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Abstract The purpose of this study investigates the relation between corporate life cycle and management
compensation. The analysis is performed by comparing the compensation level and pay-performance-sensitivity
(PPS) at each life cycle based on Korean data from 2003 to 2014. The results show that regarding
compensation level, mature stage has the highest mean value of compensation and compensation level drops
after mature stage. In introduction stage, growth and decline stages, compensation is not sensitive to accounting
performance. In a while, in mature stage, management compensation varies with accounting performance more
significantly than stock performance. In additional analysis, the results indicate that the finding is not
designated from growth opportunities and the relation differs when the firm is included in a conglomerate.
These findings contribute to the literature by providing additional evidence to understand for compensation and
the corporate life cycle studies.
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%318 53lo] o]Fo A4t} Dickinson (2011)¢] AF5 &

Dickinson(2011)& Fa1ate] 949), 2 A% dF5

B9 Do) ueh b} o] £BF/E B,

<Table 1> Cash flow pattern and life cycle

Intr'of growth mature decline
duction
CFO ) (+) (+) (+/-)
CFI (-) ) ) (+/-)
CFF (+) (+) (-) (+/-)
1) CFO: Cash flow from operating activities
CFI: Cash flow from investing activities
CFF: Cash flow from financing activities
SyFlel] whe ARR wake] fEe t A4S e
of o] 2olE AW EH, FHEF7E e EA
0e A wae] NREg Avns) A% A7 23
o vhet 2

Aln(Comp)i,L:a(ﬁa] AROALL*(lgRETi'L+(13SIZEi'L
+LEV; +asMTB; +asOWN; +a;0U T
+Industry Dummy;+Year Dummy; e (1)

ne Aol
Aln(Comp)i; = 1719 td=9] AgA Bge] W3} =
(571999 584 /7419 A= agte]
Likey
AROA;; = B7]019 / 41 - 37101 /
At
RET;; = i71%d t FAFAE
SIZE, = A4k, o 223k
LEVi= &5, /A0h,
MTB;; = A7FEly /A7 A2,
OWN;; = A2/ LB T2,
OUT; = Ablolabey, /olAbS] 73 94m,
Industry Dummy;e = AF4E] 7]
= A&y

[
'
‘2
Y

Year Dummy;;

&y = A

9 maeg NS B stk 2008
HE BN Qo] FA D AR By
3 AFAE = TS20002}
KIS-VALUE® A =g at3ieh & 11601709 719-d%=
ERol M AFE A3 ALgEI kY

<Table 2> Distribution of Sample

Panel A. Distribution by Year
. N

Year (firm-year) %

2003 836 7.21%

2004 925 7.97%

2005 944 8.14%

2006 1025 8.84%

2007 1035 8.92%

2009 1094 9.43%

2010 1173 10.11%

2011 1336 11.52%

2012 1041 8.97%

2013 1109 9.56%

2014 1083 9.34%

Total 11,601 100%
Panel B. Distribution by Industry

N
Industry (firm-year) %0

Agricuture, forestry and fishery 55 0.47
mining industry 9 0.08
Manufacturing industry 7,794 67.18
Equipment industry 5 0.65
Environment industry 38 0.33
Construction 465 4.01

1) Wg=9] ko] Jake] 1%u| vl sl 7IdEe Af-ole
A 1% o2 2 (winsorization) 3} T
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‘Wholesale and Retail Trade Industry 830 759
Trasportation Business 208 1.79
Lodging industry and restaurant industry 18 0.16
Publication and broadcast indutry 1082 9.33
Real estate and rent business 41 0.35
Science and technology service 677 584
Equipment indusrty 136 117
Education service 64 055
Art, sports, and leisure 49 042
Other service 10 0.09
Total 11,601 100%
<Table 2>¢] sjdAE E29 AEE EXE YeR
I hom, i 10007 Wele] EdE 7L Al
g &

