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Abstract

CEO compensation has been the focus of agency problems for a long time. This study
differs from previous research studies by investigating the relationship between
performance and compensation from the perspective of executive compensation, and the
benefits of internal and external control mechanisms of companies (the proportion of
independent directors and shareholding ratio of institutional investors). The identity of the
CEO in a family businesses is made distinct (i.e., professional manager or family member)
to examine the responses to pay cuts in difference types of CEOs. In line with the
provisions for compensation disclosures in Taiwan, the study was conducted between
1999 and 2004. The results indicate that businesses which underperform in the previous
year leads to pay cuts for the CEO, this is more likely to occur when there is a higher
proportion of independent directors on the board of directirs. A higher shareholding ratio
of institutional investors yield similar results. Nevertheless, CEOs who are family
members of family business are less likely to undergo pay cuts compared to professional
CEOs. In general, CEO performances are found to rebound following their pay cuts, with
professional CEOs having greater improvements.

[ Keywords ] CEO pay cuts, corporate governance, family business
=3

RIS T — B I R R B o R SUH B MR AT - A ALK I B A FT BN
WABERFAER - FH BN - URATI W HEER 7 (BLEF A EEREILE
AFHRILE) TELEZRR HE—FPELFERLOEHUEHE ) (BEEHEA Tk
RE) WA EEMACHRTEER L LR - HAGERTHEEZ AT > AR H
M 2 1999-2004 4 - FHERET WA T ERERALHEBAWRY > HEH
TESBLFMEE  BHETEAFRLLEELE WA S BAEALSHRBRFWNFEL - B
GHEREAWRTR  EREEGHTEA - BH > &K E AL IZRET 7 K
MRESENBEEZEEA > MEELSEWEELEALER % - % EF0EE R K
AT R B RIS o

(BT | MR HBFTRIE  ASIEHE ~ FIRLE

TR ¢ AR

65



CEO Pay Cuts, Corporate Governance and Family Business

5 WS

T s CEO B E BT (Berry, Bizjak, Lemmon, and Naveen, 2006) ° {H
EIEEHEE R L B  ERE RO ER SISO L EE L E
B IR - MEAE R #FIHIAKIE (Sunder, 1997) = FECE A EiMll & URvaat - R T
"R, BRE T T o BRI E AN S P A EL A fr] R 2
Coughlan and Schmidt (1985) & E#SH A BUBEREER B\ EHEN 2R AR - 2
Beatty and Zajac (1987) # ¥ CEO ZEN T E » 2 —HARHE - BU/REHR
CEO HAEN—E G R - Watts (2003) 2 AEAREHHEREEMET - KHE A
FREMEEIESE A FRIHEERTES ZALF] o MARZL A T T8 RS A
FER - HREIHNSERRICSRIIFTE B - BB E SR CKERE 2B RN
TREBRRATEEZH2S (LaFond and Roychowdhury, 2008) - 5t /&% » $E|—{EFEEE
BREASCMERRHE A - HXRESHBHCCARMGEREEN AN - BEHEW | HHH

RERFE SN A ErERAET - B2 E AR EA R 2
EHIRHK T EE - mEEEREER T 2 G ? #REHRIFIEEER | (Operant
Conditioning) F-55& AJ#& I — S (Stimulus-response; S-R) ZKEZE W FASE A1 TRy
BN g 2B e S ] LS ECEERE R AITT R » SN g R AE N EERE R TR -
BIssEf TRt R CGREBRPTERAERVER(E ) A BB T R EE R A - 83 A 722
#RYEE A TE SR FH R RIERIER. » B il v S A B A ARSI R A SR e ik
HARRES - ENFEEE T - MRe (R 2 ) B itz A " ER M © Gao,
Harford, and Li (2012) 3R #7 MK 4E R HT CEO & 5 T IR H#R BI/K HE 1T 55 Ik
EAER o FHI R R AN SO — (B TR B - AR N BRI ET L2 B R Bl A
A - FEEEE R SRR H K R S AR R AR - PTER A 2 SR ER A S
AR N FR 2 s v T P e — R I 2 I A S BN SR A B A SE R EA AN 2% BHAR R
FHBRAE - HEEA A HIBUT - EXEEP eEr i - RN B FIT R
(John and Senbet, 1998) > Core, Holthausen, and Larcker (1999) thE5E 751/ FEH

