Depersonalized Entitlement among CEO’s

William Czander, Ph.D.

“A capitalist under penalty of his own destruction, must strive to accumulate wealth” (Fenichel 1938, p.37 italics in original)

Abstract

Most CEOs have gone to business school and work with others who have taken classes in organizational and/or industrial psychology. They are familiar with the research exploring the negative consequences of salary inequity and the relationship between performance and pay. However, they continue to take entitlement to a level where they are accused collectively of gross insensitivity and greed.  In this paper, I will discuss the psychodynamics associated executive salary demands and the motivation for CEOs to reward themselves after terminating employees. 

(Note from the author about the paper. Over the past year and a half the data I have collected about CEO pay is overwhelming. I have included this data in the paper but I have placed it at the end of the paper.)

Introduction to the Problem
 In an ideal world we would have CEO’s who are knowledgeable, and who understand the meaning of their actions; who are moral people that embrace the great responsibility given to them with altruism. But in the last 10 years we have witnessed CEO behavior that is in some cases outrageous, destructive, immoral and criminal. It seems that CEO's are not very different from the rest of the population. Just as some people destroy their marriages, ruin their health, make bizarre and destructive decisions, we find CEO’s behaving unethical, engaging in irresponsible greed, and destroying the corporations they were chosen to lead. Americans are outraged at the spectacle of CEOs legally looting their companies with enormous pay and pensions, while their employees struggle with wages that fail to keep pace with inflation, and live with fear that decent health care will be lost and pensions will be taken.  The situation has gotten so problematic that the March 7, 2008 the House of Representatives Oversight and Government Operations Committee held hearings in Washington DC. They invited Angelo Mozilo CEO of nearly bankrupt Countrywide Financial who gained $120 million in options in 2007 and $400 million during his tenure. He pledged to give back $37.5 million. Also invited was Stan O’Neal, former chief executive of Merrill Lynch & Co. He received $161 million in stock, options and retirement benefits after leaving the brokerage with its biggest-ever quarterly loss. Charles Prince, the former CEO of Citigroup received a $10 million bonus, $28 million in stock and options and $1.5 million in other perks when he left the bank last year after its stocks lost 58% of their worth. Combined, these three companies have lost $20 billion in 2007. 

Most employees of publicly traded companies may not know the salary of the guy in the cubical next to them but they all know what their CEO makes. According to Dietsch ( 2006 ) “There are few secrets people guard more anxiously than their pay details. Even among work colleagues, open discussion about the size of their paycheques is the exception.” 
 Does knowledge of a CEO’s salary have an impact on an employee’s attitude about the company, their morale and motivation? It would be difficult to find an organizational psychologist who would say salary does not have an impact.  Most CEO’s have gone to business school and they are typically surrounded by executives who have taken classes in organizational psychology. They are familiar with the research exploring the negative consequences of salary inequity but continue to take entitlement to a new level where they are accused collectively of gross insensitivity and greed. Yet, we have not witnessed a CEO publicly announce an intention to keep salary low because they do not want company employees to see them as greedy. This article will attempt to explain the psychodynamics associated with CEO greed. 

The Impact of the Gap between the CEO and their Employees

Research concerning the impact of high CEO wages has been dubious. On one side are those who maintain that high CEO pay contributes to high subordinate turnover, lower job satisfaction, and lower product quality ( Levine, 1992). He maintains that,

“The idea, that a single person can be worth 531 times the average worker salary must be demoralizing.” He goes on, “The overwhelming evidence supports the effects of high CEO salary effects on morale and turnover.”  Anderson and Batemen (1997), suggest that

high CEO compensation leads to high levels of cynicism among lower level employees.  Cowherd and Levine (1992), discovered that perceptions of pay inequity result in lower product quality. Crosby (1984), maintains that the feeling of relative deprivation in the workplace may lead to strikes, vandalism, and violence. Quantas Airline is a good example of this. In May, 2008,  Quantas engineers walked off their jobs when they were offered a 3 percent raise. They had asked for a 5 percent increase. They angrily protested against the company’s CEO Geoff Dixon, who is being paid $6 million a year (ABC online, 2008).  

Greenberg (1990), demonstrated that feelings of pay inequity were related to cases of employee theft. And, inequity  influences motivation, job satisfaction, and behavior in a negative manner (Cowherd and Levine, 1992).

On the other side, are those who suggests  the positive reactions to salary inequity by claiming that lower level managers are motivated by high executive salaries and employees are more satisfied when others at work make more (Clark, Kristensen and Westergaard-Nielsen, 2007). They base their research on the Hirschmanian tournament theory, which maintains knowledge of higher wages provides information about one’s future prospects, and will increase the motivation to get more. While this may be true when the gap between wage differences is relatively small, it is doubtful this theory holds up when the gap is wide.

Do these CEO’s care about these inequities and the impact it has on the workforce, their colleagues, and fellow employees?

These inequities in the corporation have not only demoralized the workforce, they have literally destroyed corporate commitment. In the 1970’s two important strategies were promoted by executives and business scholars. One, was integration of layoffs as a strategy to boost earnings. In many cases, the use of terminations as a strategy went from being a CEO decision of last resort, to first resort (Uchitelle, 2006). It was given wording that neatly fit into managerial glossary, with the popularization of words and phrases like downsizing, restructuring, reorganizing, transformation, redesign, and lean and mean. The employer/employee contract ended; no longer could an employee expect the security of staying with a company for their career and to be taken care of after retirement. CEO’s discovered that that the “lean and mean” metaphor worked. They sought a flexible workforce, expanding in good times, contracting in bad. Essentially, it meant one could reduce the work force and get those who remained behind to work harder, longer hours. 

The reduction of the work force leads to the second major change. It was during the 1970’s that a trend toward a decline in work hours ended. From the early 1900’s to the 1970’s, (except during the Second World War), hours of work declined for most Americans. But around 1970, the share of employees working more than 50 hours per week began to increase. The increase in hours an employee worked began a steady increase,  25-to-64-year-olds who worked 50 or more hours per week rose from 14.7 percent in 1980 to 18.5 percent in 2001, and continued to climb.  We now have a situation where employees work longer hours than anytime since the industrial revolution. Today, in 2007, employees work a half a day more each week than they did in 2002, and a day more then they did a decade ago. In addition, one-third of American employees do not take their 10 days of paid vacation offered by their company, leading to a vacation deprived workforce (HR.com, 2006).

The CEO and Conflict in the workplace

Employees are readily aware of the gross inequities in the workplace. They are well aware of their CEO’s opulent salaries and retirement packages that provide ample security and wealth. At the same time CEO’s are well aware of their employee’s struggles; their need for two family incomes, the demands for working longer hours and a pension system that is precarious. 
CEO’s have created a workplace that employees experience as: intimidating, devoid of commitment and motivation, filled with mistrust, contempt, and cheating. Some corporations resemble armed camps where management engages in continuous surveillance of employees. They have created corporations that have evolved into a costly and ever ending struggle, as employees spend increasing amounts of time attempting to outwit their employer’s attempts to increase control. For example, at Home Depot, the CEO had surveillance cameras strategically placed in all of its 1800 stores. Employees were told the cameras were installed to catch thieves, but they were also used to monitor their work behavior and employee theft. The CEO and several VPs had the capability of focusing anyone of the 36,000 cameras from their offices to observe employee behavior in the stores. Employees had to be on the floor selling; breaks and meals required punching in and out, even if the employees went to the company “break room” which also had cameras. Chatting with fellow employees on the floor was discouraged, and called “pumpkin patches” by management. If there were no customers to be served employees were expected to keep busy stocking the shelves or cleaning up. No wonder many stores experienced 70 percent annual turnover. This turnover rate increased when store employees received an average 10 cent an hour salary increase the same year Nardelli their CEO made $32 million.

Consider this example. The CEO of a large electronic retail company that is now bankrupt called in a consultant because of employee theft in their warehouse. The consultant was shown a video tape of  a terminated employee in his mid 40’s crawling on his stomach with a box under his arm. It turned out he was stealing something and was crawling to avoid being detected on the surveillance cameras. The consultant was told cameras were not very effective, only two workers were caught and an 18 percent shrink remained. Management then bought package sensor detectors which were placed at two entrances. They did not work. Then management hired security guards. The security guards did not work, they were also stealing. One day the consultant observed an employee loading an expensive computer system into the trunk of an expensive car. The employee said he was instructed to do so by his boss. When the consultant queried the boss, he replied, “Oh it’s for my daughter.”  It seemed management had two standards for theft: For management to steal it was called a perk; for employees it was theft. The consultant called a meeting of the company’s executives and told them if they were serious about reducing theft they would have to eliminate all company perks. The consultant also suggested their high shrink may be the result of their so-called “perks.” The consultant was immediately dismissed.    

The employees knew about management’s perks, their company credit cards, meetings in the Caribbean, company cars and outrageous salaries and bonuses. One employee stated, “The Company is management’s cookie jar.” Employees maintained that management cared only about profitability and personal gain, and had an attitude that demonstrated little concern about them.  Employees were bitter; they enjoyed stealing as an act of revenge, and were in constant conflict with the company.
In the early 2000’s executives discovered a new method to remove themselves from these types of  conflicts with their employees. It was outsourcing. As a CEO said, “I get rid of a major headache by outsourcing.” Executives discovered they could solve the ever ending struggles with their employees; all they had to do was terminate them, embrace outsourcing, increase profitability and increase their personal wealth.  According to Associated Press (2004), executives of U.S. companies that outsourced the greatest number of jobs reaped bigger pay and benefits. The average CEO compensation at the 50 companies that outsourced the most jobs rose by 46 percent in 2003, from a year earlier, compared with a 9 percent increase for CEOs of 365 companies that did not outsource (Anderson, 2004). 
CEO’s are able to reduce employee’s wages with the mere mention of outsourcing, or moving the company offshore.  In the winter of 2008, about 3,600 UAW workers went on strike at the American Axle plant, when Richard Dauch, Chairman and CEO, pushed to cut the workers salaries in half, reducing their salaries to $11 to $14 per hour. Dauch received a 9.5 percent salary and bonus increase in 2007, a package of $10.2 million. Since 2003, Dauch has reaped nearly $70 million in compensation. Under the pay package approved by the company’s board of directors, Dauch will make about $196,154 a week. If he cuts wages in half, workers will see their pay reduced to $580 a week. His employees are angry: If they do not comply with Dauch’s demands, he has threatened to close some plants and move operations to Mexico or some other South American country. Over the last several years, Dauch has cut the workforce at his original plants by nearly half. He closed the Buffalo, NY plant and expanded American Axle’s low-cost factories to  Mexico and other countries.  After 87 days of striking the UAW agreed to a contract where union members will receive a $10 per hour cut in pay, or receives three annual “buydown” payments totaling as much as $105,000 if they resign (Bunkley, 2008). In addition, Dauch will close two more plants. 

Termination of employees, which typically precedes outsourcing, also brings rewards for executives.  For example, after Paul Otellini, CEO of the Intel Corporation, terminated 10,500 employees: He received a 15% salary boost bringing his 2006 compensation to $6.18 million (Robertson, 2007). In 2007, Otellini’s pay almost doubled to $12.1 million.

Johnson & Johnson CEO Bill Weldon gained a 22 percent hike in compensation in 2007, raising his compensation to $25.1 million. Restructuring lowered profits by 4 percent, as he cut 4,820 jobs. 

2007 was a very bad year for Nortel; that included a stock slump and the termination of over 2,000 employees. However, CEO Mike Zafirovski received a 21.5 percent raise in compensation.

Michael Lockhart, CEO of Armstrong, received a 57.8 percent pay increase in 2007 while putting its employees on a three week per month work schedule because of  weak demand for their products. This meant that employees would see a loss of $400 in their weekly paychecks. Lockhart’s executives received substantial raises. His CFO, F. Nicholas Grasberger,  received a 39.8 percent increase in pay, and President Stephen Senkowski, a 31.7 percent increase.

