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Foreword 01

Welcome to the fourth EY Executive and Board Remuneration report for Finland. This 
report is put together by EY local People Advisory Services professionals.

In this report, we provide you with a broad overview on the recent developments 
in executive and board remuneration. As an addition to this year’s report, we have 
analyzed the age distribution in Finnish boards and among top executives. We invite 
you to read the report, and consider how executive remuneration can bear a valuable 
impact upon your business by opening new opportunities to achieve growth, innovation 
and success in the near- and long-term future.

This report is intended to provide insights on trends in executive remuneration levels 
and practices for the companies listed on Nasdaq Helsinki. It is not intended to be used 
as a benchmarking tool. We are happy to share tailored and more detailed analysis of 
the data presented in this report, on request. We can assist your company to develop 
remuneration policies, which determine the company’s strategy and culture. Using our 
vast database, we can provide appropriate executive remuneration levels based on an 
in-depth benchmark analysis.

We have based our studies on publicly available data of all companies listed on Nasdaq 
Helsinki during 2015–18. The data for the year 2018 is collected from the companies 
that had their remuneration report for 2018 published by 19 April 2019.

Moreover, we have structured our analysis using identical size classification as per OMX 
Helsinki (large-cap, mid-cap and small-cap companies). We have not included companies 
listed on First North in our analysis as they generally disclose only limited data on 
remuneration.

Lastly, as Finnish listed companies typically report salary costs for the management 
team as a total sum, we calculated the average levels per management team member 
for each company and drew the median levels from these values. Our methodology also 
takes into account possible zero values.

Should any of the contents and viewpoints presented in this report provoke ideas 
or questions, please do not hesitate to contact us for further discussion. For more 
information on EY services and know-how, please visit our website at ey.com/fi.

 
Sincerely,

Mikko Nikunen
Partner 
People Advisory Services 
Ernst & Young Oy

Hannu Tyyskä
Senior Manager 
People Advisory Services 
Ernst & Young Oy



02

Diversity



Executive and Board Remuneration in Finland | 2015–18 | 7

Diversity 02

The Finnish Corporate Governance Code 2015 came into 
effect on 1 January 2016, and it pays more attention to board 
diversity. It states that both genders should be represented in 
the board of directors, and companies should provide reasoning 
if they do not follow this recommendation. In case of top 
executives, there are no such requirements. 

In 2018, more than 90% of boards and more than 80% of 
top executive teams in Finnish listed companies had female 

members. Even so, male members outnumbered the female 
members. The percentage of female members in boards 
and management teams were 29% and 25%, respectively — 
demonstrating a slight increase over the past four years; but no 
change followed the implementation of the Finnish Corporate 
Governance Code 2015. In addition, in 2018, there was no 
significant difference in the percentages among small-cap, mid-
cap and large-cap companies. 

“Approximately every fourth 
board or management team 

member is female.

Figure 1: Percentage of female members in boards and management teams, 2015–18

Figure 2: Percentage of female CEOs, 2015–18
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In 2018, the number of female CEOs was significantly low. Only 
8% of CEOs in Finnish listed companies were females. There 
has been very slight variation in the percentage of female CEOs 
in the past four years; however, it has remained low. Since the 
number is low, a change in even one company can affect the 
total percentage. The percentage of female CEOs has only little 
variation among small-cap, mid-cap and large-cap companies. 

As figure 3 shows, in 2018, the Finnish listed companies were led 
by board members and top executives of average age between 
50 and 59 years. About 76% of all board members were aged 
over 50 years, and 34% were over 60. Only six board members 
were under 30 years old. Most Finnish CEOs were 50–59 years 
old. The average age in management teams was slightly lower 
than that in boards and among CEOs. The management teams 
consisted of almost as many 40–49-year-old members as 
50–59-year-olds. 

“About 34% of all 
board members were 
60 years old or older.