1 Skinner, B. F. (1904-1990) » £ LEIEESE - #i{T R EEIVTE(LER - DL Thorndike $2HZ H 5w
E R EERE » 07 T RATA I oA ~ ST 55 S E R E SR 5R - =  (RBEh B B P iy — (5 22
JK ° Thorndike ZXHFE (law of effect) HHfRRE - FRINHYTT Ry 28 A= T B HUFE SR - TS RS SRAR AR
Egwl TEDA L (stamped in) © {HSEIHTTRATHIRIG N o JLBAITT R RIE A BRERS R - RmEa)]
B (stamped out) » ERLRIT Ry A HHBRAEEREA> - BHELAYER - FELLis SABS IR T Ry - T Ll
AR EESIRGG Ty

2 BIYMEFE#TT R (CEO; Chief Executive Officer) » FEA7JE I = B H g il - SHERE(EAE % - &
P A SEAH AR IR - B S PR S AR - SRR 2010 EESEIRTEHTER (TED) &1F » A
ROE FIHI{ESE = AFEE - 1T T e EFEREHE 100 50, B T ipfEEEHE 50 58, MTEFAE - Hiv
MR HE R R B S HITER - B2 AMEEEHEE (WS RHTESH ) (Harvard Business
Review) ATHEITHY " 2ERBUITER 50 58, JHE 75 - W EHES IR bR LA FR % -
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BEHRAFENHE M EREE - 2 CEO BHE SHIFH B - SUin AL FREHE KR - i
iA1= B T SRR B AR 2 e -

BE - FIREZEDUR GRS AL RSB EFEEEES (Anderson and Reeb,
2003; Sciascia, Mazzola, Astrachan, and Pieper, 2012) » ZZ &1t 7] R AE &5 UG S e 5%
[ AR ¥y B2 225 (2 (Sharma, Chrisman, and Gersick, 2012) ° [ &1 DL GASE By
FHiZERIRE (Yeh, Lee, and Woidtke, 2001; TIEEEIJEEZEEE » 2011 ) - Barton and
Gordon (1987) 3822 AL ZERIRE BAEHIE M B ECRIY - o8 830 R e 0 g
52 B O ffR 3 N T Y KRB PR 0 Pl DA 38 B oK AE AR RO R IR B R 1Y A = YE H
(McMahon and Stanger, 1995; Casson, 1999; Zapalska and Edwards, 2001) ° FREELS ~ 7
IEZEL R HE (2015) I E H RS ERIER » HRIRIEREERZE - RIERFER
NEFH LR ERS o BN 5 SR8 B 20y (70 22 Bl 5 (Stewardship
Theory) © Maury (2006) ¥ F5BUHY 2 [ 1 SEAE R - H 2R R B RSB TR i 22
81 > FHHRIRFCFEEFR]EEST - Fukuyama (1995) P85 TE A F R F EAER
FFERIRESE P A RS A ERTF L - Wang (2006) R R EEZEFHIRME » B
AIRERRTE/ N R BRI 2 B K H B ARLH] » SR B AR B N B R R AR 7 2€ (Shyu
and Lee, 2009) - ZEEFEH R EHCRISUL » (Rl H 2R EACEE KRR
e B EIAYE) 0, )] (Tagiuri and Davis, 1996) ° Daily and Dollinger (1993) 5855 &
B ZERY B ERCH N F G E R ARAY o B SR 28 1R 1 ZE B A S (R B B AR A
H o R BN — PRS- IRl AR SRS B SRR B B T 2R M 1 3 R A
FE AU Rl R B AR A (B R A A2 52 -

