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Abstract
Following the Dodd-Frank Act of 2010, public firms must periodically hold advisory

shareholder votes on executive compensation ("say on pay"). We examine how firms
change the structure of executive compensation in anticipation of having a say-on-pay
vote. Our identification strategy exploits the fact that some firms only hold votes
every two or three years, which results in predictable within-firm variation in whether
a particular year’s pay will be subject to a vote. We find that firms reduce salaries
to CEOs but increase their stock awards, pensions, and deferred compensation in
anticipation of having a vote. The additional pay (mainly from stock awards) outweighs
the reduction in salaries, so total pay is higher in years with a vote. These results show
that increased shareholder scrutiny—in the form of holding say-on-pay votes—changes
how executives are compensated. However, these changes seem mainly to improve the
“optics” of pay, and, contrary to the goals of the say-on-pay regulation, result in higher,
not lower, total pay.
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1 Introduction

On January 25, 2011, the Securities and Exchange Commission adopted a rule that provided
shareholders in most U.S. public firms with an advisory vote on executive compensation
(often called “say-on-pay”).1 The rule required firms to hold a first say-on-pay vote in the next
annual meeting, and continue to hold these votes at least once every three years thereafter.
In the same meeting, shareholders were also to vote on “say-on-pay frequency”, i.e. how often
to hold say-on-pay votes in the future: whether every one, two, or three years (firms must
hold new votes on the say-on-pay frequency at least every six years).

One of the main reasons behind the say-on-pay mandate is that holding these votes
would result in increased shareholder scrutiny on pay, which in turn could alleviate perceived
governance problems when boards decide on executive compensation, as previous research
has shown that poor governance is related to high CEO pay and poor pay-for-performance
(Core, Holthausen, and Larcker (1999); Bertrand and Mullainathan (2001); Bebchuk and
Fried (2004a)).2 In a survey of institutional investors, around half of these investors expected
to engage directly with firms’ management about executive compensation as part of the
say-on-pay voting process.3

Even though a vast majority of all say-on-pay votes thus far have passed (98% of say-on-
pay votes in 2012 passed), we hypothesize that simply having a vote could change how firms
compensate executives, as firms anticipate increased scrutiny on pay around these votes. In
particular, firms may seek change their pay practices in ways to ensure that these votes are
more likely to pass. To do so, some firms have already hired compensation consultants to
help make sure that compensation is structured in a way that is likely to pass a shareholder
vote.4

The theoretical impact of say-on-pay on compensation practices is ambiguous. On the one
hand, it is possible that shareholder scrutiny in the form of say-on-pay results in more efficient
executive compensation practices, for example, in the form of stronger alignment between
pay and performance, or in the form of lower pay if the previous pay was excessive. This

1http://www.sec.gov/news/press/2011/2011-25.htm. This rule was originally mandated by the Dodd-Frank
Act of 2010

2See, for example, Wall Street Journal, April 25, 2009 “Investors, Take Note: New Bill to Target Boards,
’Say on Pay”’

3http://www.fticonsulting.com/global2/media/collateral/united-states/what-are-investors-saying-about-
say-on-pay.pdf

4See, for example, New York Times, Feb 26, 2013, “Dealbook: Executive Pay Votes May Be Harming
Shareholders” http://dealbook.nytimes.com/2013/02/26/executive-pay-votes-may-be-harming-shareholders/
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could happen because say-on-pay improves governance by giving shareholders an automatic
“voice” (Hirschman (1970)) on executive pay, or by overcoming a collective action problem
among shareholders (Black (1998)). Say-on-pay may also improve compensation practices
simply because directors pay more attention to executive compensation when they know that
the pay packages they award will face increased scrutiny.

On the other hand, it is also possible that say-on-pay results in less efficient compensation
practices. For example, having a say-on-pay vote may result in firms excessively conforming
with the guidelines of proxy advisors, who tend to prefer specific pay practices that may
not sufficiently account for each firm’s unique circumstances. Proxy advisors play a crucial
role to the extent that some shareholders “outsource” the decision of how to vote to these
advisors (Larcker, McCall, and Ormazabal (2013)). Second, say-on-pay may cause firms
to simply improve the “optics” of pay, that is, provide executives with pay packages that
look better to shareholders, even though they may actually be less efficient. Third, if a firm
already overpays managers or engages in other poor pay practices (due, for example, to poor
governance), increased scrutiny may make this problem even worse, as the firm seeks to
further disguise the inefficient ways in which it compensates managers; for example, instead
of providing an inefficiently high salary, the firm may instead provide executives with perks
that have a cost that is less transparent to shareholders but that per-dollar cost is worth less
to the executive.5

Finally, it is possible that say-on-pay has no effect at all—either because firms already
largely have optimal pay practices and therefore have no reason to change them in response to
increased scrutiny, or conversely, because governance problems are so severe that say-on-pay
is an insufficient mechanism to improve firms’ pay practices. Kaplan (2013) argues that
if pay levels and pay-for-performance are largely determined in a competitive market, the
“say-on-pay” votes will be a non-event.6

This paper thus seeks to answer the following questions: Does increased shareholder
scrutiny change the way firms compensate executives? And if firms do change their pay
practices, do these changes make pay practices more efficient, or are these changes only
“window-dressing” before the votes?

5For example, Bebchuk and Fried (2004c) argue that increased scrutiny of executive pay has resulted in
increases in camouflaged pay such as pensions and deferred compensation.

6Kaplan (2008) also argues that say-on-pay regulation only imposes costs on companies with little
additional benefits, because shareholders in specific firms can express their dissatisfaction about pay by asking
for such a vote even without a mandate that all firms hold them.
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Firms’ directors and management have strong incentives to care about the outcome of say-
on-pay votes, and thus make changes to pay practices to ensure these votes pass. Even though
say-on-pay votes are non-binding—that is, firms are not required to act on them—a failed
say-on-pay vote (or a high degree of dissent) may mobilize shareholders to launch a proxy
contest, particularly if the outcome of the say-on-pay vote is ignored.7 For example, after
failing two say-on-pay votes, Abercrombie and Fitch was targeted by an activist hedge fund
that threatened to launch a proxy fight.8 Failed votes may also result in a recommendation
to vote against directors by proxy advisors. For example, the proxy advisory Institutional
Shareholder Services (hereafter ISS) states in its 2013 voting guidelines that firms that receive
less than 70% support in their say-on-pay votes will receive additional scrutiny. We thus
hypothesize that firms in anticipation of having a say-on-pay vote make changes to executive
pay (particularly the CEOs’ pay, which tends to receive the most attention) to make the pay
practices conform better with the guidelines of ISS and other proxy advisors, for example, by
reducing salaries and increasing performance-related pay.9

Examining the effect of say-on-pay votes presents an empirical challenge. Some firms held
say-on-pay votes prior to the Dodd-Frank mandate, usually following shareholder proposals
that introduced these votes. However, the characteristics of firms that are targeted with
these shareholder proposals may be endogenously related to their compensation and other
firm outcomes, which makes causal inference difficult.10 In the U.K., public firms have had
mandatory say-on-pay since 2002. However, because all firms in the U.K. must hold annual
votes, there is no variation in voting across years, which makes the U.K. unsuitable for
studying whether firms change pay practices in anticipation of these votes.11

Our paper seeks to address this issue by exploiting within-firm variation in when (i.e. in
which years) firms are predicted to hold say-on-pay votes following the Dodd-Frank mandate.
Specifically, because not all firms in the U.S. hold say-on-pay votes every year, but some

7Ertimur, Ferri, and Stubben (2010) find that directors who implement shareholder proposals face a
one-fifth lower probability of losing their board seat as well as their directorships in other firms.

8http://dealbook.nytimes.com/2013/12/03/activist-fund-seeks-change-at-the-top-of-abercrombie/.
9See ISS 2013 U.S. Proxy Voting Summary Guidelines at:

http://www.issgovernance.com/files/2013ISSUSSummaryGuidelines1312013.pdf
10Cunat, Gine, and Guadalupe (2013) seek to overcome this problem by employing a regression discontinuity

framework to study the effect of narrowly passing or failing to adopt a say-on-pay proposal, but find no effect
on compensation among firms that narrowly adopt these say-on-pay proposals.

11Ferri and Maber (2013) study changes in pay among firms in the U.K. that fail say-on-pay votes or
experience significant shareholder dissent (over 20%). They find that these firms subsequently are more likely
to eliminate severance contracts and increase pay-for-performance, and argue that their evidence supports a
causal link between failing the vote and subsequent pay changes.
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firms instead only have voting every two or three years, we exploit inter-temporal variation
in whether the compensation in a particular year will be put to a vote, and study whether
the firm’s pay practices change between years with a vote versus no vote.

Importantly, conditional on each firm’s initial frequency choice, the predicted schedule
of future annual votes is exogenous; for example, given a biennial frequency with the first
vote held in 2011, the firm is predicted to have no vote in 2012, vote again in 2013, and so
on. To address the fact that most firms with biennial or triennial voting are on the same
schedule (they start voting in 2011)—which could potentially confound our results if there
are aggregate time trends in compensation—we additionally use firms that hold say-on-pay
votes every year to benchmark for overall changes in pay. Firms with annual voting is a good
control group because they have no difference in voting across years. This empirical design is
thus in effect a differences-in-differences strategy where the first difference is the within-firm
change in compensation between years with vs. without a say-on-pay vote, and the second
difference compares that change to the change among other firms that have no difference in
voting between the same years.