S & St} <Table 2>9] HEBE FH 9
EE Ak gtk F 1671 4F & AlZ2Yo) 67.18% =
B S AA sk oo, w4, Y 2 oY

=
B Fol 1% wwto g AL uFES AAska Yok

A AAstaL ok B
< 11892 of 19} 5xivkel
o8 Hyta} A7) Zpol 7k 1A

F gk

Qs

vg-ﬁL

S o}
= =

<Table 3> Descriptive statistics

)

A woge) 2agt
Aol F9Ighe
pow] AAH o

Variable mean Std. 1% med. 99%

In(Comp) 11.890 0.803 9.928 11.813 14.232
Aln(Comp) 0.079 0.448 -1.587 0.069 1583
ROA 0.023 0.116 -0.526 0.035 0.282
ROA -0.006 0.114 -0.428 -0.005 0.466
RET 0.106 0.542 -0675 -0.018 2.587
SIZE 18749 1.391 16.391 18481 23.375
LEV 0932 1.064 0.042 0.679 6.706
MTB 1.527 1.785 0.032 0.979 11.766
OWN 0.208 0.179 0.000 0.192 0.694
ouT 0.154 0.112 0.000 0.143 0.500

1 Aln(Comp); = i71%] td=o] Fg7 wode] W = [57]1949]

° UEL BUSIYU Az v
AROA;; = B71se0l®, / FAth - 8710l / $4h.,
RET,t:17l%1tL1L?iPwZ 2ol g
=y SIZE;; = SAk, o =gk
4 /\E]v(_b‘?__‘}‘\jl 7é37+ LEV,:* 5 ‘H;tt/\rx]'/\\_]';t
MTB;; = Al7Fsd, /A7 AFE o,
11 ) EEAT D AR OWN, = AFALHF A W BFA %,
OUT;, = Abe] o], /ol ALE] A% ?J*m
<Table 3> 1160171 719-9% %9 T8 ¥FE
<Table 4> Correlations
In(Comp)  In(Comp) ROA AROA RET SIZE LEV MTB OWN ouT
In(Compt) 1 0.315 0.24 -0.01 0.029 0.597 -0.027 0.023 -0.078 -0.006
(0.000) (0.000) (0.306) (0.002) (0.000) (0.004) (0.012) (0.000) (0.520)
Aln(Compt) 0.266 1 0.114 0.029 0.059 0.029 -0.018 -0.001 0.026 -0.001
(0.000) (0.000) 0.002 (0.000) (0.002) (0.054) (0.945) (0.005) (0.900)
ROAt 0.237 0.147 1 04 0212 0213 -0.311 -0.135 0.113 -0.053
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
AROAt -0.006 0.063 0.324 1 0.187 0.022 -0.044 -0.003 -0.021 0.024
(0.546) (0.000) (0.000) (0.000) (0.016) (0.000) (0.728) (0.023) (0.010)
RETt 0.083 0.083 0.303 0.271 1 0.005 -0.061 0.216 0.026 -0.015
(0.000) (0.000) (0.000) (0.000) (0.620) (0.000) (0.000) (0.006) (0.115)
SIZEt 0.54 0.026 0.156 0.031 0.06 1 0.161 -0.06 -0.253 0.069
(0.000) (0.005) (0.000) (0.001) (0.000) (0.000) (0.000) (0.000) (0.000)
LEV -0.006 0 -0.3 0.02 -0.048 0.196 1 0.168 -0.132 0.01
(0.507) (0.963) (0.000) (0.030) (0.000) (0.000) (0.000) (0.000) 0.278)
MTB 0.104 0.023 0.12 -0.002 0.2 -0.099 0.032 1 -0.109 -0.011
(0.000) (0.013) (0.000) (0.864) (0.000) (0.000) (0.001) (0.000) (0.257)
ouT -0.045 0.034 0.112 -0.017 0.044 -0.215 -0.149 -0.128 1 -0.109
(0.000) (0.000) (0.000) (0.063) (0.000) (0.000) (0.000) (0.000) (0.000)
OWN -0.016 -0.01 -0.07 0.022 -0.015 0.078 -0.01 -0.069 -0.105 1
(0.090) (0.284) (0.000) (0.019) (0.114) (0.000) (0.281) (0.000) (0.000)

D) 2P 91 SJ01E, ol 2ol FaeAE vreny

2) p-gke Zagtel AAF 5.

