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(% b5) =9 7|1=8A
g&F it =95 =1 3k
Comp 1,312,318 953,000 14,000 24,381,000
A Comp 0.120 0.034 -0.929 17.246
Return 0.091 -0.016 -0.719 7.484
AROA -0.002 -0.002 -0.323 0.259
AROFE -0.001 -0.005 -4.176 4.747
ASales 0.063 0.035 -0.999 2.927
Returnind 0.057 0.002 -0.285 0.881
AROAInd 0.004 0.003 -0.047 0.080
AROFEInd 0.007 0.007 -0.082 0.122
ASalesInd -0.025 0.012 -0.934 1.413
FE4=1235
1) @910 1,000¢
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(% 9) MEZYel M Z1;
Panel A
Aeded HEAGA R HEAGL Aol A}
(1) (2) (3) (4) (5) (6)
Intercept 0.074*** 0.085*** 0.099*** 0.108*** -0.008 0.011
Return 0.102 0.072 0.097 0.069 0.092 0.078
AROA -1.089* -0.902 -1.541%*
AROE 0.021 0.012 0.063
ASales 0.193* 0.145 0.151 0.127 0.354** 0.214
Returnind 0.271%* 0.315** 0.262* 0.313** 0.262 0.302
AROAInd 1.705 2.037 0.752
AROERd 0.084 0.169 -0.537
ASalesind 0.129 0.126 0.156 0.167 0.017 -0.015
Adj. R? 2.59 1.99 1.92 1.49 3.96 1.38
F Value 3.56%** 2.95%** 2.40%* 2.08* 2.00* 1.34
FESF 577 431 146
Panel B Panel C
(1) (2) (3) (4) (5) (6)
Intercept 0.075*** 0.086*** 0.107*** 0.113*** Intercept 0.074*** 0.086"**
Return. adj 0.099 0.069 0.074 0.048 Return 0.12* 0.09
AROA . adj -1.021% -0.731 AROA -1.047*
AROEFE. adj 0.021 0.028 AROFE 0.019
ASales . adj 0.14 0.106 0.014 0.007 ASales 0.223**  0.169
Returnind 0.378"** (0.39*** Returnind . excl 0.265™* 0.307**
AROAInd 0.767 AROAInd. exd 1.59
AROEInd 0.137 AROEI. excl 0.072
ASalesInd 0.283** 0.244** ASalesInd . excl 0.144* 0.135*
Adj. R? 2.6 1.96 -0.08 -0.36 Adj. R? 2.82 2.12
F Value 3.57*F  2.92%* 0.84 0.31 I Value 3.78*  3.08"**
XESF 577 XEF 577
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ALBdA-dRert | 2RB9A-NEN [ Fuzz—mo it | EFAd-gEoAT
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Intercept 0.093*** 0.100** | 0.099*** 0.108*** i 0.088* 0.091** | 0.092 0.097 0.078**  0.081***
Return 0.148**  0.131**| 0.097 0.069 0.181% 0.178* | 0.232 0.228 0.062 0.023
AROA -0.787 -0.902 -0.711 -1.131 0.502
AROE 0.002 0.012 -0.201 -0.413 0.778
ASales 0.221**  0.204**| 0.151 0.127 0.276*  0.268* | 0.284 0.274 0.257* 0.252*
Returnind 0.257*  0.295"| 0.262* 0.313* ¢ 0.285  0.294 0.358 0.373 0.223 0.252*
AROAInd -0.242 2.037 -3.351 -3.316 -3.843"
AROFEInd -0.920 0.169 -1.915 -1.976 -2.359**
ASalesnd 0.080 0.093 0.156 0.167 0.023  0.025 [-0.000 0.004 0.229 0.238*
Adj. B 1.30 1.28 1.92 1.49 0.80 0.90 -0.07 0.03 4.32 6.05
F Value 296" 2.94% | 2.40* 2.08* 1.63 1.70 0.97 1.02 2.34** 2.917*
RES 897 431 466 2817 179