Whether to adopt an annual, biennial, or triennial frequency is a non-random choice
and may be related to various firm (or executive) characteristics. We therefore only exploit
within-firm differences by including firm*executive fixed effects throughout our analysis,
which thus account for any time-invariant differences across firms and executives. As in
all difference-in-difference strategies, we may additionally be concerned about potential
differential trends. However, because our strategy employs multiple within-firm differences
that repeat in 2-year or 3-year cycles (as opposed to only one pre- and post-period as in a
standard difference-in-difference strategy), even trend concerns are greatly mitigated. Because
we only have data for a relatively low number of years post-mandate, we nevertheless also
test for pre-trends between firms with annual vs. bi/tri-ennial voting frequency, which further
alleviates the concern that our identification strategy could be confounded by such trend
differences.

Our results show that when firms will face a say-on-pay vote, they decrease the CEO’s
salary, and increase stock awards. These results are consistent with changing pay practices
to better comply with ISS guidelines, and inconsistent with a hypothesis that say-on-pay
has no effect on executive compensation. Deferred compensation and pension balances are
higher in years with a vote, which is consistent with say-on-pay resulting in increased use
of less-scrutinized components of pay. We also find that firms are significantly less likely to
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have change-in-control payments (“golden parachutes”) in place for their CEO in years with
a vote.

We further find that the net effect on CEO total pay from these changes in different
components of pay is positive. In other words, on net, firms increase overall CEO compensation
when they face increased scrutiny. Thus, to the extent that the goal of the say-on-pay mandate
was to reduce executive pay, this regulation had the opposite effect. We generally find much
weaker results among non-CEO executives compared to CEOs, which is consistent with CEO
pay receiving the most scrutiny around say-on-pay votes.

We also find economically large, but statistically weaker, evidence that executives choose
to exercise fewer options in years when they face a say-on-pay vote. Executives thus appear
to shift realized pay from years with a vote to years without a vote—which suggests that
executives believe that observers of pay (e.g., shareholders, news media) do not distinguish
between awarded pay and ex-post realized pay.

While we find that shareholder scrutiny results in changes in how firms compensate
executives, we cannot conclusively say whether these changes are efficient and in shareholders’
interest. The fact that we do find changes in pay practices between years with and without a
vote shows that pay practices are not always perfectly optimal. If they were, whether a vote
is held or not should not matter for pay. However, it is difficult to determine whether the
changes we do observe in response to increased scrutiny are for the better or worse. The fact
that salaries are lower but stock awards higher is consistent with firms being particularly
concerned about the ’optics’ of pay (Bebchuk and Fried (2004b)) in years when compensation
will be put to a vote, but is also consistent with models of optimal pay as in Dittmann and
Maug (2007). Thus, because CEOs receive more (performance-sensitive) stock awards which
will make their wealth more closely aligned with that of shareholders, it is possible that pay
in years with additional scrutiny is more efficient, despite being higher.

Methodologically, this study is similar to papers that exploit within-firm differences in
the timing of scrutiny. For example, Agarwal, Benmelech, Bergman, and Seru (2012) exploit
differences in the timing of “exam dates” in the Community Reinvestment Act to study
the effect of the Act on lending. In addition, our paper also exploits periodic “cycles”, by
instrumenting whether a vote is held in a given year with whether such a vote is predicted to
be held in that year based on the firm’s predetermined cycle (similar to, for example, Shue
and Townsend (2013), who study the effect of cycles of options awards on risk-taking). The
benefit of this latter approach is that some firms may choose to hold votes more often than
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their cycle predicts, which in turn could cause the actual timing of say-on-pay votes to be
endogenous (as opposed to the predicted timing which we exploit).

This paper is most directly related to a few other studies that also examine the effect of
say-on-pay on pay, albeit with different identification strategies. Cunat, Gine, and Guadalupe
(2013) study the effect of narrowly adopting shareholder proposals to hold say-on-pay votes,
and find no effect on pay (however, they still find that adopting these proposals is associated
with positive abnormal returns). Iliev and Vitanova (2013) employ a difference-of-difference
strategy around a threshold of a $75 million equity float (firms with a smaller float were
exempted from holding say-on-pay votes for two years), and also find no effect on pay. We
contribute to this literature by showing that increased shareholder scrutiny in the form of
having say-on-pay vote does change the way firms pay executives. There are at least two
possible explanations for why our results are different. First, we partly measure different
effects: Cunat, Gine, and Guadalupe (2013) and Iliev and Vitanova (2013) seek to measure
the difference in pay between firms that don’t hold say-on-pay votes vs. firms that do, whereas
we mainly measure shifting in pay across years among firms that all have votes, but not
necessarily every year. Second, because we can exploit a larger number of differences in a
larger cross-section of firms (not just around a threshold), we also potentially have more
power to measure differences.

Ferri and Maber (2013) study pay changes following failed say-on-pay votes, and find some
subsequent changes in pay, particularly reductions in severance packages. Also Armstrong,
Gow, and Larcker (2013) follow a similar methodology by studying how various levels of
support in these votes relate to future pay. Their question—what happens to compensation
if a vote sees low support—is different from the focus in our study, which is whether firms
make changes in anticipation of holding votes.12

Several papers have also studied the valuation impact of say-on-pay regulation. Employing
an event study methodology, Cai and Walking (2011) find that firms with high abnormal CEO
compensation had positive abnormal returns around the passage of say-on-pay regulation in
the U.S. House of Representatives. Similarly, Ferri and Maber (2013) find that the passage
of say-on-pay regulation in the U.K. was associated with abnormal positive returns among

12Failed votes are also relatively rare: In the U.K., Ferri and Maber find that 2% of firms failed the vote
in 2003 and 2004, whereas in the U.S. fewer than 2% of say-on-pay votes have failed since voting became
mandatory. The fact that so few votes fail may be an equilibrium outcome given our finding that firms do
change the way they compensate managers in a way that is consistent with trying to ensure that these votes
pass.
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firms with poor performance. These studies thus suggest that say-on-pay may result in
value-improving changes among firms with excessive pay or poor performance. However,
Larcker, Ormazabal, and Taylor (2011) pool eight compensation-related regulatory events in
the U.S. between 2007 and 2009 and find the opposite result—high excess compensation is
associated with negative abnormal returns around these events.

The paper also relates more broadly to the large literature on the effect of governance and
regulation on executive compensation (e.g.,Core, Holthausen, and Larcker (1999); Bertrand
and Mullainathan (2001); Bebchuk and Fried (2004a); Morse, Nanda, and Seru (2011); Rose
and Wolfram (2000, 2002)). We contribute to this literature by showing that increased
scrutiny and regulation does not necessarily improve the efficiency of compensation practices
and may have unintended consequences (e.g., in the form of higher total pay).

The reminder of the paper is organized as follows: Section 2 describes the data, and
Section 3 explains our empirical strategy and examines the identification assumptions. Section
4 presents the results on the effect of having a say-on-pay vote on components of executive
compensation as well as total pay. Sections 5 and 6 study the relation between having
a say-on-pay vote and golden parachutes and pay-for-performance alignment respectively.
Section 7 studies whether these results are due to shifting of pay between years with and
without a vote or whether having say-on-pay votes also affects pay on average over the voting
cycle. Section 8 examines the effect of having a say-on-pay vote on director compensation.
Section 9 presents concluding remarks.

2 Data

We obtain data on say-on-pay votes from the proxy advisory ISS. This data contains infor-
mation about the dates when firms hold say-on-pay and frequency votes, the vote outcomes,
ISS’s voting recommendation as well as management’s recommendation. We merge this data
with executive and director compensation data from ExecuComp, stock market data from
CRSP, and financial data from Compustat. We obtain additional director information from
ISS. We exclude firms with a market capitalization of less than $75 million (as of the end of
fiscal year 2010) as the SEC temporarily allowed these firms to delay having a say-on-pay
and frequency votes until the annual shareholder meetings occurring on or after January 2,
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2013.13 Our final sample consists of 1,669 firms.
Table 1 presents summary statistics. Panel A shows that 90.4% of all firms initially elect

an annual say-on-pay frequency and 9.3% of firms elect a triennial frequency.14 Only 5 firms
(0.3%) elect a biennial frequency, which makes these firms appear special, but our results
are not sensitive to whether we include or exclude these firms. If firms hold more than one
frequency vote (there are four such firms between the years 2011 and 2012), we obtain the
result of only the first frequency vote. We do so because future changes in frequency may be
related to within-firm time-series changes in performance or compensation, which in turn
could confound our main identification strategy.

ISS always recommends annual voting, whereas Panel A shows that management rec-
ommends triennial or biennial voting in 31.9% and 2.0% of frequency elections respectively
(annual voting is still the most recommended frequency by management, at 63.5%). The
recommendations and outcomes of these say-on-pay frequency elections suggest that proxy
advisors and shareholders are more likely than managers to prefer annual say-on-pay votes.

[Insert Table 1 around here]

Panels B through E present summary statistics for firm characteristics, CEO compensation,
non-CEO executive compensation, and director compensation for the sample firms between
2010 and 2012. The firms in our sample are large firms with a median (mean) market
capitalization of $2.0 (7.7) billion. CEOs have a median (mean) total compensation (as
reported to the SEC) of $4.6 (6.5) million. The median and mean CEO salary are both around
$0.8 million. Stock awards make up the largest individual part of total CEO compensation with
a median (mean) of $1.3 (2.4) million. The smallest components of total CEO compensation
are bonuses (average value of $0.2 million) and “other compensation” (average value of $0.3
million). While non-CEO executives have lower total pay than CEOs, the relative components
of their compensation are similar (for example, stock awards make up the largest component).

Director pay (Panel E) is mainly made up of cash fees and stock awards, with some firms
additionally awarding options. Directors receive stock awards in 80% of all firm-years, and
option awards in 23% of all firm-years in our sample.