SIZEt = FAht

5719 9%

19]

MTBt = A7Hg /271 AHF it OUTE = Abs]olAbet/olAk1d 215t OWNE=5 719 €12
3) In(Compt)= [5719 <19 AaRF(Fol+dol 3)(d9: 14
Jt/FAdt-1; RETt = td = A7F F4595;

rzl—}‘]’t

2o REFA Y7 R e At
ol Az g Aln(Compt)=In(Compt)-In(Compt-1); ROAt=37]<=
o) AR 2%k LEVE = S5t/

°]
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<Table 4> F2 ¥ AAIAE el gl
Az =9 Hirde] Ml AlnComp)e TAMFE
o]2l&9] W3 AROAD, F7HrERETY), AHke] f
E(SIZED 9} froJ gt eH(+) ] dHLAE 7HAH, FAm]

F1 9th AgAte] B AFE(InComp) S &

W FEE Bolal glom A7 Al Srtetht

2 E 710 aA fgads & 5 Jon ET|e BAF

o] HS EVIE =3 AT H O WA el
THF7IE BAgEe et Apolel| iste] Akt

=l

%
(LEV)#} H-7Fe] Al 7H]&(MTB)-2 vkl gke]

<Table 5> compensation and main vriable by life

cycle

;Szi;n growth mature decline
In(Compt) 11.666 11.93 12.049 11.737
ROA -0.063 0.039 0.063 -0.001
RET 0.056 0.151 0.131 0.046
SIZE 18453 18794 18977 18527
LEV 1.371 1.009 0.769 1.023
MTB 1.925 1.541 1.417 1.409
OWN 0.196 0.224 0.206 0.197
ouT 0.157 0.144 0.156 0.163

4.3 FHFT7IE Ao AR
(Pay —Performance—Sensitivity)
£ 7o) 7H2 iEEh] flske] R H 9
Ape] JABAANLEE HZ B4k <Table 6>

AFR4 A0 derla Qo
EY71014] B3 mage] Wl ok Frkeel e
AZREE SRl F91R F9l g mol], EApate]
Vgl Wl e AFE FOT G A e
£ F7pRlE e ARie 5% FEolA

)

1
FHE 10% FEAN A Pl g AT ol

-3
>
o
1o
rot
o2
1o
=
o
N
N
H
>
R}
r>,
o
19
el
1o
rE
i ox b

7l AGA wgel 817 A3l o AEH
g AAsa ek HENNE U719 A
R¥BA F7FRe ] Aol FeT Bl 3hE 7H
EAE 2B WSl ARG FoIF o2 vent
A ks,

AgAe] gz

3 A=t

o A9 e BT 5
=
T

<Table 6> Pay—Performance—Sensitivity by life cycle

Intro Growth ‘ Mature ‘ Decline

t-value

intercept

3,168

D W) Ao <F 4>

4133 2,523

FESE

5.1 5ol whe gk AR gzte
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7199 FHFIE TR, 98, 4FES T 83 V)
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B

<Table 7> Growth by life cycle

Introduction | growth mature decline

SalesG 0241 0494 0.193 0.203

SizeG 0.227 0.232 0.076 0.037
1) SalesG=(v% vl &N )/vl & N, 1;SizeG=(F Ak -F A4k )/

A

<Table 8> FFES oL = Whrol A3E 25
AR EAANGE A5 Aot wjEY FFEI F
A AR LF TR 2FS GRmge) 8K
Shst 7k Aok o) QA thebAR, A4 1
FAME F7h A ABHE Aow ekt 4%
o] & M EYsIh 971NN Aspst e
Uit 970 e 90 a7k BEge 8
g o8 Uehb/ ks $Y7slehe shiel 13
Aol S0l me Anehs 4349 $AE daE

