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Pay gains for top U.S. executives climbed "considerably" from the early 1990s and have "gone 
far beyond" what can be explained by earlier merit-based measures, a compensation study by 
two professors shows. 
 
Lucian Bebchuk of Harvard Law School and Yaniv Grinstein of Cornell University's Johnson 
School of Management found that the top five executives at public companies received $ 92 
billion in total compensation from 2001 to 2003, amounting to 10.3 percent of their firms' total 
net income. The ratio was more than double the 4.8 percent from 1993 to 1995, the authors said.  
 
The authors also concluded that mean compensation in 2003 was twice what it should have been, 
based on the relationship to company size, performance and industry classifications a decade 
earlier. Bebchuk and Grinstein reviewed data from 1993 to 2003 in ExecuComp, a database 
maintained by Standard & Poor's. 
 
"The growth in pay levels has gone far beyond what could be explained by the changes in market 
cap and industry mix during the examined period," the authors said. "The potential costs of 
flawed compensation arrangements - if such flaws exist - could be quite meaningful for 
investors." 
 
ExecuComp's database includes all the companies in the Standard & Poor's 500, Mid-Cap 400 
and Small-Cap 600 stock indexes. All told, those firms account for more than 80 percent of the 
total market capitalization of U.S. public companies. 
 
The value of executives' total compensation was tabulated using the sum of salary, bonuses, 
long-term incentive plans, the grant-date value of restricted stock awards, and the value of 
granted options using the Black-Scholes pricing formula. The authors stopped at 2003 because 
that was the last year for which there was pay data for the "lion's share" of companies, the 
authors said. 
 
The Internal Revenue Service began its first full year of conducting executive compensation 
reviews by citing officers at 42 companies on Feb. 22 for underreporting $ 700 million in pay. 
The Securities and Exchange Commission is tightening disclosure regulations. 
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