






Anders Nyrén 
(first elected 2006) 

Member of the Finance 
Committee

Born 1954. Graduate of 
Stockholm School of Economics, 
Master of Business Administration 
from Anderson School of 
Management, UCLA, USA.

Board Chairman: Sandvik AB. 

Deputy Board Chairman: 
Svenska Handelsbanken AB.

Board Member: Svenska 
Cellulosa Aktiebolaget SCA, AB 
Industrivärden, SSAB, AB Volvo, 
Ernströmgruppen and Stockholm 
School of Economics.

Holdings in Ericsson 1): 6,686 Class B shares.

Principal work experience and other information: President and CEO 
of Industrivärden since 2001. CFO and EVP of Skanska AB 1997–2001. 
Director Capital Markets of Nordbanken 1996–1997. CFO and EVP of 
Securum AB 1992–1996. Managing Director of OM International AB 
1987–1992. Earlier positions at STC Scandinavian Trading Co AB and 
AB Wilhelm Becker.

Carl-Henric Svanberg
(first elected 2003)

Born 1952. Master of Science, 
Linköping Institute of Technology. 
Bachelor of Science in Business 
Administration, University of 
Uppsala. 

Board Chairman: BP p.l.c. 

Board Member: Melker Schörling 
AB.

Holdings in Ericsson 1): 3,234,441 
Class B shares.

Principal work experience and 
other information: President and 
CEO of Telefonaktiebolaget LM 
Ericsson 2003-2009. President 
and CEO of Assa Abloy AB 
1994–2003. Various positions within Securitas AB 1986–1994 and Asea 
Brown Boveri (ABB) 1977–1985. Member of the Steering Committee of 
the Global Alliance for Information and Communication Technologies 
and Development (GAID), the External Advisory Board of the Earth 
Institute at Columbia University and the Advisory Board of Harvard 
Kennedy School. Holds Honorary Doctorates at Luleå University of 
Technology and Linköping University. Recipient of the King of Sweden’s 
medal for his contribution to Swedish industry.

Hans Vestberg 
(first elected 2010)

Born 1965. Bachelor of Business 
Administration and Economics, 
University of Uppsala.

Board Chairman: ST-Ericsson and 
Svenska Handbollförbundet.

Board Member: Sony Ericsson 
Mobile Communications AB and 
Thernlunds AB. 

Holdings in Ericsson 1): 116,535 
Class B shares.

Principal work experience and 
other information: President 
and CEO of Telefonaktiebolaget 
LM Ericsson since January 
1, 2010. First Executive Vice 
President until December 31, 2009. Chief Financial Officer and Head of 
Group Function Finance until October 31, 2009. Previously Executive 
Vice President and Head of Business Unit Global Services. Various 
positions in the Group since 1988, including Vice President and Head 
of Market Unit Mexico and Head of Finance and Control in USA, Brazil 
and Chile. International advisor to the Governor of Guangdong, China 
and co-chairman of the Russian-Swedish Business Council. Member 
of the Broadband Commission for Digital Development, heading 
the broadband and climate-change workstream and member of the 
advisory board of the Digital Health Initiative.

Michelangelo Volpi 
(first elected 2010)

Born 1966. Bachelor of Science 
in Mechanical Engineering 
and Masters in Manufacturing 
Systems Engineering from 
Stanford University, USA. MBA 
from the Stanford Graduate 
School of Business, USA. 

Board Member: None.

Holdings in Ericsson 1): None.

Principal work experience and 
other information: Partner at 
Index Ventures since July 2009. 
Previously CEO of Joost Inc.. 
Various positions in Cisco from 
1994-2007, including Senior Vice 
President & General Manager of 
the Routing and Service Provider Technology Group and Chief Strategy 
Officer. Has also worked for Hewlett Packard in the optoelectronics 
division.

MEMBERS OF THE BOARD OF DIRECTORS

140 CORPORATE GOVERNANCE REPORT | Ericsson Annual Report 2011

1) The number of shares reflects ownership as of December 31, 2011 and includes holdings by related natural and legal persons, as well as holdings of any ADS, if applicable.

CGRXPARTX2XENX2011_v76.indd   140 2012-03-01   09.50



MEMBERS OF THE BOARD OF DIRECTORS

141Ericsson Annual Report 2011 | CORPORATE GOVERNANCE REPORT

MeMbers of the board of directors

Board members and deputies appointed by the unions

Pehr Claesson (first appointed 2008)

Employee representative, Member of the 
Finance Committee 

Born 1966. Appointed by the union The 
Swedish Association of Graduate Engineers. 

Holdings in Ericsson 1): 767 Class B shares.

Employed since 1997. Working with 
marketing and communication for Consulting 
and Systems Integration within Business Unit 
Global Services.

Jan Hedlund (first appointed 1994)

Employee representative, Member of the 
Audit Committee

Born 1946. Appointed by the union IF Metall. 

Holdings in Ericsson 1): 1,259 Class B 
shares. 

Employed since 1982. Previously working 
with model production mechanics within 
Business Unit Networks. Currently working 
full time as union representative.

Karin Åberg (first appointed 2007)

Employee representative, Member of the 
Remuneration Committee

Born 1959. Appointed by the union Unionen. 

Holdings in Ericsson 1): 2,289 Class B shares.

Employed since 1995. Working as a Service 
Engineer within the IT organization.

Kristina Davidsson  
(first appointed 2006)

Deputy employee representative

Born 1955. Appointed by the union IF Metall. 

Holdings in Ericsson 1): 1,369 Class B shares. 

Employed since 1995. Previously working 
as repairer within Business Unit Networks 
and currently working full time as union 
representative. 

Karin Lennartsson  
(first appointed 2010)

Deputy employee representative

Born 1957. Appointed by the union Unionen. 

Holdings in Ericsson 1): 404 Class B shares.

Employed since 1976. Working as Process 
Expert within Group Function Finance – 
Process Management.

Roger Svensson 
(first appointed 2011)

Deputy employee representative 

Born 1971. Appointed by the union The 
Swedish Association of Graduate Engineers.

Holdings in Ericsson 1): 6,031 Class B 
shares.

Employed since 1999. Working as Senior 
Specialist Test Strategy Power Amplifier 
within Business Unit Networks.

Hans Vestberg was the only Director who 
held an operational management position 
at Ericsson in 2011. No Director has been 
elected pursuant to an arrangement or 
understanding with any major shareholder, 
customer, supplier or other person.

At the Annual General Meeting 2011, Leif 
Johansson replaced Michael Treschow as 
Chairman of the Board of Directors and Jacob 
Wallenberg replaced Marcus Wallenberg as 
Deputy Chairman of the Board of Directors. 
Anna Guldstrand resigned as employee 
representative of the Board of Directors as 

of the date of the Annual General Meeting 
2011 and Pehr Claesson was appointed 
employee representative as of the same date 
(previously deputy employee representative). 
Roger Svensson was appointed new deputy 
employee representative as of the date of the 
Annual General Meeting 2011.

1) The number of shares reflects ownership as of December 31, 2011 and includes holdings by related natural and legal persons, as well as holdings of any ADS, if applicable.

CGRXPARTX2XENX2011_v76.indd   141 2012-03-01   09.50



MANAGEMENT

142 CORPORATE GOVERNANCE REPORT | Ericsson Annual Report 2011

ManageMent
The President/CEO and the Executive  
Leadership Team

The Board of Directors appoints the President and CEO and 
the Executive Vice Presidents. The President and CEO is 
responsible for the management of day-to-day operations 
and is supported by the Executive Leadership Team (ELT). In 
addition to the President and CEO, the ELT consists of heads 
of Group functions, heads of business units and heads of two 
of Ericsson’s regions. Up until December 21, 2011, the Chief 
Brand Officer was also part of the ELT.

The role of the ELT is to:

 > Establish a strong corporate culture, a long-term vision and 
Group strategies and policies, all based on objectives stated 
by the Board

 > Determine targets for operational units, allocate resources 
and monitor unit performance

 > Secure operational excellence and realize global synergies 
through efficient organization of the Group.

Remuneration to the Executive Leadership Team

A remuneration policy including guidelines on remuneration to 
the ELT was approved by the AGM 2011. For further information 
on fixed and variable remuneration, see the Remuneration 
Report and Notes to the Consolidated Financial Statements 
– Note C28, “Information Regarding Members of the Board 
of Directors, the Group management and Employees” in the 
Annual Report.

The Ericsson Group Management System 

Ericsson has a global management system, the Ericsson Group 
Management System (EGMS) to drive corporate culture and to 
ensure that the business is managed:

 > To fulfill the objectives of Ericsson’s major stakeholders 
(customers, shareholders, employees)

 > Within established risk limits and with reliable internal control

 > In compliance with relevant applicable laws, listing 
requirements, governance codes and corporate social 
responsibilities.

The EGMS is founded on ISO 9001 (International Standard for 
Quality management system) but is designed as a dynamic 
governance system, enabling Ericsson to adapt the system to 
evolving demands and expectations, including new legislation 
as well as customers’ and other stakeholders’ requirements. 
The management system is an important foundation and is 
continuously evaluated and improved.

