about how
 to link pay to perform

ance. 
Follow

ing this m
any com

panies introduced long-term
 

incentive plans alongside existing share options. By 2004 
four out of five FTSE 100 com

panies operated at least tw
o 

plans; one in five used three. But these plans are often 
fiendishly com

plicated, leaving executives unsure of how
 

m
uch they are likely to be paid. 

H
igher rew

ards have been used to com
pensate for the 

uncertainty. O
ver the sam

e period the size of incentives 
m

ultiplied. But our Psychology of incentives research
5,

carried out in conjunction w
ith Professor A

lexander Pepper 
at the London School of Econom

ics and Political Science, has 
dem

onstrated the extent to w
hich these com

plex deferred 
incentive plans are discounted by senior executives. The 
evidence suggests that the typical executive incentive 
package is discounted by at least half relative to pay 
delivered in sim

pler form
s (see Figure 2). In part the 

additional quantum
 of incentive pay has been to pay a 

prem
ium

 to overcom
e the discount executives place on 

com
plex pay structures. 

The revolt by shareholders against com
plexity has already 

begun in the U
K. Investor bodies such as the A

ssociation of 
British Insurers and their m

em
bers have argued for greater 

sim
plicity in incentive design. The N

ational A
ssociation of 

Pension Funds has gone even further, suggesting radical 

sim
plification as a possible w

ay forw
ard - abolishing 

long-term
 incentive plans and replacing them

 by very 
significant long-term

 stock ow
nership requirem

ents.
6

W
ithin the U

K w
e have seen som

e exam
ples of such radical 

sim
plification, discussed in m

ore detail in our report Sense 
at last. 7A

s predicted, these sim
plified m

odels are associated 
w

ith pay opportunity being reduced by 10%
-20%

. A
t a m

ore 
conventional level, sim

plifying by rem
oving deferred bonus 

m
atching plans to leave a single long-term

 incentive plan is 
also leading to low

er pay opportunities. 

The approach is being given greater im
petus in the banking 

sector through the EU
-im

posed bonus cap. A
nd, as a result, 

U
K banks are replacing a portion of incentive pay w

ith stock 
subject to long-term

 holding requirem
ents. The exchange 

from
 incentive pay to stock is being undertaken at a 

significant discount, typically 50%
, adding further im

petus 
to the reduction in executive pay opportunity. 

Executives are being paid less, but in a sim
pler, m

ore highly 
valued, form

.

5 Pw
C, 2012, M

aking Executive Pay W
ork: The Psychology of Incentives, 

Research Paper, p. 27
6 N

ational Association of Pension Funds (N
APF), H

erm
es Equity O

w
nership 

Services, BT Pension Schem
e, R

PM
I R

ailpen Investm
ents and U

SS 
Investm

ent M
anagem

ent, 2013, Rem
uneration Principles For Building And 

Reinforcing Long-Term
 Business Success (February 2013), Rem

uneration 
Principles For Building And Reinforcing Long-Term

 Business Success 
(N

ovem
ber 2013), N

APF site 
7 Pw

C, 2013, Sense At Last, Research Paper, p. 6

Source: Pw
C 5
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re 2: Estim

a
ted typica

l perceived va
lu

e discou
n

t on
 execu

tive in
cen

tives

Econ
om

ic or a
ccou

n
tin

g cost

Salary
C

ash bonus
D

eferred  
bonus

LTIP

Perceived va
lu

e
-50%
Incentive pay

-33%
Total 

com
pensation

Incentive pay can 
easily be 
discounted by half, 
relative to fixed pay 
in executives’ m

inds



P
w
C

 | W
hat goes up m

ust com
e dow

n | 5

3
A

 focu
s on

 su
ccession

 pla
n

n
in

g w
ill resu

lt in
 pa
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m
a
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n

A
dvocates of the belief that benchm

arking fuels pay 
inflation w

ill be startled by the criticism
 from

 K
raus of 

benchm
arking from

 40 years ago: “...[a com
pany’s] tendency 

to w
ait and see w

hat other com
panies are doing before 

raising its ow
n m

anagers’ salaries is alm
ost certainly one 

cause of the lag in executive pay levels”.
8

There’s truth to both sides of the argum
ent. R

eadily 
available benchm

ark inform
ation sim

ply accelerates trends 
in w

hatever direction they are going. A
cross the FTSE 100 in 

2012 and 2013, new
 C

EO
s w

ere on average appointed on a 
salary 7%

 below
 their predecessor. So pay benchm

arks are 
actually com

ing dow
n in som

e cases.