We are beginning to see the impact of CEO greed outside the workplace. For example, the Potash Corporation (fertilizer), CEO William Doyle, now has stock options worth $600 Million, up from $7 Million at the end of 2003.  Doyle’s windfall reflects soaring potash fertilizer prices, up from $100 to $600 per ton, over more or less the same period. His actions may have contributed to the mounting worldwide food crisis by keeping fertilizer expensive. 

Why do CEOs engage in this behavior? How can they continuously display such apparent greed while their subordinates and others become disillusioned and bitter? 

It is easy to condemn these behaviors, and journalists, bloggers, unions, politicians and others have done so. But it is quite another thing to try and understand it. 

In psychoanalytic circles greed has not gone unexplored. Many psychoanalysts maintain that intense ambition is associated with greed.  Freud (1917) in Mourning and Melancholia, maintained that greed was a way to escape persecutory feelings. Persecutory feelings can come from a variety of sources especially intense ambition. Following Freud, Klein (1957) built on the association of ambition, greed and persecutory feelings. She maintained that in the intensely ambitious person guilt and paranoia are fused and lay at the basis the unconscious experience of persecution. Here, we will examine how greed evolves from the interplay of intense ambition, and the preparation a young executive passes through on their way to the executive suite. How a culture of greed develops in the executive suite. And, how depersonalized detachment evolves as a defense against greed and executive decisions.

Development of the Executive Type: Becoming a CEO

Let’s consider the development of the executive type. As do most professions, they learn of the required executive behaviors in the mass media and university, especially in graduate school. Consider the professional training of lawyers, physicians, engineers, professors, psychoanalysts, etc. Some observers of human behavior maintain they can identify one’s profession after a few minutes of conversation, while others maintain they can identify one’s profession by their appearance, their mannerisms, and language. The same holds true for the executive population. They are shaped by the business school curriculum and culture, as well as professors, mentors, and corporate training programs.  Consider what a professor described as the qualities of students, he believes will be successful in the executive role. He said. “In the corporate world they will be seen as reliable, dependable and responsible.  They have a powerful sense of duty to their company and colleagues.  They are expansive, something of a perfectionist and a "doer".  They have a hedgehog attitude toward work, they get the present job finished and move on to the next task, demonstrating   "workaholic" behavior, with time constantly filled with real activities.  They intensely dislike ambiguous situations, incomplete information, work half-finished, or any feeling of "loose strings hanging" and they will be impatient with those who demonstrate those behaviors. If someone does not uphold their high standards of perfection, they become indignant. They can demonstrate charming behavior along with an air of self-importance.  In social situations, they may be at their best.  They are the classic after-dinner speaker, funny, relaxed and informative demonstrating a type of inverted modesty in speaking and eliciting responses from the audience that they are wonderful.”  

In a class of MBA students who were making presentations, their dress was indicative of the Wall Street tycoons depicted in Hollywood movies. The young men wore bold striped shirts with loud red ties and red or yellow suspenders holding up their dark pleated pants. The young women wore dress suits, and a dark skirt with matching jacket, bold striped shirt with a type of loud colored ascot, and black high heel shoes. They were preparing for their simulated executive class presentations in Business Strategy. For these students, it was, as Goffman (1959) states, “a performance.” They exuded the required self confidence, maintained an air of polished and excessively friendly smiles, and a capacity to spout off data and business clichés to support their number crunching results. They worked at communicating to their observers that it was just a matter of time, with their MBA in hand, that they would be living in the penthouse. The students were rehearsing for their role, as an actor would. While all professionals learn the requirements of the role; for business professionals the training is highly intense and structured to promote certain behaviors. Business professionals, more than any other profession, have less room for the demonstration of variant behaviors, even less than a West Point graduate. (1)

Many researchers of corporate behavior maintain, that it is not the accuracy of executive decisions, brilliance or hard work that leads to success. Instead, they claim, it’s the ability to speak sharply, align with powerful patrons, engage in shameless self-promotion, be able to hide intentions, have a powerful competitive spirit, and possess an ability to avoid or hide mistakes, and some luck. But above all, they must be intensely ambitious. 

The director of Six Sigma at a major corporation stated, she hired a corporate makeover specialist and an executive coach. She was preparing to make a push up the ladder. She had a graduate degree in statistics from a foreign university and felt she was not properly prepared for an executive role. Her newly hired makeover team took her shopping, shaped her hair and made her look more “executive.” She then proceeded to learn how to talk, think,  and behave like an executive. After a year she was fired, she made the mistake of alienating her Six Sigma colleagues who gave her a negative 360 evaluation. She did not consider the disdain her colleagues had for “executive types”  

Once the budding executive enters the corporate world, their work is to be recognized, to stand out, and get on the “fast track.” Almost everyone who has worked in a corporation has heard the phrase “he/she is executive material.”  What does this mean? To a psychologist, this means that the person demonstrates certain characteristics, attitude, and the types of behaviors, thinking and maybe even appearance of someone who will someday occupy the executive suite. It also means that the young recruit may have the personality characteristics and values that will fit into a social grouping called the “executive constellation”. It also may mean that the recruit is viewed as someone who will support the efforts of the executive team, and add to team cohesion, at the same time demonstrating appropriate subordinate behavior.

What are the characteristics a young recruit must demonstrate to become “executive material?” These characteristics may vary from culture to corporate culture, but to be selected requires three factors: (1) The recruit must display a weltanschauung that is similar to the executive team, (2) The recruit must have intense ambition, and (3) The recruit must have a type of self system that welcomes identification with corporate executives. There are a number of ways of characterizing these candidates, they can be what Lifton (1968) refers to as having a “protean self” or what Riesman’s  et. al. (1950 ) refer to as “other directed” personality or what Winnicott (1960) calls the false self, or what Bollas (1987) calls the normotic personality, or what Solomon (2004) calls the “as if” personality. It’s, as if the  candidate “to be” is a blank slate eager to be molded, and is ready to accept the expected  identity as one would put on a suit of clothes.
This malleable self emerges not from some structural defect in the personality, but from two factors: (1) intense ambition and desire, and (2) real confusion about what type of person one is. Lifton (1968) claims this confusion comes from without and lay in the very culture the person tries to survive or thrive within. One can readily observe that in this volatile ever changing environment, the highly mobile, culturally confused, but intensely ambitious young person is without a “mooring”, and is exceedingly ambivalent and dependent. As the young person embraces careerism, he/she is ambivalent about ties to the past or future. Whether these ties will hinder or propel their movement forward is questioned. Overtime, the young candidate, while imitating  the behaviors of those executives who are engaged in the assessment process, comes to accept the behavior as real, and internalizes the behavior: it becomes  part of his/her identity and part of the ego ideal. 

Writing about the ego ideal and its relationship to work, Czander (1993), describes the function of the ego ideal as primarily protective. In most cases, fantasies associated with ambition are directed consciously and unconsciously toward gratification. When gratification is not obtained, the fantasy is not given up, but safely tucked away in the ego ideal. Piers and Singer (1952), see the ego ideal as goal setting and claim it has four attributes: (1) The core of narcissistic omnipotence, (2) The sum of early positive identifications, (3) Layers of later identifications, and (4) Goals connected to the need for mastery. Reich (1960) describes the ego ideal in terms that closely resemble Kohut’s grandiose self; a self that functions as a container for narcissism. The ego ideal contains the fantasy that the person is admired, omnipotent, and an idealized object that contains a fusion of self and object representations, this is similar to Kohuts bipolar self.

The recruit’s ambition, contained in the ego ideal is nurtured through identifications with  key objects, be they mentors or executives or even the corporation itself. Sometimes being selected and then undergoing their company’s management training program nurtures the ego ideal, by having trainers, guest lecturers and consultants, and executive speakers give them what they perceive as the “keys to the kingdom.” In addition, to management training programs, executives place considerable pressure and demands on the young candidate; the candidate is mentored, and molded into the required type. The selection process is thorough and only the person who displays the right “executive behaviors” continues. Those who do not, are rejected. Those who question the “realness” or genuineness of  these expected behavioral displays are quickly rejected and labeled as cynics, non team players, loose cannons, disrespectful, or even having problems with authority. When a young recruit is rejected, its a powerful narcissistic injury, and they typically display contempt towards the executive(s) and the company that rejected them. If  defenses fail the young recruit moves into a depressive position. 

As the young candidate moves up the ladder, their ego ideal is continuously bombarded with impingements. The capacity to keep the fantasy allows one to continue to function at work despite numerous narcissistic injuries. As we shall see, the young executive who makes it to the executive suite develops a defensive structure and interpersonal style that protects the ego ideal and promotes depersonalized entitlement as a functional defense.  

The CEO

Considerable effort goes into climbing the corporate ladder. However, no matter how hard one thinks they worked to get to the top, CEO’s report the effort climbing was nothing compared to the effort necessary to stay on top.  A typical CEO works 14 to 16 hours a day, and many work 7 days a week. They attend several meetings a day, often traveling from meeting to meeting. Travel times that once were considered “down-time,” where a CEO could get away from the office, is now spent electronically connected, on their laptop, phone, or blackberry. They often have breakfast, lunch, and dinner meetings. They get to bed late and wake up early. 

The CEO must not only have the capacity to be a workaholic but must also have the unique capacity to spend 16 hours a day multi-tasking. These multiple tasks often have little relationship to each other. Multitasking is especially apparent when the CEO is leading a conglomerate or global business. In these businesses, multi-tasking may involve several different industries, languages and cultures. Unlike scientists, scholars, surgeons and other professionals who must concentrate for long periods of time on a single task or goal, CEO’s must move quickly from situation to situation, handling scores of disconnected events each day. 

How long can they do it? Not long.  The average length of stay at the top is between 5 and 6 years, some of the reasons are attributed to burnout, retirements, resignations and terminations.

What we may have is the equivalent of an athlete who has devoted themselves to becoming a professional, and “making it to the big leagues”. They have worked hard, practiced countless hours and for many years with clear awareness that others may be more talented, or they may suffer an injury (failure), that will dash their dreams. If they make it, their insecurity increases with the realization that they have a few years before injury, loss of skills, or better athletes come along. In addition, they dread the failure associated with being a member of a loosing team. They take illegal drugs, doctor their equipment, and hire trainers to keep them fit or mask their injuries. In their professional position, they want to make as much as they can in their short lived occupation. They want to have a “Career Year”, especially the year before their contract ends.  They welcome the off season to refresh and prepare to face another year. 
The CEO’s ambition and resulting predicament is similar to a professional athlete, but the differences lay in the enormous responsibilities of leading a company, with the absence of an off-season, or sabbatical. This often precipitates conflicts and impacts the support systems necessary to maintain a level of ego functioning. Consider this example: A young wife of a high power Wall Street executive entered therapy. Her chief compliant was against her neglectful husband. He left the house daily at 5AM and returned often at 11 PM. On weekends, he worked Saturday until 2 PM, and if he didn’t play golf he sometimes worked Sunday till noon. She hadn’t had sex in 3 years. She would take vacations with their children to their summer house. Her husband would join them on weekends and he would sit on the beach with his laptop, blackberry and two cell phones. Summer parties would always be with colleagues from work.  He made millions and he promised his wife that as soon as they accumulated enough money he would quit. It’s been almost 15 years and many millions later. She believes he is so driven he will never give it up and will drop dead from exhaustion. The Japanese have a word for this, working oneself to death, called “Karoshi”. Japan even has a secretary general of the Karoshi Bengo Dan Zenkoki Renraku Ki-ghee, or National Liaison Council of Lawyers on Death from Overwork.       

The Intensity of ambition and the experience of guilt

Given the intense ambition and the absence of time to relax, contemplate or engage in the important work of self-reflection, the CEO’s ego runs the risk of being  overwhelmed with guilt, and its derivatives and anxiety. Thus, the ego cannot engage in the work of finer differentiation between vital and pleasurable acts and activities. Total war is waged against the pursuit of pleasure; now money and the pursuit of wealth step forth as the arbiter of psychic salvation. From a psychoanalytic perspective, the required endurance leads to a blunting of basic impulses and fights against the impulses; pre oedipal, oedipal, sex and love, often extending to the point of denying the fulfillment of basic physical needs such as sleep and bodily comfort.