Certificates are evidence from an independent body verifying 
that the operations fulfill defined requirements. As the EGMS 
is a global system, group-wide certificates can be issued by a 
third party certification body proving that the system is efficient 
throughout the whole organization. Ericsson has a number 
of certificates and is currently globally certified to ISO 9001 
(Quality) and ISO 14001 (Environment) and is in the process of 
obtaining global OHSAS 18001 (Health & Safety) certification. 
Ericsson is also ISO 27001 (information security) certified in 
selected units.

The EGMS comprises three elements:

 > Management and control

 > Ericsson business processes

 > Organization and resources.

MANAGEMENT AND CONTROL

Strategy and target setting

Ericsson’s strategy and target setting processes consider 
the demands and expectations of customers as well as other 
key stakeholders. The process facilitates the alignment of 
objectives and their measurement in activities at all levels of the 
organization.

Customers
Key Stakeholders

Business Environment

Ericsson Business Processes

Organization and Resources 

Management and Control
Vision Policies and Directives

Corporate Culture

Performance
Evaluation

Performance
Improvement

Objectives
Strategies Results

IT 

Satisfaction through 
Value Deliverables

Demands 
and Expectations

ERICSSON GROUP MANAGEMENT SySTEM
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Ericsson uses balanced scorecards as tools for translating 
strategic objectives into a set of performance indicators for its 
operational units. Based on the annual strategy work, these 
scorecards are updated with targets for each unit for the next 
year and are communicated throughout the organization. 

Group policies and directives

Group-wide policies and directives govern how the organization 
works and are core elements in managing and controlling 
Ericsson. The policies and directives include a Code of 
Business Ethics, a Code of Conduct and accounting and 
reporting directives to fulfill external reporting requirements 
and the Sarbanes-Oxley Act. The Group Steering Documents 
Committee secures that the policies and directives cover 
relevant issues; that they are aligned and consistent with Group 
strategies, values and structures; and that they are not in 
conflict with legal and regulatory requirements.

ERICSSON BUSINESS PROCESSES

As a market leader, Ericsson utilizes the competitive advantages 
that are gained through global scale and has implemented 
common processes and IT tools across all operational units 
worldwide. Customer requirements are identified, clarified and 
formalized in Ericsson Business Processes where requirements 
transform from theory to reality. Through management and 
continuous improvement of processes and IT tools, Ericsson 
reduces costs with efficient and effective process flows and 
with standardized internal controls and performance indicators.

ORGANIzATION AND RESOURCES

Company structure

Ericsson is operated in two dimensions: one operational 
structure and one legal structure. 

The operational structure aligns accountability and authority 
regardless of country borders and supports the process flow 
with cross-country operations. There are four business units and 
ten regions. Group functions coordinate Ericsson’s strategies, 

operations and resource allocation and define the necessary 
directives, processes and organization for the effective 
governance of the Group.

The legal structure is the basis for legal requirements and 
responsibility as well as for tax and statutory reporting purpose. 
There are more than 200 legal entities within the Ericsson Group 
with representation (via legal entities, branch and representative 
offices) in more than 140 countries. 

Risk management

Ericsson’s risk management is integrated with the business and 
its operational processes, and is a part of the EGMS to ensure 
accountability, effectiveness, efficiency, business continuity 
and compliance with corporate governance, legal and other 
requirements. The Board of Directors is also actively engaged in 
the Company’s risk management. Risks related to set long-term 
objectives are discussed and strategies are formally approved 
by the Board as part of the annual strategy process. Risks 
related to annual targets for the Company are also reviewed 
by the Board and then monitored continuously during the year. 
Certain transactional risks require specific Board approval, 
e.g. acquisitions, management remuneration, borrowing or 
customer finance in excess of pre-defined limits. 

STRATEGIC AND TACTICAL RISKS

Strategic risks constitute the highest risk to the Company 
if not managed properly as they could have a long-term 
impact. Ericsson therefore reviews its long-term objectives, 
main strategies and business scope on an annual basis and 
continuously works on its tactics to reach these objectives and 
to mitigate any risks identified.

In the annual strategy and target setting process, objectives 
are set for the next five years. Risks and opportunities are 
assessed and strategies are developed to achieve the objectives. 
The strategy process in the Company is well established and 
involves regions, business units and Group functions. The 
strategy is finally summarized and discussed in a yearly Global 
Leadership Summit with approximately 250 managers from all 

STRATEGIC, TARGET SETTING AND RISK MANAGEMENT CyCLE

Target Setting 
Related risk identification and 
mitigation (12 month horizon)

Board Target Approval
Review of one-year risks     

Board Strategy Approval
Review of long-term risks

Region &
Account Planning    

      Leadership Summit on Strategy

Group Management Strategy directives
Quantitative and qualitative situation analysis

Group Strategy Development
(five-year perspective)

New Business 
Development

Jan

Feb

Mar

Apr

JunJul

Aug

Sep

Oct

Nov

Dec

May

Q4 Q1

Q2Q3

Board quarterly risk monitoring

Business Unit & Group
Function strategy planning
Strategic risk identification and mitigation
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parts of the business. By involving all parts of the business in the 
process, potential risks are identified early and mitigating actions 
can be incorporated in the strategy and in the annual target 
process following the finalization of the strategy. 

Technology development, industry and market fundamentals 
and the development of the economy are key components 
in the evaluation of risks related to Ericsson’s long-term 
objectives. 

The outcome from the strategy process forms the basis for 
the annual target process which involves regions, business 
units and Group functions. Risks and opportunities linked to 
the targets are identified as part of this process together with 
actions to mitigate the identified risks. Follow-up of targets, 
risks and mitigating actions are reported and discussed 
continuously in business unit and region steering groups and 
are reviewed by the Board of Directors. 

The Company has been using the Balanced Scorecard 
concept to structure its targets, risks and opportunities for 
many years. For 2011 risks and opportunities were identified 
and analyzed in the three balanced scorecard perspectives. For 
more information on risks related to Ericsson’s business, see 
the chapter “Risk Factors” in the Annual Report.

Operational and financial risks

Operational risks are owned and managed by operational units. 
Risk management is embedded in various process controls, 
such as decision tollgates and approvals. Certain cross-process 
risks are centrally coordinated, such as information security, 
IT security, corporate responsibility and business continuity 
and insurable risks. Financial risk management is governed by 
a Group policy and carried out by the Treasury and Customer 
Finance functions, both supervised by the Finance Committee. 
The policy governs risk exposures related to foreign exchange, 
liquidity/financing, interest rates, credit risk and market price 
risk in equity instruments. For further information on financial 
risk management, see Notes to the Consolidated Financial 

Statements – Note C14, “Trade Receivables and Customer 
Finance”, Note C19, “Interest-Bearing Liabilities” and Note C20, 
“Financial Risk Management and Financial Instruments” in the 
Annual Report. 

COMPLIANCE RISKS

Ericsson has implemented Group policies and directives to 
ensure compliance with applicable laws and regulations, 
including a Code of Business Ethics and a Code of Conduct. 
Risk management is integrated in the Company’s business 
processes. Policies and controls are implemented to ensure 
compliance with financial reporting standards and stock market 
regulations, such as the US Sarbanes-Oxley Act.

MONITORING AND AUDITS

Company management monitors the compliance with policies, 
directives and processes through internal self-assessment 
within all units. This is complemented by internal and external 
audits. External financial audits are performed by PwC, and 
ISO/management system audits by Det Norske Veritas, DNV 
and Intertek. Internal audits are performed by the company’s 
internal audit function which reports to the Audit Committee. 
Audits of suppliers are also conducted in order to secure 
compliance with agreed key performance indicators and 
Ericsson’s Code of Conduct which is mandatory for suppliers to 
the Ericsson Group. 

RISK MITIGATION

Significant activities ongoing in order to mitigate risks are:

 > Establish flexibility to cost-effectively accommodate for 
fluctuations in demand

 > Conduct regular Supplier Code of Conduct audits

 > Efficient business continuity management

 > Corporate governance training as needed

 > Continuous monitoring of information systems to guard 
against data breaches.

Preparations Establish gross list Prioritize risks Assign responsibility Manage risks

Leadership Team meeting and workshop

Compile input:
> Business plan/growth 

plan SWOT and risks
> Previously identified risks
> Scorecard and target 

descriptions
> Preparatory meeting/ 

workshop
> Business continuity 

management for local 
operation

Consider each scorecard 
perspective
Consider risk areas to make 
additions to list:
> External environment 

(e.g. political risk)
> Customers
> Competitors
> Suppliers/subcontractors
> Internal operations
> Competence
> Contractual conditions
> Product roadmaps

> Group similar risks together
> Rank
> Prioritize

> Assign responsibility for 
managing each top risk to a 
member of the leadership 
team

> Develop mitigation 
actions (member of the 
leadership team)

> Secure risk reviews in 
connection with 
performance reviews

PROCESS TO IDENTIFy AND MANAGE OPERATIONAL RISKS FOR REGIONS, BUSINESS UNITS AND GROUP FUNCTIONS
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MeMbers of the eXecUtiVe 
LeadershiP teaM

1. Hans Vestberg

2. Jan Frykhammar

3. Magnus Mandersson

4. Johan Wibergh

5. Cesare Avenia 

6. Per Borgklint

7. Bina Chaurasia

8. Håkan Eriksson

9. Douglas L. Gilstrap 

10. Nina Macpherson

11. Helena Norrman

12. Mats H. Olsson

13. Rima Qureshi

14. Angel Ruiz

15. Jan Wäreby

1

5

15 10

8
7

12
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9

2
3 4

6
14
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Hans Vestberg
President and CEO (since 2010). 