A significant cause of these reductions is the fact that over 
this period 70%

 of C
EO

 appointm
ents have been internal 

prom
otes. A

nd these C
EO

s are typically recruited on a salary 
13%

 below
 their predecessor. A

s the attraction of the ‘star 
C

EO
’ has w

aned, com
panies have sought to invest m

ore in 
succession planning. Internal candidates cost less, so this 
investm

ent is likely to have a sustained dow
nw

ard effect on 
executive pay.

8 Kraus, D
., 1976, The ‘devaluation’ of the Am

erican executive, 
H

arvard Business Review
, p. 90

Source: Pw
C analysis of annual reports and com

pany announcem
ents for new

 CEO
s in 2012 and 2013 

Figu
re 3: B

a
se sa

la
ry received by n

ew
ly a

ppoin
ted FTSE 100 C

EO
s vs pred

ecessor
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R

e-regu
lation

 of fin
a

n
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kin
g pa

y bu
bble

In a com
prehensive analysis, Philippon and R

eshef m
ake a 

com
pelling case for the link betw

een financial services 
regulation and levels of pay in the industry. 9 The m

ain 
conclusion is sum

m
arised by the com

parison in Figure 4. 
Philippon and R

eshef developed an index of regulatory 
intensity and com

pared this w
ith the ratio of average w

age 
in the financial services sector to average w

age in the 
non-farm

 private sector. A
lthough this analysis w

as 
undertaken in the U

S, w
e can reasonably assum

e the sam
e 

trends apply here in the U
K given the sim

ilarity in m
any of 

the financial services sector trends and influences.

There is a clear correlation betw
een relative pay and the 

extent of deregulation. The contention of Philippon and 
R

eshef is that regulation is a leading indicator of pay levels 
in financial services, w

ith approxim
ately a five-year tim

e 
lag. Increasing regulation leads to low

er pay and vice versa. 

In the run-up to the 1930s, deregulation had resulted in a 
w

age prem
ium

 of approxim
ately 60%

 in financial services. 
Follow

ing the 1930s crash, heavy regulation such as 
separation of retail and investm

ent banking under G
lass-

Steagall, w
as associated in a rapid reduction in this prem

ium
 

to around 10%
 by the 1970s. D

eregulation took hold again 

in the 1980s w
ith the reversal of m

any of the prior 
regulatory reform

s. The pay prem
ium

 soared, returning to 
1930s levels by the tim

e of the financial crisis.

If current proposed regulatory changes are enacted (capital, 
ring-fencing, Volker, bonus cap and so on) then according to 
their analysis a pay reduction of nearly 40%

 m
ay be 

expected over the next decade or tw
o in the financial 

services sector. 

Interestingly, Philippon and R
eshef decom

pose the changes 
into tw

o key com
ponents:

 regulation leads to reduced com
plexity of activities 

carried out in financial services and so the average level 
of educational achievem

ent of em
ployees in the sector 

declines - as a consequence sector w
ages also decline, 

and
 at the sam

e tim
e, regulation appears to lead to a 

reduction in excessive ‘rent seeking’ by financial services 
executives (i.e. pay above the levels justified by job 
com

plexity and education). These changes are m
ost 

notable at the m
ost senior executive levels.

Source: Philippon and Reshef 9

9 Philippon, T. and Reshef, A
., 2009, W

ages And H
um

an Capital In The U
S 

Financial Industry: 1909-2006, N
ational Bureau of Econom

ic Research 
W

orking Paper Series, p.55 



The increased supply of skilled executive labour, com
bined 

w
ith the reduction in rent seeking, should have a significant 

im
pact on pay levels both in banking and across other 

sectors of the econom
y, as supply of executive talent to other 

industries is increased. 

O
ur 2013 analysis into pay in the banking sector

10 show
s that 

this readjustm
ent is already underw

ay: com
pensation in 

investm
ent banking has already fallen 20%

 from
 its pre-

crisis peak. R
elative to the overall private sector average pay 

has fallen 40%
 since its peak in 2006. W

ithin banking 
overall the reduction is 20%

 on a relative basis. 

Philippon and R
eshef identify a prem

ium
 of around 50%

 
over to the m

edian of the non-farm
, non-financial sector that 

em
erges during periods of deregulation and then is eroded 

as regulation returns. The banking sector seem
s already to 

be on this path. W
hile banking is just one sector, it’s an 

im
portant one in the U

K and has a significant im
pact on 

m
arket pay levels across industries. If the heat com

es out of 
the banking m

arket w
e’d expect it to have a dam

pening 
effect on the executive pay m

arket m
ore w

idely. 

