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In a previous meeting of this Elected Officials Compensation Board (EOCB) (Lane 

County Budget Committee Meeting, August 6, 2001, Page 3, second paragraph, 2001) it was 

recognized that the Lane County Commissioners run (manage) the county.  They have full 

control and responsibility for the money, personnel, and performance.  The commissioners 

constitute the Office of Chief Executive. 

 

 It’s a worldwide phenomenon that if the boss is a full time employee, the boss is the 

highest paid employee in the organization, no matter the form of the organization.  There are two 

exceptions, first is where an employee is paid commissions; second is when an individual has a 

skill or knowledge that is unique and the organization cannot function without that person.   No 

organization employee who is in a position below the CEO should ever attempt to dictate to the 

CEO what the salary of the CEO should be. 

Last year I contacted several members of the EOCB to ask them about their procedure.  

Several of the board members said they did not know they were on the board.  Several said they 

had no knowledge of any meeting taking place.  None of them decided to discuss their actions. 

 The county code and the state code follows: 

 Lane Manual 3.600 Elected Officials Compensation Board (Lane County) 

  

Recommends to the Budget Committee and to the Board of County Commissioners a 

compensation schedule for County elected officials. Compensation Board is established pursuant 

to the authority granted by the Lane County Home Rule Charter.  

STAFFING: Management Services 

MEETS: As needed, but at least once each year in which there is a general election, prior 

to July 31 of that same year. 

NONMANDATED MEMBERSHIP: (5) Consists of five members appointed by the 

County Administrator. 

TERM: 4 years, ending December 31. No limit on number of terms. 

DUTIES: Recommends to the Budget Committee a compensation schedule for County 
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Commissioners and recommends to the Board of County Commissioners a compensation 

schedule for non-board elected officials (Assessor, Sheriff, Justices of the Peace, and District 

Attorney). The Compensation Board shall consider at least the following when determining the 

compensation schedule:  

(a) The compensation paid to persons comparably employed by the State of Oregon; local 

public bodies, private businesses, non-profit agencies, and/or other counties within a labor 

market deemed appropriate by the Compensation Board for each elected officer.  

(b) The number of employees supervised; the size of the budget administered by each 

elective officer; the duties and responsibilities of each elective officer; and the compensation 

paid to subordinates and other appointed employees who serve in positions of comparable 

management responsibility.  In any event, the Sheriff's compensation shall be fixed in an amount 

which is not less than that for any member of the Department of Public Safety.  

(c) “Compensation” is to be evaluated on the basis of the total compensation received, as 

relevant to the particular elected position. For example, the District Attorney position receives 

health insurance benefits from the State of Oregon as a State official. Total compensation 

includes consideration of insurance benefits, retirement benefits (including pension and deferred 

compensation programs), time management or vacation and sick leave, life insurance, medical 

leave, and other fringe components.  

The Compensation Board shall prepare and approve by majority vote a recommended 

compensation schedule for the elective officers and shall submit the recommended schedule to 

the Board of County Commissioners and/or the Budget Committee, with a copy provided to the 

Board of County Commissioners. (Revised by Order No. 00-8-16-1; Effective 8.17.00; 06-1-25-

5, 1.26.06) 

 Here is the Oregon Revised Statutes regarding compensation boards: 

§ 204.112 County compensation board 

·         • members 

·         • compensation review and recommendations 

(1) Each county governing body shall appoint a county compensation board. A county 

compensation board shall consist of from three to five members, who are knowledgeable in 

personnel and compensation management. 

(2) The county compensation board shall annually recommend a compensation schedule 

for the county elective officers mentioned in ORS 204.005 (Election or appointment of county 

officers). 

(3) The county compensation board shall annually review the compensation paid to 

persons comparably employed by the State of Oregon, local public bodies and private businesses 

within a labor market deemed appropriate by the board for each elective officer. The county 

compensation board shall take into account such factors as the number of employees supervised 

and the size of the budget administered by each elective officer, the duties and responsibilities of 

each elective officer, and the compensation paid to subordinates and other appointed employees 

who serve in positions of comparable management responsibility. The county compensation 
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board shall prepare and approve by majority vote a recommended compensation schedule for the 

elective officers and shall submit the recommended compensation schedule to the county 

governing body. 

(4) Notwithstanding subsections (1) to (3) of this section, the sheriff’s salary shall be 

fixed in an amount which is not less than that for any member of the sheriff’s department. [1989 

c.941 §1] 

 

An HR person should be knowledgeable in personnel management, but not in 

compensation management, which includes the board of directors and senior management. 

