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or costly. Whole Foods, for example, capped the ratio of exccutive to front-line worker pay at 19
decade ago. Mark Ehmstein, a vice president there, says that it does not take months, but rather
and that it does not cost “millions of dollars” o caleulate the ratio.
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1. Do you believe it is an undue burden on companies to compute and report the raio of
compensation to employee compensation? Why or why not?

825

2. Do you believe reporting this raio wil result in changes that benefit companies, employees, of

society? Explain.




image8.jpg
mmwm‘.ﬂmﬁnmmmmmw,zm,..am.nmmm,
new aireraf producion fciliies that began producing planes n 2012 and 2016, respectively. The IAM
claimed that Bocing employeesin South Carolina make 36% s, on avrage,than Bocingsunionized
‘employees buikding 787 aircaft i its main faclty in Everett, Washington, just outside of Seatle. An TAM
oganizersaid, "W are disheartencd” that cmployees will coninue to work n a system that suppreses
‘wages, fostesinconsstency and awards only a chosen few.” Apparently, however, employees for the mst
part did not agree, as 74% voted against having the IAM union represen them. The vote pehaps reflects 3
general discomiortin South Carolina about the likely ffect ofunions on future cconomic development.
For cxampl, Senator Lindsey Graham and former governor Nikki Haley, both advised Bocing employees
ot to support & union. Senator Graham ssid that while he respected the rght of employees at Bocing t0
decide wehat was i their best interets, he argued that what was best for South Carolina wasif “Bocing

stays hee and grows” and that“ifyou desroy the busines model tha ed Bocing to come to S6uth

Caroling, we all lose.”

Presumably Bocing

0 the U.S. Bureau of Labor Sttistics, i the lowest of all 0 states, with 1.6% of employees being

South Carolina in part because it level of unionization, according @i

union members. By comparison, in Washington state, where Boeing has produced .mk.wm,\

17,49 of employees are union memb

wha voted against the union, said that she did ot want o be pressured by the union to pay

union of being a scab if she crosed the picket line whe union mermber
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‘happy with her wages and benefits, which a Bocing spokesman says are set to be consistent with
Tocal markets.

A check of Occupational Employment Statistics from the Burcau of Labor Statistis indicates the mea
‘hourly wage in production occupations is $22.50 in the Seattle area versus $19.88 in the Charleston area, a

0 (or perhaps instead of, over time)in the Seatle ara, 1 owercoss,al e cqua,trandate nto
erast o

. profits. And the lack of a union and the unlikely prospect of  union in the foture stands i con
unionized and have a history of strife between labor and:

 plans in Seatdle, “which ar heav
way that strife shows itslfis through strikes,

which slow or stop production. It i, f

2 profi selling planes when plancs ae not being produced:
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1. Explain Bocings reasons for wanting to have an altemative (to Seattle) to produce aircaft.
why it chose South Carolina.

2. Do you feel Boeing employees in South Carolina made 1 decision in their own best nt
voting aginst union representation? Why or why not?

3. 1F you were an employee at Bocing in South Caroling, would you have voted for or
Explain.

16you were an employee at Bocing in Scatle, would you support continued union e
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. Recd has been a financial planner since 1978 and received his certified financil planner.
 designation in 1981. In 1999, he hired Lucy Banquer, a former legal seretary, to work 1 his assistant an
the only employee at his firm, Personal Financal Advisors LLC in Covington, Louisans. At that pon,
‘human resource planning wasn't on Reed's radar atal.

But around 2005, Reed began to act on  desie to hve a more complte plan or his s growth. He.
determined that he wanted the business to grow rom about $400,000 n annual revenues t become a
millon-dollar firm by 2012. That was  reaisic gos, but not one he could achive with only the support of
Banguer. Although Banquer docs an excellen job of ilding clint phone calls and answeing questions,
Reed needed to bring in more financial expertis toserve more clients.

