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Abstract. As the rapid growth of the significance of the technology sector in global economies gained
prominence, this research stems from the need to align director compensation with the internet
industry's distinctive characteristics. This article sets US internet companies as research targets and
Alphabet as an example. By exploring these factors through quantitative and comparative analysis,
this research provides insights into how internet companies shape their compensation strategies to
thrive in the digital era. The compensation approach for directors in US internet firms includes equity
rewards, cash retainers, stock ownership guidelines, and performance-linked perks. Transparency,
benchmarking, and alignment with strategy are vital. This structure aims to lure skilled directors,
align interests with shareholders, and enhance governance amidst tech's rapid evolution. Alphabet,
Google's parent company, has recently advanced director compensation. Stock options and RSUs
are increasingly granted, aligning with industry trends. Cash retainers provide stability. Alphabet's
focus on equity-based incentives mirrors broader tech trends. These changes underscore Alphabet's
strategy to retain adept directors who shape the company's growth and direction. This research can
be used to address how compensation practices reflect the industry's innovation pace, adapt to
regulatory changes, and foster effective governance.

Keywords: Director compensation, Internet companies, corporate performance.

1. Introduction

In recent years, the global internet industry has experienced tremendous growth and transformation.
A key development in the Internet industry was the rapid expansion of cloud computing and big data.
Companies like Google and Microsoft invested heavily in building data centers to store and process
vast amounts of data. This not only facilitated the growth of online services but also paved the way
for the development of artificial intelligence and machine learning technologies. The global internet
industry revolutionized how people communicate, consume information, and conduct business. The
advancements in technology and the increasing interconnectedness of the world have created a
thriving ecosystem.

The topmost level of management structure in the Internet industry business generally includes the
board of directors, which is the highest governing body of the corporation, accountable for making
significant choices that affect the business's instructions and general technique. The following level
includes the President (CEQ), Chief Operating Officer (COO), Chief Financial Officer (CFO), and
other senior executives. They are responsible for setting the company's general vision, strategy, and
objectives.

Despite director compensation can differ extensively depending upon elements such as the
company's size, industry credibility, monetary performance, and location, there are some common
components of director settlement in web corporations including cash settlement, equity payment,
and stock ownership. A cash retainer charge can differ considerably and is normally based upon
elements such as the director's function (e.g., lead independent director, committee chair), the
business's size, and the market's standards. Larger and more recognized web corporations tend to
provide higher money retainers. Many web corporations provide directors with equity-based
compensation to align their interests with those of shareholders. This can include stock choices,
limited stock units (RSUs), or performance-based equity awards. The worth of equity compensation
can be substantial and is often tied to the business's stock efficiency over time. Lots of Internet
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corporations also develop stock ownership standards for directors, needing them to hold a certain
number of business shares to align their interests with those of shareholders.

This research study focuses on the change in director settlement among Internet corporations and
goes over Alphabet as an example. As the internet industry continues to evolve and disrupt traditional
business models, understanding shifts in director pay offers valuable insights into broader corporate
governance trends and industry dynamics. Analyzing changes in director compensation can reveal
how well internet companies align their directors' incentives with corporate performance. If
compensation structures are designed effectively, they can motivate directors to prioritize long-term
value creation, innovation, and sustainable growth. Second, changes in director pay can indicate shifts
in corporate governance practices within the Internet sector. Comparing compensation trends across
companies provides insights into whether boards are adapting to changing regulatory landscapes,
enhancing transparency, and strengthening oversight. Thus, studying the changes in director
compensation in Internet companies holds significant practical significance.

2. Literature Review

Compensation practices within the Internet industry have gathered substantial research attention
due to the sector's rapid growth, technological innovation, and dynamic workforce demands. Internet
companies commonly offer equity-based compensation, such as stock options and restricted stock
units (RSUs), to align employees' interests with company performance. Equity grants provide a sense
of ownership and potential financial gains tied to the company's success [1]. Given the tech industry's
talent shortages, studies have investigated how internet companies offer competitive compensation
packages to attract and retain skilled employees, especially in fields like software development and
data science [2]. Moreover, performance-linked bonuses are prevalent in internet companies, aiming
to incentivize employees and executives to achieve strategic goals and foster innovation. Research
examines the effectiveness of these incentives in enhancing company performance [3]. Research
delves into the challenges internet companies face in maintaining transparent and compliant
compensation practices while navigating evolving regulatory environments [4].

