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Governments,
private firms
will soon
have to pay
even more
for talented help

What’s an executive worth?
By Gail Evans and Nick Bishop

T

HE compensation of senior
executives seems to be a constant area of interest for
employees, shareholders and even
other executives. Yet, for senior executives in the public sector, the interest
seems to be even greater. After all,
everyone pays taxes and we all want
to know if we are getting value for the
money. So what is a senior executive
worth?
There are plenty of people trying to
answer just that question, particularly
since a series of headlines comparing
the salaries of senior civil servants in
the Manitoba and Winnipeg city governments. First, you need to keep in
mind that executive jobs come in many
varieties with many different complexities, so the range of compensation
packages is also complex and varied.
However, salaries are not established in a vacuum. They are structured according to well-accepted
principles that directly impact on
executive pay structures. The key factors that affect executive compensation are size of the organization,
industry sector and risk in the job. The
size of an organization is particularly
important because the larger an enterprise becomes, the greater the responsibility or accountability of the
executive and the greater the level of
management expertise and general
business knowledge required for the
job.

The role of a senior executive is to
ensure that successful business strategies are not only put together, but are
effectively implemented both in the
short term as well as the long term.
And if an organization consists of a
multiplicity of intertwined entities,
businesses, products, markets, services or locations, the job of a senior
executive becomes much, much more
complex. Therefore, in order to be successful, the senior executive has to
have extensive experience in the successful management and integration of
a wide variety of different operating
strategies. In addition, the daily issues
that arise for consideration are often
very complex, highly political and can
directly impact on organizational and
financial security. After all, a profitable business wants to see a return
for investors, while public organizations seek to assure their stakeholders
or taxpayers that money was wellspent and the organization well-managed.
Another factor that impacts executive compensation is the specific
industry sector in which a professional
is employed. In fact, the type of industry can make a significant difference
to executive pay as some sectors can
simply afford to pay more than others,
and they do so. If an industry sector,
such as oil and gas, is providing
healthy returns to investors on the
back of good margins on increasing
volumes, then a company can expect to
pay high salaries in order to get the
best people.

If an executive is working in a sector
that is under a lot of financial pressure, such as manufacturing, then
investor returns and margins will be
lower, which in turn will create a different pay profile.
But, what about businesses that don’t
have investors other than you and me
— the taxpayer? The public sector
needs good executives, too! Not only
that, the public-sector is also forced to
compete for its executives in the same
market as the private sector.
Generally, it is well-known and
accepted that executive compensation
in a public sector organization is lower
than similar positions in the private
sector. This is particularly true for
elected officials who have chosen to
work in “public service.” While taxpayers might complain about the
salaries, the only way to change this is
to actually depose certain selected
public employees directly, which is a
lengthy political process. On the other
hand, when a public agency or business is privatized, it is not uncommon
for the salaries of the former publicservice executives to increase. At the
same time, their expectations of job
tenure decreases.
So, what is the key issue in explaining the salaries of senior executives?
The issue is all related to risk. In other
words, the more risky the issues the
business or organization faces, the
greater the responsibility of the executive team. Therefore, an organization
must recruit, select and hire executive-level professionals with track

records of successfully tackling similar problems to what occurs in their
industry sector. Typically, the higher
the risk, the higher the pay that is
required. In some cases, companies
and organizations must resort to a
compensation package called a “golden parachute” because this is the only
way in which a senior executive will
take a personal risk to come to a
“risky” business situation.

Risky
Life is indeed risky at the top! And
this risk has resulted in the industry
practice of offering special executive
compensation packages that serve to
address the risk of termination. The
issue of risk is important for executives to consider. The fact is that an
executive’s tenure at the helm of a
complex business is getting shorter
and shorter over time. For instance,
the executive who may have been the
saviour of your business because he
turned it around and sorted out all
your operating efficiencies, may not
be the right person to invest in and
grow new products.
While salary is still the most common focus of executive pay, there are a
number of strategies that are also frequently utilized in the compensation
mix. These include variable pay, both
short-term (annual bonus) and longterm (bonuses, termination packages
and retirement packages). A number
of recent studies indicate the following
trends in executive pay:
❚ Less emphasis on base salary, more
on variable pay to align with perfor-

mance;
❚ More emphasis on long rather than
short-term pay to support a strategic
perspective;
❚ Emphasis on short term, line-ofsight objectives;
❚ A greater use of non-financial measurements in addition to financial metrics, and;
❚ Increased size of “golden parachute” packages to balance the limited
tenure in executive positions.
While the latest controversy over
salary figures in the public sector
might have surprised many Manitoba
readers, it is our opinion there will be
increasing market pressure on the current “executive talent pool.” In fact,
we anticipate a shortage of experienced executives and even higher
salary demands due to the reduction in
unemployment rates and the retirement of many baby boomers. The
implication is that no matter whether
you are the public sector or corporate
Canada, in the very near future, you
will have to pay more for your topnotch executive employees because
they will have more value.
Finally, in addition to opening their
wallets, organizations will have to
become increasingly creative in developing recruitment and retention
strategies that focus on the longer
term and include issues such as reputation, values and quality of work.
Gail Evans and Nick Bishop are senior
compensation specialists working with
the Wynford Group in Calgary.

