Chapter 8

Ethical Dilemma: CEO Pay: Welcome to the Twilight Zone between Need and Greed

What is your ethical interpretation of this situation?

Response #1:
What is fair and reasonable regarding CEO salaries? CEOs have a lot of responsibility, pressure, and demands in their position. Their decisions impact thousands of people; their company’s performance has an impact on the shareholders and the economy. Why should they earn less than actors and athletes? Executives should be evaluated according to the company’s performance, and their compensation package should reflect their success at achieving corporate goals in an ethical manner. If a company is reducing the workforce, cutting back hours, or reporting losses, then it is unfair and unethical for the executives to receive bonuses. 

Response #2:
The dot-com crash and recent recession pretty much trashed everything except astronomic CEO pay. According to USA Today, “CEOs running 100 of the USAs biggest companies pulled in median 2002 compensation of $33.4 million, essentially unchanged from 2001.” The debate over executive compensation continues. One side says CEOs are no different than world-class athletes and Hollywood stars and should be paid accordingly. Let the marketplace decide, they proclaim. Meanwhile, critics contend executive greed is out of control and has eroded social capital, morale, and trust in the workplace. There is nowhere near a consensus about a workable remedy. 

We cannot resolve this debate once and for all at this juncture. But we can personalize it by asking which of the following CEOs you respect more and would be willing to work hard for and sacrifice for: 

· In 2002, Scott G. McNealy, the CEO of Sun Microsystems, received $25.8 million in pay and new stock options valued at $61.2 million while his firm’s stock price dropped 68.1%. 

· Also in 2002, John Chambers, the CEO of Cisco Systems, responded to his company’s hard times by cutting his pay to $1 a year and giving up his rights to $44 million in stock options. 

Chambers gets our vote! How about yours?
Why? Source: Quote and Sun and Cisco data from Gary Strauss and Barbara Hansen, “Bubble Hasn’t Burst Yet on CEO Salaries Despite the Times,” USA Today, March 31, 2003, pp. 1B-2B. 