Compensation management is an entirely different area of expertise.  This knowledge is 

normally confined to people or organizations that have the data or information available 

pertaining to compensation of board members, chief executive officers, other executive officers, 

and all levels of compensation below these offices, which pertain to financial, industrial, 

government, charitable, non-profit, and other types of organizations. 

A properly constituted EOCB would typically consist of one or two HR persons, and 

others representing financial institutions, such as a bank, publicly held business organizations, 

privately held business organizations, universities, non-profit organizations, and large law and 

accounting firms. However, what I have submitted to you, the database charts, is a compilation 

of the procedure followed by those who do this work for the boards of directors of various 

corporations.  If the EOCB follows this procedure, it will have met the requirements of the 

Oregon and Lane County laws. 

The database is not static.  Some corporations cease to operate for a variety of reasons 

and new corporations become available for listing.  The database needs to be revised for every 

salary review.  In fact, the current database was created last year and there are four or five 

revisions to be made, deletions of companies and new additions.  The revised databases will be 

submitted to you upon request. 

Below are sections from the Lane County Charter: 

Section 11. FULL-TIME RESPONSIBILITY OF COMMISSIONERS. While serving as a 

member of the board of county commissioners, a county commissioner shall devote full time to 

the office. 

Section 19. ELECTIVE ADMINISTRATIVE OFFICERS.  
(1) The elective administrative officers of the county shall include, in addition to the county 

commissioners, the sheriff and the assessor. 

Section 25. COMPENSATION FOR SERVICES. The compensation for the services of a county 

officer or employee shall be whatever amount the board of county commissioners fixes, but no 
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increase in the compensation of a member of the board may take effect prior to the first odd-

numbered year after the first general election after the increase is authorized. 

Section 26. MERIT SYSTEM. 

(4) The board of county commissioners shall maintain a system of personnel administration, 

including appeal procedures, 

(b) in which each person in that service shall receive equitable compensation fixed on the 
basis of  
(i) competence in the position with the county,  
(ii) record of service there and elsewhere,  
(iii) the range of compensation paid others by public and private employers for 
comparable service  
(iv) the county's financial condition and policies, and  
(v) other factors relevant to the determination of what is fair compensation for the 

individual. 

DEFINITION of 'Inside Director' 

 

A board member who is an employee, officer, or stakeholder in the company. Inside 
directors - and outside directors, for that matter - have a fiduciary duty to the company of which 
board they sit on, and are expected to always act in the best interests of the company. Because of 
their specialized knowledge about the inner workings of the company, a strong board of inside 
directors is a key element in its success. 

Inside directors typically include a company's top executives, such as the chief operating 
officer, the chief financial officer, as well as representatives of major shareholders and lenders, 
and representatives of other stakeholders, such as labor unions.  Board members with direct ties 
to the company are called "inside directors."  

 

What is an 'Outside Director?' 

 

Any member of a company's board of directors who is not an employee or stakeholder in 
the company. Outside directors are paid an annual retainer fee in the form of cash, benefits, 
and/or stock options. Corporate governance standards require public companies to have a certain 
number or percentage of outside directors on their boards, as they are more likely to provide 
unbiased opinions. 

Outside directors are advantageous to the company because they have very little conflict 
of interest and may see the big picture differently than insiders. The downside is that since they 
are less involved with the companies they represent, they may have less information upon which 
to base their decisions and reduced incentives to perform. Also, outside directors can face out-of-
pocket liability if a judgment or settlement occurs that is not completely covered by the company 
or its insurance. This occurred in class-action suits against Enron and WorldCom. 
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Compensation: 

An inside director receives no additional compensation for sitting on the board.  The 
compensation they receive as an employee of the company includes all of the services they 
perform, which includes board meetings.  To put it into perspective, a board meeting lasts maybe 
a couple of hours, which works out to about eight to ten hours a year -- it is nothing, relative to 
the several thousand hours they work during an entire year. 

An outside director, in contrast, will typically be compensated with stock options and 
cash.  They are not employees of the company.  Their cash compensation is usually based upon 
how many meetings they attend during the year (usually four or five) -- sometimes they are 
unable to attend all meetings. 

Additional compensation is generally offered if they sit on any sub-committees of the 
board such as the Audit Committee, Compensation Committee, Nominating Committee, etc.  
The chairman of any given sub-committee usually also receives additional cash compensation for 
serving as chair.  Travel expense reimbursements are typically made for out-of-state directors. 

The database salary information for public corporations and charities does not include 
stock options, bonuses, deferred compensation, retirement plans, or any other compensation 
other than salary. 

The Lane County Charter requires the Board of Commissioners to be employed full 
time.  This means they are not permitted to engage in outside business activities, including the 
practice of law, or other professional skills.  The commissioners are regarded as inside directors. 