In the early 1980’s, we witnessed two significant changes among those who ran America’s major corporations. Terminations moved from becoming a decision of “last resort” to a decision of “first resort” (Kochan, 2006), and at the same time CEO pay packages began to dramatically increase. Rennie (2006) confirms this phenomenon. She compared CEO’s who terminated employees and those who did not. She discovered CEO’s that terminated employees obtained greater increases in compensation then those who did not terminate employees. She studied 229 firms that terminated employees at least once between 1993 and 1999, and found that in the year after layoffs occurred, CEOs of these firms received 22.8 percent more in total pay than CEOs of firms that did not have layoffs. Rennie (2006), also discovered that the year layoffs occurred, CEOs of layoff firms received 19.6 percent more stock-based compensation than CEOs of non-layoff firms. This stock based enrichment increased significantly over the years following layoffs. One year after layoffs, CEOs of firms that laid off employees received 42.6 percent more stock-based compensation than CEOs of non-layoff firms. Two years after layoffs, that percentage rose to only 44.9, but jumped to 77.4 percent after three years.

The classical psychoanalytic position maintains that if a CEO must terminate employees he/she would experience guilt. Furthermore, when experiencing guilt they would seek resolution or reparations. Therefore, we would expect that a CEO would attempt resolve guilt by accepting an unjust distribution of income position and would reduce the income gap they helped create. But this does not occur. The opposite occurs.  Rennie (2006), discovered that these CEOs rewarded themselves handsomely as they engaged in large scale terminations. Why?

There are three explanations: (1) Guilt and entitlement, (2) Depersonalization, and (3) Narcissism. 

The power of guilt:  Entitlement-a reaction formation defense to guilt.

Consider this case; a middle-age executive was recruited to become the CEO of a medium size company. For the first 8 months, he flew by private jet several hundred miles each weekend to be with his family. When he began to devote more time to work on weekends he demanded that his family move. It was the third move in seven years. His two teenage children feeling the absence of an opportunity to settle in and make friends began to act out rage.  He and his family had a feeble social structure; no friends, relatives far away, both he and his wife had grown distant and angry.

Increasingly, work would be his refuge. However, it became increasingly difficult to use work to defend against guilt and paranoid ideations, and he became an angry person. His anger was a defense, and he would fly into bouts of rage when feeling guilt or fear. Entering his new position from the outside, he joined a company that had a tight knit culture and two powerful VP’s who made no secret of their angry feelings about being passed over for the CEO position. They clearly disliked the new CEO (“the outsider”). The CEO found no social structure at work and it became a fearful place.  After months of negotiating with the Board, he convinced them the two VPs were blocking his ability to bring change and received permission to fire them. He then renegotiated his contract and obtained a major salary increase with millions in stock options for himself.  He was now in control. 

He joined an exclusive country club where he would spend his weekends engaged in fundraisers, dinners, and social events. His disgruntled wife joined a society that she considered “garish and showy.”  These activities served an important function for the CEO; they served as a showplace where he could validate his power and defend against the guilt and shame associated neglect of his family, and compounded by the termination of his VP’s. He projected guilt and shame onto the VPs, their symbolic killing allowed the CEO to unconsciously disavow this experience. The VPs were a split off part of the CEO’s self that contained his “bad” rage at himself for crimes against his family and others. He was now free to feast and reinforce his “ego ideal”. He further reinforced the “ego ideal” by engaging in country club activities. Work, money, and the country club provided much needed narcissistic supplies. When feasting on narcissistic supplies, the CEO was elated, omnipotent, omniscient, handsome, sexy, adventurous, invincible, and irresistible. When in this excited state, he was particularly found of meeting new people. He would remember everyone’s name and conversations. When he was “on top” it was like being in a manic state; he was bubbly, generous, the life of the party. 

The gratification associated with the act of greed allowed the CEO to experience vitality. He was now the clean handsome successful boy of his mother’s dream, not the dirty angry revengeful kid who was disliked. The question is- How?  By linking greed with vitality.  Vitality defined as being alive in the physical and psychical sense. According to Winnicott (1965) and Bollas (1989) vitality is the true self. But for the CEO the vitality obtained from the money and the accoutrements it bought was short lived. The CEO shifted back and forth between the brooding angry man flooded with unconscious guilt and the happy gratified CEO. His greed had to continue, it was a need and like the obese person he had to continue to feed himself. The vitality was like a rush, an addiction, when he experienced the vitality it was as if he was whole.  Another way of thinking about this type of excitement is to think of them as phantastic objects. Tuckett and Taffler, (2003), developed this phrase describe this mental representation as an imaginary scene “ …a mental representation of something (or someone) which in an imagined scene fulfils the protagonist’s deepest desires to have exactly what she wants exactly when she wants it. We might say that phantastic objects allow individuals to feel omnipotent.

The CEO worked very hard to avoid the other side of the coin, the failure associated with the inability to replenish. In the meantime the company suffered from the loss of the two experienced VPs. Sales dropped and turnover increased. He increased his hours and terminated several hundred employees and was pushing the board for a significant bonus. In the past two years he has worked to bring the company back to the level it was at when he joined. If is not clear if he will succeed, and the only thing for certain is he will be a wealthy man. 

For this CEO, and other CEOs who feel helpless, impotent and over-their-heads in the face of often complex and multiple dangers, the more they need wealth. Greed is a method to defend against angry, frustrated, and destructive feelings. Paul Wachtel (2003) in his paper “Full Pockets, Empty Lives” agrees, and sees greed as a defense against fragile self-esteem.  

These CEO’s, who obtain wealth as they terminate their employees, are racked with conscious and unconscious guilt. They also suffer from a type of paranoia typically associated with intense ambition, and compounded by feeling they are surrounded by angry employees. An analysis of  the famous quote from Gordon Gekko, the prototype of greed, in the movie Wall Street may help explain this somewhat problematic relationship- symbolically killing one’s employees and obtaining a salary increase. In the movie, with the help of a young executive (Bud Fox), who has insider information, Gekko plans to sell off a company and terminate many jobs, and make millions. Included in the terminations is Bud’s father. A speech by Gekko may help explain the relationship between guilt and greed. Gekko says, “Greed is good, greed works, greed clarifies, cuts through and captures the essence of the evolutionary spirit.”  For Gekko greed serves an important function, and like the executive described above, ego functioning is sustained through the fantasy that things will get better once enough wealth is accumulated. This fantasy, contained in the ego ideal, serves a defensive function by protecting the ego from overwhelming id guilt and the paranoia associated with the fear of loss and termination, a symbolic death.  Consequently, the experience of dissatisfaction is avoided, not in the sense of creativity and accomplishment, but by being driven to terminate others (the bad objects) and accumulating wealth. According to Levine (2000) the end result of greed is not to gain satisfaction but to avoid frustrations. Gekko, like many CEO’s, consumes but is never filled. Like Gekko, their ego cannot engage in the finer differentiation between the needed, vital and pleasurable acts. Gekko, surrounds himself  with beauty, but  cannot see it.  All he sees is value. When showing off a work of art Gekko states: “This painting here, I bought it 10 years ago for $60,000, I can sell it today for 600 [$600,000]; the illusion, has become real, and the more real it becomes, the more desperate they want it—capitalism at its finest."  For Gekko the illusion is beauty in the painting, and for him it only becomes real when it’s worth is articulated. His greed creates a rupture between the pursuit and consumption of the object, as well as the pleasure and satisfaction it is supposed to bring.  

Gekko says, “… greed clarifies…”. What is clarified is the ego ideal. Wealth and continuous involvement in attaining wealth keeps feeding the ego ideal and avoids the overwhelming experience of frustration which is unconscious guilt and fear. Gekko goes on to say, “…greed…captures the essence of the evolutionary spirit.” According to Shefelman (2008), the essence that is captured is Social Darwinism. Gekko has survived, he feels on top. An evolutionary winner, an oedipal winner, filled with a powerful sense of vitality.  He feels special and entitled.   

According to Klein and Riviere (1964), the act of entitlement associated with greed may be a response to the experience of an internal deadness, as the executive operates and succeeds in a “False Self World”.  The concept of false self developed by Winnicott (1960), maintains that the personality structure of an individual may be built on a false self foundation- that is, a conformist self,  in which creativity, originality and risk is sacrificed for safety, image, and adoration. According to Guntrip (1969), “The pattern that is conformed to will vary with the cultural environment and may be tough, hard, competitive, submissive to authority, or self-sacrificing, intellectual, obsessively moral, and so on.” P.190  The entitlement found in these cultures may not include money, it may even be opposed to money as with the passions associated with a vow of poverty. Whatever symbolic forms the entitlement may take, it is intense and serves a defensive function. 

Like most other defensive structures, the false self organization is not always unwanted.  A certain amount of  false self organization is present in everyone, and is necessary for survival. This is especially apparent in the corporation.  Fromm (1955), would see this type of self organization as generated by the executive constellation system where vulnerabilities are hidden; where one must continuously sell themselves, and to put forth an image of being impressive, brilliant, and confident. To maintain this image is difficult and stressful work. The intimidation intensifies in the executive suite where all members are fully engaged in the business of self promotion. In this culture, one is engaged in a strategy of survival, and these relationships lack intimacy and empathy.  If we follow Guntrip (1969) , this culture can be described as a type of schizoid culture, where the constellation reacts to the experience of persecution and guilt through withdrawal and an inability to feel. In this position, the only feelings for their employees that are permitted are dread and hate. That is, they react to their employees as if they are identical to their internal bad objects. This is a projection of the bad objects onto their employees. As an executive was asked about outsourcing, “I don’t want to deal with these dependent, demanding, self righteous employees anymore”. When I outsource they become a problem for someone else. Of course he was projecting parts of his self onto his employees.

Unconscious guilt can also be defended against through collective action. It’s as if the CEO seeks others, typically fellow officers, to engage in these “acts of crime”. If these “others” are not found in the organization, the CEO will find them outside the organization, typically the country club. In many cases, the country club serves an important psychic function for the CEO. According to Lochkar (1992), narcissistic types use the country club to find others to confirm their feelings of entitlement and approval.  

Entitlement, also protects against the feelings associated with the “bad self”.  For these CEO’s the “bad self” contains feelings of dependency, love and the wish to be cared for. They bring forth feelings of vulnerability and longing.  The need for emotional interdependency is defended against by the illusion of control that is associated with the accumulation of wealth. In addition, the “good self” is fed by the fantasies contained in the ego ideal- that love with come “someday”, when he/she occupies a special heroic place where they are idealized. At the country club, or for that matter, being with “likeminded” executives who give each other constant assurances that they are different, entitled and idealized, serves a vital defensive function. 

On the other hand, there are successful CEO’s who demonstrate empathy and genuinely care about their employees welfare. These CEO’s have established relationships with their colleagues, and use the executive constellation to function as confidants, and as objects that provide the necessary support and ego strength to function and psychically survive.  When these relationships are open and honest, they become important self objects for the CEO and they help protect the CEO from fearful paranoid ideations. When the executive constellation abandons the CEO, in an emotional sense, or the executive constellation contains people who see their work as idealizing the CEO, then money and the symbols associated with wealth become self objects. Thus the weakened CEO is in a constant state of hunger; substituting money and status, for intimacy and meaningful relationships.

Depersonalization
We have established that entitlement serves two purposes: One, it reduces the experience of conscious and unconscious guilt associated with terminations and getting too much.  Secondly, entitlement is a way to escape the narcissistic injury associated with the fear of persecution. However, entitlement serves a third purpose, it is a restorative defense against depersonalization. That is, entitlement unconsciously means,  “I will be real again”. 

The depersonalization process develops both within the CEO and within the culture of  the executive suite. 

First, when we are discussing depersonalization we are not referring to it in the clinical sense or what is sometimes called chronic depersonalization. Also, we do not see it as a symptom that may occur in panic disorder, borderline personality disorder, post-traumatic stress disorder (PTSD), acute stress disorder, or a dissociative disorder. What we are discussing is a depersonalization process that evolves over time, and is associated with the requirements of a role, in this case the role of being a CEO.