Figure 3: Age group distribution among board members, CEOs and management team members
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The boards and top executives of Finnish companies consisted 
mainly of Finnish nationals. In 2018, approximately half of the 
boards and management teams had one or more non-Finnish 
member. The percentage of non-Finnish nationalities in Finnish 
boards and management teams was almost 40% in large-cap 
companies, while the percentage was significantly lower from 8% 
to 20% in the boards and management teams of small-cap and 
mid-cap companies. Only 13 companies had a non-Finnish CEO 
in 2018. 
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“Only 8% of CEOs in Finnish listed companies 
were females. There has been no improvement 

in gender balance among CEOs. 
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Board remuneration 03

There is a clear correlation between the size of the company 
and the remuneration for both the chairman of the board and 
board members. As figure 4 shows, the annual board fees for 
large-cap companies are more than double the size of fees in 
small-cap companies. Regardless of the size of the company, the 

chairman of the board tends to receive approximately double 
the annual fee paid to the board members. During the past four 
years, the median levels of board remuneration have remained 
approximately on the same level. 

Figure 4: Median fee for chairman and board member by company size, 2015–18
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Committees
The prevalence of audit and remuneration committees varies 
largely by company size, as seen in table 1. All large-cap 
companies have both audit and remuneration committees, but 
mid- and small-cap companies are more likely to combine the 
two or operate without any committees. In addition, several 
companies have a nomination committee, either separated from 
or in combination with the audit or remuneration committee. 

Table 1: Portion of audit and remuneration  
committee by company size

Audit committee 
exists

Remuneration committee 
exists

Large 100% 100%

Mid  86%  72%

Small  40%  30%

“The annual board fees 
for large-cap companies 

are more than double 
the size of fees in small-

cap companies.
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This section provides insight into the remuneration level for CEOs 
and other management team members in 2015–18. Our analysis 
throughout the section is based on the following compensation 
elements and aggregations:

• Base salary and benefits — fixed annual base salary and 
benefits in kind (e.g., telephone and company car):
• Benefits have been included in the base salary since many 

companies do not disclose these figures separately. 
• Short-term incentive (STI) — variable incentive payment 

based on one-year performance
• Long-term incentive (LTI) — variable incentive payment based 

on a performance period (typically three to five years): 
• LTI payments disclosed in number of shares instead of 

value have been excluded from the analysis due to lack 
of information needed for valuation. Also, option awards 
disclosed in number of option rights granted rather than 
value have been excluded from the analysis due to lack of 
information needed for option valuation. 

• Supplementary pensions — annual pension contributions in 
addition to statutory Employees Pensions Act (TyEL)

• Total compensation — the aggregation of the 
aforementioned elements

In our analysis related to executive remuneration levels, we use 
median values rather than averages. The median, representing 
the middle value of all data points in the sample, is less 
susceptible to the influence of extremely high or low values. 
Notably, median values do not reflect the full variation of the 
sample and hence, too strict conclusions cannot be made. 
Rather, the reported median values are representations of the 
central tendency of somewhat limited data sample.

CEO and management team total compensation
As figures 5 and 6 illustrate, the level of total compensation for 
CEO and management team is strongly dependent on the size of 
the company. In 2018, the median total compensation for CEOs 
decreased by 6% in small- and mid-cap companies and 12% in 
large-cap companies, from the previous year. However, the total 
compensation is close to the compensation level for the year 
2016 in all categories of company sizes. 

Figure 5: Median total compensation for CEO by company size in 2015–18 
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As figure 6 shows, in 2018, the median total compensation for 
an average management team member decreased by 9% in 
small-cap and 11% in large-cap companies from the previous 
year. At the same time, the compensation in mid-cap companies 

increased by 22% from the previous year. The total compensation 
of small- and mid-cap companies is close to the level of the year 
2016, while the compensation of large-cap companies is higher. 

Figure 6: Median total compensation for an average management team member by company size in 2015–18 
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Figure 7: Total compensation ratio of CEO compared with that of an average management team member in 2018
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Typically, the notice period for the employee (CEO) and the 
employer is six months. If the company terminates the contract, 
usually the CEO is entitled to the salary of the notice period and a 
severance pay that equals 12 months’ salary. 

However, some variations related to notice periods and 
severance payments exist across companies.  Notice period 
varies from 2 to 12 months if the contract is terminated by 
the CEO; and from 0 to 18 months, if it is terminated by the 
employer. Severance payment varies from 0 to 24 months’ salary 
depending on the company.