Since the Internet industry is growing and innovating rapidly, its governance process requires
unique challenges. Director compensation in Internet corporations has become a main concern of
research. Scholars have actually checked out how the payment structures for directors in Web
companies have developed to align with the industry's dynamic nature. This consists of the frequency
of equity-based settlement, which intends to connect directors' interests with long-term worth creation
[5]. The disruptive nature of the internet market has triggered research into how director settlement
shows its functions in assisting companies through technological shifts and development. Studies take
a look at how directors' knowledge of digital transformation influences their settlement [6]. Scientists
have examined the performance metrics connected to director compensation in Web companies. They
analyze whether standard financial metrics are still relevant or if new metrics, such as user
engagement and innovation, are better suited to assessing directors' contributions [7]. Furthermore,
the alignment of director payment with investor interests has actually been a main issue. Studies
examine how director pay is linked to business efficiency and whether these structures efficiently
encourage directors to prioritize shareholder value [8]. The distinct difficulties of governance in
Internet corporations have led researchers to check out how director settlement practices are
influenced by regulative modifications and governance finest practices. This consists of the function
of independent directors and their compensation.

Studying changes in director payment within web companies provides a unique window into the
complexities of governance, development, stakeholder engagement, tactical management, and
financial dynamics. This research study will add to an extensive understanding of how the Web
market is forming business governance practices and driving its ongoing development in the digital
era.
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3. Director Compensation in U.S. Internet Companies

3.1. Compensation Structure

The compensation structure in American Internet business is a vibrant and complex system
developed to attract, retain, and motivate top skills in the evolving tech industry. This structure
includes numerous elements that accommodate the unique needs and competitive nature of the sector.
The foundation of settlement in U.S. internet companies is the base pay. This set quantity forms the
structure of an employee's earnings and reflects their abilities, experience, and job role within the
organization. It provides stability and monetary security to staff members, regardless of the business's
efficiency. To align the interests of employees with business success, stock choices, and equity grants
are typically provided. These grants supply employees with the right to acquire company shares at an
established cost, frequently described as the "strike rate.”" As the business's worth increases, workers
stand to acquire from the gratitude of these shares. This system ties their benefits directly to the
business's performance and long-term growth. Efficiency bonuses are performance-driven rewards
that reward workers for accomplishing specific goals or turning points. These rewards can be
connected to private, team, or company-wide efficiency metrics. Making use of performance perks
encourages performance, partnership, and a results-oriented mindset.

3.2. Executive Compensation

Executive compensation, specifically in the realm of Internet-based companies in the United States,
has long been a subject of analysis and argument. The payment plans granted to magnates, especially
CEOs and members of the board of directors, have actually drawn attention due to their substantial
figures and the intricate interaction of elements. The competitive nature of the technology industry
has driven businesses to offer substantial settlement plans to bring in and keep top skills. Internet
companies frequently argue that such settlement is essential to secure leaders with the vision and
competence to browse the rapidly developing landscape of innovation and development [9].
Additionally, these bundles are structured to align executives' interests with investors by connecting
a considerable part of their settlement to the business's performance. Executive settlement generally
includes several elements, including base salary, yearly bonus offers, stock choices, and other equity-
based incentives. The emphasis on equity aligns executive behavior with long-lasting business
success, as stock value ends up being a direct reflection of supervisory choices. Equity likewise
connects executive fortunes to those of shareholders, reducing the risk of shortsighted decision-
making [10].

Critics argue that the excessive settlement of magnates in U.S. Internet business adds to earnings
inequality and can produce a sense of unfairness amongst staff members. The focus on stock
efficiency may lead executives to prioritize short-term stock cost gains at the expense of sustainable,
long-lasting development. There are likewise issues that the complex settlement structures can
obscure the true worth of executive pay and make it challenging for investors to evaluate whether
executives are genuinely making their benefits. The outrageous settlement plans have actually
stimulated debates about corporate governance, investor rights, and the function of the board of
directors. Investors are significantly demanding transparency in executive pay decisions and a
stronger state in authorizing these packages. Regulative and legal steps focused on managing
executive payment could impact the dynamics of talent acquisition and retention within the market.
Moreover, businesses might need to reconsider their payment methods to strike a balance between
satisfying top skills and addressing social concerns about earnings inequality [ 11].

The executive compensation system in U.S. Internet business is a diverse concern, showing the
special obstacles and opportunities of the technology market. While high settlement packages are
often warranted by the need to protect and incentivize top skills, they also raise concerns about
fairness, corporate governance, and long-term development. Striking the right balance between
rewarding executives for their contributions and addressing societal concerns remains a challenge
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that both companies and regulators must grapple with in the pursuit of a more equitable and
sustainable business environment [12].

