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Watching the movie Sully—the true story of Captain Chesley "Sully"
Sullenberger's emergency landing in the Hudson River after US
Airways Flight 1549 struck a flock of geese—got me thinking about
the CEO Pay Ratio. (The film follows the investigation of the 2009
accident, the swirling publicity, and Sully's internal agony about his
fateful decision and whether he made the right choice.)

With every passing day, it's becoming more apparent that Congress
is not going to rescind the CEO Pay Ratio rule, a key provision in the
Dodd-Frank Wall Street Reform and Consumer Protection Act of
2010. Therefore, public companies will have to provide CEO Pay
Ratio disclosures in their 2018 proxy statements. So, what does that have to do with
landing a plane in a river?
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Over the past several months, we've been watching companies carefully
sort through data and crunch numbers to identify the median employee
whose pay will determine the ratio. We've talked to clients about how we
can help them make sure their methodology is appropriate based on
their industry, size, and operational complexity. Now of course, as
compensation technicians and legal experts, it's our collective job to
make sure we thoroughly scrutinize all the data. We have a
responsibility to ensure that the numbers disclosed are compliant and
correct—just as it was the National Transportation Safety Board's
(NTSB) responsibility to investigate data that led to Captain Sully's
decision to land in the river.

“If we silo our focus
on the pay ratio as
only a compliance
exercise, we could
find ourselves in a
very dangerous
position.”

Now here's the twist (and a spoiler alert). In the film, all of the hard data compiled by the
NTSB, including multiple computer-generated landing simulations, indicated that Captain
Sully could have landed his aircraft safely at LaGuardia Airport instead of jeopardizing the
lives of the crew and passengers by landing in the river. However, what the NTSB failed to
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consider in all of its calculations was the human factor and the few seconds Captain Sully
had to decide. Again, what does this have to do with compensation disclosure?
The data used to determine median employee pay will be accurate in most cases. Those
numbers are driven by facts. But as companies are focused on their calculations, we cannot
overlook the human aspect of the rule. From an individual worker's perspective, the median
employee pay is not rooted in data or even necessarily facts. First, the median employee
pay represents an actual person, a co-worker, and the amount that person earns. Second,
most people won't care to think about the data that led to the disclosed number. Most will
think about how their pay compares to that number and will internalize the data and assign
meaning in a unique and possibly unpredictable way. Every person with any knowledge of
the ratio will have some feeling toward it. Some will be ambivalent, but many will care
greatly—and they pose the highest risk of distraction to your organization and a potential
danger to productivity and engagement.
The human factor connected to the CEO Pay Ratio should be as important to your
organization as the disclosure itself. One way to approach this challenge is to think of it as if
it were a significant corporate event, such as an acquisition or a layoff, where a highly
employee-centric approach is warranted. This means that while your team continues to
work on the calculations and develop the disclosure narrative, you should also be outlining:


Who the key internal stakeholders are and the critical information they need to know
about the CEO Pay Ratio;



Our key messages about the methodology behind the calculation, the defense for
the actual ratio itself (especially if it's a huge number), and the rationale for the
median employee pay and how it relates to the business; and



The collateral materials and other potential activities/plans we need to develop
beyond the disclosure narrative to support our communication objectives.

It may be helpful to hold a brainstorming workshop to inventory the many possible
questions or concerns that employees might raise with management, discuss among
themselves, or quietly mull over. Look for themes and identify the issues that are most likely
to be voiced. Work with your HR, internal communications, and/or PR teams to create
thoughtful answers that are honest, accurate, and concise. Then, you can decide how and
when to use your content with your various stakeholder groups. For example, you may
decide to create frequently asked questions that can be distributed broadly or to distinct
populations. Or, you may decide you need to hold training sessions for managers to ensure
they can comfortably address a range of compensation topics (e.g., how pay is determined,
how performance plays a role, why comparing compensation to that of the median
employee may not be the best comparison, etc.), as well as triage questions to any other
appropriate resources (e.g., HR business partners).
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As with any communication strategy, your approach will be unique based on your
organization's culture, communication practices, total rewards and/or compensation
philosophy, and employee engagement strategy.
So back to Captain Sully and the NTSB. As compensation experts, we are wired to look at
and rely heavily on data—from benchmarking to pay-for-performance analysis. It drives
almost everything we do, especially when it comes to designing compensation plans and
making decisions. But like the key message from the movie, we cannot always take the
humanity out of our calculations and modeling. Pay can be a highly emotional issue to
address with employees. It can drive short- and long-term behaviors—both positively and
negatively. If we silo our focus on the CEO Pay Ratio as only a compliance and data-driven
exercise, we could find ourselves in a very dangerous position.
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