THE PROBLEMS WITH THIS BOARD: 

1. A superior individual or group in any organization always sets the salaries of those in 

inferior positions. 

a. The superior has immediate knowledge of the duties and achievements that are 

required by the subordinates. 

b. The subordinates never have full knowledge of or understand the performance 

requirements of the superior. 

c. If subordinates insert themselves into the realm of the superiors, they take the risk 

of retaliation by the superiors. 

2. A very small percentage of individuals ever reach a position as the Chief Executive 

Officer of any organization. 

a. The Peter Principle comes into play as individuals advance.  

b. The Peter Principle is where a person is advanced to his/her highest degree of 

incompetence.  They advance to a position they cannot handle. 

c. A lot of training and education is required before a person can be advanced into 

the executive ranks. 

d. Even more education and preparation is required before a person is advanced to 

the CEO ranks. 
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3. If a person is asked to serve on a government board or committee and that person has the 

education, knowledge, and skills, which will enhance government performance, the 

request should always be granted, if the person has the time to perform.  If the person 

knows, in advance, that he/she does not have the education, knowledge, or skills to 

perform responsibly the request should be refused. 

I suggest that you recommend to the budget committee and the Board of Commissioners that 

they appoint an outside group of current or retired executives in public and private service 

(former commissioners, bank executives, CEOs in publicly and privately held corporations, and 

the board members of such organizations) to serve with you on the EOCB or for the 

commissioners to reach their own conclusions on the value of their services. 

HOW ABOUT THE CEO, THOSE WHO RUN THE ORGANIZATION? 

CEOs of public corporations get paid based on the recommendations of the board of 

directors.  Corporate boards usually include a subset of the board called the compensation 

committee.1   

Company boards, at least in principle, try to use compensation contracts to align 

executives' actions with company success. The idea is that CEO performance provides value to 

the organization. "Pay for performance" is the mantra most companies use when they try to 

explain their compensation plans. 

While everyone can support the idea of paying for performance, it implies that CEOs take 

on risk: CEOs' fortunes should rise and fall with companies's fortunes. When you are looking at a 

company's compensation program, it is worth checking to see how much stake executives have 

in delivering the goods 

Assessing CEO compensation is a bit of a black art. Interpreting the numbers isn't terribly 

straightforward. All the same, it's valuable for investors to get a sense of how compensation 

programs can create incentives - or disincentives - for top managers to work in the interests of 

shareholders.  Looking at how much modern CEOs get paid, you may think that they get to 

decide their own salary. But this is not allowed in public companies. Boards of directors have 

that responsibility, and this is a harder task than you might expect. Pay too much and the board 

risks not only marring the public image of the company, but also squandering corporate funds. 

Pay too little and the board will not be able to attract or retain talented executives who are sought 

after in a competitive market. 

It's such a difficult decision that boards often designate a compensation committee made 

up typically of two to five board members to determine how much to pay a CEO. Regulations 

                                                 
1
 http://www.nbcnews.com/id/11414878/ns/business-answer_desk/t/who-decides-how-much-ceo-

makes/#.Vzyho5EgtaU 



Page 7 
 

stipulate that the members of this committee can't be current employees of the company (inside 

directors), which would cause a conflict of interest. Although private companies aren't required 

to follow such regulations, many do anyway. 

Compensation committees often consider the advice of internal executives, but they also 

recruit outside consultants to help them determine an appropriate salary for the company's CEO. 

The committees strive to design an appropriate philosophy for compensating the CEO in a way 

that motivates performance. After the committee makes its recommendations, the board can 

decide whether or not to approve them. In the United States, Securities and Exchange 

Commission (SEC) regulations require that committees explain the reasons for their decision to 

shareholders in a released statement.2 

The entire thrust of the rules is that those who supervise other employees should be paid a 

salary higher than the supervised employees should.  It is also the thrust of logic.  There is no 

reason why a psychiatrist should have a salary higher than his/her superior.  Management is more 

complex and requires a more diversified approach to the daily duties.  The Lane County CEOs 

supervise the doctors, attorneys, accountants, supervisory personnel, the sheriff and the sheriff’s 

department, the fire Chief and his/her department, and through them every other person in the 

county employ. 

If a commissioner believes, he/she isn’t entitled to the CEO’s pay the commissioner can 

both waive payment and work as a voluntary employee, or he/she can accept the salary and then 

find a method of personally contributing any sum to any needy person in the community.    

