
Case Study

17 / ALIGNING INTERESTS

Nucor
Sharing the downside
What does aligned compensation require when the business weakens?

Nucor Steel, Seattle, 2019. Photograph: Joe Mabel.
Wikimedia Commons · CC BY-SA 4.0. Cropped and reproduced in black and white. This image adaptation is also CC BY-SA 4.0.

A performance-based pay system meets a sudden downturn. Leaders must decide how to
protect employees, preserve incentives and fund the promise through an uncertain
duration.

Leon Topalian and the leadership team | Spring 2020 • reconstructed policy decision

35-45 minutes to prepare / 75 minutes to discuss
Original public-source teaching case • First member edition • 1 November 2026
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Case Study

PRINCIPLED BUSINESS IN PRACTICE

Introduction
About Principled Business
Principled Business (PB) is a nonprofit organization that brings together business leaders to
advance capitalism through education, relationships and action. It helps founders, executives
and investors understand free enterprise, apply its principles in their organizations, and
explain the contribution business makes to people’s lives.

The PB manifesto grounds capitalism in individual agency, private ownership and voluntary
production and trade. These commitments take practical form in everyday business decisions.

Aligning interests
PB asks business leaders to embody aligned interests. Rewards, risks and authority should
give people reasons to create lasting value together.

Nucor links employee compensation to operating performance, making both upside and
downside part of the employment relationship. The case asks whether a pay floor can
preserve that alignment during a shock. Students must examine affordability, differences in
capacity to bear losses and the responsibilities of senior leaders.

PB presents this case to make the principle usable in a real business decision. Your
recommendation should connect the principle to a workable policy, account for the people
affected, and identify evidence that could change your mind.

What you will learn
01 Calculate how performance pay and a temporary floor distribute a downturn’s effects.

02 Test a compensation commitment against cash reserves and duration.

03 Design reciprocal, transparent rules that protect safety and accountability.

Apply it to your own business
How does your organization share gains and losses between employees, leaders and owners?
Which commitments would be tested first during a prolonged downturn?

Source: About Principled Business; Capitalists for Capitalism Manifesto, Section 4: Be the best representatives.
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Case Study

NOTES FOR STUDENTS AND TEACHERS

Using this case study
This packet includes the case, exhibits, worksheet, sources, answers and teaching notes.
Allow 35-45 minutes to prepare and 75 minutes for discussion. Have a calculator or
spreadsheet available.

Pages What to use and when

4-8 Decision, evidence, exercise and alternatives. Read before discussion.

9 Decision worksheet. Complete before reading the answers.

10 Sources and reading notes. Check the evidence and its limits.

11-12 Worked answers, outcome and teaching plan. Read after deciding.

For students
Read once to identify the decision, then work through the exhibits. Separate historical facts
from the invented classroom exercise. Use the case’s decision boundary; write down
assumptions when evidence is missing. Complete the calculation and worksheet on page 9. Be
ready to defend your recommendation and the strongest objection to it.

For individual study, decide before turning to pages 11-12. Compare your reasoning with the
worked analysis and write a short reflection on what you would change. Choose one action to
try in your own organization.

For teachers and discussion leaders
Read the full packet and timed plan before teaching. Assign pages 1-10 first and reveal the
final two pages after students commit to a choice. Record the alternatives, evidence and
disagreements on the board.

Ask who can bear a reduction in income and who controls the result being rewarded. Keep
employee safety and truthful reporting outside incentives to maximize output.

How to assess the work
Look for a clear choice, accurate analysis, stated assumptions, attention to affected people, a
fair objection, and an implementation plan with an owner and review point. Assess reasoning
rather than agreement with the historical decision.
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Case Study

SPRING 2020 • AN UNCERTAIN DOWNTURN

The decision
As the pandemic disrupted demand, Nucor described a compensation system in which
incentives linked pay to productivity and profitability. Its April 2020 update also
reported a floor for hourly compensation and continuing normal benefits. Leadership
expected incentive compensation, including executive awards, to fall. [U1]

Reconstruct the policy choice behind that response. A performance-based system
distributes some business risk to employees. During a severe shock, a temporary floor
can protect livelihoods and preserve the workforce, but it commits cash when the
duration of the downturn is unknown.

Choose the commitment
Take the role of Leon Topalian and the leadership team. Decide whether to maintain the
existing variable-pay formula, introduce a temporary floor or use another lawful staffing
and compensation arrangement. Explain how senior leadership shares the downside and
how the policy will be reviewed.