D) TR AR 1% 5% B 10%9 $T S dnad
) VIFZ+e % 2 njwtog D‘rzl*“* A7 gl Ao g
3) AEAQ-thato|Ab: tl oAl HEADY
4) 2779t Eo|Ak: dEol el 2535
5) Al F-t el AL tiEo|AR] Hul$F
6) SR ol eIt £3aAY
7) Wl Ug Jole (G 5)E Fa.
(E 12) AtHo|AL B4 Z3}
Aol HEAGAelA | 263FA-ANN [ FgEE ol | XA AdolAT
(1) (2) (3) (4) (5) (6) (7) (8) (10) (11)
Intercept 0.048**  0.055"* | -0.008 0.011 ¢ 0.090™* 0.092*** | 0.114*** 0.113"**{ 0.062* 0.066*
Return 0.034 0.018 0.092 0.078 -0.008 -0.003 0.008 0.020 -0.075 -0.081
AROA -0.783 -1.541% 0.279 0.319 0.557
AROE 0.046 0.063 0.004 -0.118 0.225
ASdles 0.368** 0.322"** | 0.354™* 0.214 i 0.408"* 0.405"** | 0.253* 0.254* 0.985%*  (0.994**
Returnind  (0.198 0.247* 0.262 0.302 ¢ 0.183 0.222 0.342 0.381* 0.133 0.188
AROAInd -1.343 0.752 -3.240* -4.984* -3.148
AROEInd -1.253* -0.537 -1.952** -2.484** -2.069*
ASalesind  0.043 0.041 0.017  -0.015 : 0.086 0.097 0.203 0.217* i-0.038 -0.026
Adj. B 458 4.59 3.96 1.38 6.09 7.49 5.83 7.64 7.79 9.42
F Value 370" 3.70%** | 2.00* 1.34 3.06™*  3.58 | 1.99* 2.32"* 2.32* 2.63™
EEF 338 146 192 97 95
1) ¥R e 747‘ 1%, 5% 2 10%9] Tr«]—rfa L=
2) VIFgS 25 2 njgto 2 E}ZL\W 311]7} gl 2o & getdr
3) Xd‘v'i—ﬁo"é"]—*}lﬁol*} tl o] AF obd HEA G
4) 2729-Aqe: R} ol 257349
5) HAFF-Ahf o] AL thE o] A} opd He 5
6) S EA-Ae|At: 0|4} b EeA 2l
7) Wl gg o= (E 5)E Fa.
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(E 13) ¥ gaEs 24 Al ARZE HeEe| 718X
e i Enihin H& gk gk
Comp,, 465,715 277,000 0r* 11,200,000
AComp,, 0.146 0.025 -1 15.811
Return 0.144 -0.003 -0.949 13.367
AROA -0.001 -0.001 -0.323 0.301
AROE -0.001 -0.005 -4.716 4.747
ASales 0.088 0.022 -0.999 56.044
Returnind 0.058 -0.010 -0.285 0.881
AROAId 0.003 0.003 -0.047 0.080
AROEInd 0.007 0.007 -0.082 0.122
ASalesInd -0.013 0.012 -0.934 1.413
FEF=2067
1) &¢1: 1,000¢
2) W4 Hele v 2
Comp,, = 44 FgRF:
AComp,, = 99 HaES HshE
02 M Foe (ﬁ 5ok 2.
3) ++  FHEFE &
(E 14) 2 HrETE ARES 2441} oty
23(1) 23(2) 23 (3)
(1) (2) (3) (4) (5) (6)
Intercept 0.145*** 0.145*** 0.146*** 0.146*** 0.146*** 0.145***
Return 0.007 0.01 0.004 0.008
AROA 0.094 0.125
AROE -0.044 -0.043
ASules -0.003 -0.003 -0.003 -0.003
Returnind 0.081 0.071 0.077 0.066
AROARId -1.184 -1.202
AROEInd -0.443 -0.427
ASalesInd 0.052 0.047 0.052 0.048
Adj. R? 0.01 0.03 0.08 0.06 -0.2 -0.21
F Value 0.07 0.2 0.56 0.41 0.31 0.29
2T 2067
1) 0 e A7 1%, 5% 2 10%9 FleeS ongit)
2) VIF g 25 2 njgto g D}%%*d*é A7 9l Ao wetEn
3) Wl ek POl (& 5)E FHaL.
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23k HE Z7480] AR
MViatio,, = t71'% 99 7k & 719 i¢l A7/t (949)0] Ml 5
e 7} &3 Age] v AsbE;