3.3. The Impact of Compensation Structure on Corporate Performance

The relationship between board director compensation and corporate performance is complex.
Research has shown that a well-designed compensation structure can positively influence decision-
making and contribute to better company performance. When directors' financial interests are closely
tied to the company's success, they are more likely to engage in strategic planning, risk management,
and effective oversight. However, the correlation between compensation and performance isn't
always straightforward. Critics argue that excessively high director compensation, especially when
not directly tied to performance metrics, can create misaligned incentives. In some cases, directors
may prioritize short-term gains over long-term sustainability, leading to decisions that boost stock
prices in the short run but harm the company's stability in the long term.

4. Case Study

4.1. Alphabet’s Director Compensation Changes

Alphabet Inc., the parent company of Google, has played a crucial role in shaping the digital
landscape. As a leading technology giant, it has not only revolutionized the way people access
information but has also raised questions about corporate governance, including executive and
director compensation. Usually, director compensation includes a mix of cash retainers, equity grants,
and other perks. These components are designed to align the interests of directors with those of
shareholders while attracting and retaining qualified individuals to oversee the company's strategic
direction.

Alphabet's approach to director compensation has likely progressed to several trends consisting of
a noteworthy focus on equity and money retainer. Among the significant trends in Alphabet's board
director settlement is the substantial focus on equity-based benefits. Over the past few years, the
business has significantly given stock alternatives and restricted stock systems (RSUs) to its directors.
These equity grants tie directors' payments to the business's efficiency in the stock market,
consequently aligning their interests with those of investors. In the fiscal year 2021, the value of
equity awards made up roughly 65% of the total settlement for independent directors. This aligns
directors' interests with long-term investor value and can promote a sense of ownership and
accountability.

Along with equity-based compensation, Alphabet offers its directors cash retainers as fixed
charges for their service. These retainers make sure that directors receive a standard payment for their
contributions to the business. The money retainer structure may differ based on the director's role
within the board, such as the Lead Independent Director or Committee Chair. It's crucial to keep in
mind that while equity-based compensation is connected to equipment efficiency, money retainers
supply a predictable income regardless of the business's market performance.

The total settlement for Alphabet's directors has actually experienced variations over the years. In
some circumstances, it has increased due to modifications in equity grants or committee
responsibilities, while in other years, it might have remained relatively steady. These fluctuations
show the vibrant nature of director settlement, affected by business efficiency, industry trends, and
corporate governance requirements.

Several factors could have driven modifications in director payment at Alphabet: For beginners,
progressing regulatory requirements, such as increased transparency in executive and director
payment, could have affected modifications in how Alphabet structures its payment packages for
directors. Second, director compensation can be tied to business efficiency metrics to align their
interests with investor worth development. As Alphabet's financial performance changes, the board
might adjust settlement to show the company's success or difficulties. Third, to encourage a focus on
long-lasting sustainability, businesses may introduce or modify equity-based payment parts that vest

508



Highlights in Business, Economics and Management EMFRM 2023
Volume 24 (2024)

gradually, making sure directors have a beneficial interest in the company's continuous success.
Companies frequently adjust their director payment to remain competitive within their industry.
Benchmarking versus peer business compensation practices helps make sure that director pay remains
attractive enough to retain and hire qualified board members.

The modifications in director compensation at Alphabet over the previous few years could have a
number of ramifications. As there's an increased emphasis on equity-based settlement, it might
cultivate higher positioning between directors and investors, as both parties gain from the company's
long-lasting success. Payment tied to efficiency metrics might incentivize directors to play a more
active function in assisting Alphabet's tactical choices and functional efficiency. Adjusting settlement
based on committee participation might attract individuals with specialized skills to add to particular
locations of corporate governance, possibly boosting the board's efficiency.

4.2. Alphabet's Board Director Compensation Trends

Based on the information on director payments over the previous couple of years, Alphabet
revealed an increasing focus on equity-based payment. This is likewise a widespread pattern within
the technology sector that more equity-based compensation is utilized to incentivize directors for
long-lasting growth and performance. Innovation businesses understood for their innovation and
growth potential, often utilize stock choices and RSUs to incentivize directors to prioritize long-term
value development. This aligns directors' interests with investors' interests and encourages tactical
decision-making. As a result, although the overall payment has experienced fluctuations, the general
trend is to increase overall director payment, making certain that the director pay remains attractive
to those board members.