AFEI T ZER » 55— ARIRNEETZIRRFTE RS LR E - 2
PRE—BEASH S B S AR AR (E B & OB A B - 1T R AR AR R — Fr N R fR e 2
—HERIAG R o AR RefSH #2240 A B — BB R E - E 83— LR
B i =P R E T — RS B AR AR - AR A S N A R AR —
FrfRARRE ~ A RRAEREH 2T M LI B A EEPRET IR R AT R 2 A - H
TR ST 52 HA T ko AR B RTS8 e B U 1B 0 - 1T eZ AR IRLE < 2o AT DR
i 25 B R B 387 N ) S SRR T DA R BN FE P 2 BRI ET » [RIFFthpE & N E
BT BRI - FrNEZAT R & 3 DR (e & B S T ST SR AV - BEp /N
BV ATEZ R FIBEARIT - N RAVE HE i R - I iR =
ERERANR T E R N EE I - BAEREE S EHENE A R EE
AR A - A A FIREE S P R E AN - 5 BHHIR Gao etal,,

3 Rk 553 fi - RHEEAE - SHHIRGIR R - RIVEBIER s -
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(2012) > AT e BB BEAE 5 8 BT SR AR — R - R A HE > Ry
FIGREFENFIRREHIEF R A (FEEH A ) FRIAE - DURIE SR SR
FERULE G ATA B SR 2 2 B - FE IR S R e S P B S B R DAR B 1T QB
R ZTE D

ARy HE - RAESEIANT © BEE R SURRR S EEETL - B2 ES T E
FEITE - BREREET E AR R BT - BB LE SR

&l ~ RERGTER AR L
— > TESERARL 2 Al PR B R P SO
(—) BTHA & 2oL i a2 39 K 3

Ross (1973) s8R AEE ZHIEBIHIE T - SESE A Ag LA R EER R HE
BE - ARH R RE S PTG AR < S E T N AT e A SN B REE N e 728
AT TN 240 A2 (e Bk 78 B ey B s PR E AR — 29 T & (Watts and Zimmerman, 1978,
1986) " BRI  HEREESGETINFHIGTE - 0 ROEN = R
R BRGE SR S iR AL, - 0 = P RS AN 2 B R AREE FERE R RO i (Holmstrom,
1979, 1982) = i EAEPRET 10 S fa 0 il = P A A Fr B . B R PRIy - ST RIS — 20
R FEsesl i < B 2R IEARIGR (Murphy, 1999; Core et al., 1999; Kato, Kim,
and Lee, 2007) » A5 %8 B 2 0 M EH 22 BRI ORI 2GR I A HCAt A BRI 32 A RE A2 B HC A
B (Kerr and Bettis, 1987; Jensen and Murphy, 1990; Main, 1991; Gregg, Machin, and
Szymanski, 1993; Conyon and Leech, 1994; PRISUEELIEHEFS > 2003 ; fEEFHEHERE -
2008) - E:ZEEEGEABIGREY - ARG TIA TR 2003 FHEER ST 0 H 1/4
I ) A e BRRE 2t RN =R R (L = P A B S Al T8 0 - HE R B Ht B ¥
2005 A 1 A2 2007 - 6 HRIFE CEO =T REFEETHE - MRBETLELN
F R AE T BRAYISF A P RAYIF R 2 -

R &g B A —EHIED - AT R B AT EAIIR ] - @A R SRR A
SEEGFTN R PR AEBRRRRE - (E1SHT N2 R R — e AR TEE g o h4h -
Grafton, Lillis, and Widener (2010) F=5k B 41850 515G BT AH AR SRS Y7 B el
BT - BB FRERSHE IR s B s R A RE IO - DURCGHTRE Ry =5
I#58 - Shaw and Zhang (2010) [F]H< {50 A s S R o 51 B AR Tl & (R S U 28 -
2 B A 0 M B 1 6 P ML RE 4 43 B = P A EH L& S AL (Makri, Lane, and Gomez-
Mejia, 2006) » A SR EIRE DL S HERREL TR B o i B (e ST - il i
(Bl Fr e 28 < G - Dls P N i & i # — S E it 72 8 52 - LA DL g
ST EIREL TS5 EAT A i B (R SR U 3 - PRITAR SR A B (I A S i e ek 2
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IR RERR T - FHEaR SRR E - MORCE (I AW By T RE T th st Bl - $21L -
LR —
H1: 2 &8 £ » 8 REA RO 7T Rt s K o

