o68  PARTV: PROTECTING AND E xp

of synch with worker comp uarters (74%) thin

erwise. Socio-demographic d
. phic diffe '
feel quite adverse when discyse: J0E0

Ing to Professor David F. Larc
Business,

actuall '
rage fugzgkii st P, fhere S a general sense of out-
part by the political environment. (2)

CEO pay n |
Pay needs to be dramatically cut since their salaries are off

the chart. o i |

governme:tor: th;s s to.be accomplished though, with or without

along polit 'gu ?t.'or." IS where disagreement arises and usually
poitical affiliations. For example, while both groups feel

t:\;\:) t:((:{; Bhould be aceiling on CEO pay (nearly 65%), those
eémocratic and Independent affiliations differ with

. .
v:r?QUb°lt|03nS by almost 15% (66%/64%/52%, respectively).

nit comes to a(j,tually setting a cap on CEQ pay, those sur-
veyed thought that six times the average worker pay \n’/as accept-

able. This is way bel -
whichie 176 y below the average multiple of all CEO pay,

Interestingly, there was nowhere near a majority consensus on
how to use regulation to limit CEO pay. Some advocated large tax
InCreases over a certain level (28%), others opted for setting dollar
amounts relative to worker wages (25%), while a minority wanted
to set pay ceilings not tied to worker pay (17%), and a similar per-
centage wanted CEO pay directly tied to firm performance. Only
9% thought to eliminate stock options, while another 8% would cut
out all forms of equity compensation.(3)

Yet many experts do not agree with the public and would argue
the public does not have all of the facts. Jannice Koors, managing
durect.or at Pearl Meyer & Partners in Chicago, has a different per-
spective on CEO compensation.

| think most companies are on the right track with their
lexecutive] pay programs. Yes, CEO pay increased this
year—because average company profits and share prices
grew. Compensation is more closely tied to performance
than ever before, which is exactly what shareholders have
been pushing for. Today, only a very small percentage of
a typical CEO pay package is in the form of a guaranteed
annual salary.(4)

Donald Delves, director, Towers Watson in Chicago, justifies CEO
pay as follows.

CEOs are paid about three times as much as the next
level of executives. . .. In my experience, it is a very rare
person who has the skills and experience required to
run huge global corporation. And their average tenure
continues to decline. There is not a lot of patience shown
by shareholders and boards when a company underper-
forms.(5)

Author of The Taboos of Leadership Anthony Smith noted that
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does ethics apply to this case”
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3. Whatare the differing ethical approaches, and how might
they apply t0 this case” |

4 How might the issué of CEO compensation be dealt with jn
firm's code of ethics?

5. How might the IsSue of CEOocompens.atio.n be used by a firm
to create and maintain an ethical organization’?
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7. What is yo . N
Provide facts and arguments supporting your position from
this case.
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