FIGURE 4:  INCREASE IN EQUITY-BASED COMPENSATION AFTER CONTROLLING FOR SIZE, PERFORMANCE AND FIXED EFFECTS

The figure displays the changes in equity-based compensation to CEOs and top-five executives among firms that belong to the Execucomp database, after controlling for size, performance and fixed-effects. The year 1993 is the reference point (100%). All variables used to generate the figure were first adjusted for inflation and translated into 2002 dollars.
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Source:  Lucian Bebchuk and Yaniv Grinstein, The Growth of Executive Pay (2005).
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Fixedeffect-nonequity

				Dependent variable:						Dependent variable:

				Log(CEO equity compensation)						Log(Top 5 equity compensation)

		Log(Sales (t-1))		0.138		***				0.171		***

				(0.014)						(0.009)

		Log(1+Firm ROA)		0.110		*				0.108

				(0.062)						(0.007)

		Log(1+Firm return (t-1))		0.128		***				0.024		***

				(0.012)						(0.007)

		Log(1+Firm return (t-2))		0.016						0.015

				(0.012)						(0.043)

		1994		0.059		***				0.058		***

				(0.022)						(0.014)

		1995		0.132		***				0.123		***

				(0.022)						(0.014)

		1996		0.147		***				0.127		***

				(0.023)						(0.015)

		1997		0.239		***				0.207		***

				(0.023)						(0.015)

		1998		0.228		***				0.202		***

				(0.024)						(0.015)

		1999		0.288		***				0.261		***

				(0.024)						(0.015)

		2000		0.316		***				0.300		***

				(0.025)						(0.016)

		2001		0.245		***				0.212		***

				(0.025)						(0.016)

		2002		0.352		***				0.283		***

				(0.026)						(0.016)

		2003		0.450		***				0.370		***

				(0.026)						(0.017)

		Observations		15397						14154

		Adjusted R2		56%						74%





Fixedeffect-Equity

				Dependent variable:						Dependent variable:

				Log(CEO equity compensation)						Log(Top 5 equity compensation)

		Log(Sales (t-1))		0.305		***				0.407		***

				(0.055)						(0.054)

		Log(1+Firm ROA)		0.672		***				0.316		***

				(0.250)						(0.044)

		Log(1+Firm return (t-1))		0.324		***				0.298		***

				(0.047)						(0.045)

		Log(1+Firm return (t-2))		0.308		***				0.663		***

				(0.047)						(0.258)

		1994		0.428		***				0.497		***

				(0.090)						(0.085)

		1995		0.440		***				0.576		***

				(0.091)						(0.086)

		1996		0.799		***				0.925		***

				(0.093)						(0.088)

		1997		0.929		***				1.066		***

				(0.094)						(0.088)

		1998		1.256		***				1.300		***

				(0.096)						(0.090)

		1999		1.494		***				1.543		***

				(0.097)						(0.091)

		2000		1.694		***				1.807		***

				(0.100)						(0.093)

		2001		1.698		***				1.715		***

				(0.102)						(0.095)

		2002		1.489		***				1.547		***

				(0.103)						(0.096)

		2003		1.346		***				1.468		***

				(0.107)						(0.099)

		Observations		15421						14154

		Adjusted R2		29%						35%
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				Dependent variable:						Dependent variable:

				Log(CEO compensation)						Log(Top 5 compensation)

		Log(Sales (t-1))		0.214		***				0.230		***

				(0.014)						(0.012)

		Log(1+Firm ROA)		0.211		***				0.206		***

				(0.062)						(0.010)
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