13The SEC rule specifically applied to firms with a “public float” of less than $75 million; we use market
capitalization as a proxy for float. Our results are not sensitive to this cutoff.

14It may be concerning that the majority of the firms in our sample elect an annual say-on-pay voting
frequency; however, this will only work against finding any results by reducing the power of our empirical
strategy. We describe this strategy in detail in Section 3.
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3 Institutional background and empirical strategy

To examine the impact of having a say-on-pay vote on executive compensation, our empirical
analysis exploits the fact that some firms only hold a say-on-pay vote every second or every
third year, which results in predictable within-firm variation about whether a given year’s
compensation will be put to a vote. Given this within-firm variation in when firms vote on
say-on-pay, our empirical strategy is essentially a form of differences-in-differences, which we
motivate in this section.

Whether a firm’s shareholders elect an annual, biennial, or triennial frequency is correlated
with a number of firm- and executive-level characteristics. Table 2 presents a regression
analysis of the differences between firms that elect an annual voting frequency versus firms
that elect a biennial or triennial frequency.15 The dependent variable is whether the firm’s
shareholders elect an annual say-on-pay frequency (1 if annual, 0 if bi- or tri-ennial) in the
first mandated frequency vote each firm holds after January 25, 2011. The independent
variables are firm, ownership, and compensation variables as of year-end 2010, prior to the
introduction of say-on-pay voting.

[Insert Table 2 around here]

We see that firms with higher institutional ownership are more likely to elect an annual
voting frequency while firms with higher insider ownership are more likely to elect a less
frequent voting schedule (biennial or triennial). A potential reason for this correlation is that
institutional owners are likely to vote with ISS’s recommendation of having annual votes, and
we thus observe that firms with greater institutional ownership are more likely to elect an
annual frequency. Management is more likely to recommend triennial voting compared to ISS,
so if insiders have more voting power, it is also more likely that the firm elects biennial or
triennial say-on-pay votes. Consistent with the results in Ferri and Oesch (2013), we find that
a management recommendation for a particular say-on-pay voting frequency is correlated with
the firm’s shareholders electing that frequency, particularly if management also has a high
ownership (i.e. many votes). Past returns are negatively correlated with electing an annual
frequency. Of the different components of executive compensation, only the level of stock
awards and pension balance have a significant correlation with the frequency of say-on-pay
voting: specifically, firms that award higher stock awards (and pension balance) to executives

15We group firms with biennial and triennial frequency, because there are not enough firms with biennial
frequency to analyze these firms separately.
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are more likely to elect an annual say-on-pay frequency. We will control throughout for
these and any other time-invariant differences between firms with different initial say-on-pay
frequency choices with firm and firm*executive fixed effects.

In our empirical strategy, we first forecast in which future years each firm is predicted
to hold a say-on-pay vote based on the say-on-pay frequency that each firm initially elects.
The SEC required most public firms to elect a say-on-pay frequency in the first annual
shareholder meeting that followed after January 25, 2011, and firms were also required to
hold a say-on-pay vote in that same meeting.16 Based on the outcome of this initial frequency
vote, we can thus predict whether or not a say-on-pay is predicted to be held for every year
in the future. For example, if the firm elects a biennial frequency in 2011, it is predicted to
not have a vote in 2012, vote again in 2013, and so on. The following table describes the
variation in the predicted voting schedule based on an initially chosen annual, biennial, or
triennial frequency:

Fiscal year:
2011 2012 2013

Frequency:
Annual Vote Vote Vote
Biennial Vote No Vote Vote
Triennial Vote No Vote No vote

In our analysis, we then compare pay between years when a vote is predicted (based on
the initially forecasted voting schedule) versus years when no vote is predicted within the
same firm.17

Because most firms with triennial voting (the largest group with within-firm variation in
voting) are on the same schedule as they start voting in 2011, our results could potentially
be confounded if there are aggregate time trends in compensation during our sample period.
For example, suppose aggregate pay levels go up in 2011 and 2012 compared to 2010—then a
simple difference among the firms with triennial voting may incorrectly suggest that having
a vote (as in 2011) is associated with lower pay. We therefore additionally use firms that
hold say-on-pay votes annually as a benchmark for overall changes in the level of pay. This
empirical design is thus in effect a differences-in-differences strategy: The first difference

16Because the annual meeting is typically held sometime between three and six months after the fiscal year
end, most firms were thus required to hold these initial votes during the fiscal year that began sometime
between August 2010 and October 2011.

17The approach of employing within-firm variation in scrutiny is similar to that used by Agarwal, Benmelech,
Bergman, and Seru (2012)who examine the effect of the Community Reinvestment Act on risky lending, by
exploiting the fact that banks are examined between every two or five years depending on their size.
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compares compensation in years when a vote on say-on-pay is predicted to compensation
in years when no vote is predicted, and the second difference compares that first difference
to the difference in compensation across the same years for firms that have no change in
whether a vote is predicted across the same years. Because a vote held at the annual meeting
in, for example, fiscal year 2011 will be a vote about the executive compensation in fiscal year
2010 (and based on the proxy statement for 2010 that is usually released a couple of months
after the fiscal year end), our main independent variable will be whether a say-on-pay vote is
predicted to be held in the next fiscal year.18

Importantly, conditional on each firm’s initial frequency choice, the predicted schedule of
future annual votes is exogenous. The main independent variable in our tests is therefore
whether a vote is predicted for a given year based on each firm’s initial say-on-pay frequency,
rather than whether a vote was actually held for that year. The idea is that we can instrument
having a vote with whether a vote is predicted based on the initial schedule, and then fully
control for firm characteristics that might be correlated with the initial frequency choice.19

This empirical strategy serves to alleviate concerns about firms endogenously choosing when
to hold votes. Nevertheless, in our sample, only 11 firms had say-on-pay votes in years when
they were not predicted to, so the correlation between being predicted to hold a vote and
actually holding a vote is very high.20 Because of this high correlation, we report results in
reduced form rather than using 2SLS; all coefficients would be slightly magnified throughout
if we employ 2SLS instead.

If we had several (three-year) “cycles” of say-on-pay votes, we cannot think of any
significant concerns with this identification strategy. However, because we only have one such
cycle thus far, we nevertheless need an important assumption in our analysis that the original
choice of say-on-pay frequency is not directly correlated with trends in compensation over
the next three years—that is, a “parallel trends” assumption. Suppose, for example, we find

18In the paper, we nevertheless use the expression that a vote is “predicted for the year” interchangeably
with the more precise expression that a vote is “predicted to be held during next year’s annual meeting.”

19Shue and Townsend (2013) use a methodologically similar IV analysis to examine risk taking by executives
who are compensated with stock options.

20For example, the firm Aqua Resources approved a triennial frequency in its 2011 shareholder meeting but
nevertheless had a vote also in 2012. The timing of these instances of deviating from the initial say-on-pay
schedule may be endogenous—for example, the purpose may be to have an option to skip a say-on-pay vote
in 2014. The firm noted in the proxy statement: “Even though a plurality of the shares voted at the 2011
Annual Meeting were voted in favor of having the Company present its executive compensation program to
an advisory vote by the Company’s shareholders every three years, the Company has chosen to present its
shareholders with an advisory (non-binding) vote on the executive compensation programs as described in
this Proxy Statement for our named executive officers (sometimes referred to as “Say on Pay”) again in 2012.”
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that stock awards are relatively higher in years with say-on-pay voting than in years without
a vote. The concern could then be that instead of identifying a causal effect of say-on-pay
on stock awards, these results could be driven by a possibility that the firms that chose
a triennial frequency, at the time of the frequency election (usually fiscal year 2011), also
anticipated awarding relatively lower stock awards over the next two years. While the parallel
trends assumption is not directly testable, we can test whether past trends in compensation
predict adopting an annual vs. biennial or triennial say-on-pay frequency. The idea is that if
we do not see any differences in trends in, for example, stock awards immediately preceding
the frequency election, it is less likely that there would be divergent trends immediately after
the frequency election.

Thus, to support the identifying assumption, we examine differences in “pre-trends”
between firms with annual versus biennial or triennial voting. To do so, we run regression
where the dependent variable is the change in each tested characteristic between 2009 and
2010, and the independent variable is an indicator variable with value 1 if the firm elects an
annual say-on-pay frequency, or 0 otherwise. The results are reported in Table 3.

[Insert Table 3 around here]

As Table 3 shows, we find no differences in compensation pre-trends between firms
that elect annual versus less frequent say-on-pay voting. Except for market capitalization
(significant at the 10% level), there are also importantly no significant differences in firm
characteristic pre-trends between firms that have annual and non-annual say-on-pay voting.
We interpret this evidence as supportive of the parallel trends assumption, which lends
credence to our empirical strategy for identifying a causal effect of say-on-pay voting.

While this empirical strategy appears to satisfy the identification assumption above, we
can now better explain how additional cycles of three years could further solidify this empirical
strategy. Note that choosing, say, a triennial frequency rather than an annual frequency in
2011 is extremely unlikely to be correlated with an anticipation of, for example, higher stock
awards in 2014, followed by decreases in 2015 and 2016, again increases in 2017, and decreases
in 2018 and 2019, etc. Specifically, additional cycles would make this strategy immune even
to trends: An alternative explanation would not only need to predict that an initial triennial
frequency choice is correlated with future trends in compensation, but also predict variation
within future cycles of three years—this is a very high bar for any alternative explanation.
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4 Say-on-pay voting and executive compensation

We first examine the effect of say-on-pay voting on components of CEO and non-CEO
executive compensation. Our main hypothesis is that when a firm faces a say-on-pay vote,
the firm responds by changing the structure of executive compensation in such a way that
it is more likely to elicit yes-votes from shareholders. ISS describes effective executive
compensation as falling into categories such as encouraging pay-for-performance alignment,
avoiding ’pay-for-failure’, avoiding inappropriate pay.21

Specifically, we estimate regressions of the form:

yit = α + βSayOnPayj,t+1 + µij + ηkt + θt + εit (1)

where yit are different measures of pay for executive i in year t, and SayOnPayjt is an
indicator for whether a say-on-pay vote is predicted for that year’s compensation in firm j.
We further control for executive*firm fixed effects µij, industry*year fixed effects ηkt, and
year-month fixed effects θt (of the fiscal year end month). The results are presented in Table
4 (Panel A for CEO compensation, Panel B for non-CEO executive compensation).