(=) 2352 i i ez 39 K 3

OECD JEFAFNGE « T BIEEMPE R A HBRIIHIE - A FEE ZEREL
HEFEATIERCRATE - E7—BUEER - IR E - EHs TR E
fEEES L -
1. P& A fr e be=R

Pound (1988) " WCREGERER 1 (the Efficient-monitoring Hypotheses) * 70 byt
"ENABIC R W E AR SR AL - gEELHE/NEIREE - AR
BN TR HETE B A TE - Mangel and Singh (1993) ZEHHER#E & A A L5k
b PERSE KRR AT » G AR S P RSB AR KBS 5B 2 AT BEME - Carleton,
Nelson, and Weisbach (1998) #2I1EHMETLE A FF IR LRI SR - A AN RES
ERORERITEHEEEHYEEFRY > ftREEE A EEMESKEER
(Filatotchev, Lien, and Piesse, 2005) ° F§3& > Hartzell and Starks (2003) 2 RN E
NBIFAE A] DU & P PR 2 T S A e 2 - BT AT B B = A — Sl
RAUEE: B IE AR 2E - 1EE CEO M7k #E 2 & o] Bl % (Gomez-Mejia, Larraza-
Kintana, and Makri, 2003) > Ozkan (2011) #5155 1> MM E A% CEO #iExER
Biffie T OB EMET S E R - R E AN RFFE B 21k
o HAFRREEEESE N ZMEREL - HrZaiBfh g o NERR - #E
GER - gEJElEE A B\ FREEEA (Sias and Starks, 1997) « ATLUE fERSH
WEFR  §AEES ARG THEERENF MG - A% FHEEEICNER
HEACHE - &y FIRAG T A AR FHMNESE - Kt - ASCHEERTER ST E A Fy
itk LRI » HERSER (] A RSO R RS iR S th g sy - BRI (AR —
H2: #MABZAAHRRLEMNS @ BBEREAMBHTTRIEKEHKX -

2. L EERLLA

Johnson, Daily, and Ellstrand (1996) T5REHEFHIIIREREE ~ EHLIK ¥ CEO
REER - HN - SMEBERFGELG] - HERIRIAEE - BB AR EENERR R
(Mizruchi, 1983) - MYMREREZT A — RE A @ EZeEaE T - AR
M7 (Rechner, 1989; Mayers, Shivdasani, and Smith Jr, 1997) ° Hermalin (2005) Z£37 {
AE BN ESRG PRI EF LB A REEINES - HEE MR REILE
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HEEE A FEEAE B EERPEEE (Byrd and Hickman, 1992; Brickley, Coles, and
Terry, 1994) » Solomon, Norton, and Solomon (2003) $§H & E /NI EHINEE BT
o B g s 0 m] DLssA b =8 N FvA B R DL PR B R 2 F AE  Hoitash,
Hoitash, and Johnstone (2012) L RIFHY A FVAEEES] T - CEO IR AFZERR S 1
EEET R A B R - Boyd (1994) 323 MEACRAVE S - H CEO Fflig ks -
Core et al. (1999) P8 B L F LLFIBOK - BREERE B S S 4G T 5 P B S i AT
il o Li, Moshirian, Nguyen, and Tan (2007) EiE# IR E BT I/ ESFHE M H
INFEAEAEHI R oY - RER A YR ETE CEO W J&E - KM CEO Hril
JKEE(RAR - 5ol n] DU E 5658 E 2 AS A #2247 (Chhaochharia and Grinstein,
2009) - #AAJEERR - WL E B G E E T ILEREN - EEgIVEEEEE HEEEE
HIE FOB YN T ZRER - Al - AR AR B - B gE~Z BB VST - K
SCHERRE N L E S LIRS - RIS A RRE SO FE R B & 2 B
B o JRILESTRER = ¢