Figure 7 shows the total compensation pay ratio between CEO 
and an average management team member by company size in 
2018. As seen in the figure, small- and mid-cap companies tend 
to pay around two times more to their CEO than to an average 
management team member. Large-cap companies tend to pay 
three times more to their CEO. 

Supplementary pension arrangements and  
terms of employment for CEO
Approximately 40% of the companies disclosed that they 
have paid additional pensions for their CEOs in 2018. Figure 
8 demonstrates the preferred pension plan types in Finnish 
companies. Among those companies that disclosed the type 
of pension plan they operate with for their CEOs, the defined 
contribution (DC) plan dominates over the defined benefit (DB) 
plan. There has not been a significant change in the plan types 
compared to the previous year. 

Figure 8: Distribution of pension plan types in 2018

86%

14%

Defined contribution Defined benefit “Small- and mid-cap companies 
tend to pay approximately two 

times more to their CEO than to an 
average management team member. 

Large-cap companies pay three 
times more to their CEO.
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Short-term incentive (STI) levels relate to performance over 
the previous one-year period. The intent of STIs is to reward 
executives and other personnel for achieving the predetermined 
financial and nonfinancial targets that are aimed to support the 
company’s short-term strategy. 

As shown in figure 9, majority of the companies had an STI plan 
in place for the CEO in 2018. 

Figure 9: Companies with a CEO STI plan in 2018
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“The achievement of STI 
payments compared with 

maximum STI opportunity 
seems to be dependent on 

the size of the company 
for both the CEO and the 

management team.

Figures 10 and 11 show the median STI payment to CEOs and 
average management team members during the year 2018 as a 
percentage of the STI maximum opportunity. The achievement of 
STI payments seems to be dependent on the size of the company 
for both the CEO and the management team. Also, it seems that 
the CEOs of large- and mid-cap companies have been able to 
achieve higher STI payments compared with the management 
teams. At the same time, the management teams of small-cap 
companies have been able to achieve higher STI payments 
compared with the CEOs of small-cap companies.

Figure 10: Median achievement of STI payment to CEO compared 
with maximum STI opportunity 
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Figure 11: Median achievement of STI payment to management 
team member compared with maximum STI opportunity 
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“The performance share plan is 
the most common LTI plan type 

in Finnish listed companies.06

Long-term incentives
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Companies offer long-term incentives (LTIs) to executives to 
motivate them to focus on the longer term, aligning the interests 
of the executives and the companies’ (long-term) shareholders. 
Plan length varies from a year to seven years, but three-year 
plans are the most common among Finnish companies. Many 
companies offer LTI grants every year to ensure continuous 
provision of incentives on a long term. This prevents long-term 
focus from faltering, in case performance targets of previous 
grants become or seem unattainable.

A viable alternative for strengthening the focus of executives 
on the long term is the use of shareholding requirements. This 
requires executives to hold a certain number of shares in the 
company, often expressed in value as a percentage of fixed 
salary — typically 50% or 100% of the annual base salary. In 
Finland, a shareholding requirement related to LTI plans is very 
common. 

As seen in figure 12, only around one-fifth of the companies 
disclosed that they did not have an LTI plan in place for CEOs 
in 2018. Compared with the previous year, the number of 
companies with an LTI plan has not changed significantly.

“Only one-fifth of the Finnish listed companies did not 
have an LTI plan in place for their CEOs.

Figure 12: Companies with a CEO LTI plan in 2018

Figure 13 illustrates the most common types of LTI programs 
used in Finland in 2018. As seen in the figure, the performance 
share plan is the most common plan type. The other types of 
plans are quite evenly used, with the restricted share plan and 
matching share plan being the next most popular plan types. The 
frequency of the different LTI plans has not changed significantly 
compared with the previous years. 

Figure 13: Frequency of LTI plan types in 2018
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Performance share plan: The plan offers 
the company’s shares as a reward, 
provided the predetermined performance 
criteria are met. 

Option plan: The plan offers the right to 
purchase a specified number of ordinary 
shares at a fixed price during a stated 
period.