There are two contributing factors depersonalization among executives; first it is the result of the type of demands placed on the CEO, and secondly,  it is associated with termination of their employees. 

To survive, and advance their career, the executive sees work, and later life, as a game. They believe everyone plays the game, all the time (Simeon and Abugel, 2006). It is similar to a Machiavellian game, devoid of spontaneity.   

According to Simeon and Abugel (2006), “the symptom of depersonalization can occur in normal individuals under such circumstances as sleep deprivation, the use of certain anesthetics, experimental conditions in a laboratory (experiments involving weightlessness, for example), and emotionally stressful situations (such as taking an important academic examination or being in a traffic accident).” As previously discussed CEO’s experience significant stress, over long periods of time. This stress  is similar to burnout, discussed by  Maslach, et. al (1996). They see burnout as a type of emotional exhaustion that can occur among individuals who work extensively with others under considerable time pressures. Furthermore, burnout is particularly relevant in individuals  working  in emotionally charged situations. Therefore, depersonalization is a form of executive distancing, and a psychological defense against emotionally charged decisions, especially decisions that impact the lives of many.  In addition, Cameron, et. al. (1993), maintain, that executives distance themselves to avoid criticisms and blame.  Another aspect of the depersonalization process is the structures executives establish to distance themselves from their decisions. 

Consider the following methods executives use to distance themselves from their actions. According to Rogers (2006), Radio Shack was planning to terminate many employees. They called their employees to a large meeting hall. Upon entry, they were given either a pink slip or a blue slip. Those receiving a pink slip went into one auditorium and were instructed about the termination process by an HR consultant. Those receiving a blue slip entered another auditorium to hear from the CEO, how the company was moving forward. The question is raise: How could the CEO discuss the future of the company in glowing terms to an audience of survivors as colleagues were being symbolically killed in the room next to them? 

In another example, a small engineering firm developed this unique depersonalization process to terminate their engineers. On Monday morning, when arriving at work, if one found their personal belongings outside their office door in a cardboard box, it meant they were fired. They were expected to pick up the box and immediately depart. If they did not immediately depart, a security guard would be called. As expected. Monday morning arrival at work was particularly stressful. Employees would peer down the hall and breathe a sigh of relief, if they saw no box. While the executive constellation employed this depersonalization process, it also had the effect of projecting their stress, anxiety and humiliation onto their employees. The executives established a structure to defend against anxiety, guilt and shame.  Furthermore, if someone was “laid off,” the decision was made on a 3:30 PM at the Friday HR meeting. The timing of this meeting ensured that lengthy discussions and emotionally charged conflicts would be minimized. The executives would wrap up their decisions within an hour so they could get a head start on the weekend. 

These conditions symbolically resemble mass murders and to survive powerful guilt the executive constellation develops a defensive structure. The constellation substitutes the organization for the ego ideal (Schwartz, 1990) and establishes a punitive structure. Kellerman ( 1981) maintains that, “the most powerful affliative element attracting any member to a group will depend upon the extent to which the group’s punitive structure corresponds to the punitive or superego structure in the personality of that particular member.” P6.   

The punitive structure is developed to contain the group’s view of how to and how not to punish others, be they fellow employees, vendors, customers, competitors, nonbelievers, outsiders, etc. Kellerman (1981), describes three types of punitive structures: Extrapunitive structure where the group searches for scapegoats or those who are considered dangerous outsiders, in a corporation these groups could be unions, competitors, employees or even departments. Intrapunitive structures are where the group looks inward, no one needs to be blamed because the group does not make mistakes. This group develops a powerful sense of cohesion as it seeks justice and uses self righteousness as a type of “groupthink.” The third type is the impunitive structure, where self examination is at the core of this group’s culture. 

Consider the following example: an extrapunitive structure was apparent in the executive constellation of a retail company. The Regional VP and his District Managers would meet weekly and discuss sales and future events. Blame was projected onto the Store Managers who were constantly criticized at the executive meetings. On the average of once a month, a store manager would be terminated. They were the classic scapegoats. The problems were always “out there,” and never in the group. When a psychologist was called-in by an executive VP from the home office, the group immediately established defenses. The group refused to discuss any internal issues. The psychologist was seen as a threat because he represented  self examination (Impunitive structure). This was experienced as a threat to the executive constellation. For anyone to be affectively expressive precipitated conflict and would fused its extrapunitive structure with an intrapunitive structure.  The more threatened the more they intensified their macho culture and worked hard to create an image of “New York tough guys”. When they would meet with executive teams from other parts of the country, they would aggressively put forth this image of what they called “street smart managers”. Needless to say, candidates were selected to join this “elite team” based on having these characteristics.  In these structures, the executive constellation makes excessive use of projective identification both within the team and without. The executive team fosters a collusive system between junior executives and senior executives. The senior members project their split off  doubts and incompetence, onto the junior executives. Now, the junior members could be seen as less experienced and incompetent, and the senior members could hold onto the illusion that they are brilliant and wise. Along with this attitude the executives now are “entitled”, they deserve more.  In turn, the junior members split off and project their competent and brilliant self’s onto the seniors. This allows the junior members to avoid responsibility, anxiety and failure. They can hide behind their lower status. It’s the creation of these illusions that feed the ego ideal, an agency where entitlement flourishes.   

Chasseguet-Smirgel (1985), maintains that the difference between the superego and ego ideal is that the ego ideal promotes an illusion, and this has greater relevancy for  group cohesion. Freud  (1921), argued that the authority of the group can remove the person’s superego and allow forbidden greed. However,  it’s the ego ideal that brings forth entitlement. This occurs when the super ego is externalized.  Conscience is lost, guilt is defended against, and the team creates an illusion of their self importance and power. Obtaining large amounts of money, terminating employees, and engaging in immoral acts reinforces this illusion. The internal controls, namely guilt and conscience is now  “out there” and an attitude prevails in the executive suite that greed is permitted, as long as no one gets caught.

Many executive teams vacillate back and forth between extrapunitive and intrapunitive structures. It is often the behavior of the CEO, who leads the executive team in one direction as opposed to another. However, the team can also recruit a new member who will be unconsciously called upon to move the team. An example of this occurred at a college that was having difficulty with their student population. The executive team at a university brought in a consultant to give a keynote address at their annual retreat for administrators. The consultant proceeded to make the executive team feel good by blaming all their woes on  students and faculty.  Shortly after the event, the President of the college hired the consultant as a dean. At a “meet the new dean” event the dean explained why he had chosen to join the college and said it was because of the superb administration that he called “World Class.” The executive constellation moved from an extrapunitive structure to intrapunitive.

 Extra and intra-punitive executive structures present an interesting way to understand problematic executive constellations where depersonalized entitlement is apparent. These are seductive structures. They are extraordinarily cohesive, they promote a rich grandiose fantasy life, and because of this, they can be a compelling and attractive. Being a member of this type of executive team can validate one’s identity or even create an identity. 

Entitlement can be embedded in the culture of the group as a defense to either direct blame outward, or engage in self idealization, or both. Entitlement becomes the primary group task and brings about a heightened sense of trust and security in the group constellation. In an extrapunitive structure, they get more by pushing against the larger corporate culture and unconsciously creating a “we-they” culture.  In the intrapunitive structure, they deserve more. Again, getting more is symbolic. It could be love, admiration, blessings, etc.

Following Klein (1957), entitlement becomes a way of escaping injustice.  That is, entitlement allows one to escape unconscious persecutory feelings, and defend against internal fears. This is accomplished by creating external conflict, that is, externalizing fears. Five brief cases will illustrate this. The first four cases, executive constellations, in a chronic state of fear, utilize the defense of depersonalized entitlement by exhibiting appalling greed and a gross loss of empathy. In the fifth case, a CEO demonstrates guilt, shame and empathy, only to be symbolically killed by his executive constellation.

Case 1: Two weeks before Christmas, the executive constellation of a large electronics firm laid off 20,000 employees. The CEO and his close circle of executives were so fearful, they asked the police to close a nearby gun shop. On the day before Christmas, the CEO gave himself and his executive constellation a handsome Christmas bonus. Here, we see the connection between the fear of retaliation, the fear the executive constellation would be shot by angry employees, guilt and entitlement. For this group the money was a symbolic protector against the fear associated with harm. Their feelings of entitlement were an attempt to get out of the CEO’s predicament that they were indeed guilty, and would be punished for sending off 20,000 employees to their symbolic death. 

In most of these cases, the executive constellation forms a tight bond centered on a self righteous delusion that they are collectively entitled, they shift from an extrapunitive structure to an intrapunitive structure. The entitlement is also supported by the idea that they struggled with difficult decisions worked long hours, and asked their families to make significant sacrifices during the holiday season. 

Case 2:  Paul Otellini, CEO of the Intel Corporation terminated 10,500 employees but received a 15% salary boost, bringing his 2006 compensation to $6.18 million. As Rennie (2006), has points out these are not isolated instances.  

Case 3: Merrill Lynch’s CEO, John Thain  received more than $83 million in 2007, which included a $15 million bonus, while shareholder return dropped 41 percent, and 4,000 employees were terminated.

Case 4: After a significant stock decline, and the laying off of hundreds of what the CEO considered to be overpaid retail store associates, the CEO presented all his senior VP’s with high priced automobiles for Christmas. The gifts were presented in the most ostentatious fashion: Several automobile haulers arrived at the headquarters. The VP’s then went into the company’s parking lot and yelled with joy as their new cars were unloaded. They failed to pay attention to the hundreds of employees looking out the glass windows at the display.

Case 5: Consider what happens when the CEO moves in the opposite direction: Shows empathy, and responds to layoffs by reducing his, and his manager’s compensation. The CEO of a small privately held non-ferrous foundry lost multiple contracts, and had to lay off most of his production workforce. At an employee meeting he shared his upset and promised he would bring them back as soon as he obtained more work. The workers wanted to know why he did not layoff his managers, who were responsible for procurement of contracts. The CEO said he needed them to procure contracts, but he would significantly reduce their compensation during this period. Shortly after, the CEO met with his managers and announced a significant pay reduction. They were outraged and demanded that the CEO tell the laid off workers to leave the premises immediately, and if they did not, to call in the police. The CEO responded with outrage at his manager’s lack of empathy. He was caught in the middle. The managers refused a pay cut and said they would leave the company. The CEO gave in to his managers, knowing that his company would fail if they left. His HR manager escorted the laid off employees to the parking lot. The employees wanted their managers to share the pain of the layoffs; the managers responded with outrage and forced the CEO to their side.  If the managers had allowed themselves to exhibit empathy it would have intensified the feelings of guilt and the narcissistic injury associated with the lost contracts. Their intrapunitive structure allowed the managers to join together in engaging in self righteous entitlement which served as a defense against feelings of guilt, shame, and persecution.

To maintain depersonalization and adequate ego functioning, at the same time requires the development of a structure where the executive constellation can utilize multiple defenses. In this case, a punitive structure allows the executive constellation to utilize the defenses of projection, reaction formation, idealization, repression, isolation of affect, denial, disassociation, identification and projective identification (Czander, 1993).   

Attempting to answer the question: Why CEOs engage in greedy behavior, is problematic without exploring the construct of narcissism. Narcissistic behavior is apparent, when CEO’s continuously display greed and little empathy for their subordinates and become desensitized to the outrage from their employees, stockholders and others.  We will refer to this as occupational narcissism.  
Narcissism as a Cultural Phenomena- Occupational Narcissism
According to Post (1993), the upper levels of government and corporations are filled with “successful narcissists,” or what Maccoby (2000) calls “productive narcissists.”  How can we understand these phenomena? 

When reviewing the literature on narcissism the question that typically arises is: Are these behaviors that appear to be narcissistic a function of characterlogical disorder or are they behaviors inherent in the role of CEO and are learned? That is, are narcissistic behaviors a function of the role of being an executive? Or, is narcissism a necessary precondition to move into the executive suite? Or, maybe a combination of the two? 