[Insert Table 4 around here]

We find that in years when there will be a shareholder vote on compensation, the average
CEO salary is $34,900 lower, and stock awards to CEOs are $0.7 million higher. These results
are statistically significant at the 5% level. Also other compensation is higher by $0.1 million
(at the 10% level) in years when there will be a vote. Table 4 thus provides evidence that firms
change the structure of CEO compensation when they face increased shareholder scrutiny. In
Panel B, we further examine the effect of say-on-pay on compensation for non-CEO executives.
While the directions of the coefficients are similar (lower salary and higher stock awards),
the magnitudes are much smaller, and none of the changes are statistically significant. This
shows that firms respond to increased scrutiny mainly by changing the CEO’s compensation,
while there are no significant changes to the compensation of other executives. Additionally,
the fact that different components of compensation either increase or decrease (i.e. move in
different directions) makes it difficult to reconcile with a story of trends being the reason why
compensation changes in relation to say-on-pay voting. This further buttresses our empirical
strategy.

21See ISS 2013 U.S. Proxy Voting Summary Guidelines at:
http://www.issgovernance.com/files/2013ISSUSSummaryGuidelines1312013.pdf
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One interpretation of the results in Table 4 is that firms that are concerned about increased
shareholder scrutiny of executive compensation act to link CEOs’ wealth more closely with
the firm’s future performance. The consequence of reducing salary (fixed pay), and increasing
stock awards (equity pay) is that the executive will gain if the firm does well and lose if
the firm does poorly. It thus appears that having increased shareholder scrutiny could be
beneficial to the shareholders if the higher equity incentives results in better performance by
the CEO that outweighs the additional cost of this compensation. This is consistent with
firms presenting an improved pay-for-future-performance in years with a vote.

The components of pay that we examine in Table 4 are the most scrutinized components
of executive compensation. However, many executives also receive less scrutinized forms of
compensation, for example, in the form of pensions and deferred compensation. Bebchuk and
Fried (2004c) refer to deferred compensation and pensions as examples of “camouflage” or
“stealth compensation”, and Bebchuk and Fried (2004a) show that as disclosure requirements
about compensation have become stricter, firms have increasingly turned to these benefits as
ways to compensate managers. While the SEC 2006 rule changes to disclosure requirements
for executive compensation require firms to list changes to pension value in the Summary
Compensation Table 22, pension and deferred compensation are not as closely scrutinized.
ISS 2013 Proxy Voting Guidelines only mentions pensions two times in its text.

How does say-on-pay affect the use of these less scrutinized forms of pay? To analyze
this question, Table 5 examines the relation between say-on-pay voting and the value of the
executives’ deferred compensation and pension accounts. We find strong evidence that firms
increase their pension and deferred compensation in years when executive compensation is
scrutinized. Specifically, CEOs’ deferred compensation and pension accounts are a combined
$0.9 million higher in years when shareholders will vote on say-on-pay; this is driven by both
higher deferred compensation and pension values. The average non-CEO executive’s deferred
compensation and pension value is about $0.1 million higher in years when there will be a
say-on-pay vote, and this increase is mainly driven by higher pension values. Table 5 thus
shows that increased scrutiny is associated with higher use of these less scrutinized types of
compensation. These results suggest say-on-pay voting results in changes in the components
of executive compensation, but these changes mainly serve to present the impression that the
firm is aligning the incentives of executives with shareholders.

22See SEC Votes to Adopt Changes to Disclosure Requirements Concerning Executive Compensation and
Related Matters:
http://www.sec.gov/news/press/2006/2006-123.htm
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[Insert Table 5 around here]

We next study whether having a say-on-pay vote leads executives to change the main
form of (realized) compensation they directly control themselves: options exercises. We
hypothesize that increased shareholder scrutiny may reduce options exercises if executives are
worried that shareholders do not sufficiently distinguish between ex-ante awarded pay and
ex-post realized compensation, and that high realized compensation from options exercises
may therefore be considered part of an excessive pay package. Executives would thus have
an incentive to shift large options exercises to years without a say-on-pay vote.

Table 6 presents results on the relation between say-on-pay voting and options exercises.
In this table, we examine if the number and value of options that executives exercise differ
depending on whether shareholders will hold a say-on-pay vote for that year. The results
of Table 6 offers some limited support for a hypothesis whereby executives are concerned
about excessive realized pay in years with a say-on-pay vote. On average CEOs realize
almost $1.3 million less in options exercises in years when there will be a say-on-pay vote.
While these results are economically large, they are not statistically significant. CEO options
value exercised have large standard deviation which makes it difficult to obtain statistical
significance despite the large economic magnitude. But to the extent that we want to read
something into these coefficients, these voluntary reductions in compensation are consistent
with CEOs actively reducing realized pay in periods with increased shareholder scrutiny.
CEOs exercise 57% less option value in year when there will be a say-on-pay vote. Non-CEO
executives realize $0.4 million less in options exercises in years when there will be a say-on-pay
vote. These results are both economically and statistically significant. Non-CEO executives
exercise 63% less option value in year when there will be a say-on-pay vote.

[Insert Table 6 around here]

The previous analyses presented in Tables 4–6 show that firms change the structure of
executive pay (particularly for the CEO) in response to facing a say-on-pay vote: firms reduce
CEO salaries, but also increase stock awards and less scrutinized forms of compensation.
What is the net impact of these changes in various pay components on total compensation?
To examine this question, we analyze the effect of having a say-on-pay vote on total compen-
sation. We use three alternative forms of total compensation (all of these measures are from
Execucomp): Total SEC, Total Alt1 and Total Alt2. Total SEC is total compensation as
reported in SEC filings. It is the sum of the executive’s salary, bonus, stock awards, option
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awards, non-equity incentives, pension change, and “other compensation”. Total Alt1 is
calculated in a similar manner to Total SEC, except stock and option awards are valued using
the fair value at the grant date, as opposed to the amount charged to the income statement
(under FAS 123). Total Alt2 is also calculated in a similar manner to Total SEC, except
stock and option awards are valued using the value realized from option exercise or stock
vesting, as opposed to the amount charged to the income statement. Table 7 presents results
on total compensation.

[Insert Table 7 around here]

The regression results presented in Table 7 show similar magnitudes if the total CEO
and non-CEO executive compensations are calculated as Total SEC or Total Alt1. In both
cases, total CEO compensation increases by approximately $1.0 million in years when there
will be a say-on-pay vote. Average non-CEO executive compensation increases by much less,
approximately $0.8 million, and this increase for non-CEO executives is not significant. Table
4 illustrates how the different components of pay contribute to this net increase. While salaries
and bonuses are lower in years when shareholders vote on pay, most other components of pay
are higher (especially stock awards) and the net effect is overall higher total compensation.
However, the effect on total compensation as measured by Total Alt2 is different as this
measure accounts for pay realized from exercising stock options. Because executives realize
much less pay from options in years with increased scrutiny (as shown in Table 6), total
pay according to this measure is also lower in these years (while the sign on the coefficient
on SayOnPay is negative in column 3, we cannot reject the null hypothesis that total pay
measured by Total Alt2 is the same in years with vs. without a say-on-pay vote—however,
the coefficient is significantly different in column 3 from that in columns 1 and 2). Table
7 thus illustrates an interesting tension between increased shareholder scrutiny and total
compensation: Overall granted executive compensation is higher in years when firms face
a say-on-pay vote, mainly because of higher stock awards, but realized pay is lower due to
lower options exercise activity.

In summary, firms change the structure of executive compensation in several ways in
anticipation of having say-on-pay votes. The fact that these changes are mainly significant
for CEO compensation and much smaller (both economically and statistically) for non-CEO
executives is consistent with CEO compensation receiving particular scrutiny around say-
on-pay votes, which in turn results in a relatively stronger incentive to change only the
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CEO’s compensation in years with say-on-pay voting. These results also suggest that CEO
compensation cannot (always) be optimal: because the compensation structure changes when
there is increased scrutiny, the compensation structure in at least one of these years cannot
be optimal.

5 Say-on-pay voting and Golden Parachutes

Bebchuk and Wang (2013)argue that golden parachutes have an overall negative effect on
shareholder wealth. They argue that golden parachutes provide incentives to executives that
may not be in shareholders best interests. ISS also pays very careful attention to a company’s
golden parachute. ISS mentions the term 11 times its 2013 Proxy Voting Guidelines. Activist
investor, Carl Icahn, has been a vocal opponent against golden parachutes.23 Given the
scrutiny over golden parachutes, our hypothesis is in years when there is a say-on-pay vote
there will be a reduction in the number of firms that have a golden parachute. Table 8 presents
the results of examining the effect of say-on-pay voting on the use of golden parachutes for
change of control payments.