A
nd even the m

uch m
aligned EU

 bonus cap m
ay even have a 

role to play. A
s bank pay com

es dow
n, the bonus cap, to 

som
e degree, locks in the reductions, by reducing the rate at 

w
hich pay can increase again in hot areas – a significant 

source of bank pay inflation pre-crisis. A
nd increasing fixed 

pay m
ay enable banks to accelerate the trend of reduction, 

as m
any em

ployees w
ill place a value on the increased 

certainty.

10 Pw
C, 2013, Closing the gap: An analysis of pay in the banking sector, 

Research Paper, p.2
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Figu
re 5: Sh

a
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a
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 U
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A
t the point K

raus w
as w

riting his article in the m
id-1970s, 

the w
age share in G

D
P w

as at a historic high in the U
S 

having risen consistently since the w
ar, w

ith strong 
econom

ic grow
th com

bining w
ith tightening labour 

m
arkets. The sam

e is true of the U
K as show

n in Figure 5. 
A

nalysis by Lansley and R
eed in a report for the Trade U

nion 
C

ongress show
s that since then the share of w

ages has fallen 
dram

atically as profits have grow
n. 11

Executive pay tends to be inversely correlated w
ith the 

general w
age share in G

D
P. A

s profits rise, ever higher 
executive pay packages seem

 justified, even as em
ployee 

w
ages stagnate. This is show

n in Figure 6, w
hich show

s the 
incom

e share of the top 1%
 of the incom

e distribution in the 
U

K. This had fallen over 60 years and tw
o w

orld w
ars until 

reaching its nadir in the m
id-1970s. 

Source: Lansley and Reed 11

11 Lansley, S. and Reed. H
., 2013, H

ow
 to Boost the W

age Share, Trade U
nion 

Congress, p. 6 
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The U
K trends in Figure 6 w

ere m
irrored in the U

S. So w
hen 

K
raus w

as w
riting in 1976, it m

ust have indeed appeared as 
if the com

pression of executive pay w
as rem

orseless. In fact 
he w

as w
riting exactly at the turning point. O

ver the next 
three decades, the incom

e share of high earners returned to 
the levels of the 1930s as the share of w

ages in G
D

P fell.
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W
e can’t say for sure that w

e’re at a sim
ilar turning point to 

1976, but w
ith the w

age share dow
n to levels last seen 

before the w
ar, it’s hard to see it continuing to decline at the 

sam
e rate. W

riting in the Financial Tim
es, M

erryn Som
erset 

W
ebb observed that m

uch of the rise in corporate profits 
over recent decades has been due to a fortuitous 
com

bination of falling interest rates, falling corporate tax 
rates, and falling depreciation charges (arising from

 low
 

investm
ent in capital stock). 13 These can’t go on forever. O

f 
course it could be different this tim

e as a result of 
globalisation, technology and consequently an increasing 
pay prem

ium
 for those w

ith high levels of skill and 
know

ledge. These m
ay perm

anently change the dynam
ics of 

the labour m
arket. But this seem

s m
ore likely to argue for a 

reversal of the fall in w
age share, rather than a continued 

decline, w
hich m

ust com
e up against political realities at 

som
e point. W

e have been through m
ajor econom

ic 
transform

ations before, yet reversion to the m
ean rem

ains a 
pow

erful force.

W
ith the recession driving up youth unem

ploym
ent it seem

s 
hard to envisage now

, but a reducing labour force driven by 
an ageing population, com

bined w
ith lack of political w

ill to 
m

ake the case for im
m

igration, could cause labour m
arket 

tightening once m
ore. 

If the w
age share stabilises or goes into reverse, historical 

experience suggests that executive pay w
ill plateau or 

decline.

12 Alvaredo, F., Atkinson, T., Piketty, T. and Saez, E., 2012, The W
orld Top 

Incom
es D

atabase, D
atabase 

13 Som
erset W

ebb, M
., 7 February 2014, W

orkers of The W
orld W

ill U
nite, 

FT M
oney 

Source: The W
orld Top Incom

es D
atabase, Pw

C analysis 12

Figu
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14 Pw
C, 2013, Sense At Last, Research Paper

15 Kraus, D
., 1976, The ‘devaluation’ of the Am

erican executive, H
arvard 

Business Review
, p. 92 

C
on

clu
sion

Follow
ing a dram

atic increase in U
K executive pay over 

three decades, could the scene be set for a reversal? There’s 
certainly a case to be m

ade. The G
overnm

ent w
ould 

w
elcom

e it if their reform
s to the U

K
’s executive pay regim

e 
coincided w

ith such a trend. But w
ill the current reform

s be 
the key factor? It’s unlikely. Perhaps they’ll give change a 
nudge along the w

ay, but w
hen it com

es to long-term
 trends 

in pay rates, m
acro forces trum

p the m
icro. The changes 

proposed are an increm
ental developm

ent of w
hat w

ent 
before rather than a revolution. The U

K has fundam
entally 

the sam
e governance fram

ew
ork that has operated since 

2003, w
ith the advisory vote on rem

uneration reports 
already proving an effective sanction w

here necessary. 

