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repare for a new era of restraint in executive pay

BEN MARLOW

t would be tempting to view the
_:c:::.w._.‘ climbdown on pay at BP as
something of a victory for
hareholders, as well as common
ense. Certainly both lost out last year.
Despite posting a thumping $5.2bn
£+.2bn) loss in 2015, the BP board, led
y invisible chairman Carl Henric
vanberg, felt that chief executive Bob
udley deserved a 20pc pay rise for
s efforts. If only every employer was
y understanding.
Dudley took home nearly $20m, an
ewatering sum by anyone’s
indards, but given that BP had just
ported its worst-ever results, it’s
rd to escape the feeling that
nething has gone badly awry in
itain's boardrooms.
\No wonder then that the 61-year old
\erican became something ofa
1se celebre for runaway executive
- and the revolt that mo__c:ad.
Ve are constantly being reminded
{ Britain has one of the strongest
porate regimes in the world, ﬂza "
Je that is undoubtedly tru¢, there1
loubt that there are still some
or flaws when it comes to
-utive remuneration. ]
5 “:w furore around pudley’s

company from paying their executives
whatever they want to. Yes, they can 2

register their disapproval with a no
vote, but companies are free to igno
their opposition and plough ahead
with the proposal. .

To the man of the street it is
weaknesses such as these that
| reinforce the view of unaccountabil
at the top of business, and have

itself.
And it’s not just out-of-touch

investors to get tougher.
The promise of intervention has
clearly helped to focus minds, even

corporate governance debate have

collapse of BHS for example had

of proposals would have prevented
from :uﬁ%cﬂm:mr
Vot only has there
EW vnoﬁmm#m. boardrooms suddenly
seem to be taking them more
seriously, reining back on the .
proposals that have c.mms heavily
rejected, rather than ﬁ:ossmﬁ
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prompted the Government’s threats to
reform the system if it fails to reform

boardrooms that are in the firing line.
The Prime Minister’s statement that
scrutiny of big business was “not good
enough”, was a clear warning shot to

if

some of the more subtle aspects of the
clearly been lost on Theresa May - the

nothing to do with executive pay, nor
is it clear how any of the current crop
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year. In the case of BP, Dudley’s |
maximum annual pay over the
forthcoming three-year period will be ,v
3.3.::_ £12.2m, including his salary.
While still an astronomical figure to
most mere mortals, a .£5m cut from his |
last package represents a sizeable drop
F_, someone in the mega-league of pay
like Dudley, and a sign that BP hasn’t
been deaf to the widespread criticism
that followed last year’s bumper
payout.

Still, not everyone is convinced that
the carrot approach will be effective.
The Commons Business, Energy and
Industrial Strategy Committee, led by
Sir Philip Green’s nemesis Iain Wright,
has published a giant report calling for
a series of big changes.

As with the Government’s own

Green Paper, some of the proposals
merit consideration, such as forcing
remuneration committee chairmen to
resign if their proposals aren’t backed
by 75pc of shareholders. For too long
Remco bosses have got away with
wildly misjudging the mood among
shareholders, or ignoring it m:.omﬁrm_..
only for a pay proposal to receive an
almighty backlash, further inflaming
lations with investors.
N A call to scrap so-called Long-Term
Incentive Plans, which today account
for the biggest share of remuneration

“Thereisno
doubt that
theissue that
really

itain’s blue-chip companies,
Mww—ﬂmm radical but may well have legs.
Critics say they have helped to o
exacerbate the pay gap; and too ofte
reward bosses for routine
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customer services, safety,
employment, and environmental
issues, rather than a company’s <hare.
price performance, seems like
common sense rather than some huge
affront to free markets. Indeed, itisz
move that some of the biggest fund 1
managers in the City are privately
pushing for.

Other recommendations such asa
“traffic light” system by which the Fr*=
judges businesses on corporate ™y
governance, feel poorly thought-  *_
through, and are unlikely to strike fea™

into many boardrooms. The report
claims that a red, amber, green rating™
set-up would encourage investors, w.
suppliers and employees to pressure9r
boards into being more accountable.
However, there are fears that rathes,
than boosting accountability, an FRC™
“green light” could be used as an easws
excuse to reduce shareholder dialogan
The Government is right that put_
trust in business has sunk to a new %
but it is important not to confuse ke
collapse of BHS and poor employm
practices at Sports Direct, with
continued high executive pay.
However, there is no doubt that th“®
issue that really inflames public =
opinion is reward for failure. g
Although it is yet to be decided -
which of the many proposals will —
eventually be introduced, it seem™—
certain that a new era of restrainti
upon us. After more than three
decades of unchecked growthin”_
gap between boardroom pay and__
average worker pay, a reversal f&_
long overdue.
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