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Global Issues Impacting On Reward 

▪ Superstars Pay and More Interest than Action on CEO Succession Planning 

▪ Say-on-Pay Rules Adopted in the US 

 

Superstars Pay  

An interesting article appeared recently in The 
New York Times comparing the pay of 
superstars to that of America’s modern day 
CEOs.  The essence of the article was that 
technological changes would allow best 
performers in a given field to serve a bigger 
market and thus reap a greater share of its 
revenue, but this would also mean less of the 
spoils were available for those less gifted in 
the business. 

The argument goes that elite sports stars in 
the 50’s and 60’s were just as great as some 
of today’s top athletes, if not better. Take Pele 
as an example, arguably one of the worlds 
greatest ever football players.  His pay back 
in 1960, following his World Cup debut in 
1958 at the age of 17, was $150,000 per 
year, in today’s terms about $1.1million.  
Compare that to the 2009-10 season pay for 
Ronaldo, the highest paid player who made 
$17million playing for Real Madrid. This is 
even before you consider sponsorships and 
endorsements which were virtually non 
existent in Pele’s time. 

The difference in pay is not a difference in 
skill but a difference in the impact these 
players can have on the world stage.  
Whereas only a small number of people were 
ever able to see Pele play, today, with 
technological advances,  nearly anyone can 
watch Ronaldo play, be it on free to air TV, 
pay TV, the internet, on YouTube or even at 
the local bar. Ronaldo reaches a much larger 

audience and therefore delivers much more 
return to his investors – he earns much more 
money for them and he gets a fair share of 
that larger pool. Pele’s income was not limited 
by his playing talent but rather by his 
relatively small revenue base. His investors 
couldn’t get the same return from him, 
because he couldn’t get the same level of 
exposure. 

A study of pay in the 1970’s found that the top 
10% of executives in the US earned about 
twice as much as those in the middle of the 
pack. By the mid 2000’s this had risen to four 
times. CEOs might not be great football 
players but similar dynamics are at play.  As 
companies have increased in size, 
management decisions have become that 
much more important, the revenue impact of 
those decisions that much greater. 
Companies are now looking for the ‘best 
talent” possible to run their businesses, they 
want the superstars leading their businesses, 
those who can be the face of their 
organisations to the outside world.  Snaring a 
top CEO can do much for the short term 
share price of a company, let alone the longer 
term impact on the bottom line from the right 
decisions a CEO can make. Apple, one of the 
biggest technology players is surely feeling 
the heat of this right now as they face the very 
public discussion over the health of their 
founding CEO. 

Despite the supposed superstar status 
mentioned above, a recently published Korn 
Ferry Executive Survey in the US showed that 
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the majority of US companies do not even 
have a CEO succession plan in place. 95% of 
companies regarded succession planning as 
an important part of overall corporate 
governance yet less than 50% put a 
succession plan in place in the last three 
years.   

Say-on-Pay Rules Adopted by The 
Securities and Exchange Commission in 
the US 

While the Treasury in Australia is still calling 
for submissions on the issue of voting on 
executive remuneration by shareholders of 
local companies, The Securities and 
Exchange Commission in the US has adopted 
rules concerning shareholder approval of 
executive compensation and "golden 
parachute" compensation arrangements as 
required under the Dodd-Frank Wall Street 
Reform and Consumer Protection Act.   

 
The SEC's new rules specify that say-on-pay 
votes required under the Dodd-Frank Act 
must occur at least once every three years 
beginning with the first annual shareholders' 
meeting taking place on or after Jan. 21, 
2011. Companies also are required to hold a 
"frequency" vote at least once every six years 
in order to allow shareholders to decide how 
often they would like to be presented with the 
say-on-pay vote. Following the frequency 
vote, a company must disclose on an SEC 
Form 8-K how often it will hold the say-on-pay 
vote.  
 
Under the SEC's new rules, companies also 
are required to provide additional disclosure 
regarding golden parachute compensation 
arrangements with certain executive officers 
in connection with merger transactions.  
 
The Commission also adopted a temporary 
exemption for smaller reporting companies 

(public float of less than $75 million).These 
smaller companies are not required to 
conduct say-on-pay and frequency votes until 
annual meetings occurring on or after Jan. 21, 
2013. 

 