But there has certainly been a change in atm
osphere in U

K 
Board room

s. Before the financial crisis, there w
as a view

 
that executive pay just kept going up, w

ith base salary 
increases of 7%

 to 8%
 per annum

 being quite norm
al and 

increases to incentive opportunity being frequent. Little 
regard w

as had for com
parability of executive and em

ployee 
pay aw

ards. The dem
ands of the m

arket ruled. This 
undoubtedly contributed to a certain m

indset am
ongst 

rem
uneration com

m
ittees, and even investors. 

But if the trend is turning, w
hat does this m

ean for the 
various actors on the executive pay stage?

R
em

uneration com
m

ittees find them
selves in the toughest 

spot. If executive pay is com
ing dow

n, they have to deliver 
the m

edicine. H
ere regulatory intervention has helped. 

Three-year gaps betw
een policy approvals, w

ith little 
changing in-betw

een, should help to take the heat out of the 
m

arket. But w
ithout the balm

 of increasing quantum
, 

rem
uneration com

m
ittees w

ill need to ensure that pay is 
effective and valued. A

nd Boards w
ill need to reinforce 

other m
ethods of affirm

ation beyond pay.

A
s for shareholders, they need to m

ake it as easy as possible 
for rem

uneration com
m

ittees to deliver on w
hat w

ill be a 
difficult rem

it. Firm
ness from

 investors can help 
rem

uneration com
m

ittees. But equally attem
pts to reduce 

pay by increasing its perceived value should be w
elcom

ed. 
A

s discussed in our research report Sense at last, w
e think 

there’s significant m
erit in m

oving aw
ay from

 conventional 
long-term

 incentives and relying on long-term
 shareholding 

to create alignm
ent. 14 N

ot only does this create a better 
pay-for-perform

ance relationship over the longer term
, it 

also allow
s pay to be low

er, through being sim
pler and m

ore 
valued. W

e’ve been disappointed that shareholders have 
m

ade this a rockier path than it should be.

Executives perhaps need a reality check. M
ost are not 

greedy, but pay has becom
e a w

ay of keeping the score. A
nd 

executives have lived through tw
o decades in w

hich pay has 
only gone one w

ay. But an endless upw
ards trajectory is not 

possible. U
ltim

ately exponential grow
th w

ill com
e up 

against a form
 of M

althusian econom
ics. Leading firm

s are 
increasingly concerned about questions of fairness w

ithin 
the w

orkforce, recognising that em
ployee engagem

ent and 
loyalty are underm

ined if different rules are seen to apply at 
the top and the bottom

. 

G
overnm

ents need to be m
odest and not try to do too m

uch. 
G

ood regulation can help. But it is easy to im
agine that 

recent trends w
ill carry on forever unless governm

ents act 
to stop them

. But the w
orld is a confounding place. W

hether 
executive pay goes up or dow

n w
ill largely be determ

ined by 
forces beyond the ability of governm

ents to shape.

A
nd w

hat about consultants? A
lthough their influence is 

often overstated, they’ve been undoubted beneficiaries of 
rapid changes in executive pay practices and levels, rising 
com

plexity, and increasing pay regulation. They’ll need to 
find different w

ays to m
ake m

oney. Figuring out how
 to 

m
ake pay truly effective in support of organisational goals 

w
ould be a start. 

W
ho know

s w
hat the future holds. Bill G

ates once said that 
w

e tend to overestim
ate the change that can happen in five 

years but underestim
ate w

hat could happen in ten, at w
hich 

point the w
orld has often changed in profound w

ays that 
w

ere not obvious as each year passed. 

But if w
e do find ourselves in a situation of declining 

executive pay and poor executive m
otivation w

e’ll have 
K

raus’ analysis to guide us: “m
ore com

panies probably ought 
to explore the greater use of special benefits and perquisites 
for executives”. 15 Tw

o of his recom
m

endations that are likely 
to find favour w

ith beleaguered executives and 
underem

ployed rem
uneration consultants are generous non-

qualified pension plans and liberal travel policies w
ith first 

class travel, hotels and spousal travel allow
ances.

N
ow

 there’s an idea.
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.ft.com
/cm

s/s/0/79c26af6-8fde-11e3-aee9-00144feab7de.htm
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