Born 1965.

Bachelor of Business Administration and Economics, University of 
Uppsala.  

Board Chairman: ST-Ericsson and Svenska Handbollförbundet.

Board member: Telefonaktiebolaget LM Ericsson, Sony Ericsson 
Mobile Communications AB and Thernlunds AB.

Holdings in Ericsson 1): 116,535 Class B shares. 

Background: First Executive Vice President until December 31, 2009. 
Chief Financial Officer and Head of Group Function Finance until 
October 31, 2009. Previously Executive Vice President and Head of 
Business Unit Global Services. Various positions in the Group since 
1988, including Vice President and Head of Market Unit Mexico and 
Head of Finance and Control in USA, Brazil and Chile. International 
advisor to the Governor of Guangdong, China and co-chairman of 
the Russian-Swedish Business Council. Member of the Broadband 
Commission for Digital Development, heading the broadband and 
climate-change workstream, and member of the advisory board of the 
Digital Health Initiative. 

Jan Frykhammar
Executive Vice President and Chief Financial Officer  
and Head of Group Function Finance (since 2009).

Born 1965.

Bachelor of Business Administration and Economics, University of 
Uppsala. 

Board member: Sony Ericsson Mobile Communications AB, 
ST-Ericsson and the Swedish International Chamber of Commerce.

Holdings in Ericsson 1): 6,837 Class B shares.

Background: Previously Senior Vice President and Head of Business 
Unit Global Services. Various positions within Ericsson including Sales 
and Business Control in Business Unit Global Services, CFO in North 
America and Vice President, Finance and Commercial within the Global 
Customer Account Vodafone.

Magnus Mandersson
Executive Vice President (since November 1, 2011) 
and Head of Business Unit Global Services (since 2010).

Born 1959.

Bachelor of Business Administration, University of Lund.

Deputy board member: Sony Ericsson Mobile Communications AB.

Holdings in Ericsson 1): 12,875 Class B shares.

Background: Previously Head of Business Unit CDMA, Market Unit 
Northern Europe, Global Customer Account Deutsche Telekom AG and 
Product Area Managed Services. Has also been President and CEO of 
SEC/Tele2 Europe and COO of Millicom International Cellular S.A.

Johan Wibergh
Executive Vice President (since 2010) 
and Head of Business Unit Networks (since 2008).

Born 1963.

Master of Computer Science, Linköping Institute of Technology. 

Board member: ST-Ericsson, Confederation of Swedish Enterprise, 
Royal Institute of Technology and Teknikföretagen.

Deputy board member: Sony Ericsson Mobile Communications AB.

Holdings in Ericsson 1): 28,655 Class B shares.

Background: President of Ericsson Brazil, President of Market Unit 
Nordic and Baltics and Vice President and Head of Sales at Business 
Unit Global Services.

Cesare Avenia 
Chief Brand Officer (from 2010 up until December 21, 2011).

Born 1950.

Bachelor of Electronics engineering, University of Naples, Italy. 

Board member: Sony Ericsson Mobile Communications Italy S.p.A, 
member of the Steering Committee for Innovation and Technology 
Services within the Association of Telecom service providers within 
Confindustria, the National Association of Industrialists in Italy. 

Holdings in Ericsson 1): 11,704 Class B shares.

Background: Previously Head of Market Unit Italy and Market Unit 
South East Europe.

Per Borgklint
Senior Vice President and Head of Business Unit Multimedia (since 
June 7, 2011).

Born 1972.

Master of Science in Business Administration, Jönköping International 
Business School.

Holdings in Ericsson 1): None.

Background: Previously CEO of Net1 (Ice.net), Canal Plus Nordic and 
Versatel. Has also held several leading positions at Tele2.

Bina Chaurasia
Senior Vice President and Head of Group Function Human Resources 
and Organization (since 2010).

Born 1962.

Master of Science in Management and Human Resources, Ohio State 
University and Master of Arts in Philosophy, University of Wisconsin.

Holdings in Ericsson 1): 14,735 Class B shares.

Background: Joined Ericsson from Hewlett Packard, where she was 
Vice President of Global Talent Management. Has held senior HR 
leadership roles at Gap, Sun Microsystems and PepsiCo/Yum.

1)  The number of shares reflects ownership as of December 31, 2011 and includes holdings by related natural and legal persons, as well as holdings of any ADS, if applicable.
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Håkan Eriksson
Senior Vice President, Chief Technology Officer, Head of Group 
Function Technology & Portfolio Management (since 2003) 
and Head of Ericsson in Silicon Valley (since 2010). 

Born 1961.

Master of Science and Honorary Ph D, Linköping Institute of 
Technology. 

Board member: Vestas Wind Systems A/S.

Holdings in Ericsson 1): 40,696 Class B shares.

Background: Previously Senior Vice President and Head of Research 
and Development. Has held various positions within Ericsson since 
1986. Member of the Royal Swedish Academy of Engineering Sciences.

Douglas L. Gilstrap 
Senior Vice President and Head of Group Function Strategy (since 
2009).

Born 1963.

Bachelor of Accounting, University of Richmond and Master of 
Business Administration, Emory University, Atlanta. Executive program 
at INSEAD, France.

Board member: TM Forum. 

Deputy board member: Sony Ericsson Mobile Communications AB, 
ST-Ericsson.

Holdings in Ericsson 1): 5,069 Class B shares.

Background: Has held various global managerial positions within the 
telecommunications sector for more than 15 years. 

Nina Macpherson
Senior Vice President, General Counsel and Head of Group Function 
Legal Affairs (since January 1, 2011)

Born 1958. 

Master of Laws, LL M, University of Stockholm.

Board member: The Swedish Anti-Corruption Institute and the 
Association for Listed Companies.

Holdings in Ericsson 1): 4,508 Class B shares.

Background: Previously Vice President and Deputy Head of Group 
Function Legal Affairs at Ericsson. Previous positions also include 
private practice and in-house attorney. Member of the Swedish 
Securities Council.

Helena Norrman
Senior Vice President and Head of Group Function Communications 
(since May 23, 2011).

Born 1970.

Master of International Business Administration, Linköping University.

Holdings in Ericsson 1): 4,619 Class B shares.

Background: Previously Vice President, Communications Operations 
at Group Function Communications at Ericsson. Has held various 
positions within Ericsson’s global communications organization since 
1998. Previous positions as communications consultant.

Mats H. Olsson
Head of Region China & North East Asia (since 2010).

Born 1954.

Master of Business Administration from the Stockholm School of 
Economics.

Board member: Sony Ericsson Mobile Communications (China) Co. Ltd. 

Holdings in Ericsson 1): 50,547 Class B shares.

Background: Also International Economic Advisor to a number of 
Chinese provincial and municipal governments. Previously Head of 
Market Unit Greater China. Has held various executive positions across 
Asia-Pacific over the last 25 years. Appointed President of Ericsson 
Greater China in 2004, with overall responsibility for Mainland China, 
Hong Kong, Macao and Taiwan.

Rima Qureshi
Senior Vice President and Head of Business Unit  
CDMA Mobile Systems (since 2010).

Born 1965.

Bachelor of Information Systems and Master of Business 
Administration, McGill University, Montreal, Canada. 

Board member: MasterCard Incorporated.

Holdings in Ericsson 1): 3,477 Class B shares.

Background: Also serves as head of Ericsson Response. Previously 
Vice President of Strategic Improvement Program and Vice President 
Product Area Customer Support. Has held various positions within 
Ericsson since 1993.

Angel Ruiz
Head of Region North America (since 2010). 

Born 1956.

Bachelor of Electrical Engineering, University of Central Florida and 
Master of Management Science and Information Systems, Johns 
Hopkins University, USA.

Board member: CTIA, Sony Ericsson Mobile Communications (USA) Inc.

Holdings in Ericsson 1): 23,023 Class B shares. 

Background: Joined Ericsson in 1990 and has held a variety of sales 
and managerial positions within the Company, including heading up 
the global account teams for Cingular/SBC/BellSouth (now AT&T). Was 
appointed President of Ericsson North America in 2001.

Jan Wäreby
Senior Vice President and Head of Sales and Marketing (since 
January 1, 2011).

Born 1956.

Master of Science, Chalmers University, Göteborg. 

Board member: Sony Ericsson Mobile Communications AB, 
ST-Ericsson. 

Holdings in Ericsson 1): 55,617 Class B shares.