From a systems perspective, we understand organizational roles as at the intersection between the individual’s biography on the one side, and the organization with its tasks, structures, history, culture and norms on the other. Therefore, it may very well be that what we witness as narcissism in the executive is a function of characteristics of the person and the demands of the role. It may also be that if the role requires the demonstration of narcissistic behaviors that this would have a significantly stronger pull for the executive who possesses narcissistic traits than would any other cluster of personality characteristics. Two factors are relevant, if the executive has narcissistic proclivities he/she may fit into the executive role with relative ease. Secondly, if the executive has a characterlogical structure that is malleable, they will be able to adopt and internalize the role requirements that appear to be narcissistic. 

It has long been established for one to move successfully through the various roles we occupy, being a son, daughter, patient, parent, uncle, aunt, teacher, policewoman, husband, friend, wife, lover, customer, employee, etc., requires taking on the behaviors associated with the role. Writing about “patienthood”, Levinson and Gallagher (1965), maintain that in order to function successfully in the role of being a patient one must learn the required behaviors of that role. For example, attempting to gain entry into a mental health center requires careful study of those who gained entry, and an avoidance of those behaviors that did not lead to entry. Often the waiting room is where patients learn to demonstrate the appropriate behaviors to the intake worker and gain entry. (Levinson and Astrachan, 1974). 

Harry Stack Sullivan writing in 1931, says:

 “A study of ‘social recovery’s’ in one of our large mental hospitals some years ago, taught me that patients were often released from care because they had learned not to manifest symptoms to the environing persons; in other words, they had integrated enough of the personal environment to realize the prejudice opposed to their delusions. It seemed almost as if they grew wise enough to be tolerant of the imbecility surrounding them, having finally discovered that it was stupidity and not malice. They could then secure satisfaction from contact with others, while discharging a part of their cravings by psychotic means.” P. 982
It has also been established that to function successfully in a professional role not only requires learning the required behaviors associated with the role, it also requires abstaining from demonstrating behaviors considered inappropriate.  

We can see the relationship between those who seek the MBA degree as a ticket to the executive suite and how MBA and corporate training and mentoring may reinforce  narcissistic behaviors. They are thereby given credence to the narcissistic personality as standing a better chance to succeed in the corporate world then other personality types. It is established, that it is the culture that requires the executive role occupant to demonstrate these narcissistic behaviors called “occupational narcissism.” 
This characterization of narcissism with an occupation is not unique. John Banja (2004), coined the term “Medical Narcissism” as the need of health professionals to preserve their self esteem leading to the compromise of error disclosure to patients. Also, Banja (2004), uses the term “deification projections,” where patients literally deify their doctors. He maintains the adulation and respect the physician gets from so many patients is a narcissistic aphrodisiac. Barnes (2008) suggests that lawyers, as an occupational group, suffer from narcissism and he calls it the “narcissistic entitlement syndrome.”

Occupational narcissism is a function of the relationship between structure, role, training, mentoring and personality. Occupational narcissism is generally marked by a pervasive pattern of grandiosity, a lack of empathy,  a strong desire to be noticed (singled out as being special), a powerful sense of entitlement, and a need for constant attention. 
Glowinski (2008), adds to our understanding of occupational narcissism, stating that narcissism is found primarily in men, and he maintains that seventy-five percent of those diagnosed as narcissists are men. He also claims there is considerable difference between female and male narcissists, with respect to how they behave. He claims male narcissists often seek attention and control through employment, publicity, and short-term sexual relationships. In the corporate world, these men gravitate toward extrapunitive and intrapunitative structures which allow them to utilize blame and scapegoating. They embrace an image that it is aggressive and manipulating in order to gain power, status, or money. 

They seek celebrity status, and believe that to achieve this status will increase their managerial prowess and wealth. As long as a narcissistic culture is dominant in the corporation, and CEO’s seek celebrity status, the compensation gap between the top and the bottom will continue to grow. In a study of 1500 companies, from 1997 to 2005, Fritz, Hayward and Larsen, (2008), looked at how often CEO’s appeared in the press and popular magazines. They found that every time a CEO’s name appeared in a major publication, their salary increased $650,000. Getting one’s picture on the cover was worth an extra $1.1million. It did not matter if the company was failing or succeeding. According to the Hotchliss (2002), “our culture is full of narcissistic influences that numb us to the reality of the problems we face.” Their distortions of reality can cause others to question themselves, and doubt their own perceptions. Narcissists will go to great lengths to promote fantasies that sustain their grandiosity, omnipotence, and self worth.  Occupational narcissists are found in high numbers among prominent elected officials, sports idols, entertainment figures and other celebrity or image based occupations where the accumulation of wealth is obtainable, and is used as a measure of ones self worth. Campbell, Bush, Brunell and Shelton (2005), set up a series of experiments, and discovered that narcissistic types worked to provide a benefit to the self, at the expense of long term costs to both individuals and society. In addition, Campbell and Bonacci (2004), in their discussion of the traits or dimensions of narcissism, maintain that entitlement is a significant trait or feature of narcissism.

 Dietsch, (2006), maintains that salary transparency is a possible solution. He maintains it would compel those who make enormous amounts of money to perceive the income gap as an unjust distribution of income and they would take action. CEO’s and executives would be hesitant to get an unfair share if their pay were public information. Consequently, he maintains that the taboo of earnings secrecy presents a serious obstacle to distributive justice. However, since 2002, every publicly traded corporation in this country is required by the government’s Security and Exchange Commission [2] to make public, a detail accounting of all the compensation given to all publicly held corporation executives. This was expected to put sanctions on those executives who violated the morality of distributive justice. However, transparency did not have an impact.  Dietsch (2006) goes on, “If ties of civil society are weak, then transparency [of salary] will not have an impact on distributive justice.”  What are these weak ties of a civil society? The weakening of ties is similar to Emile Durkheim’s “anomie,” a condition where social and/or moral norms are unclear. Where ethical moorings no longer exist, and in the process the compass that guides a just society is lost. Consequently, we loose our empathy for others, and no longer do we care for the less fortunate. 
In  a study of business school students, Mitchell et. al. (1993) discovered they had  little sensitivity to the overall fairness of high executive salaries; they were not bothered by gross salary inequity. This study was done in 1993. If  one assesses today’s Gen Y’s [3] entering our business schools; there is little hope. 

Questions to consider

The enormous gap between the CEO and the average employees (400 to 500 times) is uniquely an American phenomenon. The question then comes forth. Is there something about American culture that contributes to the CEO’s behavior, or perhaps permits their behavior or expects the behavior? Perhaps even encourages it? It is  uniquely an American phenomenon that allows corporations to abandon any type of interest in accepting responsibility as an employee care taker, and only see their care taker role as enrolling their employees in a company stock based pension system that is tied to profitability.

Data

The Income Gap

Historically the 99% of the U.S. workforce has endured slow economic growth since the late 1910s . Historically the top  the top 1% witness similar slow growth, however since the late 1980s they have had significant income growth.
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Another study by the Congressional Budget Office (CBO) (World Press.Com, 2007), found that the richest one percent of Americans saw a greater increase in their total income from 2003 to 2005 than the combined total income of the poorest 20 percent of the population. The income of the top one percent rose from under $1.3 trillion in 2003 to $1.8 trillion in 2005. The increase of $524.8 billion far exceeded the total income of the poorest fifth of Americans, $383.4 billion. This study suggests that the drop off witnessed in the AFL-CIO graph may be inaccurate.

If the top one percent had simply been compelled to live in 2005 on the same income they made in 2003, with the increase diverted to the poor, the incomes of the bottom 20 percent of the population could have been increased by 170 percent. In other words, the abolition of poverty in America would merely require stopping the superrich from grabbing an ever-greater share of the vast wealth produced by the labor of working people.

The CBO report provided other metrics for gauging the staggering growth of economic inequality. The total 2005 income of the top three million Americans was equivalent to the total income of the bottom 166 million.

The average household in the top one percent enjoyed an increase of $465,700 in annual income; the average household in the bottom 20 percent saw an increase of only $200, while those in the middle fifth saw a rise of just $2,400.

The wealthiest fifth of the population now collects 55 percent of total national income, considerably more than the total combined income of the bottom 80 percent, and the highest such figure ever recorded in the US.

The wealthiest one percent saw its share of national income double from 1979 and 2005, rising from 9 percent to 18 percent. During that quarter-century, the average income of this top layer more than tripled, rising 228 percent from $319,000 to $1.1 million. During the same period, the average after-tax income of the poorest fifth grew only 6 percent and the average income of the middle fifth grew 21 percent, less than one percent a year.

The disparities between rich and poor, and between rich and the middle, ballooned accordingly. In 1979, the top 1 percent averaged 8 times more than middle-income families and 23 times more than the poorest 20 percent. By 2005, the top 1 percent had 21 times the income of middle-income families and 70 times the average income of the poorest 20 percent.

This appears to be global phenomena. For example, there are now 9.5 million people in the world with assets that exceed one million dollars, and their growth rate is about 6 to 8 percent each year. 

The salary gap we witness in societies is also apparent in the corporate world. 

Salary Inequity – CEO Pay

 In 1965 the difference between CEO’s and the average American salary was a multiple of 24, in 1970 the difference between the average CEO was 39 times what front-line workers were making annually. In 1989 it was 71 times. In 1995, 100 times and in 2005 it rose to 400 (O’Toole and Lawler, 2006) or 500 times (Luna, 2007) the average front-line worker.   During the 1990’s, CEO pay increased by 571 percent while the average worker’s pay grew by 37 percent. A typical Fortune 500 CEO makes more in one day than what a rank and file worker makes in a year (O’Toole and Lawler, 2006).  With CEO pay up sharply and the minimum wage falling farther and farther behind inflation, the average CEO’s compensation outstripped minimum wage pay by a ratio of 821 to 1 in 2005 (Mishel, 2006). At the current minimum wage of $5.15 per hour it took a full 52-week year of work to earn what the average CEO earned before lunch on the first day of the year (Mishel, 2006). Bob Nardelli, the recently fired Home Depot CEO broke the record. His salary was 1,458 times the average hourly Home Depot associate. Consider this: If the average workers salary had kept pace with the average CEO salary, the average workers salary in 2006 would be $110,136 and the minimum wage would be $23.00 an hour, (CRS, 2007). Clearly, average pay has not kept pace. In 1999 a full-time phones sales associate at Qantas earned about $30,500 a year. The Quatas CEO earned about $1.9 million. In 2006, the same employee earned about $38,000, while the CEO earned about $5.3 million. The worker’s salary increased about 25 percent over seven years whereas the CEO’s had gone up 175 percent. If bonuses, options, etc. are included in 2006, the average U.S. CEO took home $11.8 million. The five highest-paid CEOs of public companies took home an astounding 9.8 percent of the aggregate earnings of those companies in 2005 (Sanford, 2006). 

The gap between the top and bottom in Corporate America will continue increase, for example, in 2006, the average pay for a Fortune 500 CEO was $15.2 million, up 38 percent from 2005, (Sun Chronicle, 2008) at the same time the average family made less in 2006 ($48,201) than they did in 1999 ($49,244), adjusted for inflation. 

The enormous gap between the average worker appears to be uniquely American phenomena. For example in Japan in 2006, a typical executive makes eleven times what a typical worker brings home; in Germany 12 times; France 15 times; Britain, 22 times. In America it rises to between 400 and 500 times (Feffer, 2007).

Highest Salaries

Fortune magazine conducts an annual ranking of CEO salaries and found the highest paid CEO in the U.S. for 2006 is Richard Fairland of Capital One, who made $249 million. He is closely followed by Terry S. Semel of Yahoo at $230 million (Kirkland, 2006).

