A Seat at the Table: The University Board Faces a Compensation Dilemma

Background:

Greenfield University, a prestigious state institution known for its rigorous academic
programs and esteemed faculty, has recently faced significant challenges. Over the past
five years, there has been a noticeable decline in student enrollment and growing financial
constraints due to a worsening economy and rising costs. Despite these issues, Greenfield
University has maintained its reputation for excellence, largely due to the efforts of its
highly respected President, Dr. Gerald "Gerry" Richardson.

Dr. Richardson has been with the university for 15 years, and under his leadership, the
institution has seen many successes, including the launch of innovative programs,
substantial research grants, and improved graduation rates. He has strong relationships
with a few major donors that have helped the University through hard times. However, as
the University's financial situation substantially worsens, the Board of Trustees is faced
with a critical decision regarding his compensation.

As a Trustee, your position is prestigious and highly visible. You have the same fiduciary
duty you would at a private entity, but unlike a private company, your actions are subject to
public scrutiny and political commentary.

The Dilemma:

The recent elections have dramatically shifted the political landscape in the state. The
Purple Party has taken the governorship as well as both state houses away from the Yellow
Party, which controlled state politics for the past 18 years. The Purples now hold absolute
power, claiming a mandate to implement sweeping changes. Greenfield University, being a
state institution heavily reliant on public funds, is in the crosshairs of the new
administration's cost-cutting measures. The Chair of the Board has already received a less-
than-friendly call from the Governor's office, signaling the urgency of reducing the
University's expenses.



Dr. Gerry remains immensely popular among faculty, staff, and most students. However, a
small but vocal minority of students, unhappy with his past comments on politically
charged issues, are politically opposed to his leadership. Despite his decision to refrain
from further political commentary, the damage has been done. Among the 15 Board
members, two of your colleagues on the Board side with this minority. The two incoming
appointees from the Governor are likely to agree with their point of view as well.
Nevertheless, even Dr. Gerry’s detractors agree his leadership has been a stabilizing force
for the University — seeing it through the Pandemic with flying colors and keeping donor
checks coming in during the subsequent economic downturn.

Adding to the complexity, Dr. Gerry is being courted by a university in a Yellow state that can
offer him a more lucrative package. Although his counsel insists he is dedicated to
Greenfield, many Board members fear he might leave if circumstances push him away.

Replacing Dr. Gerry would cost the university half a million dollars in recruitment expenses.
While the Board could potentially save on the new president's initial contract, the ripple
effects of leadership turnover and strain on relations with certain key donors who have
written big checks due to their relationship with Dr. Gerry could be disastrous. Key
positions such as the Provost, the CFO, and the General Counsel might become unstable,
making governance difficult and exposing the Board to scrutiny and criticism.

Additionally, demographic changes in the state have already indicated that enrollment will
continue to drop, and nothing can be done to reverse these trends. Proposals such as
opening a campus in Dubai have been tabled to counteract the enrollment decline, but
such initiatives require strong, stable leadership. A new president might struggle to take on
these challenges, whereas Dr. Gerry, with his proven track record, is better suited to steer
the University through these uncertain times and pursue new avenues.

Furthermore, Dr. Gerry was promised a bump up in his total compensation during his last
round of negotiations. The Compensation Committee has determined that anything less
than a new contract with an additional $300,000 over five years in total compensation
(which can be split between salary and deferred compensation) would be out of step with
the market and possibly be seen as an indication of no confidence in his leadership by the



Board. Any discussion of a reduction in Dr. Richardson’s salary would virtually force him to
take a new position.

Key Issues:

1. Financial Constraints: The university's budget deficit is growing, and there is pressure to
cut costs across all departments. Maintaining the President's current compensation would
be seen as an indication that the leadership is sharing the burden.

2. Leadership Retention: Dr. Gerry’s leadership has been instrumental in maintaining the
university's standards and reputation. A failure to update his compensation package would
likely prompt him to seek opportunities elsewhere, leading to instability at the top.

3. Market Comparisons: Compensation packages for university presidents at peer
institutions are typically high, reflecting the demands and responsibilities of the role.
Offering a competitive package is crucial for attracting and retaining top talent.

4. Stakeholder Perceptions: The decision on Dr. Richardson's compensation will be closely
watched by faculty, students, alumni, and donors. Each group has a vested interest in the
University's success and stability.

5. Political Pressure: The new state administration is focused on cutting costs at Greenfield
University. The Board must navigate these political pressures while ensuring the
institution's long-term stability.

6. Demographic Changes: The state’s changing demographics mean that enrollment is
projected to continue declining. New initiatives, such as opening a campus in Dubai,
require stable and experienced leadership to implement successfully.

7. Public Scrutiny: As a Trustee, your decisions are public and subject to scrutiny, unlike
those of a private company. This adds an additional layer of responsibility and visibility to
your actions.



8. Moral and Ethical Considerations: Balancing the financial health of the institution with
fair compensation practices is a delicate task. The Board must consider the ethical
implications of their decision on both the President and the broader university community.

Discussion Questions:

1. Leadership Impact: How critical is Dr. Richardson’s role to the University’s current
and future success? What measures can be taken to ensure leadership continuity if he
does leave?

3. Compensation Compression: How should the Board address the need to offer
competitive compensation packages to leadership positions below the president? With the
demographic and economic realities facing the University should market comparisons play
a significant role in their decision?

4. Stakeholder Engagement: How can the Board effectively communicate their
decision to various stakeholders to maintain trust and confidence in the University’s
leadership?

5. Political Navigation: How should the Board manage the political pressures from the
new state administration while making decisions that best serve the University’s interests?

6. Addressing Changes: How can Dr. Richardson’s leadership be leveraged to explore
new initiatives, like the proposed Dubai campus?

7. Public Scrutiny: How can the Board ensure transparency and maintain public trust
in their decision-making process? Should they hire an outside team to handle social media
and the press in anticipation of their ultimate decision?

8. Ethical Considerations: What ethical principles should guide the Board’s decision-
making process regarding executive compensation? How can they ensure fairness and
transparency in their deliberations?

Conclusion:

The Board of Trustees at Greenfield University faces a complex and sensitive decision
regarding the compensation of their President, Dr. Gerald Richardson. The outcome will



have significant implications for the University’s financial stability, leadership continuity,
and stakeholder relationships. Through thoughtful discussion and careful consideration of
all factors, the Trustees must navigate this dilemma to arrive at a solution that best serves

the interests of the University and its community.