[Insert Table 8 around here]

The results of the regressions support our hypothesis. The first column shows that in
years when there will be a “say-on-pay” vote, the percentage of firms that offer their CEOs a
golden parachute declines by 6%. In addition to being statistically significant, this result is
also economically significant, as Table 1 illustrates that on average, almost all firms (86%)
offer their CEOs a golden parachute. The second column illustrates that in years when
there will be a “say-on-pay” vote, the dollar value of the CEO’s golden parachute declines by
$1.0 million. This column includes both firms that cut and retain their golden parachutes.
Thus, it is possible that the dollar value reduction in golden parachutes could be driven
solely by firms that eliminate their golden parachutes. Conditional on the golden parachute
payment remaining (column 3), we find firms still reduce the dollar value of their golden
parachutes by $0.7 million. While not statistically significant, these values are economically
large. They provide anecdotal evidence that firms are concerned about the size of the golden
parachutes that they offer to their CEOs. ISS advices that golden parachutes should not

23See The Icahn Report at:
http://www.icahnreport.com/report/2008/07/absurdity-of-th.html
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exceed 3 times a base pay. It is possible that firms exceed this value in years when there
is no shareholder scrutiny. The coefficients for non-CEO executives have lower economic
and statistical significance. When faced with greater shareholder scrutiny, firms significantly
alter their golden parachute compensation to their CEOs, but less significantly change the
compensation on non-CEO executives. This is further anecdotal evidence that shareholders
pay more attention to CEO versus non-CEO executive compensation.

6 Say-on-pay voting and pay-for-performance

In a seminal paper, Jensen and Murphy (1990) show that CEO wealth is only weakly tied
to the value of the firm, and that the relation between pay and performance has been
declining over time. Bertrand and Mullainathan (2001) also argue that CEOs often are
compensated as much for “luck” as for performance. A key question regarding the impact
of shareholder scrutiny on executive compensation is therefore whether increased scrutiny
results in a stronger relation between pay and performance, and thus a stronger alignment
between executives’ interests and that of shareholders.

Proxy advisors put as strong emphasis on pay-for-performance when recommending
whether to vote for or against pay; for example, it is the first bullet point in ISS’s rec-
ommendation guidelines on executive compensation. If there is a significant deviation
between compensation and firm performance, ISS recommends a vote against on the executive
compensation.24

In this section we therefore study the association between having a say-on-pay vote and
pay-for-performance. To do so, we examine the extent to which a firm’s abnormal total
shareholder return (TSR) relative to the cross-section of firms in that year predicts the pay
that the CEO receives relative to other CEOs in that year (pay percentile). As in the previous
sections, we also repeat this analysis for other non-CEO executives. Specifically, we run the
following regression:

TotalPayPctileit = α + β1TSRPctilejt + β2SayOnPayjt

+β3TSRPctilejt × SayOnPayjt + β4TSRPctilejt × Y eart + µij + ηkt + θt + εit (2)
24See ISS 2013 U.S. Proxy Voting Summary Guidelines at:

http://www.issgovernance.com/files/2013ISSUSSummaryGuidelines1312013.pdf
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where TotalPayPctileit is the percentile of total pay for the executive in the cross-section of
executives that year. TSRPctilejt is the TSR percentile for the firm in that year, SayOnPayjt

is an indicator for whether a say-on-pay vote is predicted for that year’s compensation, µij

are executive*firm fixed effects for executive i in firm j, ηkt are industry*year fixed effects,
and θt are year-month fixed effects. We further include interactions of Year*Return Percentile
to control for the possibility that pay-for-performance sensitivity may be nonlinear in the
business cycle. The main coefficient of interest is β3 on the interaction between ReturnPctile
and SayOnPay. This coefficient captures whether the relation between pay and performance
is different in years with a say-on-pay vote compared to years without a vote on pay. Table 9
presents the results of this analysis.

[Insert Table 9 around here]

If executive pay is aligned with returns to shareholders, we would expect to see a high
positive correlation between TotalPayPctile and TSRPctile. As we control for Year*Return
Percentile, the first row in the table presents the relationship between pay and performance
for the first fiscal year of data, 2010. In the second row, we observe the coefficient on the
interaction term between the firm’s return percentile and the say-on-pay vote indicator. This
coefficient is statistically insignificant. This means that in years when the firm will face
a say-on-pay vote, the pay-for-performance relation is not significantly different than the
pay-for-performance relation in years when there is no say-on-pay vote. These results hold
for both CEOs and non-CEO executives, and across all measures of total pay (SEC, Alt 1,
Alt 2).

If say-on-pay was to result in more efficient pay practices, we would have expected a
positive coefficient on the interaction (i.e., implying stronger pay-performance relation in
years with a vote), in particular as firms might at least seek to avoid “paying-for-failure” (See
ISS 2013 Proxy Voting Guideline) during periods of increased shareholder scrutiny.25 We
nevertheless find that the pay-for-performance relation in years with a vote is at least not
statistically different relative to the relation in years without a vote.

25Ertimur, Ferri, and Oesch (2013) show that proxy advisors are more likely to vote against management
in firms with poor performance and high levels of CEO pay.
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7 Say-on-pay frequency and executive compensation

We have thus far demonstrated that firms change components of pay and award higher total
compensation to executives in years when shareholders will have a vote on compensation
versus years when shareholders will not vote. Are these changes in compensation simply
evidence of shifting pay between years (for example, executives could receive lower salary
in years when shareholders vote and higher salaries in years when shareholders don’t vote,
without an increase in average salary across years), or are executives’ average pay across years
also affected? To analyze this question, for the same components of pay as in the previous
sections, we compare the average across years for firms that are predicted to have annual
say-on-pay votes compared to firms that are predicted to have say-on-pay votes every two or
three years. The intuition is that the firms with annual frequency are not able to shift pay
over time, whereas firms with biennial or triennial voting are able to do so.

If the changes that we see are due only to shifting pay between years with and without a
vote, then total compensation (as well as components of pay) among the firms with annual
voting should not—over a three-year average—be different from the firms with triennial voting
after the say-on-pay mandate. But if voting results not only in shifting of compensation
between years with versus without a vote, but rather higher total compensation in years with
a vote and no change in years without, then more frequent voting will result in higher total
compensation as a three-year average.

To determine whether say-on-pay results in shifting pay over time or an overall change in
pay over the cycle, we thus run the following differences-in-differences regression:

yit = α + β1AnnualFrequencyj + β2AfterMandatet

+β3AnnualFrequencyj × AfterMandatet + µij + ηkt + θt + εit (3)

where yit are different measures of pay for executive i in year t, AnnualFrequencyj is an
indicator for whether the firm j elects an annual say-on-pay frequency, and AfterMandate is
an indicator for fiscal years 2010-2012 (the base level is compensation in 2007-2009, the three
years before the say-on-pay mandate). As in the previous analysis, we further control for
executive*firm fixed effects µij, industry*year fixed effects ηkt, and year-month fixed effects
θt (of the fiscal year end month). The AnnualFrequency and AfterMandate indicators are
subsumed by the firm and time fixed effects respectively, but the main variable of interest is
the interaction of these two indicators which captures the difference-in-difference of average
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three-year compensation before and the mandate for firms with annual vs. tri-ennial say-
on-pay frequency. One important caveat of this analysis compared to that in the previous
sections is that this diff-in-diff involves windows on either side that are three years long—this
is arguably a long period, which makes it more difficult to rule out potential trends and other
explanations. The results are presented in Table 10.

[Insert Table 10 around here]

Among CEOs, Panel A of Table 10 shows that salaries are not lower on average for firms
with annual voting, which suggests that say-on-pay has only resulted in shifting of salaries
from years with a vote to years without a vote (as shown in Table 4), but that more frequent
voting does not lead to an overall reduction in salary. We find similar results for stock awards.
We do find that firms with annual voting have had larger relative increases in non-equity
based compensation, and decreases in options awards, although we did not find significant
within-firm shifting in these components of pay.

We find some evidence of relatively higher increases in total CEO compensation among
firms with more frequent voting, close to an average of $0.1 million. This result also goes in
the same direction—increased scrutiny is related to higher pay—as our results in Table 7
which capture within-firm variation in total pay in years with versus without votes. However,
the differences-in-differences results on total pay across firms with different voting frequency
are not statistically significant. Results for non-CEO executives (Panel B) are generally not
significant and economically quite small, showing that more or less frequent say-on-pay voting
has not had any important impact on pay for these non-CEO executives.

8 Say-on-pay voting and director compensation

Thus far we have examined whether increased shareholder scrutiny in the form of say-on-pay
voting changes the level and structure of the compensation that executives receive. In this
section, we turn to examining whether say-on-pay also affects the way the firm’s directors
are compensated. In evaluating executive pay compensation, ISS states that shareholders
should expect corporations to avoid inappropriate pay to non-executive directors. It is one of
the five global principles that ISS believes shareholders should expect from firms.26

26See ISS 2013 U.S. Proxy Voting Summary Guidelines at:
http://www.issgovernance.com/files/2013ISSUSSummaryGuidelines1312013.pdf
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In Table 11, we apply the same empirical strategy as in Table 4, and examine the relation
between say-on-pay voting and different components of director compensation: whether
directors receive any options (indicator), the total value of options awards, whether directors
receive stock awards (indicator), the value of stock awards, cash fees, and other compensation.

[Insert Table 11 around here]

We find that when firms face additional shareholder scrutiny on pay, they also significantly
change director compensation packages. Most notably, firms are 7.4% percentage points less
likely to award options to directors in years when there will be a say-on-pay vote. This change
is economically meaningful relative to the average probability (23%; from Table 1) that
directors receive options awards in a given year. On average, each director receives $10,300
less in options compensation in years when there will be a say-on-pay vote; this is about
half of the mean value of options compensation for directors. We also find that executives
receive almost $6,000 more in other compensation in years with a vote. Stock awards appear
slightly higher in years with a vote, but this difference is not significant. Finally, total pay
for directors is slightly lower in years of increased scrutiny.

