THE TOP-PAID  CHIEF EXECUTIVES...
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PAY FOR PERFORMANCE: /¥y L, pay matches up to performance, BUSINESS WEEK uses two mea-
WHO MEASURES UP... surement systems. One relates to how good a job the boss did for sharehold-
AND WHO DOESN'T ers. The other compares what the boss made with how well the company did.

EXEGUTIVES WHO GAVE SHAREHOLDERS
THE MOST FOR THEIR PAY...

Total pay* Shareholder Relative
Thousands of dollars  return** index

EXEGUTIVES WHOSE GOMPANIES DID THE BEST

RELATIVE TO THEIR PAY...

Total pay* Avg. return Relative

Thousands of dollars

on equity index

1 RICHARD FAIRBANK Capital One Financial $1,312  393% 376 1 DANE MILLER Biomet $992 19% 30
2 WILLIAM GATES Microsoft 1,696 532 373 2 WARREN BUFFETT Berkshire Hathaway 842 9 29
3 JAMES SINEGAL Costco 1483 373 319 3 STEPHEN SANGER General Mills 8,488 190 29
4 EDWARD FRITZKY Immunex 2,437 663 313 4 WILLIAM GATES Microsoft 1,696 32 27
5 WARREN BUFFETT Berkshire Hathaway 842 118 259 5 RICHARD FAIRBANK Capital One Financial 1,312 21 27
...AND THOSE WHO GAVE EXECUTIVES WHOSE COMPANIES DID THE WORST
SHAREHOLDERS THE LEAST RELATIVE TO THEIR PAY
1 MICHAEL EISNER Walt Disney $594,892 56% 0.3 1 JEFFREY BEZOS Amazon.com $2254  -119% 05
2 SANFORD WEILL Citigroup 491,976 146 0.5 2 NOLAN ARCHIBALD Black & Decker 50,688 37 04
3 RAY IRANI Occidental Petroleum 110,670 11 0.8 3 STEPHEN CASE America Online 213785 122 0.2
4 ANTHONY O'REILLY H.J. Heinz 104,678 86 1.8 4 MICHAEL EISNER Walt Disney 504,892 9 0.1
5 JOHN WELCH General Electric 151,179 199 2.0 5 SANFORD WEILL Citigroup 491,976 16 0.1

*Salary, bonus, and long-term compensation paid for the entire
three-year period

**Stock price at the end of 1998, plus dividends reinvested for three years, divided by stock
price at the end of 1995 DATA: STANDARD & POOR’S COMPUSTAT



FORTUNES IN THE FUTURE

These chief executives still have huge rewards to reap from stock
options that have yet to be exercised. The top 20 treasure chests:
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RAKING IT IN
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COMPENSATION SCOREBOARD GLOSSARY

executive pay would rise when the

boss delivered the goods for
shareholders. And it would fall when
corporate performance declined. But it
doesn’t always happen that way.

In this Scoreboard, BUSINESS WEEK,
along with Standard & Poor’s
Compustat, attempts to measure how
closely pay matches performance. The
study uses two approaches: It
compares an executive’s total

I f the system worked perfectly,

compensation with the company’s
total return to shareholders in stock
appreciation and dividends over three
years. A second comparison measures
pay against corporate profitability for
the same period. Three years of data
are examined to minimize the impact
of single-year windfalls.

The Scoreboard companies boast
market values that are among the 500
largest companies measured by market
value for which 1998 compensation

data are available. Each company is as-
signed to one of nine industry groups.
Then, each executive’s pay, the com-
pany'’s total return to shareholders, and
the company’s profit record are mea-
sured against the others in the group.
Performance ratings are given only
when three years of data are available.
On a scale of 5, 1 indicates the best
performance; 5 is the worst. The top
15% of the sample receives a 1, 25%
a2, 30%a3,20% a4, and 10% a b.

1996-98 PAY-PERFORMANGCE ANALYSIS

PAY VS. SHAREHOLDER’S RETURN
TOTAL COMPENSATION is the sum of an executive's salary,
bonus, and long-term compensation for the three years.
VALUE OF $100 INVESTED is the yearend 1998 value of a
$100 investment in the company made three years earlier,
including both share-price appreciation and dividends
(reinvested).
RATING shows how an executive stacks up against industry
peers, measured in terms of pay relative to total return to
shareholders. The rating is based on an index in which the
value of the investment at the end of the three-year period is
divided by an executive’s total pay and then compared with
other executives in the same industry group.

PAY VS. CORPORATE PROFIT
ROE is the company’s average return on common equity
over the three-year period.
CHANGE IN ROE is the improvement or decline in the
company’s profitability over the 1996-98 period,
expressed in terms of a percentage.
RATING shows how an executive compares with industry
peers in pay for company profitability. The rating is based
on an index that provides equal weight to the company’s
overall ROE as well as its improvement or decline during
the past three years. Both these measurements are
adjusted for the executive’s total pay and then compared
with others in the same industry grouping.

Footnotes: fIndicates executive retired in 1998-99 fMay exclude option gains in earlier years e=estimated NA=not available ~NM=not meaningful
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