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CEO remuneration: Competition to pay more 
Investors are getting increasingly concerned with CEO remuneration 
levels in Corporate India. A recent IiAS study reveals that median CEO pay 
of BSE 500 companies has outpaced corporate performance over the past 
five years. Investors are voicing their opinions through their votes – it is 
time boards listen to this outcry. 
 
Indian companies are not of the same size as the S&P 500 constituents, 
but they seem to be emulating global pay standards. While we don’t have 
a Nikesh Arora with an annual remuneration of over USD 100 million, we 
do have remuneration levels that stand out. A Wall Street Journal study 
showed that S&P 500 company CEOs get paid about USD 1 million a month 
– for India, that number for BSE 500 companies is around Rs.5.7mn a 
month (not including remuneration of CEOs of public sector enterprises). 
In FY18, the Marans (Kalanithi and Kavery) of Sun TV together took home 
an aggregate of over Rs. 1.75 bn – and they were the highest paid 
executives of the BSE 500 companies. 
 
The defeat of Apollo Tyres’ resolution on the reappointment and 
remuneration of Neeraj Kanwar in September 2018 is a telling sign of how 
investors are voicing their opinion on excessive remuneration. Neeraj 
Kanwar’s and Onkar Kanwar’s remuneration together accounted for 15% 
of Apollo Tyres’ 2018 post-tax profits: the resolution proposed an increase 
in remuneration from these already high levels. After the board revised 
the remuneration downward (an almost 30% reduction) in December 
2018, shareholders approved the resolution. Several resolutions on stock 
options schemes too are facing investor push back – especially those that 
are granted at a discount to market price, or where the original terms of 
remuneration are being revised. 
 
Market participants have raised concern over the way remuneration in 
corporate India is structured. A 2019 survey conducted by Institutional 
Investor Advisory Services (IiAS) on executive remuneration across 
market participants (investors, analysts, board members, and KMPs) 
throws up some interesting insights. 70% of the respondents believed that 
remuneration practices of corporate India are opaque. 56% of the 
respondents believed that in less than 25% of corporate India, CEO 
remuneration is aligned to company performance. This belief is not 
unfounded.  Over the last five years, CEO pay of BSE 500 companies has 
grown at a median rate of 72%, while revenues and profits have grown at 
47% and 56% for the same period. For boards, CEOs seem to be cut from 
a different cloth – since their remuneration has grown faster than the 
median employee remuneration: in FY18, the median multiple of BSE 
500’s CEO pay to employee remuneration was 104x vs. 88x in 2017. In 
SENSEX companies, CEO pay is over 150x the median employee 
remuneration. This multiple tends to be lower where there are more 
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white-collared employees (financial services, information technology) and 
higher where there are more blue-collared workers. Even so, the 
promoters of Amara Raja Batteries Limited, Apollo Tyres Limited, Avanti 
Feeds Limited, and Divi’s Laboratories Limited were paid over 1000x the 
median employee remuneration in FY18. 
 
While promoters tend to think of themselves as more important to the 
business than professionals – that being so, from a remuneration 
perspective, 70% of the respondents of the IiAS 2019 survey believed there 
was no need to make a differentiation in the assessment standards for 
pay practices between promoters or professionals. If at all, 26% believed 
that there may be some degree of leniency towards professionals. Yet, 
2018 data shows that the pay gap between promoters and other executive 
directors of the same company is high: in FY18, that difference, at the 
median level, was almost 2x. 
 
To ensure that remuneration is balanced – in line with company 
performance and relevant to the size and complexity of the business – a 
high proportion of variable pay is desirable. In the 2019 survey, over half 
the respondents believed that CEO pay must comprise at least 50% to 60% 
variable pay. Yet, Indian CEOs’ remuneration, on an average, have just 
about 30% variable pay - almost 70% of their total remuneration is fixed 
pay. This differs across industries – financial services (including banking) 
and information technology sectors tends to relay far more on stock 
options, while manufacturing (especially the old economy sectors) tend to 
have a larger fixed component to overall remuneration.  
 
Separating ownership and management is another challenge for some 
promoters. As owners, they have shareholder rights and given the size of 
their shareholding, veto rights as well. As managers, promoters have a 
stewardship responsibility. Yet, in several companies, there are multiple 
family members on the board and in key managerial positions, resulting 
in high family remuneration. For example, NCC Limited had five family 
members on the board on 31 March 2018 and their aggregate 
remuneration of Rs.191.mn amounted to over 11% of the company’s FY18 
post-tax profits. Promoters often see board seats for family as a right 
(rather than one that is earned or commanded). The Premjis and the 
Bajajs are rare families that decided to have their children begin from 
ground up. There are several instances where 20-year olds are directly 
inducted into the company at CXO positions or at board levels. This is 
something investors don’t appreciate: IiAS’ 2019 survey shows that more 
than half the respondents believed that family members must have at 
least 10 years of work experience before joining the board. 
 
The Nomination and Remuneration Committees (NRC) has a strong role 
to play in deciding who joins the board and in setting an optimal 
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remuneration structure. Under Indian regulations, the NRC must 
comprise at least three non-executive directors, of which the Chairperson 
must be an Independent Director. Yet, given that almost two-third of 
Indian companies are family-owned and managed, in several companies, 
promoters are members of the NRCs and / or are related to the CEO. 
Independent of the argument of managing the obvious conflict of 
interest, the presence of the promoter as a member of the committee by 
itself limits the committee’s ability to be brutally objective.  
 
Companies want to retain their CEOs – finding replacements is a difficult 
task, and succession planning remains an area of focus for corporate 
India. Investors too do not want CEO vacancies. And while remuneration 
must be competitive to retain talent, it cannot be a competition about who 
gets paid more.  
 
