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This report was generated autonomously by an AI replication pipeline for the “Does Empirical Finance Repli-
cate?” project. It documents one attempt to reproduce the paper’s main analysis from the data and methods
described below. Individual replications may contain mistakes. Treat the numbers as estimates to be checked,
not as a verdict on the original paper. Original article: doi:10.1016/j.jfineco.2011.05.006.

1 Summary

1.1 The Paper

Bebchuk, Cremers, and Peyer ask whether the CEO’s share of top executive compensation predicts firm
value and behavior. They combine ExecuComp, Compustat, CRSP, segment, and IRRC governance data
from 1993 through 2004. Their main firm value tests regress industry adjusted Tobin’s q on lagged
CEO Pay Slice, firm controls, CEO controls, and fixed effects. Table 3 column 3 reports a negative CPS
coefficient of −0.229 with t = −2.347.

1.2 Replication Findings

The replication reproduces the sign of the target coefficient but not the published inference. Table 3
column 3 gives −0.0903 with t = −0.693, which is 39 percent of the published magnitude. Column 2
does reproduce the negative significant association. Columns 1 and 4 stay negative but miss the five
percent threshold. The overall result is PARTIAL.

Four construction choices shape the estimation sample. CEO eligibility follows the Compustat fiscal year
rather than the calendar year, firm years with missing CEO tenure stay in the sample under the paper’s
missing tenure category, ROA is winsorized income before extraordinary items over assets, and missing
capital expenditures remain missing. The estimation sample contains 8,039 firm years and 1,782 firms,
close to the paper’s 8,077 observations. A temporal extension using successor RiskMetrics governance
data yields −0.0229 with t = −0.286 from 12,041 firm years and 2,055 firms. The direction survives into
the later period and the effect weakens.
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2 Data

The paper uses Standard and Poor’s ExecuComp, Compustat North America fundamentals, Compustat
historical segments, CRSP listing histories, and IRRC governance surveys. The replication draws on
current full history vintages of the same databases, together with the author posted Bebchuk, Cohen,
and Ferrell E index workbook for the paper period. ExecuComp and Compustat merge by GVKEY and
fiscal year. Date valid CCM links connect GVKEY to PERMNO for the first CRSP listing year. Historical
six digit CUSIP provides the primary E index match, with ticker as a fallback.

The paper period covers 1993 through 2004 and Table 3 outcomes cover 1994 through 2004. A firm year
needs five compensated executives, a CEO who served throughout the fiscal year, and the same CEO
in the exact prior fiscal year for lagged CPS. The column 1 replication has 8,047 observations and 1,784
firms. Columns 2 through 4 have 8,039 observations and 1,782 firms.

The 2007 through 2018 temporal extension takes governance data from RiskMetrics, the successor to the
IRRC surveys. It reconstructs the same six E index provisions and uses only meetings on or before the
fiscal year end. Fair value award fields introduced after the reporting change replace the discontinued
legacy award fields. Column 1 has 12,053 observations and 2,059 firms. Columns 2 through 4 have
12,041 observations and 2,055 firms.

3 Methodology

Tobin’s q equals

qit =
Pit × Sharesit + Assetsit − Equityit − De f erredTaxesit

Assetsit
.

Industry adjusted q subtracts the contemporaneous four digit SIC median computed from screened
Compustat firms. The dependent variable is winsorized at the first and ninety ninth percentiles. CPS
equals CEO TDC1 divided by total TDC1 for the five highest paid named executives.

Column 1 regresses industry adjusted q on lagged CPS, E index, log assets, insider ownership and its
square, ROA, capital expenditures over assets, leverage, research and development, its missing indica-
tor, log company age, and year effects. Column 2 adds lagged q and the paper’s compensation, owner-
ship, tenure, diversification, outsider, founder, and chair controls. Column 3 adds firm effects. Column
4 instruments lagged CPS with lagged industry median CPS, number of vice presidents, and CEO only
director. Every specification clusters CRV1 standard errors by firm. The temporal analysis reestimates
the same equations with the same construction parameters inside its declared years.

Key differences from the paper. Current vendor vintages can revise historical records. Exact legacy
IRRC director coding and some ownership fields are unavailable, so documented ExecuComp mappings
supply the chair, only director, and ownership variables. When a CEO start date is missing, fiscal year
boundaries and unchanged CEO identity in consecutive years establish full year service. Winsorized
Compustat income before extraordinary items over assets matches the paper’s reported ROA moments.
These differences can shift within firm CPS variation and partial out different components of q.
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4 Results

4.1 Table 3 in sample

Table 1: Lagged CPS coefficients in Table 3
(1) (2) (3) (4)

Paper coefficient −0.475 −0.177 −0.229 −0.649
Paper t −3.226 −2.470 −2.347 −1.981
Replication coefficient −0.341 −0.237 −0.090 −0.445
Replication t −1.949 −2.617 −0.693 −1.489

Paper observations 8,661 8,077 8,077 8,077
Replication observations 8,047 8,039 8,039 8,039
Replication firms 1,784 1,782 1,782 1,782
Firm effects No No Yes Yes
Year effects Yes Yes Yes Yes
Standard errors CRV1 clustered by firm

Column 1 remains negative at −0.341 with t = −1.949 but falls just outside the five percent threshold.
Column 2 matches the paper’s negative significant category with −0.237 and t = −2.617. The column 3
estimate is −0.090 with t = −0.693, versus −0.229 with t = −2.347. Column 4 is also negative at −0.445
with t = −1.489, but it does not reproduce the published significance.

The replication N differs from the paper’s by only 38 observations, and the replication ROA moments
nearly equal the printed moments, so the remaining gap in column 3 does not come from a visible
sample size shortfall. Current ExecuComp, Compustat, and CRSP vintages alter historical values, and
inferred ownership and board fields alter both the controls and the instrument set. Those mechanisms
change the residual within firm CPS variation that identifies column 3. No definition was tuned to
reproduce the published coefficient.

4.2 Temporal extension

Table 2: Temporal extension of Table 3
(1) (2) (3) (4)

Paper coefficient −0.475 −0.177 −0.229 −0.649
Paper t −3.226 −2.470 −2.347 −1.981
OOS coefficient −0.376 −0.081 −0.023 −0.027
OOS t −2.617 −1.550 −0.286 −0.119

OOS observations 12,053 12,041 12,041 12,041
OOS firms 2,059 2,055 2,055 2,055
Firm effects No No Yes Yes
Year effects Yes Yes Yes Yes
Standard errors CRV1 clustered by firm

Column 1 stays negative and significant at −0.376 with t = −2.617. Column 2 falls to −0.081 with
t = −1.550. The column 3 estimate is −0.0229 with t = −0.286, only ten percent of the paper magnitude.
The IV estimate also approaches zero at −0.0266 with t = −0.119. The later period therefore preserves
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the direction in all four columns but not the within firm inference. Changes in executive compensation
reporting and in governance coverage alter the identifying variation, even though the construction maps
the same economic objects and prevents lookahead.
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