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Abstract

This study empirically examines the impact of corporate ESG performance on executive
compensation, highlighting the importance of integrating sustainable management practices into
compensation structures. Using data from publicly listed companies in Korea, the research
specifically investigates how ESG performance influences both fixed and variable compensation
of executives. The findings reveal that ESG performance has a significant positive impact on both
fixed and variable compensation, suggesting that companies increasingly recognize ESG
performance as a critical metric in evaluating executive achievements. The results also indicate
that firms are not only considering financial performance but also non-financial factors such as
ESG when determining executive compensation. This reflects a broader trend towards sustainable
management practices that align with long-term corporate growth and value creation.

This research contributes to the understanding of how ESG performance influences executive
compensation and highlights the need for companies to adopt compensation frameworks that
promote sustainable management. Future research should focus on examining the differences in

the impact of ESG performance on executive compensation across various industries and firm
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sizes. Additionally, exploring the long-term relationship between ESG performance and overall
corporate success will be essential in understanding how sustainable practices can enhance a

company’s long-term competitiveness and growth.

Key words: ESG, ESG Management, Compensation, Executive Compensation, Variable

Compensation, Fixed Compensation
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Fried, and Walker, 2002; Marens, 2002; Zalewski, 2003).

71%0] AR ESG AGE AFH o FAT FUL& AFFE B
™, o]& fl&] 7Ige B AFS &8 5 Atk AA, ESG A= B IA
AAR B R AT ESG X 24e EFH0E f5& F = ot o
ESG 437} A9Ate] nael AA o 9 FAES By Aoke Ao ZA

A7 ESG BE Aol U IO oGS AES B8 oA A,

ESG BHE 749Ae] A8 7 el AAFOEA, ZHFA A ESG 7ol Tegh AE A
o] opd Al 24U AN 5 Ak AA, F4 ST 22 ZU1AH] B
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®, Aol we} TARAT WAERA vl o] WaT 5 e tige] ABATOIA
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ol wpe} B Fx7} oA WM = JEAS A3 (Jensen and Murphy, 1990;
Murphy, 1999; Core, Holthausen and Larcker, 1999; Ittner, Lambert, and Larcker, 2003).
b B Aol A= ESG A9 S AT R Fshs 719 A, AR B 7=
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ESG Al A52% 7Igel 2%5A ¥ 719l vl A7|d o= o U2 AFAEH=
GASE 7HsAl o] =01 (Eccles, loannou, and Serafeim, 2014), 7147 = o =&
UERS T (Friede, Busch, and Bassen, 2015). ©]<¢} 22 ESG 499 T84S AR B4
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o). £3], ESG A7} AYA gy AAIE u], JYAEC] ESG 492 U FF37 o=
FYsHA S FASFAT

Fisch, Hamdani, and Davidoff Solomon (2019)2] 7-ollA= ESG 37} 7 GA Bl
AAE A5, AIYAEC] A71A] Al HFE A He Aol =okxitka sigith
Albuquerque, Koskinen, and Zhang (2019)2] 17+ ESG g o] A9xte] 918 Hele) &
714 714 A3 ol %‘Xmﬂ 39S v Aok SkTh 3 ESG A3} A Bogel vt
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al., 2014; Friede et al., 2015). ©]2]gF ATEL ESG
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Gabaix and Landier (2008)2} Edmans and Gabaix (2016)2] Aol = AGA BAFT=
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AR qapEA | wEt B A7 @Al 7EE 7RIt MERAAE 7199 A
I, 53] 724 714 9] sl A Y Weth ol AR ARE oAEASE &
A5 B w90] A 24T F Avhe A Ytk mEbd B4 fife] ava &
T Ak T4 B A, BT A iAo e AHE AR oE FFE
A =, A714Q1 T 7HXE FUsste e fls AFsHANL ol Al AR
stolg B 8% S7bske 8<lo] "k old’t 54 ol AR IR A
A RS Algste v, R4S AIA A Bt ZE3 A {3 3
O £ B A¥E FHt L & 4 Y} (Jensen and Murphy, 1990; Murphy, 1999;

Core et al., 1999; Ittner et al., 2003).

