Indian CEQO Pay
Close to Global

Peers’ Earnings

Median pay at $3.5 m, while global package totals $6 m, according to
an Aon Hewitt study. Economic growth, CEO demand are main reasons

Inching Up to the Big League

COMPANIES IN India follow a 50-50 split

between fixed income and incentives
for senior executives

2010

PROFESSIONAL CEO
pay in India was above
$1 million per year;

2011

SAMPLE comprised over
160 organisations

sample size: 60 companies

MAHIMA PURI
NEW DELHI
EO compensation in India is
inching closer to global execu-
_ tive pay, saysastudy conducted
by HR consulting firm Aon Hewitt.
The med.tanpay for a CEO in India
on a purchasing power parity basis
was at nearly $3.5 million in 2011, in
companies with more than $2 bil-
lion in revenues. The package in-
cludes the fixed income, variable
salary, benefitsandlong-teym incen-
tives, such as stock options. Global-
ly, the figure isnearly $6 million.
The study covered more than 160
organisationsacross the country, of
which, 49 companies had more
than $2 billion in revenues. The
study took into consideration econ-
omies from North America, Eu-
rope and the Pacific.

Thereasonfor CEO salariesrising
in India, according to the research,
is the relatively steady 7% to 8% ec-
onomic growth. Besides, demand
for CEO talent far outstrips supply
in the country. “The availability of
leadership talent in India, especial-
ly that high up the ladder is still low,
compared with evolved markets,”
says Anandorup Ghose, solutions
leader-executive compensationand
governance, Aon Hewitt.

“In India, CEO compensation has
been growing steadily by 15% to
18% in the past few years,” he adds.

A similar study on executive com-
pensation in 2010 said annual CEO
pay inIndia wasfrequently above$1
million. The sample size then was
about 60 companies, whereas in
2011, the survey saw participation
from more than 160 organisations.

The current levels of CEO com-
pensation ($3.5 mil-
lion) are more visi-
ble in sectors like
financial services,
telecom, ITeS and
pharma, says Ghose.
“Sectors like finan-
cial services and
ITeS follow global
policies while pay-
ing their CEOs in In-
dia, and hence their
compensations
match closely with
their global counter-
parts. But in sectors
like telecom, it is
more because of the
demand for the
unique talent in the
segment,” he says.

HR consultantsalso
attribute the in-
crease in CEO com-
pensation to factors
such as the scale of
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operations and role an Indian CEO
has to play today. “CEOs in India to-
day not only have to manage Indian
operations, but are also responsible
for expanding the global footprintof
their companies,” says Sanjiv Sa-
char, partner at executive search
firm Egon Zehnder:

““NMore importantly, organsations
today have no issues with profes-
sionals making money as long as
they performand give the desired re-

sults,” headds. Thisalsomeans both ==

organisations and professionals are
more willing to share growth and re-

wards, which was not caseearlier.
CEO compensations are also
matching global levels because In-
dian talent is now globally recog-
nised and appre-

e ciated, says Ronesh
CEO pay Puri, managing di-
seen rector, Executive
globallevels  Companies in In-
because d]'a brﬂadly fol-
Indiantalent  lowed a 50-50 split
isnow between fixed in-
‘globally comeé and incen-
recognised tives for the senior

executive popula-
tion, according to the study. In fact,
Indian compensation structures
reflected afar greater alignment to-
wards fixed pay compared with
North American standards, where
fixed pav represents approximate-
ly 20% - 25% of total pay and long-
term incentives constitute the bulk
of the pay delivered.

“Indian structures are possibly
more aligned to European/British
standards where35% -40% of payis
delivered throughfixedand therest
through a combination of annual
and long-term incentives,” says
Ghose. Since culturally Asian
countries have a preference for
fixed compensation across all lev-
els of management, it has, in some
ways, protected these economies
from ‘compensation mishaps' such
as pay cuts or low salary growth in
the rest of the world, he adds.

The study also found a fair degree
of uniformity in the approach to-
wards benefits design across orga-
nisations-regardless of size or na-
ture of industry These include
benefits like housing, medical and
life insurance and club member-
ships. While there was significant
variance in the value of the bene-
fits being offered, almost all execu-
tives were covered under these poli-
cies. “Loans was the only area
where there was a clear divergence
based on the nature of company.
While financial institutions were
most prominent inadvancing loans
to their executives, only about 40%
of all other companies provided
this benefit,” says the study.

“A 1ot of conversations are taking
place around retirement benefits.
It would be interesting to see if com-
panies can accommaodate such ben-
efits in the overall pay structure
and if it attracts talent. Since the
majority of our workforce is below
the age of 35, companies need to
make their younger employees
aware about how such benefits will
help in the longrun,” adds Ghose.

Indian executivesstarted touching
the $250,000 mark in 2002-03, which
went up to $500,000-8700,000 by 2005-
06, says Egon Zehnder’s Sachar. He
also says the gap between the fixed
incomes of CEOs and CX0Os seems
to be narrowing. “Over the years,
more money was added into CEOs’
compensation by way of variablein-
come.” Although the growth in
CEO/CX0O compensation depends
how many times the person has
changed jobs, growth of the sector
orcompany, CEOs' fixed income has
gone up by 15% to 16%, while for
CXOs, it hasgoneup by 12% to 15%.
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