The case does not claim access to individual pay records or private management
discussions. The next model uses a fictional operation so that students can examine the
mechanism without presenting invented figures as company facts.

Decision boundary
Preserve required safety practices and honest reporting. A pay policy should not make people
choose between a protected process and the income they need.
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Case Study

THE BUSINESS LOGIC

Alignment through a shock
The same percentage is not the same burden
Employees and executives may face different capacity to absorb an income loss. A
symmetric formula can therefore produce very different human consequences. A fair
policy should explain both the economic logic and the distribution of the burden rather
than relying on a slogan about shared sacrifice.

A floor changes risk allocation
A temporary floor shifts some downside back to the employer. That can preserve trust
and continuity, but it must be financed and bounded. If the promise depends on a short
downturn, employees should understand the review process and what happens if the
shock lasts longer.

Control and reward should be connected
Some performance variation reflects employees’ decisions; some reflects market
conditions they cannot influence. A useful system distinguishes the two while retaining
incentives for quality, productivity and responsible cooperation. It should not reward
output that is unsafe, unwanted or falsely reported.

Cash preservation also extends beyond pay. Capital spending, working capital and
distributions can affect the company’s ability to honor employee commitments. The
recommendation should examine the whole cash plan and explain why particular claims
are protected or deferred.

A reciprocal commitment
Employees need to know what the company will protect. Leaders need to state what
responsible performance still requires and how senior decision-makers share the
consequences.
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Case Study

EXHIBIT 1 • HISTORICAL POLICY CONTEXT

What Nucor disclosed
April 2020 disclosure [U1] Question for a policy review

Compensation heavily weighted toward
incentives

How much income changes when productivity and
profitability fall?

A floor for hourly compensation What period, eligibility and funding support the
promise?

Normal benefits expected to continue Which commitments remain protected despite reduced
activity?

Executive incentives expected to decline Is leadership’s participation visible and
understandable?

Evidence needed from the operation
Ask for the distribution of employee income, not just an average. Identify people most
exposed to the shock, the ability to redeploy work and the cash consequences of
different durations. Review whether performance measures encourage concealment or
unsafe activity.

Evidence needed from the balance sheet
Separate available cash from projected receipts or uncommitted financing. Identify the
minimum reserve and the decisions needed if it is threatened. A floor that appears
affordable for one quarter may become a different commitment if extended
automatically.

Policy versus prediction
The source reports implemented support and management expectations. The classroom
model below makes no claim about Nucor’s actual floor percentage, cash allocation or
individual pay.
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EXHIBIT 2 • INVENTED CLASSROOM EXERCISE

A floor with a funding limit
A hypothetical operation employs 1,000 hourly workers. Normal weekly pay is $800
base plus $800 incentive. During the downturn, the incentive falls to $200. A proposed
floor guarantees 80% of normal total weekly pay for 13 weeks. Ignore taxes and benefit
costs, which are unchanged.

Other assumptions Amount

Cash available after all other planned cash flows $18m

Required reserve after the support period $12m

Illustrative executive normal weekly pay $4,000 base + $6,000 incentive

Illustrative executive downturn weekly pay $4,000 base + $1,000 incentive

The cash available is an exercise input after all non-floor cash flows, including the
executive pay change. Do not subtract payroll or executive savings again. Assume the
same cash resource must also support a possible extension to 26 weeks.

01 Calculate worker pay before and after the floor, the weekly top-up and the
percentage loss from normal pay.

02 Calculate the 13-week floor cost and remaining cash.

03 Test a 26-week extension against the reserve.

04 Calculate the executive percentage pay reduction and assess whether percentages
alone establish fairness.
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ALTERNATIVES • IMPLEMENTATION • ASSIGNMENT

Make the promise credible
Policy Potential value Main tradeoff

Unchanged variable
formula

Preserves the original link to business
performance.

May impose an unsustainable income
shock on some workers.

Temporary floor Protects a minimum income while
preserving some variation.

Requires a funded duration and a
clear review rule.

Alternative hours or
redeployment

Can adjust activity while retaining
skills.

Needs workable assignments, fair
access and clear terms.

Your assignment
01 Choose a policy and explain how employees, leaders and owners share its cost.