webA, ESG et A7 Bt BAIE A7 o, ol2ld B 7= Ao|de 1

Blshe 21 FAsITh BSG A3t 394 Bl PN G nYRAs WER

A ThA GRS 9lom, ol YA} ESG A A dl glof ofd w7
b 7

27} o EoHHQl folug ekl F wotd & Ik o F nigoR B Aol HHg
&3 ohest gk

[7}41-1] 71919] ESG A oHe A7 18wl frol @ FaS v12 Aol
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<Table 1>°l] 2} W] 7| & AFS AASATE <Table 1>& FAHCE dHEdA b=

822

2
& 4= Aok AFRAAQ T AHRIKFPAY)S HF 19.514, 3
FHUAF 0884, o2 ddg HA s Holal itk Wb SRRl MsH
(VPAY)S HF 1382, EFHA} 5.0500.2, A5 RA 0] 433 WgAo] I 7 7
oA Wi F& FFe BAo] o] FoHe AAITE ESG S H(ESG_performance)®]
101322, 7|gE°] A2 F3F 9] ESG
T Aok FAREEC] ] E(ROA)S HF 0.016, EFH2F 0.089F, A
AR WA, A= 033602 UER) AYAQTe] 2oyt k=
RAFAY AAZAGFAGFYERET)Y HAS 0.077, EFHA= 055322, 7Y
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<Table 1> Descriptive Statistics

Variable Mean Std Min 25% Median 75% Max
TPAYu 20.896 5.135 15.607 19.010 19.537 20.237 52.678
FPAY: 19.514 0.884 15.607 18.963 19.461 20.040 21.826
VPAY 1.382 5.050 0.000 0.000 0.000 0.000 31.800

ESG performancei 2.819 1.013 1.000 2.000 3.000 3.000 6.000
ROA;: 0.016 0.089 -0.905 -0.002 0.024 0.054 0.336

RET: 0.077 0.553 -0.834 -0.216 -0.031 0.211 5.379

LEViy 0.453 0.205 0.044 0.283 0.457 0.605 1.167
SALE; 0.899 0.489 0.012 0.578 0.822 1.127 3.429

MBi 1.398 1.318 0.000 0.563 0.928 1.694 7.824

CFOi 0.029 0.083 -0.458 -0.008 0.029 0.065 0.674
GROWTH, 0.075 0.309 -0.790 -0.048 0.038 0.145 4.290
CASHRATE: 0.182 0.140 0.001 0.079 0.150 0.246 0.889

“Variable definition: TPAYi: TX7¢, FPAYy: 13X VPAY:: AR, ESG performanceq: KCGI ESG
Grade, ROAw: FAYEO| A&, RETy: NAZATAGTAE, LEV: FAVE, SALE:: "1EX8]-&, MBi:
AR, CFOi: 998 FEE, GROWTH;: MEXIZE, CASHRATE: =3 AH&

F2 FolEo] 3] AEAo Ate AL & Aok FAMIES(LEV)S Hi 0453, &
=8 02052, 7S] HA 0] 31 AEYS YERH, wlE&Hd-E(SALE)S
Ht 0.899, TFHA} 0489F, LH 7[HFEC] =2 & AFES 7|53 v, 2 7Y
2 32 ARES VISASS BT AAAHMB)2 et 1.398, EFHAF 1.318E,
719 Eel Ao w A4 AAEE 7ML A5 AT dYF TS E(CFO)S Bt
0.029, EFHA} 0.083 0.2, U9 7|HE0] A d7 58 7|58 Yl

T9] <Table 2>0ll= & AFollA AR WS 1he] A &4 A3 A A H o

CRA B AT FEEE Aol AR B, FEANTPAY) Y F5Rd<l
T7F UehuH, o= 1% FolsdA SAX o=
B 3ol o] FBEATE e omsh, 1

HH(VPAY) 3t
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ol V9 S AT 09857 LEREO R, 1% el oAl frelahal et ol
MR o] SR 2 FEFL vA T glom, WERgol FIA B FAF RIS