These changes to director pay are thus different from the changes to CEO compensation
we observe. The overall compensation of CEOs increases in years with a vote, particularly
stock awards, whereas directors’ equity-related pay (particularly option awards) is slightly
lower in years of increased shareholder scrutinty. One possible reason could be shareholders
evaluate compensation to CEOs and directors differently and directors are concerned about
losing their seats on the board of all companies that they are directors if shareholders believe
they are excessively compensated.

9 Conclusion

The Dodd-Frank Act of 2010 introduced mandatory say-on-pay votes among most public U.S.
firms. In this paper, we use this setting to study how say-on-pay voting affects executive
compensation.

We employ within-firm variation in when firms are predicted to hold shareholder say-on-
pay votes to examine the effect of increased shareholder scrutiny on the structure and level
of executive compensation. Our empirical strategy compares executive compensation across
years when firms are predicted to have a vote versus years when they are predicted to not
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have a vote, and further compares this difference with that of firms which have no difference
in whether compensation is put to a vote across the same years.

The results show that when firms face increased shareholder scrutiny on pay, executive
compensation does change: salaries are lower and grants of restricted stock are higher. Firms
also make greater use of less scrutinized forms of compensation, for example, deferred com-
pensation and pension benefits, in years with increased shareholder scrutiny. Compensation
practices that activist investors oppose, such as golden parachutes are reduced or eliminated.
These changes are consistent with improving the ’optics’ of pay and complying with proxy
advisory firms’ guidelines, which may help the firm to ensure that the say-on-pay vote passes.
However, despite these changes, the net effect of these changes is higher total pay.

With the passage of say-on-pay regulation, it was generally believed that this regulation
would result in more transparent CEO compensation and better align CEO incentives with
those of the shareholders. Despite the law’s intention of improving executive pay practices,
the say-on-pay mandate has not unambiguously resulted in more efficient CEO compensation.
Because we do observe changes in compensation packages, we conclude that compensation
schemes to executives cannot always be optimal. If they were, we would not expect any
changes between years with increased scrutiny versus years without. It is nevertheless difficult
to conclude whether the net effect of these changes in compensation that we observe in
response to increased scrutiny is for the better or worse.
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Table 1 Descriptive statistics 

This table reports sample summary statistics for the elected say-on-pay voting frequency and 
the management recommendation for frequency (Panel A), firm characteristics (Panel B), 
compensation for CEOs and all other executives (Panels C and D respectively), and director pay 
(Panel E). Observations in Panel A are at the firm level, and in Panel B at the firm-year level. 
Observations in Panels C and D are at the executive-year level, while observations for director 
pay in Panel E are at the firm-year level (director pay averaged across all directors in a firm-
year). The three ways of measuring total pay in Execucomp (“Total SEC”, “Total Alt 1”, “Total 
Alt 2”) differ depending on whether or not stock grants and options awards are valued based on 
grant-date fair value and whether the value of options exercises are included instead of the value 
of options awarded. Firm characteristics are winsorized at the 1% level. The sample period is 
2010-2012, and the sample includes all firms in Compustat with a market cap (in 2010) of at 
least $75 million and that can be matched to ISS voting data.  

 
PANEL A: SAY-ON-PAY VOTING FREQUENCY 
 N %       
Elected annual voting 1,508 90.4%       
Elected biennial voting 5 0.3%       
Elected triennial voting 156 9.3%       
         
Mgmt recommended annual voting 1,059 63.5%       
Mgmt recommended biennial voting 34 2.0%       
Mgmt recommended triennial voting 532 31.9%       
Mgmt made no recommendation 44 2.6%       
         
PANEL B: FIRM CHARACTERISTICS 
 Mean Std p1 p25 p50 p75 p99 N 

Market cap 7,730 17,233 85 781 2,023 6,240 113,701 4,680 

Book leverage 0.56 0.24 0.09 0.39 0.55 0.72 1.27 4,661 

Q 1.74 1.00 0.79 1.10 1.41 1.97 6.14 4,679 

ROA 0.06 0.09 -0.24 0.02 0.05 0.09 0.34 4,677 

Annual return 0.15 0.36 -0.62 -0.05 0.12 0.30 1.41 4,562 

Institutional ownership (%) 80% 18% 18% 71% 83% 93% 100% 4,604 

Insider ownership (%)  5% 11% 0% 1% 2% 5% 62% 4,548 
 
PANEL C: CEO PAY ($ '000) 
 Mean Std p1 p25 p50 p75 p99 N 
Salary 823 387 0 565 783 1,000 2,000 4,654 
Bonus 210 804 0 0 0 0 3,941 4,654 
Stock awards 2,350 3,681 0 327 1,281 3,190 14,795 4,654 
Option awards 1,092 2,717 0 0 263 1,370 9,165 4,654 
Nonequity incentives 1,240 1,871 0 149 760 1,610 8,306 4,654 
Other compensation 257 896 0 19 66 195 3,735 4,654 
Options exercised value 2,230 8,011 0 0 0 1,177 33,921 4,654 
Total (SEC) 6,503 6,803 300 2,335 4,572 8,538 30,460 4,654 
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Table 1 continued. Mean Std p1 p25 p50 p75 p99 N 
Total (Alt 1) 6,417 6,679 312 2,258 4,514 8,454 30,304 4,654 
Total (Alt 2) 7,702 19,799 278 1,976 4,034 8,505 57,263 4,654 
Pension balance 3,090 7,731 0 0 0 1,915 36,609 4,654 
Deferred compensation balance 2,485 8,854 0 0 66 1,550 42,815 4,654 
Change in control payment (indicator) 0.864 0.343 0 1 1 1 1 4,654 
Change in control payment 14,684 20,863 0 2,964 8,945 19,624 89,070 4,654 
Change in control payment | payment>0 16,992 21,551 312 5,169 11,129 21,601 97,488 4,022 
         
         
PANEL D: EXECUTIVE PAY (ALL NON-CEO EXECUTIVES) ($ '000) 
 Mean Std p1 p25 p50 p75 p99 N 
Salary 431 225 58 295 383 519 1,190 20,464 
Bonus 107 473 0 0 0 0 2,000 20,464 
Stock awards 815 3,256 0 109 367 880 6,587 20,464 
Option awards 334 1,158 0 0 85 358 3,183 20,464 
Nonequity incentives 416 768 0 30 231 505 3,070 20,464 
Other compensation 139 625 0 12 32 81 2,049 20,464 
Options exercised value 563 2,366 0 0 0 194 9,128 20,464 
Total pay (SEC) 2,403 4,196 193 874 1,529 2,775 14,055 20,464 
Total pay (Alt 1) 2,330 4,168 0 822 1,472 2,716 13,924 20,464 
Total pay (Alt 2) 2,489 5,077 0 680 1,299 2,670 17,819 20,464 
Pension balance 772 2,527 0 0 0 262 11,596 20,464 
Deferred compensation balance 609 2,604 0 0 0 322 9,361 20,464 
Change in control payment (indicator) 0.806 0.395 0 1 1 1 1 20,464 
Change in control payment 4,118 7,016 0 530 2,257 5,292 26,801 20,464 
Change in control payment | payment>0 5,106 7,483 97 1,472 3,170 6,350 29,155 16,504 
         
PANEL E: DIRECTOR PAY ($ '000 or indicator) 
 Mean Std p1 p25 p50 p75 p99 N 
Cash fees 74 33 7 52 71 92 173 4,651 
Other compensation 8 41 0 0 0 4 138 4,651 
Option awards indicator 0.23 0.40 0.00 0.00 0.00 0.29 1.00 4,651 
Option awards value  21 61 0 0 0 13 241 4,651 
Stock awards indicator 0.80 0.34 0.00 0.81 1.00 1.00 1.00 4,651 
Stock awards value 82 70 0 40 75 110 291 4,651 
Total pay 186 111 26 125 174 226 540 4,651 
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Table 2 Determinants of having say-on-pay a vote every year vs. every two or three 
years 

This table reports results on the relation between having a say-on-pay vote every year (versus 
every two or three years) and various firm characteristics. The dependent variable is an 
indicator for shareholders electing annual say-on-pay frequency (1 if annual, 0 if bi- or tri-ennial) 
in the first SEC-mandated frequency vote a firm holds after January 25, 2011. Independent 
variables include ownership variables (insider and institutional ownership), whether 
management recommends annual frequency voting, various firm-level characteristics (market 
cap, book leverage, Q, ROA, annual return), and the firm-level averages of several compensation 
variables (column 3 includes various components of pay, and columns 4-6 include three different 
measures of total pay from Execucomp). The observations are at the firm-level, and all 
independent variables are as of year-end 2010. All regressions include industry fixed effects 
(Fama-French 49 industries) as well as fixed effects for the fiscal year month-end. t-statistics 
based on standard errors robust to heteroskedasticity are reported in parentheses below the 
coefficient estimates. *, **, and *** represent statistical significance at the 10%, 5%, and 1% 
levels respectively. 
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Dependent variable: Annual voting 

frequency 
(indicator) 

Annual voting 
frequency 
(indicator) 

Annual voting 
frequency 
(indicator) 

Annual voting 
frequency 
(indicator) 

 (1) (2) (3) (4) 
     
Institutional ownership (%) 0.446*** 0.461*** 0.449*** 0.460*** 

(8.38) (8.40) (8.11) (8.41) 
Insider ownership (%) 
 

-1.156*** -1.107*** -1.066*** -1.107*** 
(-8.08) (-7.35) (-7.12) (-7.35) 

Mgmt rec annual vote 0.149*** 0.138*** 0.137*** 0.138*** 
(8.65) (8.03) (7.97) (8.01) 