 Oregon Revised Statute §204.112 County Compensation Board 

(1)  A county compensation board shall consist of …who are knowledgeable in personnel 

and compensation management. 

a. These are two different functions.  There is no question that the members of this 

board are knowledgeable in personnel functions, as long as the personnel are to be 

placed in positions below the executive level. 

b. Human resource managers should be able to find individuals who can fill the roles 

of some executive positions and the roles in nearly all other positions in a 

company. 

c. No human resource manager should ever presume that he/she has the ability to 

know whether or not an applicant can fill the role of a member of the Board of 

Directors, the Chief Executive Officer or an Executive Vice president. 

                                                 
2
 http://money.howstuffworks.com/ceo9.htm 
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d. People who are knowledgeable in compensation management.  Here the reference 

is to the CEOs of the county. 

i. This group is usually represented by national law firms or national 

accounting firms who have the data readily available to them.  

ii. An alternative group can be representatives of bankers, CEOs of other 

business firms, or large local legal or accounting firms. 

 

(3)  The compensation to be reviewed is; 

a. Persons comparably employed by the State of Oregon; 

b. Local public bodies; 

c. Private businesses; 

i. Within a labor market deemed appropriate by the board for each elective 

officer. 

ii. The board shall take into account the number of employees supervised and 

the size of the budget administered by each elective officer,; 

iii. The duties and responsibilities of each elective officer; 

iv. The compensation paid to subordinates and other appointed employees 

who serve in positions of comparable management responsibility. 

v. The sheriff’s salary shall be fixed in an amount which is not less than that 

for any member of the sheriff’s department. 

 

In 2001, Lauren Chouinard served as chair of the EOCB (WIIA, Attachment K, on page 

3, para. 2), Chouinard said, “[T]he Board is responsible for running the county…”  This is 

recognition that the commissioners are the full time Chief Executive Officers of the county. 

 

The City of Eugene Council is part time and members are only required to attend one 

meeting a month.  The Lane County Commissioners are required to work full time, just as all 

other regular employees.  No employee is required to work longer than full time.  All full time 

employees are required to be adequately compensated.  In (3) c. ii. (above) the commissioners 

are to be compensated based upon the number of employees supervised and the size of the 

budget.  All five commissioners are jointly and severally responsible and liable for the integrity 

and performance of all employees and every dollar in the budget.  The Board of Commissioners 

has authority over each and every employee of the county.  No person is superior to the Board of 

Commissioners, other that the voting citizens.  The commissioners represent the voters. 

 I recognize that if the commissioners are paid the salary they deserve that they will 

receive compensation higher than that of the United States members of Congress.  But the 

members of Congress have consistently refused to consider paying themselves adequate 

compensation.  Congressman DeFazio said, “Congress shouldn’t feather its own nest when so 

many of our nation’s needs are unmet and so many families are struggling to get by.  I’ve always 
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believed that our elected officials should lead by example.  That’s why I’ve voted against pay 

raises.”  Other elected officials, such as Senators Merkley and Wyden, have made substantially 

the same statement. 

These officials operate under the theory that by foregoing salary increases the unpaid 

increases will somehow inure to the benefit of the poorer people in the community.  They seem 

to be sincere in their belief.  But this is a fiction.  None of that money ever trickles down to the 

needy.  What is happening is referred to as “crowding out.”  When you crowd out your 

competition, you leave no room for someone else with the same or better qualifications from 

entering the competition.  Someone who earns $250,000 a year will not compete with another for 

a job that pays $70,000 a year.  A loss of $180,000 times four years equals $720,000 down the 

tube.  A person earning $1,000,000 a year will never compete for a job paying $174,000 a year.  

The loss is $826,000 a year, or $4,956,000 over six years.  The proffered salary is less than the 

one currently earned.  So, the crowding out process means to increase the cost of buying the job 

(cost) (campaigning) and to reduce the value of the job itself (benefit) (salary and other income).  

The person with the best financial backing will win the contest.  Someone else pays the cost of 

the contest and receives the benefits in return.  A defense contractor will receive orders to deliver 

defense products, or a banker or insurance firm will receive a new law to protect their income 

and expenses.  

Senators typically receive campaign contributions averaging $2,000,000 a year indirectly 

coming from organizations that do business with the United States.  The federal government 

pays billions of dollars to those businesses, who in turn, deliver millions of dollars to the 

lobbyists who contribute to the reelection campaigns of the members of Congress.  Every 

transaction is a distribution of tax dollars.  If a member of Congress were to be paid $1,000,000 a 

year, and be given a $1,000,000 campaign fund, the result would be the same, except, the 

members of Congress would be on the public payroll instead of the private payrolls of a variety 

of business organizations.  If we use public tax dollars to pay them more than anyone else will 

pay them, they will work for us. 

 