Background: Senior Vice President and Head of Business Unit 
Multimedia and Executive Vice President and Head of Sales and 
Marketing for Sony Ericsson Mobile Communications.

Up until May 23, 2011, Henry Sténson, former Senior Vice President and Head of Group Function Communications, was a member of the Executive 
Leadership Team.

1)  The number of shares reflects ownership as of December 31, 2011 and includes holdings by related natural and legal persons, as well as holdings of any ADS, if applicable.
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aUditors
According to the Articles of Association, the Parent Company 
shall have no less than one and no more than three registered 
public accounting firms as external independent auditors. 
Pursuant to the Swedish Companies Act, the mandate period of 
an auditor shall be one year, unless the Articles of Association 
provides for a longer mandate period up to four years. The 
auditors report to the shareholders at General Meetings.

The duties of the auditors include the following:

 > Updating the Board of Directors regarding the planning, 
scope and content of the annual audit

 > Examining the interim and year-end financial statements to 
assess accuracy and completeness of the accounts and 
adherence to accounting standards and policies

 > Advising the Board of Directors of non-audit services 
performed, the consideration paid and other issues that 
determine the auditors’ independence. 

For further information on the contacts between the Board and 
the auditors, please see “Work of the Board of Directors” earlier 
in this Corporate Governance Report.

All Ericsson’s quarterly financial reports are reviewed by the 
auditors.

Current auditors

PricewaterhouseCoopers AB was elected auditor at the AGM 
2011 for a period of one year, i.e. until the close of the AGM 
2012.

PricewaterhouseCoopers AB has appointed Peter Nyllinge, 
Authorized Public Accountant, to serve as auditor in charge. 

Fees to the auditors

Ericsson paid the fees (including expenses) for audit-
related and other services listed in the table in Notes to the 
Consolidated Financial Statements – Note C30, “Fees to 
Auditors” in the Annual Report.

internaL controL oVer 
financiaL rePorting 2011
This section has been prepared in accordance with the Annual 
Accounts Act and the Swedish Corporate Governance Code 
and is limited to internal control over financial reporting. 

Since Ericsson is listed in the United States, the 
requirements outlined in the Sarbanes-Oxley Act (SOX) apply. 
These regulate the establishment and maintenance of internal 
controls over financial reporting as well as management’s 
assessment of the effectiveness of the controls.

In order to support high quality reporting and to meet the 
requirement of SOX, the Company has implemented detailed 
documented controls and testing and reporting procedures 
based on the COSO framework for internal control. The 
COSO framework is issued by the Committee of Sponsoring 
Organizations of the Treadway Commission.

Management’s internal control report according to SOX will 
be included in Ericsson’s Annual Report on Form 20-F and filed 
with the SEC in the United States.

During 2011, the Company has included operations of 
acquired entities as well as continued to improve the design 
and execution of its financial reporting controls.

Disclosure policies

Ericsson’s financial disclosure policies aim to ensure 
transparent, relevant and consistent communication with the 
equity and debt investors on a fair and equal basis. This will 
support a fair market value for Ericsson shares. Ericsson wants 
current and potential investors to have a good understanding 
of how the Company works, including operational performance, 
prospects and potential risks.  

To achieve these objectives, financial reporting and 
disclosure must be:

 > Transparent – enhancing understanding of the economic 
drivers and operational performance of the business, 
building trust and credibility

 > Consistent – comparable in scope and level of detail to 
facilitate comparison between reporting periods

 > Simple – to support understanding of business operations 
and performance and to avoid misinterpretations

 > Relevant – with focus on what is relevant to Ericsson’s 
stakeholders or required by regulation or listing agreements, 
to avoid information overload

 > Timely – with regular scheduled disclosures as well as 
ad-hoc information, such as press releases on important 
events, performed on a timely basis

 > Fair and equal – where all material information is published 
via press releases to ensure that the whole investor 
community receives the information at the same time

 > Complete, free from material errors and a reflection of best 
practice – disclosure is compliant with applicable financial 
reporting standards and listing requirements and in line with 
industry norms. 
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Ericsson’s website (www.ericsson.com/investors) comprises 
comprehensive information on the Group, including:

 > An archive of annual and interim reports

 > On-demand access to recent news 

 > Copies of presentations given by senior management at 
industry conferences.

(Information on the Ericsson website does not form part of this 
Report.)

Disclosure controls and procedures 

Ericsson has controls and procedures in place to ensure timely 
information disclosure under applicable laws and regulations, 
including the US Securities Exchange Act of 1934 and under 
agreements with NASDAQ OMX Stockholm and NASDAQ 
New York. These procedures also ensure that such information 
is provided to management, including the CEO and CFO, so 
timely decisions can be made regarding required disclosure.

The Disclosure Committee comprises members with various 
expertise. It assists managers in fulfilling their responsibility 
regarding disclosures made to the shareholders and the 
investment community. One of the main tasks of the committee 
is to monitor the integrity and effectiveness of the disclosure 
controls and procedures.

Ericsson has investments in certain entities that the 
Company does not control or manage. With respect to such 
entities, disclosure controls and procedures are substantially 
more limited than those maintained with respect to subsidiaries. 

During the year, Ericsson’s President and CEO and the 
CFO evaluated the disclosure controls and procedures and 
concluded that they were effective at a reasonable assurance 
level as at December 31, 2011.

During the period covered by the Annual Report 2011, there 
were no changes to the disclosure controls and procedures that 
have materially affected, or are likely to materially affect, the 
internal control over financial reporting. 

Internal control over financial reporting

Ericsson has integrated risk management and internal 
control into its business processes. As defined in the COSO 
framework, internal control is an aggregation of components 
such as a control environment, risk assessment, control 
activities, information and communication and monitoring.

Control environment

The Company’s internal control structure is based on the 
division of tasks between the Board of Directors and its 
Committees and the President and CEO. The Company has 
implemented a management system that is based on: 

 > Steering documents, such as policies, directives and a Code 
of Business Ethics

 > A strong corporate culture

 > The Company’s organization and mode of operations, with 
well-defined roles and responsibilities and delegations of 
authority

 > Several well-defined group-wide processes for planning, 
operations and support.

The most essential parts of the control environment relative 
to financial reporting are included in steering documents 
and processes for accounting and financial reporting. These 
steering documents are updated regularly to include, among 
other things:

 > Changes to laws

 > Financial reporting standards and listing requirements, such 
as IFRS and SOX.

The processes include specific controls to be performed 
to ensure high quality reports. The management of each 
reporting legal entity, region and business unit is supported by 
a financial controller function with execution of controls related 
to transactions and reporting. The financial controller functions 
are organized in a number of Company Control Hubs, each 
supporting a number of legal entities within a geographical 
area. A financial controller function is also established on Group 
level, reporting to the CFO. 

Risk assessment

Risks of material misstatements in financial reporting may exist 
in relation to recognition and measurement of assets, liabilities, 
revenue and cost or insufficient disclosure. Other risks related 
to financial reporting include fraud, loss or embezzlement of 
assets and undue favorable treatment of counterparties at the 
expense of the Company. 

Policies and directives regarding accounting and financial 
reporting cover areas of particular significance to support 
correct, complete and timely accounting, reporting and 
disclosure.

Identified types of risks are mitigated through well-defined 
business processes with integrated risk management activities, 
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segregation of duties and appropriate delegation of authority. 
This requires specific approval of material transactions and 
ensures adequate asset management. 

Control activities

The Company’s business processes include financial 
controls regarding the approval and accounting of business 
transactions. The financial closing and reporting process has 
controls regarding recognition, measurement and disclosure. 
These include the application of critical accounting policies 
and estimates, in individual subsidiaries as well as in the 
consolidated accounts. 

Regular analyses of the financial results for each subsidiary, 
region and business unit cover the significant elements of 
assets, liabilities, revenues, costs and cash flow. Together 
with further analysis of the consolidated financial statements 
performed at Group level, this ensures that the financial reports 
do not contain material errors.

For external financial reporting purposes, additional 
controls performed by the Disclosure Committee ensure that all 
disclosure requirements are fulfilled. 

The Company has implemented controls to ensure that 
the financial reports are prepared in accordance with its 
internal accounting and reporting policies and IFRS as well 
as with relevant listing regulations. It maintains detailed 
documentation on internal controls related to accounting and 
financial reporting. It also keeps records on the monitoring of 
the execution and results of such controls. This ensures that the 
CEO and CFO can assess the effectiveness of the controls in a 
way that is compliant with SOX.

Entity-wide controls, focusing on the control environment 
and compliance with the financial reporting policies and 
directives, are implemented in all subsidiaries. Detailed process 
controls and documentation of controls performed are also 
implemented in almost all subsidiaries, covering all items with 
significant materiality and risk.

In order to secure compliance, governance and risk 
management in the areas of legal entity accounting and 
taxation, as well as securing funding and equity levels, the 
Company operates through a Company Control hub structure, 
covering subsidiaries in each respective geographical area.

Based on a common IT platform, a common chart of 
account and common master data, the hubs and shared 
services centers perform accounting and financial reporting 
services for most subsidiaries.