H3: BiEFIpAG @ RERBARR O TRERAKX

(Z) mm ki gae+

LBl (Motivation) /& — T JJ & - A] PR #HL %k v (6 A 1705 5 M DL 55 A2
(Kaplan, 1990) » ‘& /2 %% 8 5 [ 35 A M B A E B8 1w 17 R 190 BDE 2 (Mitchell,
1982) = Skinner (1948, 1953, 1969) #{EHl#IHFHIEAE " Thorndike’s = KJEME | ¢ — &
R Nl T R B - SR ANE R AITT RN T B - #E Rt tE
1T R RS SR AR I T Ry it Wb B b nm B EE - Armstrong and Baron (1998) =E5R AJ #5 &
RUEPRRISHER - AR B T TAERGE - MEEHRRTIZEE - Abowd (1990) +
sRiErE CEO i Wil — #8580 MY RS G B & R A i SR i AR - - 1
BT Ria T m F I SRS B MCE AR R (Brick, Palmon, and Wald, 2006; Kato and
Kubo, 2006) ° {H Crystal (1993) FIJ5# 5 AR A 2 I SZHEs0CE Hir s s 2 o B — sk e
REIRIGHEEZ2E J] » Banker, Darrough, Huang, and Plehn-Dujowich (2013) t1525 CEO
A5 NG 125 HR ORL S 43 B R SR A5 2 [ R SRR T - SRS S — B AR (JRET
SR ) RIS R HL B R ACRE R Y R B G Z BRBR I - TR B R R B s A £
SRR - H BB AR E s LA S AT REA A I S AR B LR B Y R AT AR
o BENFRI LT R - DRI LIEERL - 5 2+ BN EALHIHIE ERry A%
T o HERSERAE [ T E (AN T BUAS SRE - KPR ER T A AR S - AR

4  Thorndike, E. L. (1874-1949) » ERE/LEES - LEHE(THEERBIIRETAZ — - HEFHOTHZE
FUF KA E - SR = REEEE R - VB - ORI 2 -
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T %L HMEEA TR » Gao et al. (2012) ZIH R\ TR SR G iR b =it vt
JRHTHIRE TR - EARIRET Z %Y CEO Ky T [E{E # B K SE T ELE AR » iUk ig i B
A AR E AR E RSN EE ARG » g7 E N E S AR - Al
NFEE A REFTHI R - SRR EmE S TR - Bt - AR -

H4: 4@ @EARRIE RGO EHFHRE -

T FIREET o AR R RB T (SR ~ 28 ) Ih P LR P 7 UM 1Y) 7 5

LaPorta, Lopez-De-Silanes, and Shleifer (1999) f&H 32\ w3
HEIRIRE - fE 2B TG #E R A EEM{] (Sharma et al., 2012) ° Claessens,
Djankov, and Lang (2000) ¥ na B 52 ° HUFHAMZERH - #EE— IR mEZ - H
15 FE PRI R R 505 - BERERE SUERER - A &2 R R RE 5
(Yeh et al., 2001 ; MAEEEELZFEE)E - 2008 ) ° Donaldson and Davis (1991) & HE 52
M@ (Stewardship Theory) * F0 R ERE A BRI EGL 2 NEER - BEHHSEE
HE R A S ORE — 7 ZE SRS /A B B MRS N R - PARZEAF
FrE HE NI REEL SN B ANRIREF] - S RE N DUE R EFR AR AA R H R -
N AR 2 A A A% (Davis, Schoorman, and Donaldson, 1997) ° Zahra
(2005) #EH R RAEFEAERIFF EEEER SR LR ESEN - WM RE
FHIEE S » AFHEREEATFEET - RIREENTSEEIERE
B3 B ERFE AT (McConaughy, Walker, Henderson Jr., and Mishra, 1998;
Maury, 2006) ° Jara-Bertin, Lopez-Iturriaga, and Lopez-de-Foronda (2008) 43 ATEXM 11
BB ZZ IR R A2 - B PERIERIHEIN - &SR A R EEDRZFRT - 8RR
RAEEMRERN BT EE X - FHEE - FIRTHRER (2017) HEGHE
186 /NGRS - BHFIREETFEEXHmEE - HIEE 7 AR ESET R
RIS -