02 Set eligibility, duration and a review trigger tied to credible cash information.

03 Describe how safety, quality and reporting remain protected.

04 Write the employee explanation, including what happens if the downturn lasts
longer.

Include the decisions leadership would make before reducing the promised protection.
Avoid an open-ended commitment funded by an optimistic recovery assumption. If the
policy changes, explain how affected people receive notice and a meaningful
opportunity to raise concerns.

A useful objection
If the company protects employees now, how will it ensure that later gains and
responsibilities are also shared consistently?
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WORKSHEET • COMPLETE BEFORE READING THE TEACHING NOTES

Your decision
Write as the decision-maker. Use the historical evidence and the classroom model for their
stated purposes. A recommendation needs a boundary, an owner and a test.

My recommendation and the principle it puts into practice

The calculation or evidence that matters most; its main limitation

Who bears the risk, and how their choice or voice is protected

The strongest objection and my response

First action, accountable owner, review date and stop/change trigger
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EVIDENCE • METHOD • LIMITS

Sources and reading notes
A reconstructed policy decision during the early COVID-19 downturn, grounded in Nucor’s
April 2020 disclosure. Pay amounts, floor percentage, employee count and cash model are
invented; they are not Nucor’s actual compensation terms.

U1 Nucor, first-quarter results and COVID-19 update, 28 April 2020
Performance-linked pay, compensation floor, benefits and cash-conservation measures.
Open source document →

U2 Nucor, second-quarter guidance, 18 June 2020
Later update on continuing cash-conservation and teammate-support efforts.
Open source document →

U3 Principled Business, Capitalists for Capitalism Manifesto
Section 4’s call to embody aligned interests provides the framework.
Open source document →

How to read the evidence
The April statement combines implemented measures with expectations about the future. Do
not convert an expectation of avoiding widespread layoffs into a verified claim about every
subsequent employment outcome. The exercise’s 80% floor is fictional.

All quantities in the classroom exercise are invented unless explicitly identified as historical.
The models omit factors deliberately for discussion; they are not company forecasts.
Photographs are documentary context, with dates and licenses on the cover.

Original Principled Business teaching material. No company approval or affiliation with
Harvard Business School is implied. No private interviews or unpublished company records
were used. Public sources checked 1 November 2026.
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TEACHING NOTES • READ AFTER COMPLETING THE DECISION

Worked analysis
Worker income and the floor
Normal pay is $1,600 per week. Downturn pay without support is $1,000. The 80% floor is
$1,280, so the top-up is $280 per worker per week. The income reduction is 37.5% without
the floor and 20% with it.

Period Floor cost Cash remaining Reserve test

13 weeks $3.64m $14.36m $2.36m above

26 weeks $7.28m $10.72m $1.28m below

The 13-week cost is 1,000 × $280 × 13. An automatic extension is not funded within the
reserve constraint. Leadership needs another cash action, funding source or revised policy
before promising it.

Leadership’s share
Illustrative executive pay falls from $10,000 to $5,000 per week, a 50% reduction. That is
larger proportionally than the protected worker loss, but it does not alone establish fairness.
Consider absolute income, control over decisions, benefits, other resources and the terms
people reasonably expected.

A defensible commitment
A funded 13-week floor with an early review can preserve trust without implying unlimited
protection. The review should occur while alternatives remain available. Pair it with
transparent leadership participation and measures that do not reward unsafe output or
concealment.

Avoid double-counting
The $18m is already after other planned cash flows. Subtract only the floor top-up when
testing the stated reserve.
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TEACHING NOTES • READ AFTER COMPLETING THE DECISION

Outcome and teaching plan
What the company announced
Nucor’s April 2020 statement reported the compensation floor and continued benefits
alongside cash-conservation measures. It expressed confidence that widespread layoffs would
not be needed. The June guidance said the conservation and support efforts had not changed
significantly. These are dated disclosures, not a claim about every later outcome. [U1-U2]

A 75-minute discussion

Minutes Facilitation plan

0-10 Choose the pay policy and identify whose risk changes.

10-25 Discuss income burdens, control and leadership participation.

25-40 Calculate the floor and both duration tests.

40-55 Draft the funding review and employee explanation.

55-65 Compare the proposal with the company’s dated disclosures.

65-75 Apply the reciprocity test to another incentive system.

Closing question
What would make a promise to share the downside credible before the people relying on it
discover how long the downturn will last?

Assess the decision at its stated boundary. Later success cannot prove the original choice was
sound; later failure cannot, by itself, prove it was unreasonable.
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