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Investment and Finance, , language: English, abstract: The justification of a company having a remuneration committee (hereinaCer 'RemCo') is
simple and based on the 'agency theory' whereby directors are employed to act as proxies for shareholders and manage a companies' business on
their behalf. However, their powers allow them to manage the business in a manner, which facilitates their own interests. Excessive remuneration
and bonus schemes are probably the most controversial outcomes which may be considered as a result of this principle. The UK Corporate
Governance Code (hereinaCer 'the Code') has tried to deal with this issue, providing principles to establish an appropriate level of remuneration for
directors and to align this remuneration with the interest of the shareholders. However, the salaries of CEOs of FTSE100 companies have increased
significantly over the last ten years. This is supported by a recent Manifest survey which shows that FTSE100 RemCos still grant remuneration
packages above the inflation rate and the average pay increase of employees. As the level of remuneration has increased considerably in recent
years, it is indeed questionable whether multi-million salaries for directors can be justified when taking into account economic or fairness reasons
and whether RemCos undertake their responsibilities properly. As well as providing the theoretical and legal background and the rationale behind
the establishment of RemCos Section 1 of this essay questions the level of remuneration and assesses, whether it can be justified on economic or
fairness grounds. Whereas Section 2 shows that the RemCos are not solely responsible for the ratcheting up of executive payments since external
factors such as pay consultants influence the remuneration design. The essay demonstrates that the current way RemCos undertake...
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