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The Committee's proposed rule with respect to governance, i.e. legitimacy of operations and procedures and in accordance with ethical standards is appropriate, correct and understandable.

 

However, the Committee's proposed action with respect to executive compensation is unprecedented. Moreover, such action would bestow upon a government agency the authority and power over a state incorporated organization that has never been similarly delegated. Nevertheless, within the Federal Government itself it is reminiscent of  the rule that is used to preclude the compensation of senior military officers from surpassing the salaries of the government's most senior civil employees. But I have not been able to find evidence to suggest where such authority has been granted to regulate the compensation of commmercial corporations.

 

Even during the years when the Government supported setasides contracts for women owned and minority controlled organizations, actions to restrict and control executive compensation were neither contemplated nor advocated despite the fact that the contracts involved Federal funds in a manner that is similar to NISH contracts.

 

Additionally, when large corporations such as GE, General Dynamics, Lockheed, Raytheon etc. are awarded contracts there is never and there never has been an attempt or a threat by the Fedreal Government to exercise control over the compensation of those executives in those corporations who are solely responsible for execution of the Federal contracts.

 

The Committee's focus should be on ethics, legitimacy and quality of work(i.e. is the Government getting good performance/products for the cost it is expending, as should be the case with all contracts). This important factor seems to be lost in the entire equation. Additionally, the Committee should give recognition to the fact that there are NISH organizations that are organized and function according to a true business model i.e. they " earn their wings everyday" just like  other commmercial corporations. They do not rely on grants and/or gifts to perform their mission.

 

Additionally, the Committee should not overreact to a disclosure of executive compensation(s) that aredeemed unreasonably high by making life miserable for all NISH organizations. These matters should be handled  as other regulatory agencies do..... on a case by case basis. There cannot be a "cookie cutter" approach applied to individual business operations and especially compensation because there are differences that bear due consideration.

 

It would be a better approach if the Committee provided ranges based on similar size organizations. Boards should then be required to maintain, on file, justifications for salaries awarded that exceed the ranges, should a disclosure surface  that someone or a news organization believes to be unreasonable.This forces the board to consider its actions and make a deliberate well thought-out decision regarding compensation of its executives. The current proposal makes the Committee an integral part and extra layer of bureaucracy in each NISH organization which requires resources( i.e. people, money equipment and time) that the Government must fund.

 

In summary NISH organizations should take an introspective look at themselves as all U.S. commercial corporations have done in response to corporate scandals and executive wrongdoings. But in attempting to address these issues a sledge hammer should not be used when a fly swatter will do the job. In this instance the Committee's executive compensation proposal is an overreaction which is tantamount to using a sledge hammer. 

