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A formal ‘say on pay’
may be more effective
than better disclosure
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RECENTLY, The Business Times' se-
nior correspondent Ben Paul won-
dered aloud in his Mark to Market
column if CEOs are being paid too
much -and for good reason, too.

Some of the numbers from a re-
cent study of Singapore Exchange
(SGX)-listed firms by the NUS Cen-
tre for Investor Protection (CIP)
are pretty damning.

The study found that at compa-
nies where executive directors
(EDs) were substantial sharehol-
ders, or family members of sub-
stantial shareholders, every dollar
of remuneration yielded a median
revenue of S$64.

In contrast, at firms that did not
have EDswith such entanglements,
shareholders got considerably
more revenue bang for their buck -
amedian of S$119 per dollar of pay.

The, shall we say, very involved
executive directoris morerule than
exception in Singapore’s market;
70.8 per cent of companies have at
least one ED who is a substantial
shareholder or is related to one.

“These characteristics mean
that many EDs may have a signifi-
cant influence on the appointment
of (independent directors), includ-
ing those who serve on the remun-
eration committee, and may there-
fore have indirect influence on the
setting of the EDs’ remuneration,”
the report read.

It doesn’t help that many listed
companies abide by the latter half
of the British royalty’s maxim of
“never complain, never ex-
plain”. More than half of the compa-
nies in the CIP study still provide
zero information on how they ac-
tually calculate annual bonuses for
EDs.

It is annual general meeting
(AGM) season now, and if you want
to bring a calculator and pitchfork
to your next investor love-in, you
wouldn’t be alone.

“Last year, a quarter of large
American firms faced meaningful
opposition to their remuneration
reports — a reminder that unease
over executive payisnolongercon-
fined to fringe activists,” Alex Ed-
mans, a finance professor at Lon-
don Business School, noted in The
Economist earlier this year.

Still, however large your calcula-
tor and however pointy your pitch-
fork, you would be fighting a large-
ly futile battle as the company’s
gilded class peers at you from over
their castle battlements.

Thanks to an intractable combi-
nation of inefficiencies and self-in-

terest, executives tend to be paid
too much, far too soon and permit-
ted to stay for far too long, accord-
ing to a paper in The Journal of Fi-
nancelast year.

“No" is a complete sentence

The hardest thing about keeping
this class of CEOs and directors
honest (or at least reasonable) isn’t
measuring their compensation or
deciding whether these people
have earned their keep for the fi-
nancial year.

Most retail shareholders gener-
ally know if they’re happy with how
a company is being run or not,
through a combination of share-
price performance, bottom-line
history, dividend track record
and how many service outages the
firm has had.

Atthe same time, no executivein
the history of civilisation has ever
woken up on their silk Frette sheets
and told themselves, “Gee, maybe
I'moverpaid.”

No. Someone else has to tell
them that, and I rather like the “say
on pay” mechanism for doing it, as
do the authors of the CIP study, led
by corporate governance advocate
Mak Yuen Teen.

This conceptgives shareholders
the right to vote on executive com-
pensation packages to ensure pay
is actually aligned with perfor-
mance.

In some markets, such as Swit-
zerland, these votes are binding,

and in others, such as Australia,
they are only advisory but might
set off a vote to remove directors if
25 per cent or more votes oppose a
remuneration report for two con-
secutive years.

Last year, 33 companies on Aus-
tralia’s ASX 300 index recorded op-
position votes above 25 per cent,
well above historical norms.

Shareholders also appear to be
exercising their “say on pay” rights
in a fairly robust and rational man-
ner; in 2025, companies that deli-
vered total shareholder return in
the bottom quartile within the ASX
300indexwere farmorelikely toat-
tractan opposition vote on pay.

“Giving minority shareholders a
‘say on pay’ vote, particularly in
cases where management are con-
trolling shareholders or related to
controlling shareholders, should
be considered,” NUS’ CIP report
said.

“This can be based on similar
principles to interested person
transactions requiring indepen-

dent shareholders’ approval when
they cross a certain threshold - so
only outsized remuneration is sub-
ject to such approval.”

The dissent that should follow
disclosure

Idon’tknow how steep the climb to-
wards a formal “say on pay” mecha-
nismin Singapore will be, but given
that corporate governance experts
have been mooting the idea for
about a decade, you'd best keep
your crampons on.

Currently, curbing the worst de-
mons of corporate excess falls on
the shoulders of adisclosure-based
approach. In 2023, SGX made it
compulsory for listed companies
to disclose the exact remunera-
tion for CEOs and directors in an-
nual reports.

The theory, presumably, is that
transparency is its own disinfec-
tant: The marketwill naturally pun-
ish firms thatoverpay, sparing eve-
ryone the paperwork of a formal
vote. But in a world where every
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board is benchmarking its “com-
petitive” packages against the com-
pany next door, you could end up
with a compensation arms race.

Andwithoutthe threatofagenu-
ine “no” vote, shareholders are
eventually left with the illusion of
choice between similarly overpaid
executives at different firms, leav-
ing you to choose whose Good
Class Bungalow you'd rather fund.

Better disclosure is a fine start,
but without a formal “say on pay”
mechanism, disclosure risks be-
coming a spectator sport, produc-
ing futile outbursts about ancillary
matters at AGMs.

The option to formally register
dissent by voting “no” on a pay re-
port might do more than all the cal-
culators and pitchforks in the
world. [tmight make AGMs less of a
peanut gallery and more of a public
accounting.

Corporate scrutiny must be
disciplined and evidence-based,
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