Among the top one hundred paid CEO’s the one who comes in last is Douglas Rock of Smith International who makes $13.64 million a year (Kirkland, 2006). In 2007 Fairland disappeared from the list, he only made $18 million. Replacing Fairland at the top in 2007 is Steven Jobs of Apple. He received $646 million. Lagging far behind Jobs is Ray Irani of Occidental Petroleum at $321 million, and Barry Diller of IAC/InterActiveCorp at $290 million. Lastly Oracle's CEO Larry Ellison, with $192.9 million.

In another study of corporate salaries by Corporate Library (2006),  Diller was at number one in 2006 with $295 beating Fairland. William Foley of Fidelity National Financial received $180 and Terry Semel of Yahoo received $174 million in 2007. One of the highest paid Wall Street CEO’s in 2007 was Stephen Schwarzman of the Blackstone Group. Schwarzman received $350.7 million in compensation in 2007. This is in addition to the $4.77 billion he received when his stake in the firm was converted into stock as part of the group’s initial public offering. 

In 2007 these CEO’s received the following: John A. Thain of Merrill Lynch, $83,785,021; Lawrence J. Ellison of Oracle $61,180,524; Lloyd C. Blankfein of Goldman Sachs $53,965,418; Kenneth I. Chenault of American Express $53,126,585; John J. Mack of Morgan Stanley $41,399,010; Ray R. Irani of Occidental $33,624,909; Daniel R. Hesse of Sprint $29,455,746; Miles D. White of Abbott Labs $28,955,662; Robert A. Iger of Walt Disney $27,665,413; Alan G. Lafley of Procter & Gamble $26,835,350. Edward Stack, Dick's Sporting Goods CEO Edward Stack collected $61.8 million from salary, other payments and from cashing in stock options in 2007. 

CEO of Gamco a security firm Mario Gabelli received $70.9 million in compensation for 2007. He beat Goldman Sachs Group Inc.'s CEO Lloyd Blankfein, who was paid $68.5 million last year. However, the hedge-fund managers made the most money in 2007. For example,  John Paulson, founder of New York-based Paulson & Co., was paid an estimated $3.7 billion last year. Other hedge-fund manager George Soros was paid about $2.9 billion, and James Simons made an estimated $2.8 billion. Philip Falcone of Harbinger Capital received $1.7 billion. Kenneth Griffin of Citadel Investment $1.5 billion. According to Anderson, (2008), the top 50 hedge-fund managers earned a combined $29 billion in 2007.   

What do they get?

These executives get salary, bonuses, stock awards, option awards, non equity incentives, loans, compensation for retirement, country club dues, disability, security systems, vacations, tax preparations, and so on.  

 According to Singer (2007), General Electric Chairman and Chief Executive, Jeffrey Immelt received about $17.86 million in total compensation in 2006 as calculated by the company; including a $5 million bonus. Immelt's pay included a $3.3 million salary, $7.4 million in stock awards, and $574,322 in option awards, according to the proxy filing, which complied with new U.S. Securities and Exchange Commission rules on disclosing executive compensation. Included in Immelt's 2006 compensation, was $219,533 for the use of aircraft, and $76,614 for other benefits such as financial counseling, tax preparation, leased car and annual physical exam.

The chairman and CEO of American Express Co. received compensation valued at $53.2 million in 2007, nearly double his pay in the previous year. The main driver behind Kenneth I. Chenault's surge in pay were stock and options awards. He  received $42.8 million in stock awards for performance in 2007 and a special incentive stock option grant. His base salary in 2007 grew by 13 percent in 2007 $1.24 million, plus he received $6.5 million in bonuses plus $126,992 for a home security system, $323,844 for personal use of the company plane, and $102,601 for personal use of company cars.

CEO of Goodyear Tire Robert Keegan received a base pay of $1.18 million in 2007,  plus a bonus of $3.5 million, a performance-based bonus of $8.8 million, and stock awards and options that the Akron-based tire maker valued at $7.6 million. Perquisites totaled $82,323, including personal use of company aircraft and two sets of automobile tires a year.

The McKesson Corp. gave CEO John Hammergren $6.8 million in other pay, including $14,296 in financial planning services, $133,825 in private use of the company plane and $469 in "gifts." The company also reimbursed Hammergren $2,860 for legal fees he had incurred in renegotiating his employment agreement. (In other words, McKesson financed its CEO's efforts to extract a better pay package from the company.) (Kristof. 2008). In 2006, Hammergren earned $8.1 million and in 2007 negotiated full pension benefits in a lump sum of almost $76 million, if he quits. In 2007 he was 48 years old.

Chevron Corp CEO Dave O'Reilly received close to $16 million in compensation and $29.1 million from exercising options and stock awards in 2007. He received a compensation package worth $15.7 million for the year, including a $1.7 million salary, $10.2 million of stock and option awards and $3.6 million of incentive awards. There was an additional $255,251 in other compensation as well. In 2006, O’Reilly received a pay package worth $13.5 million as well as $17.1 million from exercising options and stock awards.

In the proxy for Mellon Financial, a list of perks for CEO Robert Kelly include $194K  use of a corporate jet to take him between Pittsburgh and North Carolina, $94K on a car and driver, $66K for his country club membership and another $52K to provide him with financial planning services.  

David M. Cote, CEO of Honeywell International Inc., received compensation valued at $19.9 million in 2007.  $13.4 million, came from stock and options, his base salary was $1.6 million, $4.2 million from an incentive plan, $158,739 for personal use of the company’s aircraft, $62,000 in premiums for a $10 million executive life insurance policy, $64,731 in contributions to two savings plans, $50,000 for Cote to purchase benefits of his choosing, $6,126 for security protection and $1,942 for home security monitoring and $63,367 to cover taxes on a life insurance premium reimbursement.

AT&T Chairman and Chief Executive Edward E. Whitacre Jr. received total pay for 2006 valued at $60.7 million, a salary increase of over 100 percent.  The Bedminster, N.J., telecommunications giant said in a filing with the Securities and Exchange Commission that Whitacre's total pay included a $2.1 million salary, $6.8 million in non-equity incentive plan compensation and stock awards valued at $47 million. On top of the salary, incentives and stock awards, Whitacre received $461,945 in "other" compensation, including $213,682 in life insurance premiums, $26,889 in auto benefits, and $38,214 for personal use of corporate aircraft and $24,505 for club membership. 

Eric Feldstein took home $14.6 million in 2007. He was awarded a $1.2 million salary, a $900,000 bonus, and $3.63 million of other compensation. He also received a performance award valued at $2.95 million and incentive payments valued at $5.91 million also $2.35 million to cover taxes on a performance award, a $1 million retention payment, $66,703 for use of company aircraft, and $7,200 to pay for a rented parking space in New York City.

Comcast Corp. chief executive officer Brian L. Roberts received about $27.8 million in compensation in 2006.  In addition to his salary he received $8.4 million in incentive pay, stock options and awards, and nearly $3 million in perks that included insurance and use of the company aircraft for personal business.  His father, the company founder and Chair of the company’s Finance Board, received $24.1 million. 

The total compensation for departing Coca-Cola Co. chief executive Neville Isdell rose 4 percent in 2007 to $21.7 million. Isdell got a base salary of $1.6 million, $6.6 million from the non-equity incentive plan, $12.6 million in stock and option grants for the year and $817,066 in other compensation, which included $341,849 in personal use of the company aircraft.

Richard  Fuld the CEO of Lehman Brothers, is another example of these excesses. According to Yalman Onaran (2007), in 2006 Fuld received a 17 percent salary raise to bring his yearly total to $40.5 million. This income included $6.3 million cash bonus, $10.9 million of restricted stock, $10 million in options, $750,000 in salary, and $12.5 million from a vested portion of a long-term incentive plan. In addition, starting in 2007, Lehman pledged to pay Fuld $180 million in stock over the next 10 years provided he stays with the firm (Onaran,2007).  

Fuld is not the highest paid Wall Street CEO, he has three ahead of him. Lloyd Blankfein of Goldman Sacks made $58 million in 2006, followed by Stanley O’Neal of Merrill Lynch at $48 million, and John Mack of Morgan Stanley at $42.2 million. In 2007, Blankfein made over $53 million, and Mack made over $41 million. The CEO who took over for the ousted O’Neal, John Thain made over $83 million.

The famous Christmas bonuses are also painful to observe from an average worker’s perspective. In 2006 Morgan Stanley’s John Mack found $40 million in his stocking. Goldman Sach’s Lloyd Blankfein got more than $53 million (Gettler,2006). In 2007 Blankfein’s holiday bonus was increased to $68 million. Goldman Sachs, will distribute  $12.1 billion in Christmas bonuses to its employees in 2007 (up from $9.9 billion last year). Lehman Brothers will have a 2007 Christmas bonus pool of $5.7 billion, with its CEO Richard S. Fuld  receiving a $35 million stock bonus on top of his salary and benefits. In 2007, the four largest investment firms, Goldman Sachs, Morgan Stanley, Lehman Brothers and Bear Stearns, gave out year end bonuses of nearly $30 billion. The Christmas bonuses on Wall Street are 14 percent higher in 2007 year than 2006.

Investment bank Goldman Sachs bonuses have increased 22 percent and in 2007 gave $12.1 billion in bonuses. Its CEO Lloyd Blankfein received $68 million while in 2006 he received $54 million. Goldman co-presidents Gary Cohn and Jon Winkelried were each given bonuses worth $40.5 million, up from $26 million apiece in 2006.

Lehman Brothers gave out bonuses of $5.7 billion in 2007, with it’s CEO Richard Fuld  receiving a $35 million stock bonus. Fuld’s five-year compensation total, excluding this latest bonus, is nearly $312 million.

Much of Goldman Sachs record profits in 2007 came from its successful financial manipulations in the subprime mortgage market. It essentially bet against its major Wall Street rivals, who plunged heavily into the business of repackaging home mortgages, into ever-more-complex financial securities whose value is now problematic, even unknowable. As a reward Sachs Co-Presidents will each earn $67.5 million in 2008 a 27 percent compensation increase. Blankfein, their CEO, will receive about $100 million.

Corporations are not alone in this behavior. We find similar evidence in the non-profits, namely the health care industry, as well as universities and colleges. According to the Daily Planet (2007), several organizations demonstrated outside the annual shareholders meeting of United Health Group the largest HMO in the U.S. to "decry the gap between need and greed.” United Health Group CEO William McGuire, and his replacement Stephen Helmsley, as well as other Minnesota HMO executives, took billions in stock options derived from what they claimed as derived from denying health insurance to half a million Minnesotans. United Health Care is the largest HMO in the United States and McGuire was the highest-paid CEO in Minnesota history, with stock options totaling $2 billion. Helmsley, who replaced McGuire, has stock options in excess of $750 million. McGuire and other executives who were ousted in October, 2006, are under criminal investigation due to stock option backdating fraud. According to Herbert Sacks past President of the American Psychiatric Association, when asked where does this money come from, he replied “from  the denial and interruption of…patient care.” (Sacks, 1996)

Health care institutions, along with institutions of higher education, have lost the confidence of a public that once valued their altruistic mission. In 2006, Michigan Blue Cross paid their president and CEO, the now-retired Richard Whitmer, a compensation package of $4,253,558. His replacement received a 67% raise in 2007 receiving $1.6 million. CEO Loepp’s, VP George Francis received an 83% raise in 2007, bringing his compensation to $1,380,322, and Kathy Elston, former vice president for employee services, with a 155% raise, from $383,453 to $979,434 in 2007. 

Mike McCallister, CEO at Humana Inc., was paid $3,434,879 last year in total compensation, mostly in stock options, according to the company.

Massachusetts Blue Cross CEO Cliff Killingsworth received $3.6 million in 2007, including a $1.8M performance bonus. Cigna Health Insurance CEO, H. Edward Hanway received $29.3 million in 2007.  William Jew was paid a severance package of $18 million CareFirst Blue Cross Blue Shield.  