World powers struggle to deal with Hamas
T

EL AVIV — In advance of Saturday’s meeting of the new Palestinian legislative council and in
the aftermath of the shocking Hamas
victory, it’s time to evaluate this new
chapter in Israeli-Palestinian relations with less
emotion and a
more reasonable
approach.
By every criteria, Hamas’s victory was indeed a
political earthquake. This sense
of shock was
immediately fol- Samuel
lowed by Russian
Segev
P r e s i d e n t
Vladimir Putin’s surprise invitation to
Hamas leaders for talks in Moscow.
Putin was immediately supported by
France, Turkey and Egypt. Contrary to
the emotional reactions in Israel, the U.S.
reaction was more nuanced. It did not
condemn Russia, but asked for clarification.
This cautious reaction was not because
the U.S. belittled the meaning of
Hamas’s victory. On the contrary, the
U.S. is increasingly concerned about this
alarming development and feels that it
needs to put Hamas into a wider perspective.

Four years ago, Turkey’s Islamic Justice and Development party won the
elections and its leader, Recep Tayyip
Erdogan, formed an Islamic-oriented,
but pro-western, government, and is now
seeking to join the European Union. One
month later, an Islamic-oriented Moroccan party finished third in free parliamentarian elections. Last spring, the
pro-Iranian Muslim Hezbollah scored
impressive results in Lebanon’s parliament and has two ministers in Fuad Siniora’s cabinet. Last December, the
Egyptian Muslim Brotherhood won 88
seats in the new parliament. And earlier
this week, a newly-formed Iraqi government reappointed a premier with
strong pro-Iranian leanings.
However, this growing U.S. concern
is not expressed publicly, but in camera.
In the recently concluded annual meeting of NATO defence ministers in Sicily,
Hamas’s victory was widely discussed.
For the first time in NATO’s history,
Israeli Defence Minister Shaul Mofaz
was invited to the gathering together
with his counterparts from Egypt, Jordan, Tunisia, Algeria and Morocco.
Despite public denials, NATO ministers
were presented with convincing evidence that al-Qaida is trying to establish
operational bases in Lebanon, Egypt,
Jordan and Morocco. In private discussions with regional defence ministers,

the question was raised: What if Egypt’s
Muslim Brotherhood repeats the Hamas
victory and takes control of the Egyptian
parliament and government. The same
concern was expressed about the
Maghreb.
According to American intelligence
data, about 20 per cent of the insurgents
in Iraq were recruited in Algeria and
five per cent in Morocco. According to
the same sources, al-Qaida is trying to
establish operational and recruitment
bases in the Sahara Desert.

No wonder
Therefore, it was no wonder that
immediately after the NATO meeting,
U.S. Defence Secretary Donald Rumsfeld visited Tunisia, Algeria and Morocco and sought to enhance intelligence
and military co-operation with those
Maghreb countries. Rumsfeld was preceded in those countries and Egypt by
FBI director Robert Mueller.
It is against this background that we
have to examine the impact of Hamas’s
victory on the future Israeli-Palestinian
peace process. In his meeting in Sicily
with Mofaz, Russian Defence Minister
Sergei Ivanov assured the Israeli
defence minister that Russia remains
committed to the U.S.-authored roadmap
for Palestinian statehood. Ivanov added
that in its discussions with Hamas,
Moscow will insist on the three princi-

ples agreed upon by the Quartet in its
London meeting on Jan. 30: recognition
of Israel, renunciation of terror and honouring all commitments undertaken by
the Palestinian Authority since the 1993
Oslo Accord.
Israel is also insisting on the amendment of Hamas’s charter, which calls for
Israel’s destruction, and the dismantling
of the terrorist infrastructure. Ivanov
remained silent on these two Israeli conditions.
As a gesture of goodwill, Ivanov
promised Mofaz to continue freezing the
delivery of 50 APCs (armoured personnel carriers) that were promised by
Putin to Abbas during his visit to
Jerusalem and Ramallah last April. He
also invited Mofaz to visit Moscow to get
a first-hand report on Putin’s discussions
with Hamas leaders.
In advance of Hamas’s visit to
Moscow, its Damascus-based leader,
Khaled Mash’al, intends to visit Turkey,
Iran and Saudi Arabia. He’ll be accompanied by the Gaza Strip’s Hamas leader,
Ismail Haniyeh, who is being tipped as
the future Palestinian prime minister.
In advance of these visits, Hamas has
also embarked on a clever PR blitz
aimed at proving that this terrorist
group should not be feared. Based on
Khaled Mash’al’s press conference in
Damascus on Jan. 28, Hamas spokesmen

reiterated “assurances” that Hamas
doesn’t intend to “destroy” Israel. They
also said the party will honour Mahmoud
Abbas’s commitments and appoint technocrats to run day-to-day government.
The Hamas spokesmen, however, also
advanced the following suggestions:
That Israel release a large number of
prisoners, including Hamas prisoners;
and that it allow Damascus-based leaders Khaled Mash’al and Mussa Abu Marzouk to return to the Gaza Strip, as it did
at the time Yasser Arafat.

Its position
In defining its position against Hamas,
Israel is finding itself in conflict not
only with Egypt but also with Jordan.
In his meetings with U.S. President
George W. Bush and acting Israeli foreign minister Zippi Livni in Washington, King Abdullah urged them “not to
isolate” Hamas. He argued that any isolation would push Hamas even further
into Iranian and Syrian arms, sources
said.
It is because of this complex situation,
that U.S. Secretary of State Condoleezza
Rice may plan another trip to the Middle
East in the very near future. There is a
growing feeling in Washington that the
U.S. has to review its positions and
undertake a new policy, even before the
Israeli parliamentary elections on
March 28.