AW ESG H7}5F(ESG performance)¥ 7494 RAHTPAY,
VPAY, FPAY) 7tol e #HAdo] YERT 53], 1178 BAHFPAY)-S 0.405
o] FAAFTE e o, o= 1% FoFEolA Fod HHY daRaAE Y
AUTE ©l= ESG AAVE 18RI E WHSHA dBEo AsS ov|stH, ESG Y0l
AFEAAQ 18R Ge WHFEI S-S AARITE ROA(ZAMIECIE)oF G B
(FPAY) 7Folli= 0.2619] &AT7F YU, 1% Fe]5FollAl frolskA] Uerstth o=
7199 AFA A7t ARG FAHAR] YIS vA I lom, AFZHAT}F B §
FE I AS HAFETh BAME(LEV)T ROA(FAMI=0] &) Tholl= -0.3182] A&
F7F Yeh, 1% fFoleEolA f23kA Yelbstth ol FAblEgo] =2 719Y
T2 AL S TEsA 0l Aee AARH, 2 FAjRIEo] 7o) oo F
1 FEFES P F UeS v HH""“*W%(SALE)# ROA(FAF 0] 9 &)
= 0.1379] FAAGTF el o™, 1% FolasolA FolshAl Uekst) o= m&
FEC] BETE V1YY AFH A7t B yobd TheAel des BT, A4
AFdgel FAHARD S HEH F AdeS AR AR MB)E HEAELE
(SALE) Ztell= 0.3019] A7 Ueht e, o= 1% ool #oshAl vetst
o} o= 7199 AT 9 mlEHAAE Tholl A AV S BT, A
o] 2 7|Yge] WiE AAE o]F1L IS AR IPIFFEE(CFO)F FHA
(TPAY) 7ol 0.0409] AB3AF7F Yehdon, o= 1% fFolaolA FostA ekt
th ol AT EC] TR AT IS MA L USE e, dF5E°] 4
BA B3 AR 1HEHI S YH|gith

U J
Ho
o
ok

Ir

J%Fﬂ\io}i—h
é.l?i_l}mér

o,

A9

o]

o5

<Table 2> Correlation Analysis

1. 2. 3. 4, 5. 6. 7. 8. 9. 10. 11.
1. 1

2. | 0.182™ 1

3. 10985 | 0.010 1

4.1 0.110™ | 0.405™" | 0.040™ 1

5. | -0.017 | 02617 [-0.063"" | 0.123™ 1

6. | 00277 | 0.007 | 0.026™ | 0.004 |0.092™ 1

7. | -0.0247 | 0.025™ | -0.029™ | 0.140™ | -0.318""| 0.006 1
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-0.036™" | 0.066™ |-0.049™" | 0.107™ | 0.137™ | 0.015 | 0.212™ 1
9. 0162 | -0.012 | 0.167™ | -0.026" -0.057""| 0.301™ |-0.037"" | -0.048™" | 1
10. | 0.040™" | -0.054""| 0.050™ | 0.056™" | -0.515""|-0.042""| 0.162™" | 0.009 | 0.061™ 1
11. | 0.037°" | 0.056™" | 0.028™ | -0.018 | 0.149™ | 0.092" | 0.032 | 0.052"™" | 0.129" |-0.108™"| 1

12. | 0.072™" | 0.049™" | 0.065"" | -0.005 | 0.015 | 0.005 |-0.214""|-0.194""| 0.180"" | 0.098" | 0.072""

-Variable definition: 1. TPAY, 2. FPAY, 3. VPAY, 4. ESG_performance, 5. ROA, 6. RET, 7. LEV, 8. SALE,
9. MB, 10. CFO, 11. GROWTH, 12. CASHRATE