Information and communication

The Company’s information and communication channels 
support complete, correct and timely financial reporting by 

making all relevant internal process instructions and  
policies accessible to all the employees concerned. Regular 
updates and briefing documents regarding changes in 
accounting policies, reporting and disclosure requirements  
are also supplied.

Subsidiaries and operating units prepare regular financial 
and management reports to internal steering groups and 
Company management. These include analysis and comments 
on financial performance and risks. The Board of Directors 
receives financial reports monthly. The Audit Committee of the 
Board has established a whistleblower procedure for reporting 
violations in accounting, internal controls and auditing matters.

Monitoring

The Company’s process for financial reporting is reviewed 
annually by the management. This forms a basis for evaluating 
the internal management system and internal steering 
documents to ensure that they cover all significant areas related 
to financial reporting. The shared service center and company 
control hub management continuously monitors accounting 
quality through a set of performance indicators. Compliance 
with policies and directives is monitored through annual 
self-assessments and representation letters from heads and 
company controllers in all subsidiaries as well as in business 
units and regions. 

The Company’s financial performance is also reviewed 
at each Board meeting. The Committees of the Board fulfill 
important monitoring functions regarding remuneration, 
borrowing, investments, customer finance, cash management, 
financial reporting and internal control. The Audit Committee 
and the Board of Directors review all interim and annual 
financial reports before they are released to the market. The 
Company’s internal audit function, which reports to the Audit 
Committee, performs independent audits. The Audit Committee 
also receives regular reports from the external auditor. The 
Audit Committee follows up on any actions taken to improve or 
modify controls.

BOARD OF DIRECTORS

Stockholm, February 24, 2012
Telefonaktiebolaget LM Ericsson (publ)

Org. no. 556016–0680
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aUditors’ rePort on the corPorate goVernance rePort

To the Annual General Meeting of the shareholders in 
Telefonaktiebolaget LM Ericsson (publ), corporate identity 
number 556016-0680.

It is the Board of Directors who is responsible for the 
corporate governance report for the year 2011 and that it has 
been prepared in accordance with the Annual Accounts Act.

As a basis for our opinion that the corporate governance 

report has been prepared and is consistent with the annual 
accounts and the consolidated accounts, we have read the 
corporate governance report and assessed its statutory content 
based on our knowledge of the company.

In our opinion, the corporate governance report has been 
prepared and its statutory content is consistent with the annual 
accounts and the consolidated accounts.

Stockholm 24 February, 2012

 Peter Nyllinge Johan Engstam
 Authorized Public Accountant Authorized Public Accountant

 PricewaterhouseCoopers AB PricewaterhouseCoopers AB 

 Auditor in Charge 
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IntroductIon

IntroductIon
This report outlines how the remuneration policy is implemented 
throughout Ericsson in line with corporate governance best 
practice, with specific references to Group management. To 
begin with, the work of the Remuneration Committee 2011 and 
the remuneration policy are explained, followed by descriptions 
of plans and approaches. 

This report also includes information on how the 
remuneration programs have been evaluated and draws 
conclusions from that. More details of the remuneration of 
Group management and Board members’ fees can be found 
in the Notes to the Consolidated Financial Statements – Note 
C28, “Information regarding members of the Board of Directors, 
the Group management and employees” (Note C28). 

the remuneratIon 
commIttee
The Remuneration Committee advises the Board of Directors 
on an ongoing basis on the remuneration of the Executive 
Leadership Team (ELT). This includes fixed salaries, pensions, 
other benefits and short-term and long-term variable 
remuneration, all in the context of pay and employment 
conditions throughout Ericsson. The Remuneration Committee 
also: 

 > Approves variable remuneration outcomes for the ELT 

 > Prepares remuneration related proposals for Board and 
shareholder approval 

 > Develops and monitors the remuneration policy, strategies 
and general guidelines for employee remuneration. 

The Remuneration Committee’s work is the foundation for the 
governance of Ericsson’s remuneration processes together 
with Ericsson’s internal systems and audit controls. The 
Committee is chaired by Leif Johansson and its other members 
are Börje Ekholm, Nancy McKinstry, and Karin Åberg. All the 
members are non-executive directors, independent (except 

for the employee representative) as required by the Swedish 
Corporate Governance Code and have relevant knowledge and 
experience of remuneration matters. 

The Company’s General Counsel acts as secretary to 
the Committee. The Chief Executive Officer, the Senior Vice 
President, Head of Human Resources and Organization and the 
Vice President, Head of Total Rewards attend the Remuneration 
Committee meetings by invitation and assist the Committee in  
its considerations, except when issues relating to their own 
remuneration are being discussed.

The Remuneration Committee has appointed an 
independent expert advisor, Piia Pilv, to assist and advise 
the Committee. The independent advisor provided no other 
services to the Company during 2011. The Remuneration 
Committee is also provided with national and international pay 
data collected from external survey providers and can call on 
other independent expertise, should it so require. The Chairman 
continues to ensure that contact is maintained, as necessary 
and appropriate, with principal shareholders on the subject of 
remuneration.

The purpose and function of the Remuneration Committee 
will remain going forward and its responsibilities can be found 
on the Ericsson website*. These responsibilities, together with 
the remuneration policy, are reviewed and evaluated annually in 
light of matters such as changes to corporate governance best 
practice or changes to accounting, legislation, political opinion 
or business practices among peers. This helps to ensure that 
the policy continues to provide Ericsson with a competitive 
remuneration strategy. 

The guidelines for remuneration to the ELT is, in accordance 
with Swedish law, brought to shareholders annually for 
approval.

contents
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of	dIrectors	 156

remuneratIon polIcy
Remuneration at Ericsson is based on the principles 
of performance, competitiveness and fairness. 
The remuneration policy, together with the mix of 
remuneration elements, is designed to reflect these 
principles by creating a balanced remuneration package. 
The policy for 2011 can be found in Note C28. The 
auditor’s report regarding whether we have complied with 
the guidelines for compensation to the ELT during 2011 is 
posted on the Ericsson website*.

remuneratIon report

* Information on the Ericsson website (www.ericsson.com) does not form part of 
this Report.
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remuneratIon 2011
The Remuneration Committee met eight times during the 
year. The winter meetings focused on following up on results 
from the 2010 variable remuneration programs and preparing 
proposals to shareholders for the 2011 Annual General Meeting 
(AGM). During the spring the committee considered feedback 
from the AGM and remuneration to new members of the ELT 
were established. In the fall when the new independent advisor 
was appointed the scope of the independent advisor role was 
reviewed. 

The committee continued with a review of the remuneration 
strategy with focus on the Long-Term Variable remuneration 
plans, the Short-Term Variable remuneration plans and levels of 
fixed compensation. It was concluded that the committee will 
recommend to continue the Long-Term Variable remuneration 
plan without any substantial changes based on feedback from 
investors, market analysis and global trend analyses. The 
Committee has also considered market trends, target setting, 
its working arrangements and corporate governance. 

As of 2011 a new initiative for the ELT was introduced by the 
Committee. On a voluntary basis ELT members may participate 
in a wellness program that provides proactive and individual 
coaching and training. ELT members have large responsibilities, 
substantial travel and heavy workloads. The purpose of the 
program is to actively reduce their health risks. 

evaluation	of	remuneration	policy	and	plans

The Remuneration Committee has supported the Board with 
the review and evaluation of remuneration policy and practice. 
As described later in this report, all remuneration elements and 

levels are evaluated through benchmarking against market data 
provided by external sources. Analyses of market data, as well 
as of attrition data, show that Ericsson is in general competitive 
in local markets and that total remuneration is appropriate and 
not excessive. 

The remuneration policy is evaluated annually. This is in 
light of the long-term strategy as well as the Remuneration 
Committee’s overview of total remuneration and each individual 
remuneration element. The Committee has concluded and the 
Board has decided that the remuneration policy remains valid 
and right for Ericsson and should not be materially changed for 
2012.

To enhance the understanding of how Ericsson translates 
remuneration principles and policy into practice, an internal 
remuneration website was launched in January 2011. The 
site contains e-learning and training programs targeted at line 
managers. It supports more informed decisions and better 
communication to the wider employee population.

Extensive analyses of local market data for each position 
in the ELT have been conducted. Decisions on remuneration 
increases for the ELT have been taken by the Remuneration 
Committee. The work is also reviewed by the independent 
advisor to the Committee.

