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Abstract Using longitudinal data of 575 sample from 122 firms in large business conglomerates from 2001 to
2008, this study examines the impact of controlling shareholders' control-ownership disparity on executive
compensation. The empirical study finds that controlling shareholders' control-ownership disparity is negatively
related to the level of executive compensation and moderate negatively the relation between firm performance
and executive compensation. This finding suggests that controlling shareholders' control rights in excess of
ownership rights lead to decreased executive compensation in order to relieve the concerns of stakeholder about
the potential agency costs of controlling shareholder, and have, on the other hand, entrenchment effects on the
decision of executive compensation by decreasing its sensitivity on firm performance.
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[Table 1] Definition of variables

Variable Definition
. The natural logarithm of compensation in
Compensation . .
cash of registered executives on average
The difference between control rights and
Disparity cash flow rights held by the controlling

shareholder
Percentage of foreign block ownership with
5% or more equity in a firm

For_ownership

Size The natural logarithm of total assets
Debt The ratio of total debt to total equity
Perform The. percentage of net income to total
equity

A dummy variable that equals to one if the

Owner_control |controlling shareholders are CEOs of the

firm
Industry_dum |Industrial dummy variable to SIC
Yearly_dum |Yearly dummy variable
A Al A B A A

oolgR =Tk Aol A R
94 BHS LERIL AmRA FAE FE0 HE
F7HA1717) S8 i@ JEE ek 5 o)y
oA 7V R B B A E] Shtolc29].
A 7120} 715ke] SR AL AN
F7h AGA] AuAIAT HGl A oIS 2
O HAL 9TY SHS BA Ao 457
Gu] WSS Eskrh4l A Aol S AT
sfo] AFERNYRT FEFO BE HiulE F7b

Shi. olgt §1 A= AolE BAlsl] gsto] el

ioR-{

[e)

Table 2= A5l A ¥es9 Ve AT
HofErh iAo e Bt 36%=2 reh, A]u]
FE7E 7ML Qs AR Bt 36% o 352 A
& AL 95 o = ok Aot A AL
A Gl Fefshe vlE2 36% o= et

WAl ARSE 7t WS Al Table 37} 2
o} AGR} RARS A9 X uja] e il B ()o] Al
£ 7 IR g, 7, 20 G ehs 4

B =y

SRR
Asht VIF 24 23 SEFAAS

[Table 2] Descriptive statistics

Variables Obs | Mean | S.D. | Min | Max
Compensation 575 | 1857 | 0.82 | 15.11 |20.90
Disparity 575 | 36.18 | 27.57 | 0.00 99
For_ownership 575 | 224 | 598 | 0.00 43
Size 575 | 11.74 | 0.73 | 9.80 | 13.50
Debt 575 | 054 | 0.36 | 0.01 | 8.47
Performance 575 | 5.38 | 18.99 [-274.11| 95.55
Owner_control 575 0.36 | 0.48 | 0.00 1.00
[Table 3] Correlations
Variables 1) ?2) 3) @ ) 6)
(1)Compensation 1
(2)Disparity -.404%* 1
(3)For_ownership | .226%* | -213%* 1
(4)Size 492%% | - 405%* | 171** 1
(5)Debt 045 | -122%%| -032 | .153** 1
(6)Performance 175+ | -0.62 | 0.93** | .148** | -081* 1
(7)Owner_control | .129%* | -0.34 | 032 | .001 |[-.120%*| .070*

Notes: *p <0.05; **p < 0.01
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[Table 4] Multi-variate regression estimates of the impact
of control-ownership disparity on executive

compensation
Dependent
. Model(1 Model(2 Model(3
Variable odel(1) 0del(2) odel(3)
. -250%kx _ 3867+ ~230%#*
Disparity (-6.776) (-7.248) (-5.916)
o : 115w 031w 113w
wner_contro (3.293) (-546) (3.252)
Disparity * . 215%%* .
Owner_control (3.317)
E b 079%* 076+ 081*
or_ownership (2.092) (.014) (2.146)
257x* 253w 256+ %%
Size
(6.054) (6.018) (6.057)
039 044 039
Debt (1.049) (1.193) (1.073)
" 133w 132%wx 243w
Performance (3.780) (3.788) (3.758)
Performance * 128k
Disparity (:2.018)**
Industry_dum included included included
Yearly_dum included included included
Constant 15.549%*% | 15.710%*+ 15.520% %+
onstan (26.898) (27.325) (26.913)
Number of 575 575 575
observations
Adjusted R 0.386 0.397 0.389
F statistics 14.876%*% | 14.994% % 14.556% %
Notes: *p <0.10; **p < 0.05; ***p < 0.01. Numbers in

parentheses are t-statistics.
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[Table 5] Multi-variate regression estimates of the impact
of control-ownership disparity on the ratio of
increase in executive compensation

Dependent Variable | Model(1) Model(2) Model(3)
Disparity -.104%* -.152%* -.089*
(-2.198) (-2.330) (-1.809)
Owner_control 15T 057 ALa
- (2.669) (.811) (2.650)
Disparity * 086
Owner_control ) (1.068)
For_ownership -.039 -.040 -.038
= (-410) (-851) (-790)
260%** 260%** 260%**
Size
(4.563) (4.555) (4.555)
034 1036. 035
Debt (.758) (.786) (.765)
Performance .081* .081* 152%*
2.917) (1.850) (1.900)
Performance * -.083
Disparity (-1.058)
exeautive |\ e | _ag0mes _418%En
compensation In | ; e (-7.542) (-7.806)
previous year
Industry_dum Fel Fe £
Yearly_dum £ ol Eof
Constant 4.476%** 4.608%** 15.520%**
4.113) (4.208) (26.913)
Number. of 557 557 557
observations
Adjusted R 0.093 0.093 0.093
F statistics 3.116%** 3.046%** 3.046%**
Notes: *p <0.10; **p < 0.05; ***p < 0.0l. Numbers in

parentheses are t-statistics.
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