Caremark a mail order pharmacy recently merged with CVS. As a result Caremark’s CEO Edwin Crawford will now serve as chairman of the merged company’s. Crawford has been able to negotiate a golden parachute from Caremark by claiming he has departed from the merged Caremark. This parachute ranges from $36 million to $40 million. Crawford has agreed to limit his cash severance to $26 million; however he will benefit from an accelerated vesting of his stock options. This amounts to $22 million. In total, it is estimated that Crawford will receive $56 million resulting from the merger. This estimate does not include the full value of an insurance policy that will transfer to Crawford’s ownership. The policy’s actual value is $17 million.  Additionally, this estimate does not include the $248 million in stock options that Crawford owns that are exercisable. According to The Corporate Library, Crawford could walk away with a total of $287 million, not including the health and welfare benefits he will receive for the remaining eight years of his employment agreement. Crawford has maintained that no other Caremark employee will be allowed to benefit from its merger with CVS. 

Jarrad and Kia (2007), explored how compensation CEO’s received following mergers affected their incentives to pursue a merger. They discovered that following the acquisition, company performance suffers; market to book value, return on assets and stock return all drop, and leverage increases. However, the acquiring CEO's compensation and wealth increased substantially. Also, acquiring CEO’s are not penalized in the post-merger period for poor performance.

We are now beginning to see colleges and universities embracing the corporate mentality that handsomely rewards their chiefs. The highest paid president of a private university is Northwestern’s Richard Freeland who was paid approximately $2.9 million in 2005-6 (Glater, 2007). James Gallagher of Philadelphia University is next at $2.6, following William Brody of Johns Hopkins at $1.9.   Presidents making more than $1 million increased to 12 in 2007, up from 7 the year before (Glater, 2007). The Northwestern University President who makes $2.9 million a year is 42.6 times the salary of his faculty who average $68,000 per annum (Burger, 2007).

Not surprisingly, we find that religious leaders are also in line for their share. Senator Chuck Grassley of Iowa is planning to question religious leaders of some of the 200,000 mega church’s who live in multi-million dollar homes, own private jets and Rolls Royce’s, and receive CEO-like salaries, perks and expense allowances.

Salaries and Performance

What happens when these CEO’s quit, retire, or get fired for poor performance? They get what is called the golden parachute, golden handshake, or golden sendoff. It no longer matters how unsuccessful the CEO is, they still get handsomely rewarded. For example, in 2005 Hank McKinnell, CEO of Pfizer, received nearly 200 million in severance and retirement while his company’s stock fell 40 percent during his 5 year tenure. Later Pfizer had to lay off 10,000 employees. McKinnell was replaced by Jeffrey Kindler who received $11.4 million in 2006 and then in 2007 as Pfizer's earnings plunged to $8.3 billion, (or $1.20 per share), from $19.34 billion, or $2.66 per share. In 2006 he received a 10 percent increase in his pay package. 

Another example of an executive picking up a large sum on his way out the door is Paul Pressler, the former CEO of U.S. clothing retailer Gap Inc., who will receive about $14 million as part of his severance package, despite the company's decline in revenue and profit during his four years as chief executive (Business Week Online, 2006).  In another example, Michael Dell, the founder of Dell Computers had to come out of retirement to rescue his company from CEO Kevin Rollins. Rollins left with a 5 million dollar severance package (Higgins, 2007). CEO Michael Cherkasky was forced out for poor performance at Marsh and McLennan Cos Inc. and was given a lump sum $7.15 million in severance pay. Ronald A. Rittenmeyer CEO of Electronic Data Systems Corp. received a 10 percent salary increase bringing is compensation to nearly $14 million for 2007, even though its stock price fell by one-fourth. Massey Energy had a stock decline of 30 percent in 2006. However, its CEO Don Blankenship earned roughly $27 million in pay and perks. The Gannett newspaper chain saw its revenue and income tumble 35 percent in 2007 but its CEO Craig Dubow got a $1.8 million bonus on top of his $1.2 million in base salary. Stock options and other perks boosted his pay even higher, to an estimated $5.8 million.  

Genzyme a biotech company lost $16.8 million in 2006, however, CEO Henri Termeer, earned a 5 percent increase in 2007, bringing his total compensation to $14.6 million. This included a cash bonus of $2.1 million for the high performance levels he met for himself and the company. DynaMotive Energy Systems lost $14.7 million in 2007, raising its cumulative losses to $87.3 million. However, in 2007, CEO Andrew Kingston received a 23 percent increase in salary and cash bonuses. 

Conseco, lost $196 million in 2007 and its stock produced a negative 37 percent return, however, CEO James Prieur received $562,500 and CFO Edward Bonach $450,000 under the company's Pay for Performance program. 

The Ryland Group a home builder, lost $334 million in 2007, as a result, CEO R. Chad Dreier's cash and stock-based pay was slashed to $5.1 million from $20.9 million in 2006. But his other pay increased, he gained $4.7 million for his retirement plan, an $80,000 allowance for "personal health and services," $47,000 in life insurance premiums, $15,600 in personal flights on the company plane and $9,136 in medical reimbursements and more than $4 million in cash to offset the income tax Dreier owed on his perks. His “other pay” totaled $9.1 million (Kristof, 2008),


Tyco’s Chairman and CEO Ed Breen’s compensation for fiscal year ending Sept. 30, 2007 was a package worth $33.3 million, a 100 percent increase from his 2006 salary. Tyco’s total return in 2007 was 14 percentage points below the 16.4 percent return on the S&P 500, with a company net loss of $1.7 billion. Included in Breen’s salary was a bonus of $3.2 million. American Eagle Outfitters Inc. announced their CEO James V. O’Donnell cut his bonus in half because it’s stock lost 1/3 of its value in 2007, but to offset the loss,  his salary was increased 32 % and stock option awards increased 4 percent. He also received $15,250 to offset car expenses and $5,222 in club membership fees.

GMAC paid its CEO Eric Feldstein $14.6 million in 2007, when the finance company lost $2.33 billion. Mark Pigott the Chairman and CEO of Paccar received 33% compensation increase to $9.2 million in 2007.  Paccar's 2007 profit fell to $1.23 billion, and sales dropped 18 percent. In 2007 Jeffrey Mezger CEO of KB Home Building received compensation valued at $16.3 million. This included a $6 million bonus and $97,500 performance incentive. His company lost $929.4 million. 

 In 2007, Merck took a $4.85 billion charge to settle litigation over its former painkiller Vioxx, and the company’s income fell 26 percent, yet its CEO Richard T. Clark received an 80 percent raise. 

In 2007, Richard Fairbank, CEO of Capital One Financial was awarded about $17.07 million in compensation in 2007, and realized $73.1 million from the exercise of stock options and vesting of stock. Shares of Capital One fell 38 percent 2007 and profit fell 35 percent. Marathon Oil’s CEO Clarence P. Cazalot Jr. saw his total compensation rise 53 percent to $13.1 million in 2007, a year in which the company's earnings fell 24 percent. Toll Brothers Corporation saw its stocks drop 30 percent in 2007. However, CEO Robert Toll received a $17.5 million bonus. Sidney Taurel has been the CEO of Eli Lilly’s for 9 years and during his tenure the annualized 6 year total return was a minus $3.1.  Taurels 9 year average compensation was $6.9 million and in 2007 he received a bonus and a 15 percent raise in salary.  

CEO of Dow Chemical, Andrew Liveris  received $14.9 million in 2007, a 25 percent increase from the previous year, while Dow’s profit fell 28 percent. Bank of America’s  profits fell 30 percent as it lost $15 billion in 2007. However, its CEO Ken Lewis received a $4.25 million bonus bringing his total compensation to $17 million. In 2006, Lewis exercised $77 million stock options.  CEO of Travelers Insurance Jay Fishman received $18.7 million in 2007, a 19 percent compensation increase when shares of its stocks remained stagnant. Norfolk Southern reported its profit down 1.2 percent in 2007 and a minor stock increase of 0.3 percent but its CEO Wick Moorman received a 20.9 percent raise in compensation. Warner Music Group’s shares dropped 70 percent in 2007, however, CEO Lyor Cohen proceeded to negotiate a new contract and his base pay went from $1.5 million to $3.0 million. His target bonus remained the same at $2.5 million but the minimum he could receive went from zero to $1.5 million and his golden handshake went from $4 million to $8.5 million. Cohen also received a $1.5 million bonus in 2007.  

Targeted Genetics, CEO H. Stewart Parker's received an increase of 27 percent in compensation in 2007 while the company's stock dropped 72 percent in 2007. SonoSite's CEO Kevin Goodwin received a 60 percent increase in compensation in 2007, while the company’s stock increased 7.5 percent. 

After a loss of $1.8 million in 2006, Tollgrade Communications lost $26.1 million in 2007. Its CEO Mark Peterson resigned in November 2007,  he received $1.2 million, including a separation payment of $755,211. 

The board of cash-strapped Grady Memorial Hospital fired their CEO, Otis Story, after less than a year on the job. Mr. Story hired an attorney and demanded $2 million in severance pay.

Daniel Mudd, CEO of Fannie Mae, a company chartered by congress, received a 7 percent increase in compensation in 2007 to $13.4 million, while his company lost $2.1 billion.  Compensation, including cash awards based on performance, increased more than one-third for CEO David Swanson at R.H Donnelley in 2007, despite a 42 percent decline in the company’s stock price. 

]XTO, an energy corporation, saw it’s profit decline 9.1 percent in 2007, but CEO Bob Simpson obtained a cash bonus of $35 million. The shares fell $2.56, or 9.3 percent, to $24.91, at 4 p.m. in New York Stock Exchange composite trading. The stock has lost half of its value in the past year.  Sotheby, the auction house, reported a loss of 19 cents a share in the first quarter of 2008; however executive salaries and stock compensation increased 12 percent. 

Alltel Corporation’s CEO Scott T. Ford received compensation of more than $141.8 million in 2007, including $107.7 million for taking the wireless company private. His package included a payment of $25.2 million for Ford's "change in control agreement" related to Alltel's $24.7 billion buyout by TPG Capital and GS Capital Partners and $30.8 million to cover Ford's income tax liability, and a $51.6-million lump sum payment of his accrued retirement benefits. Ford’s base salary was $1.2 million, and he received $7.5 million in non-equity incentive plan compensation, among other payments. Ford also had stock and option awards that had an estimated value of $24.4 million. The cost of going private showed up in Alltel's fourth-quarter earnings as the company lost $525 million, attributed mainly to $619 million in takeover costs. 

The airline industry is experiencing turbulence but not their CEO’s. When Glenn Tilton Joined United Airline as their CEO in 2002, he was given a $4.5 million pension trust, plus a starting salary of $950,000, a $3-million signing bonus and 100,000 shares in UAL Corp. Three months after he was hired, Tilton led United into Chapter 11 bankruptcy proceedings. In 2005, he terminated United's four employee pension plans, covering about 120,000 active and retired workers. It was the largest pension default in U.S. history, dumping about $5 billion in obligations on the government-run Pension Benefit Guaranty Corp. In 2006, when United emerged from bankruptcy, Tilton's total compensation was valued at almost $24 million (Lazarus, 2008).

After 20 months of restructuring Northwest Airlines has come out of bankruptcy in May 2007. The Doug Steenland its CEO cut $1.4 billion in labor expenses, with pilots and flight attendants having their wages cut between 20 and 40 percent. However, CEO Steenland received a reported at $516,384 dollars last year, and he will get a total compensation package of more than $26.6 million in stock ( $5.8 million in stock options and $20.8 million worth of restricted stocks that will vest over the next four years.) When USAir emerged from bankruptcy in 2005, CEO Doug Parker was awarded an almost $6 million package — employees got pay cuts of up to 53 percent. USAir's pilots lost their pensions completely. 

 Ford Motor Co. CEO Alan Mulally, as well as several top executives, received bonuses and stock options in 2007, while the company lost $2.72 billion. Mulally’s total compensation in 2007 was over $21 million, which included bonus awards of $7 million. Ford’s other executives also received bonuses: Don Leclair, CFO, obtained a $3 million bonus; Mark Fields VP a $2.8 bonus; and VP’s Lewis Booth and Mike Bannister each received a bonus of $2.25 million.  In addition to the 2007 losses, in 2006 Ford lost $12.61 billion. General Motors Corp. CEO Rick Wagoner received an 18% increase in compensation in 2007, to $6.6  million and added $4 million to his retirement plan, while his company lost $38.7 billion. GM President Fritz Henderson received a 44 percent raise, and Vice Chairman Bob Lutz a 36 percent raise in compensation for 2008. 