Mgmt rec annual vote  
* Insider ownership 

1.428*** 1.412*** 1.405*** 1.412*** 
(9.96) (9.48) (9.43) (9.47) 

Market cap (log)  0.006 -0.003 0.006 
  (1.37) (-0.33) (0.74) 
Book leverage  -0.029 -0.055* -0.030 
  (-0.88) (-1.65) (-0.88) 
Q  0.002 0.009 0.002 
  (0.25) (1.04) (0.26) 
ROA  0.052 0.053 0.052 
  (0.52) (0.53) (0.52) 
Annual return (excess)  -0.052** -0.052** -0.053** 
  (-2.37) (-2.28) (-2.39) 
Salary (log)   -0.008  
   (-0.32)  
Bonus (log)   -0.001  
   (-0.45)  
Stock awards (log)   0.007*  
   (1.93)  
Option awards (log) 
 

  -0.001  
  (-0.39)  

Nonequity incentives (log) 
 

  0.004  
  (1.28)  

Other compensation (log) 
 

  0.001  
  (0.20)  

Pension balance (log) 
 

  0.004*  
  (1.77)  

Deferred compensation 
balance (log) 

  0.001  
  (0.50)  

Options exercised value 
(log) 
 

  -0.001  
  (-0.55)  

Total SEC (log) 
 

   0.001 
   (0.04) 

Industry FE Yes Yes Yes Yes 
Fiscal year month-end FE Yes Yes Yes Yes 
     
R2 0.364 0.364 0.371 0.364 
N 1599 1556 1556 1556 
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Table 3 Pre-trends for firms with annual vs. bi- or tri-ennial voting 

This table reports results on differences in “pre-trends” between firms that have annual voting 
versus bi- or tri-ennial voting. Panel A reports results for pre-trends in executive compensation 
variables and Panel B reports results for pre-trends in firm characteristics. The observations are 
at the firm level. The compensation variables are firm-level averages across executives. Each row 
in the table represents a separate regression where the dependent variable is the change in the 
variable (e.g. change in salary) between 2009 and 2010 and the independent variable is an 
indicator for electing an annual voting frequency in the first SEC-mandated say-on-pay 
frequency vote a firm holds after January 25, 2011 (1 if annual, 0 if bi- or tri-ennial). The first 
column presents coefficients on the annual voting indicator and the second column presents t-
statistics. All regressions include industry fixed effects (Fama-French 49 industries) as well as 
fiscal year month-end fixed effects. The standard errors are robust to heteroskedasticity. *, **, 
and *** represent statistical significance at the 10%, 5%, and 1% levels respectively. 

 
 Coefficient t-statistic 
 (1) (2) 
   
PANEL A: COMPENSATION PRE-TRENDS 
   
Salary 7.4 (1.20) 
Bonus 15.7 (0.71) 
Stock awards -21.2 (-0.20) 
Option awards 74.2 (0.85) 
Nonequity incentives 37.6 (1.03) 
Other compensation -0.7 (-0.03) 
Options exercised value 65.6 (0.63) 
Pension balance 1.3 (0.04) 
Deferred comp. balance -17.3 (-0.45) 
Total SEC 86.6 (0.53) 
Total (Alt 1) 73.7 (0.47) 
Total (Alt 2) 194.1 (1.46) 
   
PANEL B: FIRM CHARACTERISTIC PRE-TRENDS 
   
Market cap (log) -0.067* (-1.65) 
Book leverage 0.009 (0.62) 
Q 0.008 (0.17) 
ROA -0.002 (-0.11) 
Annual return (excess) -0.026 (-0.27) 
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Table 4 Say-on-pay voting and components of executive pay 

This table reports results on the relation between shareholder scrutiny (in the form of having a 
say-on-pay vote) and components of executive compensation. The observations are at the 
executive-year level. The dependent variables are various components of pay. The main 
independent variable is an indicator for whether a say-on-pay vote is predicted to be held in the 
next shareholder meeting. We determine whether a say-on-pay vote is predicted to be held 
based on the firm’s elected say-on-pay frequency in the first SEC-mandated frequency vote after 
January 25, 2011 (e.g., a firm that elects a bi-ennial frequency in 2011 is predicted to hold a 
say-on-pay vote in 2011 and 2013, but not in 2012). All regressions include firm-executive fixed 
effects and year fixed effects. The coefficients thus represent difference-in-difference estimates 
where the first difference is the within-firm change in compensation between years with vs. 
without a say-on-pay vote, and the second difference is with other firms that have no difference 
in voting between the same years. All regressions also include industry*year fixed effects (based 
on Fama-French 49 industries), and fixed effects for each fiscal year month-end. Panel A 
presents results for CEOs, and Panel B for all other (non-CEO) executives in Execucomp. t-
statistics based on standard errors robust to heteroskedasticity and clustered by firm are 
reported in parentheses below the coefficient estimates. *, **, and *** represent statistical 
significance at the 10%, 5%, and 1% levels respectively. 

       
Dependent 
variable: 

Salary 
($ ‘000) 

Bonus 
($ ‘000) 

Stock 
awards 
($ ‘000) 

Options 
awards 
($ ‘000) 

Non-
equity 
based  

incentive 
($ ‘000) 

Other 
compen-
sation 

($ ‘000) 

 (1) (2) (3) (4) (5) (6) 
       
PANEL A: CEOs 
Say-on-pay 
predicted 

-34.9** -51.1 710.8** 95.5 38.0 101.1* 
(-2.33) (-1.31) (2.50) (0.46) (0.49) (1.85) 

R2 0.124 0.048 0.034 0.039 0.079 0.093 
N 4,613 4,613 4,613 4,613 4,613 4,613 
       
PANEL B: ALL OTHER EXECUTIVES 
Say-on-pay 
predicted 

-4.9 -5.0 67.9 -26.4 21.7 8.6 
(-0.98) (-0.26) (0.77) (-0.43) (0.89) (0.44) 

R2 0.084 0.017 0.012 0.016 0.047 0.041 
N 20,290 20,290 20,290 20,290 20,290 20,290 
       
Industry*Year FE Yes Yes Yes Yes Yes Yes 
Industry FE Yes Yes Yes Yes Yes Yes 
Year*Month-end 
FE 

Yes Yes Yes Yes Yes Yes 

Firm*Executive 
FE 

Yes Yes Yes Yes Yes Yes 
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Table 5 Say-on-pay voting and the use of deferred pay and pensions 

This table reports results on the relation between having a say-on-pay vote and the use of 
deferred pay and pensions for executives. The dependent variables are the executive’s deferred 
pay balance in column (1) and the pension balance in column (2). The independent variables 
and identification strategy is the same as described in Table 4. The observations are at the 
executive-year level. Panel A presents results for CEOs, and Panel B for all other (non-CEO) 
executives in Execucomp. t-statistics based on standard errors robust to heteroskedasticity and 
clustered by firm are reported in parentheses below the coefficient estimates. *, **, and *** 
represent statistical significance at the 10%, 5%, and 1% levels respectively. 

   
Dependent variable: Deferred 

compensation 
balance 
($ ‘000) 

Pension value 
balance 
($ ‘000) 

 (1) (2) 
   
PANEL A: CEOs 
Say-on-pay predicted 417.3** 453.4*** 

(2.22) (3.77) 
R2 0.096 0.238 
N 4,613 4,613 
   
PANEL B: ALL OTHER EXECUTIVES 
Say-on-pay predicted 40.1 99.6** 

(0.81) (2.10) 
R2 0.040 0.096 
N 20,290 20,290 
   
Industry*Year FE Yes Yes 
Industry FE Yes Yes 
Year*Month-end FE Yes Yes 
Firm*Executive FE Yes Yes 
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Table 6 Say-on-pay voting and options exercises 

This table reports results on the relation between having a say-on-pay vote and the amount of 
stock options that executives exercise. The dependent variable in column (1) is the value of 
options exercised, and in column (2), the number of options exercised. The independent 
variables and identification strategy is the same as described in Table 4. The observations are at 
the executive-year level. Panel A presents results for CEOs, and Panel B for all other (non-
CEO) executives in Execucomp. t-statistics based on standard errors robust to 
heteroskedasticity and clustered by firm are reported in parentheses below the coefficient 
estimates. *, **, and *** represent statistical significance at the 10%, 5%, and 1% levels 
respectively.  

   
Dependent variable: Options value 

exercised 
($ ‘000) 

Options number 
exercised 
(# ‘000) 

 (1) (2) 
   
PANEL A: CEOs 
Say-on-pay predicted -1273.7 -339.0 

(-1.57) (-1.08) 
R2 0.068 0.036 
N 4,613 4,613 
   
PANEL B: ALL OTHER EXECUTIVES 
Say-on-pay predicted -354.0** -24.1* 

(-2.10) (-1.66) 
R2 0.034 0.047 
N 20,290 20,290 
   
Industry*Year FE Yes Yes 
Industry FE Yes Yes 
Year*Month-end FE Yes Yes 
Firm*Executive FE Yes Yes 
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Table 7 Say-on-pay voting and total pay across years 

This table reports results on the relation between having a say-on-pay vote and total executive 
compensation. The dependent variables are different ways of measuring total pay in Execucomp 
(“Total SEC”, “Total Alt 1”, “Total Alt 2”); the most notable difference between these measures 
is that “Total Alt 2” is based on the value of options exercised rather than the value granted. 
The independent variables and identification strategy is the same as described in Table 4. The 
observations are at the executive-year level. Panel A presents results for CEOs, and Panel B for 
all other (non-CEO) executives in Execucomp. t-statistics based on standard errors robust to 
heteroskedasticity and clustered by firm are reported in parentheses below the coefficient 
estimates. *, **, and *** represent statistical significance at the 10%, 5%, and 1% levels 
respectively. 