Typiclly, a inancial-planning firm like Reed's expands by hiring an entry-level advisor to handle
routine tasks while earning on the job until he o she ca take on elients independently. But Reed dida't
simply take the usual path; he considered whiat ole he wanted for himselfin his fim as it grew. Reed
realized that the part he excelled at and loved most was managing the nvestments, not the presentations to
lients,and that he wanted the frm o grow in a way that woukd free more time for him to spend with his
family, not expand his hours o supervise others. As Reed defined the scope ofhis own desired job, he
claified what he wanted from his next employee: a certfid financial panner who had experience plus an
interes i all the planning and advising tasks exerp investment management.

With that srategy in mind, Reed began the search for another planner to work with him. Affes about
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 With that strategy in mind, Reed began the search for another planner to work with him. After about
eight months of recruiting, Reed met Lauren Gadkowski, who was running her own advisory firm in

‘Boston but preparing to relocate to Baton Rouge to be with her future husband, Lee Lindsay. Reed wanted

his new financial planner to operate independently, so he agreed to the idea of her office being in Baton
‘Rouge, about a 45-minute drive from his, and he let her determine how often she would need to vist the
Covington office.

Ree stk o hi plan: Laurn Lindiay quiclybegan working with Ree'sharger lients and introdced
‘erslf as their main contact with the firm. Aftersitting in on a few meetings to satisfy himself that he had
 made a good hiring decision, Reed shifted his efforts to managing the investments. About 10% of the
dlients indicated they would prefer to maintain their working relationship with Reed. Lindsay took over the

ning 90% as well as the new clients she has brought into the irm since joining

s decision to focus on investmen nent has paid offfor Personal Financial Advisors,

better-than-average performance on its investments even 1 revenues have climbed. And with
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1. 152 company ever t00 small to need to engage in human resource planning? Why or why
‘Discuss whether you think Robert Reed planned his hiring strategy at an appropriate time in d
firm's growth.

2. Using Table 5.3, review the options for avoi

ing; a labor shortage, and discuss how well the.

where to recruit ths person. Which sources would you suggest, and why?
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Table 5.30ptions for Avoiding an Expected Labor Shortage

PTION

1. Overtime

2. Temporary employees.
3. Outsourcing

4. Retrained transfers

5. Tumover reductions

6, New extemal hires

7. Technological innovation

SPEED

Fast
Fast

Fast

Slow
Slow
Slow
Siow

REVOCABILITY

High
Hgh
High
High

Moderate

Low =
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‘the acting chairman of the SEC stated "I have...directed the staff to reconsider the implementation ¢
rule” until the SEC receives further public input. As such, the future of the rule is uncertain.
Supporters of the rule, such as the AFL-CIO labor orgaization, argue tht reporting the ratio will
rinin what it sees as cxorbitant (snd growing) el of executive pay,cpecally when comparedtowhat
has happened to workerpay. Accoding t a anlysis of S 500 s by the AFL-CIO,the atioof
(CEO pay t ypical LS. workerpay rose from 42 1980 0380 more rcenty

The AFL-CIO and other supporters of the rule hope it will aso encourage boards of directors to
consider whether worker pay, which has grown more slowlythan infltion (and asindicated sbove, much
more slowly than CEO pay), should be higher. The AFL-CIO aso argues that rescarch shows that lrger
pay difcrenials between CEOs and rank-and- ile workers e to poor i performance due to
perceptions of inequity and the negaiveeffects that s on worker morale and productivity. There is o
feeling that when CEOs get paid as much s they do, too much credit gocs o them for  fm'ssucces and.
not enough to other employees

Many companies s things diferenly. David Hirschman, head o the S, Chambe of Commerées

(Gentes for Capital Markes,says the ratio is not meani helpfulto investorsand will

nstead be wsed s " politcal oo to ttack companies.” Companies argue that with  global

orkforee and different payroll systems n diffcrent countrics, computing the rato s much moe e

b it would scem. For example, the consulting firm Accenture has 246,000 employeesa
B i varicy of payroll syseims (and deinitions ofpayin diferent counis)Jill S
at Accenture, sys that the work requird o compute the rtio of CEO!
ncredible.” { A
e companies, however, e alady doin it and have "