Matching share plan: A company’s free 
or low-cost shares are provided as a 
reward, in which the amount granted 
depends on the employee’s initial 
investment in the company’s shares. This 
is often accompanied by the continuation 
of the employment relationship and 
the fulfillment of certain performance 
criteria during the earning period.

Restricted share plan: Company’s shares 
are provided as a reward, which vest 
after a restriction period, generally upon 
continuing the employment.
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Are you ready for the implementation  
of Shareholders’ Rights Directive?
Shareholders’ Rights Directive (SHRD) is being implemented 
in Finland and the amended laws came into effect on April 
2019. Shareholders’ “say on pay” on executive remuneration 
will come into effect in general meetings starting early-2020, 
remuneration policies in 2020 and the remuneration reports in 
2021. 

Shareholders have the right to vote on the remuneration of 
executives in a non-binding way, which means that Annual 
General Meeting decides whether it will support the proposed 
remuneration policy. If the general meeting of the listed company 
has not supported the proposed remuneration policy, the revised 
remuneration policy shall be presented to the shareholders at the 
next Annual General Meeting at the latest.

The Finnish Corporate Governance Code must be updated due 
to the SHRD. The Board of the Securities Market Association has 
set up a working group to prepare changes to the current code. 
The final Governance Code will be published in the second half of 
2019 and be applicable from 1 January 2020.

Changes in Finnish taxation  
There have been no major changes in the Finnish tax or social 
security legislation in the second half of 2018 or in the beginning 
of 2019 concerning executive remuneration.

However, the reporting of salary, including equity-based income, 
to the Finnish tax authorities has changed significantly. Salary 
income is reported to the Finnish tax authorities in almost real 
time via Incomes Register from 1 January 2019 onward.

With the implementation of the Incomes Register and some 
new legal practices, the Finnish tax authorities have updated 
heir guidelines — for example, the guidance regarding the 
additional pension schemes for employees updated in June 
2018. The guidance has been updated based on the Supreme 
Administrative Court’s rulings KHO 2018:35, KHO 2018:36 and 
KHO 2018:37, and it clarifies the circumstances under which a 
tax-exempt pension insurance can be arranged for shareholders 
of the company. It also confirms that if the pension contributions 
paid by an employer have been regarded taxable, the pension 
itself can be tax-exempt up to the amount of the paid pension 
contributions. Some guidelines, such as guidance regarding the 
taxation of share awards, is still being updated. 

Further, the Supreme Administrative Court has issued certain 
rulings that can impact taxation of equity-based executive 
remuneration. We have picked up two cases — KHO:2019:26 and 
KHO:2019:36 — and explained them below.

Incomes Register
The Incomes Register has changed the process on how 
employers must report salaries to the Finnish Tax Administration 
and to the Finnish insurance companies and social security 
institutions (including Finnish Unemployment Insurance Fund 
(TVR), Social Insurance Institution in Finland (Kela), earnings-
related pension providers and the Finnish Centre for Pensions),  
1 January 2019 onward. All salary payments paid for an 
individual in Finland should be reported to the Incomes Register 
within five days from the date of payment. 

The tax authorities have recently issued instructions on how 
share and other awards should be reported in the Incomes 
Register. However, the instructions are constantly being 
updated, and therefore, it is recommended that the reporting 
requirements are confirmed at the time of an award delivery.

Taxation of incentive-based shares
According to the Income Tax Act, the gain received from the 
sale of property, such as shares, is generally taxed as an 
individual’s capital income. Further, salary or other comparable 
compensation that has been received based on an employment is 
generally regarded as an individual’s earned income.  

In a recent Supreme Administrative Court case (KHO:2019:26), 
members of family B owned B Oy and C Oy. B Oy and C Oy on 
the other hand owned D Oy, a holding company. B Oy issued 
its shares to D Oy. Following this, D Oy offered its shares for 
subscription to three key employees of B Oy, including its CFO. 

The CFO subscribed the shares in November 2009. The CFO 
funded the subscription of the shares with a loan given by C Oy. 
The shares of D Oy were pledged as a collateral to the loan. An 
interest was agreed for the loan and it was tied to Euribor 360 
with a 1% marginal rate. The interest was to be paid once a year. 
If in any given year, the CFO’s profit from D Oy’s shares would 
not be sufficient to cover the interest, the CFO had the right to 
claim that the interest exceeding the amount of the profit be 
added to the loan principal. According to the contract between 
the shareholders, the CFO did not have the right to dispose the 
shares without an approval from C Oy. Further, the CFO was 
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obliged to sell the shares back to C Oy if the employment with B 
Oy would end. 