In  October 24,2007 Merrill Lynch announced a write-down of $8.4 billion, ( New York Times, 11/4/07). Six days later it’s CEO, E. Stanley O’Neal was fired. However, he will receive $161.5 million in stock options and retirement benefits on top of his $70 million annual salary. His replacement, John Thain  received more than $83 million in 2007 which included a $15 million bonus (as shareholder return dropped 41 percent).  In 2007, CEO of Morgan Stanley, John Mack received compensation of $800,000, stock awards of $40.2 million, and $399,153 of other compensation (including $355,000 for personal use of the corporate jet). This was awarded in a year when the investment bank's profit plunged 57 percent. Mack did not receive a bonus in 2007 because his company Morgan Stanley lost $9.4 billion. 

In 2006 Jay S. Sidhu, chairman and chief executive of Sovereign Bancorp Inc., received a package worth $73.56 million when he resigned in 2006. When Walt Disney dismissed its president Michael Ovitz in 1996, after 14 months on the job they presented him with  $140 million severance package. Carly Fiorina, CEO and Chairman of the Board at Hewlett-Packard, was dismissed in February 2005 with a $21.4 million severance package. She also received $50,000 for financial counseling, and was allowed to keep her computer equipment along with free tech support for three years. Should the company’s stock improve, Fiorina will make millions more by exercising stock options. Newly hired CEO of  E*Trade Financial Corp., Donald Layton, has negotiated  a base salary of $1 million in 2008, and stock options and restricted stock valued at an additional $15.4 million, plus a $5 million severance package if he is terminated. Jill Barad, chief executive of Mattel Inc. received $37 million when she resigned in 2000 after the company reported a loss. 

Probably, the record for exit packages is Richard Fuld the CEO of Lehman Brothers who will receive $299 million when he exits (Young, 2007).  In 2007, his last year before retirement, George David CEO of United Technologies received $65 million  of which $54.7 million was obtained when he exercised stock options, in 2006 he cashed in $28 million in options. 

When banks loose billions, and lay off  thousands, their CEO’s take token compensation decreases. For example,  Bank of America saw its profits decline 29 percent in 2007 from the previous year, and announced lay offs of 3,200 employees. It’s CEO Kenneth Lewis, announced an 11 percent decrease in compensation to $20.4 million. Wachovia Corp., CEO Ken Thompson’s compensation fell 14 percent to $15.65 million, as the bank lost over $6 billion and laid off 4,000 employees. Another bank, Citigroup, also demonstrates little relationship between performance and pay; shortly before loosing nearly $10 billion in the forth quarter of 2007, it purchased Old Lane Partners, a one year old hedge fund co-founded by Vikram Pandit. Citigroup for $800 million for it to lure him to Citigroup, Pandit’s share was $165.2 million (NY Times, 2007), for a total of  $216 million.  Citigroup then gave their departing CEO Charles Prince a $40 million payout from stock awards, a bonus and other benefits to leave, and then hired Pandit.  In January, 2008 Pandit was awarded a “sign-on grant” worth over $48 million. Citigroup then approved a $1.95 million cash bonus, and $3.09 million in stock awards under the company's Capital Accumulation Program (CAP). Pandit executive team also did well. $1.95 million in retention equity awards were given to Win Bischoff, who was named chairman of the company in December, 2007.  His CFO, Gary Crittenden, received a cash bonus of $2.85 million, $4.59 million in stock awards under CAP, and $5.35 million in retention equity awards. His Global Banking CEO, Michael Klein, received incentive and retention awards of  $19.3 million.  His Global Wealth Management CEO, Sallie Krawcheck, received a $2.9 million bonus, bringing her pay to $12.5 million. In addition, $8.3 million in total awards were given to Citigroups Vice Chairman Lewis Kaden; and $10.25 million in total awards for Vice Chairman, Stephen Volk (NY Times, 2008). Since January 2008, Citigroup has laid off  6,000 employees bringing total job loss so far to 13,000. In response to Citigroup’s  loss of $20 billion and a 47% drop in shares, Pandit has agreed to pay for personal use of the banks corporate jet (Economic Times, 2008). 

In the five fiscal years through 2006, CEO/Chairman of Verizon, Ivan Seidenberg received $68.6 million in compensation, while total shareholder return was a negative 5 percent.   Donald Felsinger CEO of Sempra, received a 6 percent pay reduction as his company’s profit dropped more than 20 percent in 2007. Real estate investment trust Kimco Realty Corp. gave its CEO Milton Cooper a 15 percent increase in compensation in 2007 as its shares fell 19 percent. In 2007, Lockheed Martin CEO Robert Stevens obtained nearly $20 million in stock options while government auditors were accusing the aerospace firm of more than $8 billion in cost overruns. 

As the price of gas rises, so does the industry’s executive salaries. Chevron's CEO, David O'Reilly's compensation increased over 400 percent from 2006. From $8.8 million to $31 million in 2007, he also holds stock options worth more than $34 million.

Exxon Mobile CEO Rex Tillerson, made more than $16.7 million in salary and bonus in 2007, up from $13.16 million in 2006.

Countrywide Financial CEO, Angelo Mozilo, received a compensation package valued at more than $22.1 million in 2007, as his company lost over $700 million. Before the company’s stock tumbled 80 percent,  Mozilo cashed out $121.5 million in stock options.

 In 2007,  Kenneth Chenault, CEO of American Express, received a pay package of $55.8 million. This is an increase of 141 percent over his $23.1 million in 2006. The company's total return in 2007 was a negative 13 percent.  The Invitrogen Corporation had a good year in 2007 with a total return of 65 percent. However, it’s CEO Gregory Lucier, received the largest percentage increase in total pay of all CEO’s in 2007, (an increase of 522 percent). Craig Dubow, CEO of Gannett Newspapers, received a  $1.75 million bonus in 2007, despite the fact Gannett's stock lost 35 percent of its value in 2007. CIT Group paid  CEO Jeffrey M. Peek $11 million last year, a 16 percent pay cut. CIT’s  stock lost more than half its value, $111 million. Sprint-Nextel reported an annual loss of $29.6 million, or $10.31 per share in 2007 and  expects to lose 2 million customers in the first half of 2008. This caused CEO Gary Forsee to step down in October 2007. He received a pay package valued at $21.8 million in 2007, (a 47 percent increase over the previous year) and will also receive a retirement benefit of $84,325 a month for the rest of his life. His replacement Dan Hesse  was paid a 2007 compensation package valued at $28.3 million. Sprint has laid off 4,000 employees.

In 2007 Morgan Stanley, the second largest securities firm, reported a decline in earnings of 60 percent and a $9.4 billion write-down in debt securities holdings for the fourth quarter. The same time, it announced an 18 percent rise in compensation packages to $16.6 billion. Its CEO John Mack will forgo his bonus in 2008, however, his annual compensation is $7.46 million and his stock ownership is more than $200 million. Bear Stearns posted its first-ever quarterly loss and reduced earnings estimates by nearly $2 billion in 2007. In 2008, Bear Sterns was saved from bankruptcy, however, its CEO was paid  $38 million in cash in 2007.

There is no better example of a discord between how well a CEO performs, and the pay he receives upon exit, than Bob Nardelli of Home Depot.  Nardelli took in $37,862,312 in total compensation in 2005, including stock option grants (Higgins, 2007). At the same time Nardelli profited, he gave his hourly workers salary increases that ranged between 35 and 75 cents an hour.  When Nardelli left the company he was rewarded with $210 million. During his 6 year tenure the company’s stock fell 7.9 percent, he experienced 100 percent turnover of  170 of his top executives and  the stock of Home Depot’s competitor Loew’s rose 188 percent (Mishel, 2006).  After Nardelli left, Home Depot continued to slide. In 2007 profits fell 24%, however, his replacement Frank Blake, received a $500,000 bonus, in addition to $8.28 million in compensation.

The Corporate Library (2006), studied 11 major corporations, and found that over a five year period the CEO’s gained $865 million in pay while the corporations they led had an aggregate loss of $640 billion in shareholder value. Companies included were: AT&T, BellSouth, Hewlett-Packard, Home Depot, Lucent Technologies. Merck, Pfizer, Safeway, Time Warner, Verizon and Wal-Mart.

Pensions

According to The ALF-CIO Executive Paywatch (2007),  retirement pensions are out of control. The highest paid pensioner is Exxon Mobil’s Lee R Raymond who receives $8,187,200 annually. He is followed by Henry A. McKinnell, who retired from Pfizer at $6,518,459 per year. Edward E. Whitacre Jr. from ATT&T $5,494,107, William W. McGuire from United Health Group $5,092,000, Robert L. Nardelli, from Home Depot $4,612,500, Samuel J. Palmisano from IBM $4,550,000,  Reuben Mark from Colgate Palmolive $3,700,000,  Brian L. Roberts from Comcast $3,600,000,  Kenneth D. Lewis  Bank of America $3,486,425,  Richard K. Davidson,  Union Pacific $2,700,000, John W. Rowe, Exelon $2,600,000, James J. Mulva, Conoco Philips $2,600,000, Vance D. Coffman, Lockheed Martin $2,591,856,  Harold M. Messmer from Robert Half International $2,555,000, F. Duane Ackerman,  Bell South $2,512,300, Patrick T. Stokes, Anheuser-Busch $2,500,000,   Robert A. Eckert, Mattel $2,500,000,  E. Neville Isdell, Coca Cola $2,500,000,  Arthur F. Ryan, Prudential Financial $2,456,000,   Lewis Hay,  FPL Group $2,430,134,  Sidney Taurel, Eli Lilly$2,300,000,  Jeffrey R. Immelt,  General Electric $2,300,000,   William E. Greehey, Valero Energy $2,236,000, Angelo R. Mozilo, Countrywide Financial$2,171,358, and Steven S. Reinemund, PepsiCo $2,170,870 .  

Equilar (2007) studied accumulated wealth among CEO’s at Fortune 500 companies, and found that, in 2006, the median value of total retirement benefits, including accumulated pensions and deferred compensation plan balances, was approximately $7.0 million. In addition, the median value of total accumulated wealth for Fortune 500 CEOs was approximately $48.2 million. This includes pension benefits, deferred compensation, outstanding option awards, unvested stock awards, and shares owned outright (Equilar, 2007). 

Adding to this absurdity is the deal struck by Comcast’s founder Ralph Roberts, he will receive a salary for five years after his death. In 2006 he received 1.8 million (Yao, 2007). 

In January, 2008 CEO Mike Eskew of UPS retired, and he left with a $12.8 million package. 

CEO of Gannett, Doug McCorkindale retired in June 2006, and in addition to his retirement bonus of  $1.25 million, Gannett gave him the following:

· Health insurance for him and his spouse at no cost. This includes a Medicare supplement, and reimbursement for the cost of Medicare Part B coverage.

· Travel accident insurance. Estimated annual cost: $81,390.

· Legal and financial counseling services. Estimated annual cost: $25,000.  

· $150,000, in annual $50,000 installments, to buy life insurance or other benefits . 

· Home security system allowance.

· Country club membership fees. 

· Computer and other home office equipment. 

· An automobile.  

· Use of company aircraft "at times not inconveniencing the company," the cost of which will be reimbursed by McCorkindale.

· Access to company offices, facilities and services -- including the use of an office and executive assistant.

Footnotes

[1]  At West Point there is considerable diversity that attempts to match the diversity in the military population. While the training is rigorous, acceptance of a wide range of attitudes is acceptable. This is especially apparent as the military operates in such diverse cultures as Iraq and Afganistan.  

[2] All salary data without references was obtained from Security and Exchange Commission filings          
[3] This paper is posted under  Gen Y’s:

A SocioPsychological Perspective By W. Czander  http://worstceo.blogspot.com/
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