In its evaluation of the Long-Term Variable remuneration 
plan the Remuneration Committee concluded that the plan 
fulfills the defined objectives of the Stock Purchase Plan, 
namely to promote “One Ericsson” and to align the interests 
of employees with those of shareholders. The participation 
rate as of December 1, 2011 was 30%, compared to 27% as 
of December 1, 2010. The evaluation conducted also confirms 
that the Key Contributor Retention Plan meets the purpose of 

summarIes	of	2011	short	and	lonG-term	VarIaBle	remuneratIon

What	we	call	it What	is	it? What	is	the	objective? Who	participates? how	is	it	earned?

short	term:	remuneration	delivered	over	12	months	or	less

Fixed salary Fixed remuneration paid at 
set times 

Attract and retain employees, 
delivering part of annual 
remuneration in a predictable 
format

All employees Market appropriate levels set 
according to position and 
evaluated according to 
individual performance

Short-Term Variable 
remuneration (STV)

A variable plan that is 
measured and paid over a 
single year

Align employees with clear 
and relevant targets, 
providing an earnings 
opportunity in return for 
performance, and flexible 
cost

Enrolled employees, including 
Executive Leadership Team. 
Approx. 72,500 in 2011

Achievements against set 
targets. Reward can increase 
to up to twice the target level 
and decrease to zero, 
depending on performance

Local and Sales Incentive 
Plans 

Tailored versions of the STV As for STV, tailored for local 
or business requirements, 
such as sales

Employees in sales.  
Approx. 4,500 in 2011

Similar to STV. All plans have 
maximum award and vesting 
limits

long	term:	remuneration	delivered	over	3	years	or	more

Stock Purchase Plan (SPP) All-employee stock-based 
plan

Reinforce a “One Ericsson” 
and align employees’ 
interests with those of 
shareholders

All employees are eligible Buy one share and it will be 
matched by one share after 3 
years if still employed

Key Contributor Retention 
Plan (KC)

Share-based plan for 
selected individuals 

Recognize, retain and 
motivate key contributors for 
performance, critical skills 
and potential

Up to 10% of employees If selected, get one more 
matching share in addition to 
the SPP one 

Executive Performance 
Stock Plan (EPSP)

Share-based plan for senior 
executives

Remuneration for long-term 
commitment and value 
creation

Senior executives, including 
Executive Leadership Team

Get up to 4, 6 or, for CEO, 9 
further matching shares to 
the SPP one for long-term 
performance
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retaining our key employees. The voluntary attrition rate among 
Key Contributors is about two thirds compared to the attrition 
rate in the total number of employees. 

A survey of Ericsson’s managers in January 2011 verified 
that all managers consider the Long-Term Variable and Short-
Term Variable remuneration plans to be “effective” or “very 
effective” in meeting the purpose of the plans. This confirms 
earlier third-party research that has shown that the Long-Term 
Variable plan drives the right values and enhancing retention. 
The plan remains competitive by Swedish standards. The 
participation rate among Key Contributors remains high 
compared with international benchmarks. 

The evaluation also showed that the Executive Performance 
Stock Plan has had limited success in terms of meeting the 
purpose of rewarding long-term financial performance. The 
Earnings per Share (EPS) performance target proved to be more 
binary than anticipated, where the 2004 plan vested in full and 
the plans for 2005, 2006, 2007 and 2008 did not vest. The 2009 
and 2010 plans, that are still in the performance period, have 
EPS as the performance target. 

The following targets apply to the Executive Performance 
Stock Plan 2011: 

 > Net sales growth

 > Operating income growth 

 > Cash conversion rate.

For further information see below under the Executive 
Performance Stock Plan.

total remuneratIon
When considering the remuneration of an individual, it is the 
total remuneration that matters. First the total annual cash 
compensation is defined, consisting of the target level of short-
term variable remuneration plus fixed salary. Thereafter target 
long-term variable remuneration may be added to get to the 
total target remuneration and, finally, pension and other benefits 
to arrive at the total remuneration. 

For the ELT, remuneration consists of fixed salary, short-
term and long-term variable remuneration, pension and other 
benefits. If the size of any one of these elements is increased 

or decreased when setting the remuneration, at least one other 
element has to change if the competitive position is to remain 
unchanged. 

The remuneration costs for the CEO and the ELT are 
reported in Note C28. 

fixed	salary

Fixed salaries are set to be competitive within an individual’s 
home market. When setting fixed salaries, the Remuneration 
Committee considers the impact on total remuneration, 
including pension and associated costs. The absolute levels 
are determined by the size and complexity of the position 
and the year-to-year performance of the individual. Together 
with other elements of remuneration, ELT salaries are subject 
to an annual review by the Remuneration Committee, which 
considers external pay data to ensure that levels of pay remain 
competitive and appropriate to the remuneration policy. 

Variable	remuneration

Ericsson strongly believes that, where possible, variable 
compensation should be encouraged as an integral part of 
total remuneration. First and foremost this aligns employees 
with clear and relevant targets, but it also enables more flexible 
payroll costs and emphasizes the link between performance 
and pay. All variable remuneration plans have maximum 
award and vesting limits. Short-term variable remuneration 
is to a greater extent dependent on the own unit or function, 
while long-term variable remuneration is dependent on the 
achievements of the Ericsson Group.

short-term	VarIaBle	remuneratIon

Annual variable remuneration is delivered through cash-based 
programs. Specific business targets are derived from the annual 
business plan approved by the Board of Directors and, in turn, 
defined by the Company’s long-term strategy. Ericsson strives 
to grow faster than the market with best-in-class margins and 
strong cash conversion and therefore the starting point is to 
have three core targets:

 > Net sales growth

 > Operating income

 > Cash flow.
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For the ELT, targets are thus predominantly financial targets 
at either Group level (for Heads of Group Functions) or at 
the individual unit level (for Heads of Regions or Business 
Units) and may also include operational targets like customer 
satisfaction and employee motivation. Targets are cascaded to 
all managers and will vary depending on the specific position. 
All variable remuneration targets have to be objective and 
measurable. They typically refer to a result that is achieved on a 
collective basis. 

Each target is, in accordance with our strict governance 
instructions, defined in a target specification and measured 
over the calendar year. The target setting process is fully 
integrated with the strategy work and target levels are tested 
against plans and forecasts until they are finalized around the 
turn of the year. 

The Board of Directors and the Remuneration Committee 
decide on all Ericsson Group targets, which are cascaded to 
unit-related targets throughout the Company, always subject to 
a two-level management approval process. The Remuneration 
Committee monitors the appropriateness and fairness of Group 
target levels throughout the performance year and has the 
authority to revise them should they cease to be relevant or 
stretching or to enhance shareholder value. 

During 2011, approximately 77,000 employees participated 
in short-term variable plans. Of these 8,000 were in the global 
Short-Term Variable remuneration plan (STV) for management, 
including the ELT, and 4,500 were in the global Sales Incentive 
Plan (SIP). Local plans vary in design according to local 
competitive practice but typically mirror the STV.

The chart on page 154 illustrates how payouts to the ELT 
have varied with performance over the past five years.

lonG-term	VarIaBle	remuneratIon

Share-based long-term variable remuneration plans are 
submitted each year for approval by shareholders at the 
AGM. All long-term variable remuneration plans are designed 
to form part of a well-balanced total remuneration package 
and to span over a minimum of three years. As these are 
variable plans, outcomes are unknown and rewards depend 
on long-term personal investment, corporate performance and 
resulting share price performance. During 2011, share-based 
remuneration was made up of three different but linked plans: 
the all-employee Stock Purchase Plan, the Key Contributor 
Retention Plan and the Executive Performance Stock Plan.

the	stock	purchase	plan	

The all-employee Stock Purchase Plan is designed to offer, 
where practicable, an incentive for all employees to participate. 
This reinforces “One Ericsson” aligned with shareholder 
interests. Employees can save up to 7.5% (CEO 10%) of 
gross fixed salary (CEO gross fixed salary and annual variable 
remuneration) for purchase of Class B shares at market price 
on NASDAQ OMX Stockholm or ADSs on NASDAQ New 
York (contribution shares) over a twelve-month period. If the 
contribution shares are retained by the employee for three 
years after the investment and employment with the Ericsson 
Group continues during that time, the employee’s shares will 
be matched with a corresponding number of Class B shares 
or ADSs as applicable. The plan was introduced in 2002 and 
employees in 71 countries participated during its first year. In 
December 2011 the number of participants was over 24,000, or 
approximately 30% of eligible employees in 96 countries.

Participants save each month, beginning with the August 
payroll, towards quarterly investments. These investments (in 
November, February, May and August) are matched on the third 
anniversary of each such investment and hence the matching 
spans over two financial years and two tax years. 

the	key	contrIButor	retentIon	plan

The Key Contributor Retention Plan is part of Ericsson’s talent 
management strategy. It is designed to recognize individuals for 
performance, critical skills and potential as well as encouraging 
retention of key employees. 

Under the program, operating units around the world can 
nominate up to 10% of employees worldwide. Each unit 
nominates individuals that have been identified according to 
performance, critical skills and potential. The nominations are 
calibrated in management teams locally and are reviewed by 
both local and corporate Human Resources to ensure that there 
is a minimum of bias and a strong belief in the system. 