<Table 8> Pay—Performance—Sensitivity by growth
group

panel. A
Sales Growth

Low High

coeff t-value coeff t-value
inter -0.21 -167 -0.23 -1.80
AROA 0.02 042 01353 2.37
RET 0.04s83 3.05 0.0 452
SIZE 0.01 252 0.01 5 2.82
LEV -0.01* -1.83 0.00 -0.78
MTB 0.04 078 0.00 -0.03
IND included included
year included included
R? 1.93% 1.78%
adj-R* 1.42% 1.27%

N 5800 5801

panel. B
Assets Growth
Low High
coeff t-value coeff t-value
inter -0.24 -1.96 -0.20 -1.56
AROA 0.02 0.41 0.15%: 2.80
RET 0.05x 4.05 0.04s 364
SIZE 0.01 3¢ 3.16 0.0 2.15
LEV 0.00 -0.77 -0.00% -1.77
MTB -0.04 -0.58 0.06 1.16
IND included included
year included included
R? 2.20% 1.64%
adji-R* 1.69% 1.13%
N 5300 5301
D 859 Aol <& 4> 31
5.2 tiirR7IT oyt e T
8RR RN
FEAN AP FFAA AR FLE GG v]
A3 Qow, gtusld el Autrs 4L e
3AE thET [2829,30] 53] 719 253
ALES] Aike dAARE] WRZ el B dFE e
o, 2w I AR AR 9T W) E
of Akl 7|9EF o= 4 Slrk [2829]. whebA B A
TollA 7| HA T o o) mE T AR
ANAES AT
<Table 9> Pay—Performance—Sensitivity by
conglomerate
PANEL A: Pay-Performance-Sensitivity of conglomerate
Intro Growth Mature Decline

coeff t-value coeff t-value coeff t-value coeff t-value
inter 1 119 015 020 -012 -028 -035 -046
AROA -0.38 -070 -050 -127 054 138 -022 -047
RET 011 099 012 161 007 121 020+ 205
SIZE -003 -068 001 036 001 061 002 058
LEV -004 -114 004 111 002 065 -001 -022
MTB 000 000 -002 -08 003+ 189 -001 -043
OWN QI00= 020 0.06=« 023 003 015 027 082
ouT 041 101 007 02 -022 -104 052 133

IND Y Y Y Y

year Y Y Y Y
R? 1542% 10.74% 6.40% 23.31%

adi-R*  -459% 2.10% 1.83% 12.81%
N 116 273 560 176
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PANEL B: Pay-Performance-Sensitivity of non-conglomerate
Intro Growth Mature Decline
coeff t-value coeff t-value coeff t-value coeff t-value
inter -049 -153 -009 -038 001 006 -004 -0.20
AROA -0.02 -030 0.16+x 209 035+ 416 002 026
RET 003 143 003+ 198 0.03=x 211 0.04#= 230
SIZE 002 153 001 08 001 079 001 0638
LEV -001 -064 000 -051 -001 -08 -001 -1.21
MTB 000 -013 001 117 001 161 -001 -1.42
OWN 0.16#« 214 002 049 004 107 008 136
OouT 004 040 012 161 -004 -068 003 034

IND Y Y Y Y

year Y Y Y Y
R? 2.06% 1.94% 2.371% 2.52%
adj-R’ 0.45% 1.00% 1.59% 1.30%
N 1,747 2,851 3,428 2,263

<Table 9>9] Panel Ax thyrE 7] A el 7199
FEgvZE el A8 7S A9 thE £ T
= IR ghol e gisker, 8719) Aol
A 3w Aol gds T4 el AeE=
2 et it dgee] A A3
WAl dAreke] A, Aot E= EH
the SA o8 AR el AgdEe o

<Table 9>9] Panel B& tlifE7]4x o] o}
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