    
Dependent variable: Total (SEC) 

($ ‘000) 
Total (Alt 1) 

($ ‘000) 
Total (Alt 2) 

($ ‘000) 
 (1) (2) (3) 
    
PANEL A: CEOs  
Say-on-pay predicted 960.0** 926.9** -1065.5 

(2.40) (2.37) (-1.13) 
R2 0.049 0.050 0.104 
N 4,613 4,613 4,613 
    
PANEL B: ALL OTHER EXECUTIVES  
Say-on-pay predicted 69.2 77.2 -330.8 

(0.55) (0.64) (-1.18) 
R2 0.014 0.017 0.063 
N 20,290 20,290 20,290 
    
Industry*Year FE Yes Yes Yes 
Industry FE Yes Yes Yes 
Year*Month-end FE Yes Yes Yes 
Firm*Executive FE Yes Yes Yes 
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Table 8 Say-on-pay voting and the use of Golden Parachutes 

This table reports results on the relation between having a say-on-pay vote and the use of 
change in control payments (“golden parachutes”). The dependent variables are: An indicator for 
whether the executive has right to a payment if there is a change in control (column 1), the 
dollar amount of the change in control payment (column 2), and the dollar amount of change in 
control payment conditional on this payment being positive (column 3). The independent 
variables and identification strategy is the same as described in Table 4. The observations are at 
the executive-year level. Panel A presents results for CEOs, and Panel B for all other (non-
CEO) executives in Execucomp. t-statistics based on standard errors robust to 
heteroskedasticity and clustered by firm are reported in parentheses below the coefficient 
estimates. *, **, and *** represent statistical significance at the 10%, 5%, and 1% levels 
respectively. 

    
Dependent variable: Positive change 

in control 
payment 

(indicator) 

Change in 
control payment 

($ ‘000) 

Change in 
control payment 
| payment >0 

($ ‘000) 
 (1) (2) (3) 
    
PANEL A: CEOs  
Say-on-pay predicted -0.060*** -1024.5 -749.2 

(-2.62) (-1.07) (-0.65) 
R2 0.088 0.083 0.092 
N 4,613 4,613 3,996 
    
PANEL B: ALL OTHER EXECUTIVES  
Say-on-pay predicted -0.022 -190.5 123.2 

(-1.15) (-0.47) (0.22) 
R2 0.019 0.044 0.059 
N 20,290 20,290 16,383 
    
Industry*Year FE Yes Yes Yes 
Industry FE Yes Yes Yes 
Year*Month-end FE Yes Yes Yes 
Firm*Executive FE Yes Yes Yes 
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Table 9 Say on pay voting and pay-for-performance 

This table reports results on the relation between having a say-on-pay vote and pay-for-performance. The 
dependent variable is the executive pay percentile (the percentiles are in the cross-section of CEOs/non-
CEO executives in that fiscal year). The basic identification is similar to that described in Table 4, but 
the main variable of interest is the total shareholder return (TSR) percentile interacted with an indicator 
for whether a say-on-pay vote is predicted to be held in the shareholder meeting. This interaction 
measures whether the sensitivity of pay-to-performance is different in years with vs. without a vote. The 
regressions also include a control for the TSR percentile interacted with year, to allow for different 
average pay-for-performance sensitivities across different years. The TSR percentile is defined as the 
annual total shareholder excess return (above the total market return) over the fiscal year. The 
observations are at the executive-year level. Panel A presents results for CEOs, and Panel B for all other 
(non-CEO) executives in Execucomp. t-statistics based on standard errors robust to heteroskedasticity 
and clustered by firm are reported in parentheses below the coefficient estimates. *, **, and *** represent 
statistical significance at the 10%, 5%, and 1% levels respectively. 

 
Dependent variable: Total pay 

percentile (SEC) 
Total pay 

percentile (Alt 1) 
Total pay 

percentile (Alt 2) 
 (1) (2) (3) 
 
PANEL A: CEOs 
TSR percentile 0.061** 0.044 0.061 

(2.07) (1.53) (1.29) 
Say-on-pay predicted  
* TSR percentile  

-0.046 -0.024 -0.002 
(-1.53) (-0.81) (-0.05) 

Say-on-pay predicted 3.937** 2.981 -0.259 
(2.08) (1.63) (-0.11) 

R2 0.084 0.075 0.117 
N 4,503 4,503 4,503 
 
PANEL B: ALL OTHER EXECUTIVES 
TSR percentile  0.045** 0.039* 0.081*** 

(2.05) (1.79) (2.93) 
Say-on-pay predicted  
* TSR percentile  

-0.019 -0.013 -0.041 
(-0.86) (-0.59) (-1.46) 

Say-on-pay predicted 1.080 1.806 2.589* 
(0.70) (1.16) (1.96) 

R2 0.055 0.038 0.086 
N 19,792 19,792 19,792 
    
Industry*Year FE Yes Yes Yes 
Industry FE Yes Yes Yes 
Year*Month-end FE Yes Yes Yes 
Firm*Executive FE Yes Yes Yes 
Control: Year*TSR percentile Yes Yes Yes 
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Table 10 Say-on-pay frequency and executive compensation 

This table reports results on the relation between the frequency of say-on-pay and executive 
compensation. The dependent variables are several measures of components of pay and total 
pay. The identification strategy here is different from that in previous tables: The regressions 
represent difference-in-difference estimates where the first difference is the within-firm change in 
compensation between the three years before versus the three years after the first year with a 
say-on-pay vote, and the second difference is between firms with different say-on-pay frequency 
(annual frequency versus tri-ennial frequency). The main variable of interest is thus the 
coefficient of the interaction annual_frequency*post_period (note that the annual_frequency 
indicator and the post_period indicator are subsumed by firm fixed effects and year fixed effects 
respectively). Panel A presents results for CEOs, and Panel B for all other (non-CEO) 
executives in Execucomp. All regressions include firm fixed effects, industry fixed effects (Fama-
French 49 industries), industry*year fixed effects, and fiscal year month-end fixed effects. t-
statistics based on standard errors robust to heteroskedasticity and clustered by firm are 
reported in parentheses below the coefficient estimates. *, **, and *** represent statistical 
significance at the 10%, 5%, and 1% levels respectively. 
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Dependent variable: Salary 

($ ‘000) 
Bonus 

($ ‘000) 
Stock 
awards 
($ ‘000) 

Options 
awards 
($ ‘000) 

Non-
equity 
based  

incentive 
($ ‘000) 

Other 
compen-
sation 

($ ‘000) 

Total 
(SEC) 
($ ‘000) 

Total 
(Alt 1) 
($ ‘000) 

Total 
(Alt 2) 
($ ‘000) 

 (1) (2) (3) (4) (5) (6) (7) (8) (9) 
          
 
PANEL A: CEOs 
Annual_Frequency 
*Post_Period 

11.5 -68.2 278.7 -404.1** 175.9** 66.6 107.7 141.9 444.5 
(1.11) (-1.43) (1.31) (-2.26) (2.42) (1.36) (0.33) (0.43) (0.60) 

R2 0.201 0.047 0.063 0.044 0.108 0.060 0.082 0.092 0.108 
N 9,495 9,495 9,495 9,495 9,495 9,495 9,495 9,495 9,495 
          
PANEL B: ALL OTHER EXECUTIVES 
Annual_Frequency 
*Post_Period 

7.7* -14.5 77.0 -59.5 6.6 19.0 47.9 11.6 -42.0 
(1.69) (-0.65) (0.87) (-0.78) (0.20) (1.29) (0.33) (0.08) (-0.15) 

R2 0.139 0.044 0.022 0.025 0.065 0.027 0.027 0.040 0.031 
N 43,128 43,128 43,128 43,128 43,128 43,128 43,128 43,128 43,128 
          
Industry*Year FE Yes Yes Yes Yes Yes Yes Yes Yes Yes 
Industry FE Yes Yes Yes Yes Yes Yes Yes Yes Yes 
Year*Month-end 
FE 

Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Firm FE Yes Yes Yes Yes Yes Yes Yes Yes Yes 
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Table 11 Say-on-pay voting and director compensation 

This table reports results on the relation between having a say-on-pay vote and director 
compensation. The dependent variables are different components of director pay. The 
observations are at the firm-year level, where director pay is the average across  a firm’s 
directors in that year. The independent variables and identification strategy is the same as 
described in Table 4. t-statistics based on standard errors robust to heteroskedasticity and 
clustered by firm are reported in parentheses below the coefficient estimates. *, **, and *** 
represent statistical significance at the 10%, 5%, and 1% levels respectively. 

       
Dependent 
variable: 

Option 
awards 

indicator 
 

Option 
awards 
value  

($ ‘000) 

Stock 
awards 

indicator 
 

Stock 
awards 
value 

($ ‘000) 

Cash fees 
($ ‘000) 

Other 
compen-
sation 

($ ‘000) 
 (1) (2) (3) (4) (5) (6) 
       
 
Say on pay 
predicted 

-0.074*** -10.3** 0.011 3.3 -0.6 5.7** 
(-3.67) (-2.12) (0.54) (0.92) (-0.44) (2.23) 

R2 0.095 0.056 0.074 0.071 0.112 0.035 
N 4,610 4,610 4,610 4,610 4,610 4,610 
       
Industry*Year FE Yes Yes Yes Yes Yes Yes 
Industry FE Yes Yes Yes Yes Yes Yes 
Year*Month-end 
FE 

Yes Yes Yes Yes Yes Yes 

Firm FE Yes Yes Yes Yes Yes Yes 
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