A modified version of this article was published on https://www.moneycontrol.com, 
which article can be accessed here: https://bit.ly/2WQXpdM   
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Disclaimer 

This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information contained herein is solely 
from publicly available data, but we do not represent that it is accurate or complete and it should not be relied on as such. IiAS shall not be 
in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this 
report. This document is provided for assistance only and is not intended to be and must not be taken as the basis for any voting or investment 
decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such 
investigation as it deems necessary to arrive at an independent evaluation of the individual resolutions referred to in this document (including 
the merits and risks involved). The discussions or views expressed may not be suitable for all investors. The information given in this 
document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. 
This information is subject to change without any prior notice. IiAS reserves the right to make modifications and alterations to this statement 
as may be required from time to time. However, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS is 
committed to providing independent and transparent recommendation to its client and would be happy to provide any information in 
response to specific client queries. Neither IiAS nor any of its affiliates, group companies, directors, employees, agents or representatives 
shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or 
in connection with the use of the information. The disclosures of interest statements incorporated in this document are provided solely to 
enhance the transparency and should not be treated as endorsement of the views expressed in the report. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced 
or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. 
This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or 
which would subject IiAS to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain 
jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about and observe, 
any such restrictions. The information provided in these reports remains, unless otherwise stated, the copyright of IiAS. All layout, design, 
original artwork, concepts and other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form or 
for any purpose whatsoever by any party without the express written permission of the copyright holders. 
 
IiAS Voting Guidelines 
IiAS' voting recommendations are based on a set of guiding principles, which incorporate the basic tenets of the legal framework along with 
the best practices followed by some of the better governed companies. These policies clearly list out the rationale and evaluation parameters 
which are taken into consideration while finalizing the recommendations. The detailed IiAS Voting Guidelines are available at our website. 
The draft report prepared by the analyst is referred to an internal Review and Oversight Committee (ROC), which is responsible for ensuring 
consistency in voting recommendations, alignment of recommendations to the IiAS’ voting criteria and setting and maintaining quality 
standards of IiAS’ proxy reports. Details regarding the functioning and composition of the ROC committee are available at 
https://www.iiasadvisory.com/about. In undertaking its activities, IiAS relies on information available in the public domain i.e. information 
that is available to public shareholders. However, in order to provide a more meaningful analysis, IiAS, generally seeks clarifications from the 
subject company. IiAS reserves the right to share the information provided by the subject company in its reports. Further details on IiAS policy 
on communication with subject companies are available at https://www.iiasadvisory.com/about. 
 
Analyst Certification 
The research analyst(s) for this report certify/ies that no part of his/her/their compensation was, is or will be, directly or indirectly related to 
specific recommendations or views expressed in this report. IiAS’ internal policies and control procedures governing the dealing and trading 
in securities by employees are available at https://www.iiasadvisory.com/about. 
 
Conflict Management 
IiAS and its research analysts may hold a nominal number of shares in the companies that IiAS covers (including the subject company), as on 
the date of this report. A list of IiAS’ shareholding in companies is available at https://www.iiasadvisory.com/about.  
 
However, IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have actual/beneficial ownership 
of one per cent. or more securities of the subject company, at the end of the month immediately preceding the date of publication of this 
report. A list of shareholders of IiAS as of the date of this report is available at https://www.iiasadvisory.com/about. However, the preparation 
of this report is monitored by an internal Review and Oversight Committee (ROC) of IiAS and is not subject to the control of any company to 
which such report may relate and which may be a shareholder of IiAS. 
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Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024) dedicated to providing participants in the Indian 
market with independent opinions, research and data on corporate governance issues as well as voting recommendations on shareholder 
resolutions of about 750 listed Indian companies (https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting 
advisory reports, standardized services under the Indian Corporate Governance Scorecard, and databases (www.iiasadrian.com and 
www.iiascompayre.com). There are no significant or material orders passed against the company by any of the Regulators or 
Courts/Tribunals.  
 
IiAS further confirms that, save as otherwise set out above or disclosed on IiAS’ website (www.iias.in):   
• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any financial interest in the subject 

company. 
• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any other material conflict of interest 

at the time of publication of this report. 
• None of IiAS, the research analyst(s) responsible for this report, and their associates or relatives, have received any compensation from 

the subject company or any third party in the past 12 months in connection with the provision of services of products (including 
investment banking or merchant banking or brokerage services or any other products and services), or managed or co-managed public 
offering of securities of the subject company.  

• The research analyst(s) responsible for this report has not served as an officer, director or employee of the subject company in the past 
twelve months. 

• None of IiAS or the research analyst(s) responsible for this report have been engaged in market making activity for the subject company. 
 
 
Disclosures relating to the subject companies 
IiAS as a proxy advisor provides various services including publishing reports on corporate governance and related matters. These services 
are subscribed to by various market participants. Some of the subject companies have subscribed to IiAS’ services, for which IiAS receives 
remuneration. IiAS has received remuneration from the subject companies in the past twelve months. 
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About IiAS  
Institutional Investor Advisory Services India Limited (IiAS) is a proxy 
advisory firm, dedicated to providing participants in the Indian market with 
independent opinion, research and data on corporate governance issues as 
well as voting recommendations on shareholder resolutions for over 650 
companies. IiAS provides bespoke research, valuation advisory services and 
assists institutions in their engagement with company managements and 
their boards.  

 
In addition to voting advisory, IiAS offers two cloud based solutions -  IiAS 
ADRIAN, and comPAYre. IiAS ADRIAN captures shareholder meetings and 
voting data and provides packaged data that can be used to gain insights on 
how investors view specific issues and gain greater predictability regarding 
how they might vote. comPAYre provides users access to remuneration data 
for executive directors across S&P BSE 500 companies over a five-year 
period.  
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