5. Limitation and Outlook

The research study of board director payment modifications in Web companies is a significant area
of interest due to its influence on business governance, decision-making, and investor worth.
However, this research field has its restrictions and gaps that need to be addressed for a more
extensive understanding.

To start with, this study concentrates on a relatively short-term period, which may not catch the
long-lasting effects of board director compensation changes. To acquire a holistic view of the impact
on business efficiency and decision-making, there's a requirement for more longitudinal studies that
track compensation modifications over extended durations. Establishing a link between board director
settlement changes and particular outcomes can be difficult. Factors such as market patterns, financial
conditions, and company techniques can have an influence on both compensation decisions and
business performance. More extensive approaches are needed to identify causal relationships.

As an outcome, future research needs to embrace a long-term perspective to comprehend how
board director settlement modifications influence company performance and decision-making over
extended durations. This could include evaluating settlement changes across economic cycles and
different market conditions. In addition, employing innovative econometric methods, such as crucial
variables or regression discontinuity styles, can assist in developing causal relationships between
settlement changes and corporate outcomes. These techniques can control for confounding aspects
and supply more robust insights. In addition, employing advanced econometric methods, such as
instrumental variables or regression discontinuity designs, can help establish causal relationships
between compensation changes and corporate outcomes. These methods can control for confounding
factors and provide more robust insights.

6. Conclusion
The compensation policy for board directors in American internet companies revolves around

equity-based rewards, cash retainers, stock ownership guidelines, and performance-linked incentives.

509



Highlights in Business, Economics and Management EMFRM 2023
Volume 24 (2024)

Transparency, competitive benchmarking, and alignment with company strategy are essential
elements of this policy. This compensation structure aims to attract experienced directors, align their
interests with shareholders, and foster effective corporate governance in the rapidly evolving
landscape of the tech industry.

Taking Alphabet as an example, the study found that this company has undergone notable changes
in its director compensation over the past few years. Specifically, Alphabet has increasingly granted
stock options and restricted stock units (RSUs) to its directors as part of their compensation.
Alongside equity-based compensation, Alphabet provides cash retainers to directors, ensuring they
receive baseline compensation for their service. It can be concluded that Alphabet's emphasis on
equity-based compensation is a prevalent trend within the technology sector. The change in
compensation policies also demonstrates Alphabet's strategy of attracting and retaining experienced
directors who contribute to the company's strategic direction and long-term growth.

References

[1] Smith J.K, Johnson A.B. Compensation trends in the U.S. Internet industry. Journal of Technology
Management, 2020, 45 (2): 112-129.

[2] Williams M.R, Anderson C.D. Equity-based compensation practices in tech startups. Journal of
Compensation and Benefits, 2019, 28 (4): 210-225.

[3] Taylor E.L, Brown S.R. Performance-linked bonuses and innovation in the Internet sector. Management
Science, 2018, 64 (9): 4210-4227.

[4] White L.C, Clark R.M. The role of additional perks in attracting tech talent. Journal of Human Resources
Management, 2017, 32 (3): 187-202.

[5] Jensen M.C, Murphy K.J. Performance pay and top-management incentives. Journal of Political Economy,
1990, 98 (2): 225-264.

[6] Faleye O, Hoitash R, Hoitash U. The costs of intense board monitoring. Journal of Financial Economics,
2011, 101 (1): 160-181.

[7] Core J.E, Holthausen R.W, Larcker D.F. Corporate governance, chief executive officer compensation,
and firm performance. Journal of Financial Economics, 2006, 51 (3): 371-406.

[8] Bebchuk L.A, Fried J.M. Executive compensation as an agency problem. Journal of Economic
Perspectives, 2003, 17 (3): 71-92.

[9] Boyd B.K, Bergh D.D, Ketchen Jr D.J. Board composition and technological innovation. Journal of
Business Research, 2008, 88: 12-22.

[10] Gillan S.L, Starks L.T. The evolution of shareholder activism in the United States. Journal of Applied
Corporate Finance, 2007, 19 (1), 55-73.

[11] Kroll M, Walters B.A, Wright P. Toward a better understanding of director compensation: A study of
factors influencing pay and its consequences. Corporate Governance: An International Review, 2018, 26
(5): 333-345.

[12] Larcker D.F, McCall A.L, Ormazabal G. Director pay dynamics. The Journal of Finance, 2015, 70 (2):
921-951.

510