© EREFY] ZATL. FF 253N W9}
L EA T . T
ASdes,, = A9 j7t &3 719 9] 717k wjZam - d oo‘l‘ T |
e AeY F4 @R JA9S 3T Best o)
Loss,, = 949 b &3 714 v vkt Fr1eE
A% was 1, 0w 0; 4.3.3 A3hurd A7)9 9%
Toe, = ) 99 jo A4 ool 1, o)
ettt 1 aay | TAIG AS AUE 2945 S 0y
= olQ] 7} AT Ao o
Manager;, t:]]u]; 7 AEZGQlelH 1, &AF74 o Hhejat oix)7} et o] ole] AL AL o]
Gelel™ 0:
g, = 0 94 el 93 A9 ge13] olRThe ol ol Aol 99l
0 jel A%,
E gtk olate] wAg Blste] Y A388EE

(F 15)°) AN 43S 29 Mill's lambda A& 2 9L 71A4sAY vjd FFE3|94 1
7F BARCE gl o (p-value(0.1), ¥4 2 GEE Foes AT old wet Fu7|YS
B (FE I Akl ekttt &, 7199 F24 B FFF A oAtES Fdo| g st
TAED A FAFE] Bpg F(H) #F FAAEQ By AL ofatgld] Y3t} oA B

AZF A2, 53] 7199 WEY F7hE0] 2245 o dne ARlFoR Hlng dx AYA vy

Panel A Panel B
oM stage 1% stage

(1 (2) (1) (2)
Intercept 0.138"** 0.14*** Intercept -3.889** -3.889**
Return 0.076* 0.077* LNMV 0.246*** 0.246***
AROA 0.05 MViatio -1.039 -1.039
AROE 0.037 ASules -0.059 -0.059
ASales 0.223*** 0.224*** LOSS -0.305 -0.305
Returnind 0.179* 0.209** Title 0.185 0.185
AROAInd -0.72 Manager -1.454*** -1.454***
AROERd -0.828 Age -0.008 -0.008
ASalesind 0.076 0.087 Mills lambda -0.242* -0.248*
Wald chi® 19.76*** 21.26™* rho -0.37 -0.38
FEF 1235 sigma 0.65 0.65

1) e 7474 1%. 5% 2 10%9 G55 ovlgitt,
2>vm}c£ T2 uEte g T %*d*é A7 Qe Aoz &
3) Wro] viak gole (F 59 28 (4)S Fa,
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9 R0Z07 =€y 267k -

=
s

679

Intercept
Return
AROA
AROE
ASales
Returnind
AROAInd
AROEIhd

ASalesInd

0.072"*

0.002
2.213"

0.14

-0.013

-1.238

0.043

0.058"
0.05

0.035
0.189**
-0.081

0.643
0.028

0.012
0.075
1.645***

0.224**

0.045

-2.157

0.112

(£ 16) A |2estEnt g7] 7|04l 2|

0.000
0.118*

-0.007
0.278**
-0.002

-0.221
0.119

1) = fe A7 1%, 5% 2 10%9 S-S ongit)
2) VIF g& B% 2 ngto 2 th3344 4171 §le Aoz A}
3) Wl i3 Pole (E 5)E

0.111***
-0.036
2.682""*

0.114

-0.063

-0.345

-0.009

0.106*"
-0.028

1.091*
0.12
-0.105

0.666
-0.028

0.085"*
-0.017
2.485*"

0.16

-0.017

-1.403

0.061

0.068"
0.038

0.048
0.215*
0.085

0.802
0.04

0.037*
0.056
1.18°

0.026

-0.029

-0.591

-0.007

0.03
0.078"

0.021
0.053
-0.089

0.258
-0.012

0.03
0.061
2.084*"

0.277*

0.033

-2.9147

0.107

0.016
0.123*

-0.013
0.33*"
-0.017

-0.451
0.111
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(1) B7leld (2) Fleed

