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South Africa has been hailed as a country with a well managed economy, which has given rise to massive and unprecedented growth over the past few years. While this may be true to a certain extent, there is a range of issues that need to be raised around the beneficiation implications of this growth. One indicator or perhaps manifestation of the growth is “rising salaries”. It is clear that the rise is felt more at the top of ladder than at lower levels. In fact poverty has deepened for those at bottom of society.

Part of the broader debate around wages and income includes the morality of exorbitant pay packages for company executives, the criteria for determining pay hikes for CEO’s and the justification of these high packages in a context of the worst wage disparities in the world.

One of the positive things that arise out the recent debates on executive remunerations is the fact that the discussion has been removed from the Board rooms of companies and the golf course. The discussion and conclusion of the matter was previously confined to these arenas, with the result that workers did not even know what their company executives earned. There has been more disclosure on the issue, which has increased opportunities for engagement. However, apart from the trade unions, the matter has mainly been discussed among intellectuals and journalists without much participation from broader society. For Bench Marks Foundation it is crucial that the workers, ordinary people as well as church membership, are well informed about remuneration of executives and begin to seriously assess the immorality and injustices involved. It is our intention that this matter be subjected to public debate.

To this effect Bench Marks Foundation has conducted a short study on Executive Remuneration, with the aim of exposing the role of corporations in aggravating economic injustices and calling for more active participation of all stakeholders in the determination of executive packages, including workers. 
This study entailed sourcing data produced by other institutions on remunerations, an assessment of factors giving rise to rapid hikes and the responsiveness (and lack of it) of companies to poverty eradication. The Bench Marks Foundation does not, through this study, seek to set thresholds for remuneration. More importantly, we aim to argue that “the market” cannot be left alone in the determination of packages, because there is a lot more to it than just affordability. Issues of sustainability, exploitation of workers, reluctance by corporations to pay reparations and a range of moral issues, we believe, must come into the equation while determining executive salaries. Also crucial for us at Bench Marks, is the need to subject the whole matter to public scrutiny and ensure accountability of companies to the society they operate in.

While South Africa is categorized as one of the world’s 50th wealthiest nations, it is also the world’s most unequal societies just overtaking Brazil.  The country’s wealth is largely shared between small percentages of the population. In 2005 the top 10% of the total income earners in South Africa, received 65% of the total income, while the bottom 10%, received only 3% of the total income. Labour Research Services (LRS) stated in 2005 that for every R1 a worker earned, management earned R120. Inequality between workers and executives increase every year, and predictions are that it will continue to increase unless something is done about it.

In the past few years South Africa’s economy has grown steadily. But the question that has been raised is ‘who is benefiting from that growth, where is the money going?’ The answer is ‘into the pockets of a few lucky executives.’ If the elite few continue to appreciate gigantic remuneration packages, while their many workers earn, what some have described as ‘peanuts,’ then economic growth will never equal a decrease in unemployment or aid poverty alleviation.  There is a huge need for the poor and low-income earners to be empowered with financial resources to participate in the economy, so that they do not remain outside the benefits of growth. As a developing country aiming to halve poverty by 2014, reducing the income gap between those that have and those that have-not, should be of primary concern, especially for the community of faith.

A case for a more inclusive consideration of Executive salaries
It is clear that remuneration committees are crucial players in the determination of salaries. The representivity of these committees must be questioned. It is a fact that they include only the select few shareholders and company executives. Workers are often excluded from these processes. While some argue that workers input into these processes will be more valuable if they utilize their shareholder power (through investment wings of trade unions), their input cannot be postponed until shareholder activism is at its optimum. There are also instances where the same group of individuals sit on several committees thereby carrying with them the same mentality to different companies. 

The criteria used by the committees are also questionable. It is often claimed that it is the performance of executives that determines level of payment. But how much impact can a chief executive have on company performance? A Harvard School of Business study argues that the performance of the CEO should be measured according to optimum use of opportunities in a situation of scarcity. Where opportunities abound, the study argues, increase in pay must be modest or not effected. Some companies reward the executives even when that particular company has not, either on its own or in comparison to companies in the same sector, has not made any increase in productivity and profits. 

Also, performance of a company can never take place without the contribution of workers. This variable hardly comes into the equation in Board rooms. Instead, there is a sentiment that workers should be grateful that they have jobs and not complain about their pay. The executives often argue that workers are well paid compared to other developing nations. This is certainly not the case especially when you look at the conditions the workers live in. Surely much more wealth has been created by the workers, who sell their labour, but the wealth has tended to float upwards to the executives.

Taking into account the fact that often a single worker has between eight to twelve dependents, and supports family members who are unemployed, raises serious moral issues in a country divided into the haves and have-nots and this can only spell social disaster and threaten our young democracy. There is a real threat of social upheaval if the executive benefits are considered without addressing wages of workers. Jody Kollapen, chairperson of the SA Human Rights Commission, put it differently when he said that there is a real danger in simply assuming “that poverty and opulence can coexist side by side without any dire consequences. Innovative interventions (mandatory if necessary) must be explored to bridge this divide between the two worlds.” 

Challenge for the Church 

In its quest for a just use of the earth’s resources in the form of ethical and socially responsible investments, the religious communities must begin by acknowledging that their continued silence on income injustices will allow this situation to continue. While the government may have the intention to see a just and equitable distribution of resources, the ability to regulate it is limited. Also the argument that the market must be left alone to sort the disparities is obscene and must be questioned by the churches.

Churches must become more vocal in terms of how their resources are used to address inequalities in society. They should mobilize their constituencies, both as shareholders and consumers, to begin to force companies to think more ethically in terms of how they do business and the implications of their corporate decisions.

As for the institutional investors, the church has the responsibility to instruct them to invest ethically. For instance, there are churches in North America and Europe which would not invest in a company that pays exorbitant executive salaries while paying slave wages to workers. More importantly, the church as an investor and consumer of goods and services, must strive for more corporate transparency and disclosure on matters relating to salaries and share offerings. Finally, the church has the challenge to subject these matters to an ethical evaluation in line with the values of justice, fairness and working conditions that affirm the dignity of all human beings.