Participants selected obtain one extra matching share in 
addition to the one matching share for each contribution share 
purchased under the Stock Purchase Plan during a twelve-
month investment period. The plan was introduced in 2004.

the	executIVe	performance	stock	plan

The Executive Performance Stock Plan was first introduced 
in 2004. The plan is designed to focus management on 
driving long-term financial performance and providing market 

short-term	VarIaBle	remuneratIon	structure

short-term	Variable	remuneration	
as	percentage	of	fixed	salary

percentage	of	short-term	Variable	
remuneration	maximal	opportunity

target	
level	

maximum
level	

actual	paid
for	2010	

Group	financial
targets

unit/functional
financial	targets

non-financial
targets

CEO 2011 40% 80% 24% 90% 0% 10%

CEO 2012 40% 80% – 90% 0% 10%

Average ELT 2011 1) 34% 68% 29% 61% 23% 16%

Average ELT 2012 1) 36% 72% – 49% 27% 24%
1) Excludes CEO – differences in target and maximum levels from year to year are due to changes in the composition of the ELT.

REMUNXENX2011_v56.indd   155 2012-03-01   10.03



156 REMUNERATION REPORT | Ericsson Annual Report 2011

total	remuneratIon

competitive remuneration. Senior executives, including the 
ELT, are selected to obtain up to four or six extra shares 
(performance matching shares). This is in addition to the one 
matching share for each contribution share purchased under 
the all-employee Stock Purchase Plan. The performance 
matching is subject to the fulfillment of the performance targets. 
Since 2010, the CEO may obtain up to nine performance 
matching shares in addition to the Stock Purchase Plan 
matching share for each contribution share. 

In the 2004 to the 2010 plans the performance targets were 
Earnings Per Share (EPS) targets. 

To support the long-term strategy and the value creation 
of the Company, new operational targets were defined for the 
2011 plan. At the AGM 2011, the following targets for the 2011 
Executive Performance Stock Plan were resolved on proposal 
by the Board: 

 > Up to one third of the award will vest based on the 
compound annual growth rate of consolidated net sales 
comparing 2013 to 2010

 > Up to one third of the award will vest based on the 
compound annual growth rate of consolidated operating 
income comparing 2013 to 2010 

 > One third of the award will vest based on the cash 
conversion rate. If the cash conversion rate is at or above 
70% during each of the years 2011 to 2013 one ninth of the 
total award will vest for each year the target is achieved. 

The performance targets are not capable of being retested after 
the end of the three-year performance period. If the minimum 
required performance is not achieved, all matching shares 
subject to performance will lapse. The Board will consider 
the impact of larger acquisitions, divestments, the creation of 
joint ventures and any other significant capital event on the 
three targets on a case-by-case basis. Also, the Board may 
reduce the number of performance matching shares, if deemed 
appropriate, considering the Company’s financial results and 
position, conditions on the stock market and other relevant 
circumstances at the time of matching. 

Benefits	and	terms	of	employment

Pension benefits follow the competitive practice in the 
employee’s home country and may contain various 
supplementary plans, in addition to any national system for 

social security. Where possible, pension plans are operated on 
a defined contribution basis. Under these plans, Ericsson pays 
contributions into a plan but does not guarantee the ultimate 
benefit, unless local regulations or legislation prescribe that 
defined benefit plans that do give such guarantees have to  
be offered. 

For the CEO and other members of the ELT employed in 
Sweden before 2011, a supplementary pension plan is applied 
in addition to the occupational pension plan for salaried staff on 
the Swedish labor market (ITP). The pension age for these ELT 
members is normally 60 years. The pensionable salary for ELT 
members employed before 2011 on local contract in Sweden 
consists of the annual fixed salary including vacation pay and 
the target value of the Short-Term Variable remuneration. 

ELT members employed in Sweden as of 2011 are normally 
covered by the defined contribution plan under the ITP1 
scheme, with a pensionable age of 65 years. The pensionable 
salary includes all cash compensation. 

For members of the ELT who are not employed in Sweden, 
local market competitive pension arrangements apply.

Other benefits, such as company car and medical insurance, 
are also set to be competitive in the local market. ELT members 
may not receive loans from the Company. 

ELT members locally employed in Sweden have a mutual 
notice period of up to six months. Upon termination of 
employment by the Company, severance pay can amount to 
up to 18 months’ fixed salary. For other ELT members different 
notice period and severance pay agreements apply, however 
no agreement exceeds the notice period of 6 months or the 
severance pay period of 18 months.

remuneratIon of the 
Board of dIrectors
The remuneration of Directors not employed by Ericsson is 
handled separately and the Nomination Committee makes 
remuneration proposals for resolution by the Annual General 
Meeting of shareholders. The remuneration consists of fees 
for Board and committee work, part of which can be delivered 
under a synthetic share program. The synthetic shares, which 
are valued in line with Ericsson’s Class B shares, vest in cash 
after the publication of the year-end financial statement during 
the fifth year after award.
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as	network	speeds	increase,	their	users	find	
better,	richer	ways	to	share.	this	inspires	new	
ideas	and	fresh	thinking.

In	turn,	this	stimulates	economic	growth	–	
creating	more	opportunity	for	everyone.

share
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GroW

157Ericsson Annual Report 2011

Gdp
0.3	percent	Gdp	Increase	When	
BroadBand	speed	douBles.
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Glossary

2G
The first digital generation of mobile 
systems. Includes GSM, TDMA, PDC 
and cdmaOne.

3G
3rd generation mobile system. 
includes WCDMA/HSPA, CDMA2000 
and TD-SCDMA.

4G
See LTE.

all-IP
A single, common IP infrastructure 
that can handle all network 
services, including fixed and mobile 
communications, for voice and data 
services as well as video services 
such as TV.

aTM
(Asynchronous Transfer Mode)  
A communication standard for 
transmission and management 
of high-speed packet-switched 
networks.

Backhaul
Transmission between radio base 
stations and the core network.

caGr
Compound Annual Growth Rate.

caPex
Capital expenditure.

cDMa
(Code Division Multiple Access) 
A radio technology on which the 
cdmaOne (2G) and CDMA2000 (3G) 
mobile communication standards are 
both based.

clouD
When data and applications reside in 
the network. 

eDGe
A mobile standard, developed as an 
enhancement of GSM. Enables the 
transmission of data at speeds up 
to 250 kbps. (Evolved EDGE up to 
1 Mbps)

FTTh
(Fiber-to-the-Home) 
Refers to fiber optic broadband 
connections to individual homes.

GDP
(Gross Domestic Product)
The total annual cost of all finished 
goods and services produced  
within a country.

GPoN
(Gigabit Passive Optical Network) 
Used for fiber-optic communication to 
the home (FTTH).

GPrs
(General Packet Radio Service)
A packet-switched technology (2.5G) 
that enables GSM networks to handle 
mobile data communications at rates 
up to 115 kbps.

hIGh-TraFFIc sMarTPhoNes
High-traffic smartphones are defined 
as the subset of open-OS phones 
(e.g. iPhone, Android & Windows) that 
typically generate high traffic, 5–10 
times that of low-traffic devices.

hsPa
(High Speed Packet Access) 
Enhancement of 3G/WCDMA that 
enables mobile broadband. 

IcT
Information and Communication 
Technology.

IMs
(IP Multimedia Subsystem)  
A standard for offering voice and 
multimedia services over mobile 
and fixed networks using internet 
technology (IP).

IP
(Internet Protocol)  
Defines how information travels 
between network elements across the 
internet.

IPTV
(IP Television)  
A technology that delivers digital 
television via fixed broadband access.

JV
(Joint Venture) 
A business enterprise in which two or 
more companies enter a partnership. 

lTe
(Long-Term Evolution) 
The next evolutionary step of mobile 
technology beyond HSPA, allowing 
data rates above 100 Mbps.

M2M
Machine-to-Machine.

MaNaGeD serVIces
Management of operator networks 
and/or hosting of their services.

MoBIle BroaDBaND
A wireless access technology. It 
enables high-speed internet access 
services, such as video streaming.

oPex
Operating expenses.

PeNeTraTIoN
The number of subscriptions  
divided by the population in a 
geographical area.

PeTaByTe
Million gigabytes.

raN
Radio Access Network. 

soFTswITch
A software-based system for handling 
call management functionality. 
Integrates IP-telephony and the 
legacy circuit-switched part of the 
network.

TDM
(Time Division Multiplexing)
Legacy technology for circuit 
switching.

wcDMa
(Wideband Code Division Multiple 
Access)  
A 3G mobile communication 
standard. WCDMA builds on the 
same core network infrastructure  
as GSM. 

xDsl 
Digital Subscriber Line technologies 
for broadband multimedia 
communications in fixed-line 
networks. Examples: IP-DSL, ADSL 
and VDSL.

GLOSSARY
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exchaNGe raTes

caPITal eMPloyeD
Total assets less non-interest-bearing 
provisions and liabilities.

caPITal TurNoVer
Net sales divided by average  
capital employed.

cash coNVersIoN
Cash flow from operating activities 
divided by net income reconciled to 
cash – expressed in percent.

cash DIVIDeNDs Per share
Dividends paid divided by average 
number of shares, basic.

coMPouND aNNual GrowTh 
raTe (caGr)
The year-over-year growth rate over a 
specified period of time.