=
43 NEENZET

Th3-9] <Table 3>-2 FHHTPAY), I8 B H(FPAY), HEEH(VPAY)S TERTE
e 3 AR AE HoFT <Table 3>9] AR A4S Ay oh3) Z2o) 34
A2, FHGTPAY)S T TFE 3 Model (1)1 4= ESG 715 F(ESG_performance)©]
FTHgol| FAAR] TS PIAE A E YERHTH B = 0.574, t = 8.981, p < 0.01). °]=
ESG H7FsHol 2455 A YAl ¥ & FRdo] Fo4 7FsA o] 3-8 YeEhith
W, FA4EE0) O B(ROA) S FRAM) R4 A G FIH O
P <0.05), A2 F4| 520 B(RET) B3 FHAo F429] F3F& vl A A0 2 eyt
TH B =-0.229, t =-1.905, p < 0.10). ] 2} 3} o] F= Th&-3} 2t}

il

<Table 3> Regression Analysis

Dependent Variable:
(1) (2) 3)
Coef. t-value Coef. t-value Coef. t-value
Intercept 17.499 57092 18.637 400.162""" -1.200 -3.974"
ESG _performance; 0.574 8.981°" 0.350 35.976"" 0.234 3713
ROA; -1.910 -2.138" 2.148 15.822" -4.503 -5.116™
RET -0.229 -1.905" -0.047 -2.589™ -0.249 -2.096"
LEV; -0.332 -0.954 0.223 4219" -0.582 -1.699°
SALE; -0.189 -1.406 -0.004 -0.180 -0.164 -1.241
MB; 0.562 11.080"" 0.003 0.433 0.562 11.248™
CFO;, -0.309 -0.346 0.460 339177 -0.929 -1.056
GROWTH;, 0.567 2.736™ -0.025 -0.809 0.565 2.768"
CASHRATE; 1.097 23017 0.245 33837 0.864 1.840°
Industry Dummy Included
Year Dummy Included
Adj. R? 0.074 0.244 0.071
F-value 17.39" 66.84"" 165517

ek xkand * represent 1%, 5%, and 10% significance levels, respectively.
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2 A7l R4S ESG Hrbewe] Fod JYSR A7 sdse, o=
ESG 49& A52o2 sishs 7|9 o2 52 5 At ESG 49& A542 3
Sh= 71952 ESG 49+ Aolsbr] flsll 27] vl8-& FdsAU At s ApiAd 28
7F o, o2 I8l ©r]H o2= ROA(FAMIEC] )9} RET(F4 < &)9t 22 A

T2 A3 2 3o B FeE v]E 4= Itk Porter and van der Linde (1995)2] A+
o A A A ufe} o], 2719 34 A i3 vlgo] Br|HOoZE 7YY HlEEs FU}
NA Aol Bdo] & 4tk stth v ESG AHo] AV|H o 2= 7o) AA
82 Fola, AF A FAHA

0

ngs

kS mlE & viar skt =3E Eccles et al.,
(2014)°] ATFONME ESG A7}t B71H oz 7199 Ardate] FHAL FFS w2

[e>

R
&

T Rem, ESG &5l wE 27| vlgo] HOZE AF el FAFH e v
A YA, Ar|F o 2= old AY o] 7Y 7R AR AHS FAAND &
AT SHATE WebA, ESG W7Fs gl FoE 7195 A71H B4 JArEaARS W

g, o] Z I8l ESG Aol A7 2= 7199 7HX o 38 AA FEFS vXA 2 A
Q3

o= 7jgidth o= ESG &Fel A71AQl ZIgA8Het 7S SuiAlTIY] % 5
Azkolgt= Zle YekhiH, ©713Q1 AFA e steto] w52 c s A7|AQd A
Fo® olojd & s ZoE JvdTh

g, AAAAMB)S FTEAG S IS HHOH(B = 0.562, t = 11.080, p <
0.01), M= &E(GROWTH)# &FA A S(CASHRATE) HA| FH A 723
& A= A o2 e
TR RAHFPAY)S £E5HEE 3 Model (2)914+=, ESG H75H°] 14 R
FS v A= Ao Z YeRF OB = 0.350, t = 35.976, p < 0.01), ROA
FFE PAE Aoz BAEATHB = 2.148, t = 15.822, p < 0.01). {t
Al E(RET)S ARG FAHHQ] FFS vFom(B = 0.047, t =
0.05), TR ES(LEV)H FAHFEE(CFO)S AR F4A QA F&e ]
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e Ao el om(B = 0.234, t = 3.713, p < 0.01), ROA
BEFE PR A OE YETHB = -4.503, t = -5.116, p < 0.01).
g(RET)JJr FaRH] S(LEV)S HERA o] B2l JgS nj3 o
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