The CFO resigned from B Oy in November 2010, and in 2011, 
sold the shares back to C Oy. The sale price did not exceed the 
fair market value (FMV) of the shares during the time of the sale. 

According to the Income Tax Act, salary or other comparable 
compensation that has been received based on an employment 
is regarded as an individual’s earned income. Further, if an 
individual has an opportunity to subscribe for shares based on an 
employment with a value that is below the FMV of the shares, the 
benefit received is generally regarded as the individual’s earned 
income. 

In the Supreme Administrative Court ruling 2014:66, it was 
stated that when an individual was an owner of a holding 
company that acquired shares of the individual’s employer 
company with the preliminary purpose that the shares of the 
employer company would be transferred to the ownership of the 
individual in a way that if the value of the employer company’s 
share had increased before the transfer to the individual, the 
individual would pay a value below the FMV for the acquisition of 
the shares. However, the Supreme Administrative Court did not 
see that the case in question would be comparable to the ruling 
2014:66 and that the subscription price of the shares would be 
seen to be below the FMV of the share at the time of the share 
subscription. 

The sale price of the shares was not below the FMV of the shares 
at the time of the sale either. Thus, the Supreme Administrative 
Court stated that as the sale price of the shares did not exceed 
the trading day’s FMV, the profit the CFO received should be 
taxed as capital income. The Income Tax Act does not have a 
special clause according to which an exemption could be made to 
this main rule when an employee sells shares received based on 
an incentive plan at a FMV. 

The ruling in question confirms that the profit gained from a sale 
of incentive-program-based shares with a value not exceeding 
the FMV can be taxed as an individual’s capital income. Further, 
it indicates that as long as the arrangement is not for the 
preliminary purpose of transferring the shares of the employer 
company to an employee for a value of below the FMV of the 
share, acquisition of shares via a holding company structure or 
a loan from an employer or a company within the same interest 

group as the employer should not as such trigger earned income 
taxation.

Tax deductibility of acquisition costs of a company’s  
own shares as part of a share award plan 
Acquisition costs of a company’s own shares when the shares 
are awarded based on a share award plan to the company’s 
employees are generally tax deductible for the company when 
certain conditions are met. One option for acquiring the shares 
to be awarded is that the external party administering the share 
award plan acquires the shares from the stock exchange on 
behalf of the company and delivers them to the participants of 
the share award plan on behalf of the company. It has not been 
clear whether in such an arrangement, the share acquisition 
cost is regarded as a tax-deductible expense for the employer 
company.

There has been a recent decision from the Supreme 
Administrative Court case (KHO:2019:36) regarding the matter. 
In the case in question, the external party administering the 
share award plan of a listed company would establish a holding 
company, which would acquire the shares of the listed company. 
The listed company would grant the holding company a credit 
limit for the holding company to acquire the listed company’s 
shares. The loan would be paid off with the acquisition cost of 
the shares when the holding company gives the shares to the 
participants of the share award plan. 

The Supreme Administrative Court ruled in the case in question 
that the listed company would have the right to deduct the 
acquisition costs of the shares in its taxation. The amount of the 
deductible costs would correspond to the payments the listed 
company would make to the holding company equivalent to the 
acquisition costs of the shares.

Previously, it has been confirmed that a corporate income 
tax deduction is available when publicly traded shares of an 
employing company is acquired via a stock exchange and 
provided to employees pursuant to an employee equity scheme. 
However, the amount deductible is generally limited to: (1) the 
price paid by the company to acquire the shares or (2) their FMV 
on the date of delivery — the lower of these less the price paid by 
the employee, if any, to acquire the shares. The new ruling of the 
Supreme Administrative Court confirms a broader interpretation 
of what costs are accepted as deductible.
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”In 2018, median total compensation for 
CEOs decreased by 6% in small- and mid-cap 

companies, and 12% in large-cap companies 
from the previous year.
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