(3) AFMEAZ Z7}

(R&DHI$ A3t 4)

(4) QTAEAZ A2

(R&DHI$ A7 4)

Intercept 0.089***  0.096"** 0.013  0.015
Return 0.084* 0.063 0.075  0.077
AROA -0.919 -0.221

AROE 0.018 0.000
ASales 0.323"* 0.299"* 0.046  0.043
Returnind | 0.262""  0.302""*  0.418™ 0.411*
AROAInd |-0.486 -4.299

AROEd -1.033 -1.809*

ASdlesind | 0.062 0.067 0.228  0.231
Adi. B 1.55 1.52 1.51 1.38
3.83" 134 1.31

F Value 3.88™*

REsr 1100 135

0.066*"
0.108*
-1.958™*

0.219*
0.159
2.13

-0.155*
5.01
5.83"**

0.079"*  0.078"*
0.091" 0.104"
-0.959

-0.607"
0.153" 0.16*
0.162 0.208
2.223

0.748
-0.184"  -0.164"
3.61 3.63
3.76™* 318"

444

0.092"*  0.092"**
0.087 0.094
0.159

0.041

0.298"  0.3"

0.373"  0.389*
-3.44
-2.018"
0.223"™  0.227
1.45 1.67
2.67 2.93"*
685

0.087* 0.09"*
0.088 0.091
-0.013

0.038
0.294™  0.295*
0.337* 0.372*
-1.732

-1.521
0.205" 0.216"
1.22 1.45
2.41* 2.67"

685

Ely Z6vly -5 B2
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1) 0 e 22 1%, 5% B 10%9) e elvlgt.
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3) ATFMNLAZE = GNEHFHE + A7) + 7349 7702 + 73737 3h])
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Executive Compensation and Corporate Performance

Mi Joo Lee™ - Yu Haiyang® - In Tae Hwang™***

Abstract

The literature on agency theory suggests that linking executive compensation to corporate
performance is a way of alleviating the agent problem. Therefore, previous research confirmed
a positive relationship between executive compensation and corporate performance. In the
research on Korea, however, the analysis was conducted by using the average compensation
rather than using executives individual compensations due to a limitation of the data. This is
because before the amendment of the Capital Market and Financial Investment Business Act in
2013, only the total amount of the executives compensation was disclosed. However, the
individual compensation of executives whose total compensation is more than KRW 500 million
is provided by the company from 2013.

The purpose of this paper is to re-examine the relationship between executive compensation
and corporate performance, using data of individual compensation of executives for listed
companies. In addition, classify executives according to their positions and ownership, and
analyze the relationship between the compensation of each classification executives and
corporate performance.

The results of this paper are as follows. First, in the total sample, both stock returns and
sales growth rate have a positive relationship between the executive’s compensation. However,
unlike previous studies, there was no relationship between change in Return on Equity (ROE)
or change in Return on Asset(ROA), which are profitability indicators of a company, and
executive’s compensation. Second the compensation of all executives group, except non-owner

executive, is affected by sales growth rate. And these impact of sales growth rate on owner—

Economist, Bank of Korea, First Author
**SL (YANTAI) AUTO LIGHTTING CO., LTD., Corresponding Author
*** Professor, College of Business Administration, Chung-Ang University, Co-Author
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executive disappeared as the ownership percentage increase. However, the compensation of
non-owner executive showed a negative relationship with ROA. This is not only contradictory
to previous research but also contrary to common sense.

Overall, sales growth rate is highly related to executives compensation, while ROA and ROE
are not related to executive’s compensation. That is, sales is a major incentive to executive's
compensation in Korean listed companies. But the increase of company's sales does not mean
the profit will increase. Therefore, it will potentially lead executive to increase their size or
achieve short-term performance, which is more than just quality. It ultimately affects the
sustainable development of enterprises and the maximization of corporate value.

These results imply that there is a need to strengthen the governance structures and

executive compensation system and monitor the management activities of executives in Korean

listed companies.

Keywords: corporate performance, compensation-performance sensitivity, executive compensation,

individual compensation of executives
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