Days sales ouTsTaNDING (Dso)
Trade receivables balance at quarter 
end divided by net sales in the quarter 
and multiplied by 90 days.  
If the amount of trade receivables  
is larger than last quarter’s sales,  
the excess amount is divided by  
net sales in the previous quarter  
and multiplied by 90 days, and  
total DSO are the 90 days of the most 
current quarter plus the additional 
days from the previous quarter.

earNINGs Per share (ePs)
Basic earnings per share: profit or 
loss attributable to stockholders of 
the Parent Company divided by the 
weighted average number of ordinary 
shares outstanding during the period. 
Diluted earnings per share: the 
weighted average number of shares 
outstanding are adjusted for the 
effects of all dilutive potential ordinary 
shares.

eBITa MarGIN
Earnings Before Interest, Taxes, 
Amortization and write-downs of 
acquired intangibles, as a percentage 
of net sales.

ePs (NoN-IFrs)
EPS, diluted, excluding amortizations 
and writedowns of acquired intangible 
assets.

equITy raTIo
Equity, expressed as a percentage of 
total assets.

Gross cash
Cash and cash equivalents plus 
short-term investments.

INVeNTory TurNoVer Days
(ITo-days) 
365 divided by inventory turnover, 
calculated as total adjusted cost 
of sales divided by the average 
inventories for the year (net of 
advances from customers).

NeT cash
Cash and cash equivalents plus 
short-term investments less 
interest-bearing liabilities and post-
employment benefits.

PayaBle Days
The average balance of trade 
payables at the beginning and at the 
end of the year divided by cost of 
sales for the year, and multiplied by 
365 days.

PayMeNT reaDINess
Cash and cash equivalents and 
short-term investments less short-
term borrowings plus long-term 
unused credit commitments. 
Payment readiness is also shown as a 
percentage of net sales.

reTurN oN caPITal eMPloyeD
The total of Operating income plus 
Financial income as a percentage 
of average capital employed (based 
on the amounts at January 1 and 
December 31).

reTurN oN equITy
Net income attributable to 
stockholders of the Parent  
Company as a percentage of average 
Stockholders’ equity (based on the 
amounts at January 1 and December 
31).

sTockholDers’ equITy Per 
share
Stockholders’ equity divided by the 
number of shares outstanding at end 
of period, basic.

ToTal shareholDer reTurN 
(Tsr)
The increase or decrease in share 
price during the period plus dividends 
paid, expressed as a percentage 
of the share price at the start of the 
period.

TraDe receIVaBles TurNoVer 
Net sales divided by average trade 
receivables.

Value aT rIsk (Var)
A statistical method that expresses 
the maximum potential loss that 
can arise with a certain degree of 
probability during a certain period  
of time.

workING caPITal
Current assets less current  
non-interest-bearing provisions  
and liabilities.

exchaNGe raTes useD IN The coNsolIDaTIoN

                     January–December

2011 2010

sek/eur

Average rate 9.02 9.56 

Closing rate 8.92 9.02

sek/usD

Average rate 6.48 7.20

Closing rate 6.90 6.80

FINANCIAL TERMINOLOGY

EXCHANGE RATES
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SHAREHOLDER INFORMATION

Telefonaktiebolaget LM Ericsson’s shareholders are invited to participate in the 
Annual General Meeting to be held on Thursday, May 3, 2012, at 3 p.m. at 
Kistamässan, Arne Beurlings Torg 5, Kista, Stockholm, Sweden.

Registration and notice of attendance

Shareholders who wish to attend the Annual General Meeting must:

>> Be recorded in the share register kept by Euroclear Sweden AB (the Swedish 
Securities Registry) on Thursday, April 26, 2012, and 

>> Give notice of attendance to the Company at the latest on Thursday, April 26, 
2012. Notice of attendance can be given on Ericsson’s website:  
www.ericsson.com/investors; by telephone: +46 8 402 90 54 on weekdays 
between 10 a.m. and 4 p.m.; or by fax: +46 8 402 9256.

 
Notice of attendance may also be given in writing to:
Telefonaktiebolaget LM Ericsson
General Meeting of Shareholders
Box 7835, SE-103 98 Stockholm, Sweden
 
When giving notice of attendance, please state name, date of birth, address, 
telephone number and number of assistants. 

The meeting will be conducted in Swedish and simultaneously interpreted  
into English.

Shares registered in the name of a nominee

In addition to giving notice of attendance, shareholders who have their shares 
registered in the name of a nominee must request the nominee to temporarily 
enter the shareholder into the share register in order to be entitled to attend the 
meeting. In order for such registration to be effective on Thursday, April 26, 2012, 
shareholders should contact their nominee well before that day. 

Proxy

Shareholders represented by proxy shall submit to the Company a power of 
attorney for the representative. A power of attorney issued by a legal entity must 
be accompanied by a copy of the entity’s certificate of registration (should no 
such certificate exist, a corresponding document of authority must be submitted). 
Such documents must be no more than one year old unless the power of attorney 
explicitly provides that it is valid for a longer period, up to a maximum of five years. 
In order to facilitate the registration at the Annual General Meeting, the power of 
attorney in original, certificates of registration and other documents of authority 
should be sent to the Company in advance. All documents should be sent to the 
Company at the address above for receipt by Wednesday, May 2, 2012. Forms of 
power of attorney in Swedish and English are available on Ericsson’s website:  
www.ericsson.com/investors.

Dividend

The Board of Directors has decided to propose the Annual General Meeting to 
resolve on a dividend of SEK 2.50 per share for the year 2011 and that Tuesday, 
May 8, 2012 will be the record day for dividend.

Financial information from Ericsson

Interim reports 2012:  >> April 25, 2012 (Q1) >> July 18, 2012 (Q2)

>> October 26, 2012 (Q3) >> January 25, 2013 (Q4)
Annual Report 2012: March, 2013
2011 Form 20-F for the US market: March-April, 2012

Shareholder>InformatIon

WHERE YOU CAN FIND OUT MORE:

It is our ambition to provide our shareholder 

with up to date information about Ericsson 

and its development. Information is available 

on Ericsson’s website: 

www.ericsson.com

On the website, the Annual Report is 

available as an online version and as a pdf 

document. Previous annual and interim 

reports and other relevant shareholder 

information can be found at:

www.ericsson.com/investors

By publishing the Annual Report on the web, 

we will not only reduce the cost for print and 

distribution, but also the impact  

on the environment.

The Annual Report on Form 20-F (filed with 

the Securities and Exchange Commission, 

SEC) is also available on: 

www.ericsson.com/investors

CONTACT FOR PRINTED PUBLICATIONS

A printed copy of the Annual Report is 

provided on request. 

>> Strömberg Distribution  

SE-120 88 Stockholm, Sweden 

Phone: +46 8 449 89 57  

Email: ericsson@strd.se 

>> In the United States,  

Ericsson’s Transfer Agent Citibank: 

Citibank Shareholder Services 

Registered holders: +1 877 881 59 69  

(toll free within the U.S.) 

Interested investors: +1 781 575 45 55 

(toll free within the U.S.) 

Email: citibank@shareholders-online.com 

www.citi.com/dr  

Ordering a hard copy of  

the Annual Report: 

+1 888 301 2504 (toll free within the U.S.) 

https://secure.wilink.com/asp/NA012918/

hqgold/NA012918_search_ENG.

asp?target=NA012918
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SHAREHOLDER INFORMATION

UncertaIntIeS>In>the>fUtUre
Some of the information provided in this material is or may contain forward-looking information such as statements about expectations, 

assumptions about future market conditions, projections or other characterizations of future events. The words “believe”, “expect”, 

“anticipate”, “intend”, “may”, “plan”, the negative of such terms, and similar expressions are intended to identify these statements. 

Although we believe that the expectations reflected in these and other forward-looking statements are reasonable, we can give no 

assurance that these expectations will prove to be correct and actual results may differ materially. We undertake no obligation to publicly 

update or revise any forward-looking statements, whether as a result of new information, future events or otherwise, except as required 

by law or stock exchange regulation. We advise you that Ericsson is subject to risks both specific to our industry and specific to our 

company that could cause the actual results to differ materially from those contained in our projections or forward-looking statements, 

including, among others, changing conditions in the telecommunications industry, political, economic and regulatory developments in 

our markets, our management’s ability to develop and execute a successful strategy, various financial risks such as interest rate changes 

and exchange rate changes, erosion of our market position, the structure and financial strength of our customer base, our credit ratings, 

product development risks, supply constraints, and our ability to recruit and retain quality staff.

CONTACT INFORMATION

Headquarters

Torshamnsgatan 23 

Kista, Stockholm 

Sweden

Registered office

Telefonaktiebolaget LM Ericsson

SE–164 83 Stockholm

Sweden

Investor Relations

For questions on the Company, please 

contact Investor Relations:

Investor Relations for Europe, Middle East, 

Africa and Asia Pacific: 

Telefonaktiebolaget LM Ericsson 

SE-164 83 Stockholm, Sweden 

Telephone: +46 10 719 00 00 

Email: investor.relations@ericsson.com

Investor Relations for the Americas: 

Ericsson, The Grace Building 

1114 Ave of the Americas, Suite #3410 

New York, NY 10036, USA 

Telephone: +1 212 685 40 30  

Email: investor.relations@ericsson.com
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