1 EF R R A B RS A7 B R IR ERI R - AR & &R AL E 0 - 2%
B W EE - B AR S R SR AT R th & B IR 52 R il B M AS B AN [F] (Schulze,
Lubatkin, Dino, and Buchholtz, 2001; Schulze, Lubatkin, and Dino, 2003) » ZZ & 344
TR BN R I E— & - BRI & R S B R - A AR
PRE A 3ot B2 B F] 3 FHAS & (Tagiuri and Davis, 1996; Schulze, Lubatkin, and Dino,
2002; Ali, Chen, and Radhakrishnan, 2007) ° Faccio, Lang, and Young (2001) fiff5¢ F1[E
PHER [ 22 LR U SR BRI 2 #Y B {3 - S8 3 an N AIEE 7 e (R fe BHEE - =g 3

5 RlREE - HIE ~ HAS - R~ FEERPEEE ~ JEEE - Wit - 5 - ZRE 9 B -
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W& 2 I 2 RN ER R BB L - TEEEE ATAL 2008 42 10 A 15 HHIREY 2008 518
& RAEE BT, - R RAEN G EEREE 100 RKEET - F 62 (AEHE
BRERE ORI - W HA 70.9% HIZRMEEBTEREFRIER - At - A0
K& IR EAEZFE N R B RRACH B B S A\ (GER R EAEASEE ) 21T R
(Anderson and Bizjak, 2003; Blumentritt, Keyt, and Astrachan, 2007) °

B RIGEZE R REE R S S i R B T E 5 F - R H R ST e
7 B IE RS LA SRR 7K - FIHI N SR F 2+ DAIIEL - P A B4 R 5
FITSEE P (REE PTRE - s e SR B N B BT R O AR BE R RE © Wang (2006) 78R %
JRAEZEF YRR IR - Al RERRYE NI R BYF 2R B K 5 B ALA - EHOR R o EL /[N i
2RI EZE - Chang, Wu, and Wong (2010) &3R5 5 1> 2 v 72 i % SR B/ IR B
R BB AR R e o RIEL - B 1 AR o AHEA A 1B RE R 2R
JRAESE R R -« BEARF IR RS A R R i s 5 B A Y AE (R - (ER]REE
BURHKGERER BT - FiDAR R B A 7] SRR - A MR R
A B LA tRIET) (Allen and Panian, 1982; Kets de Vries, 1993; Gomez-Mejia,
Nunez-Nickel, and Gutierrez, 2001)  #UHEFRIEZ ERZEF @ P amta S 2 2R
ECE R R AEE - HETESCNME » S8 2 R BEH R G - (HHE A 5 R
HHEZ R B RIFEREH - B DU R B A H TR B F - AR SRR ey S
FRER N HME AT RE Mt & i N - SR TR T
H5: RAARBREEMEARTRLELEEEA - HEH £ 0EREAWRI 09T

AEMERRAK ©

IR EVERIRE G - SR BUBIRY TR R T 88 —WIBAIRS - EmEWEE]
SENENEERZRATEE — TR EERE T - REEE AL F R e &L
MR - EA ST AMIRIYE TR EAEM TR 22 - M0 {88 75 2209 2 BdAE & B
B EHR —3UL - FIt - BERFREERTEE R - FiDI N amad R I
TR 2 S Rk B Bl HERS B A ZRIE (L - B 2 (BB e AR P8 IR RS
B S BRI - MU R BAERSEE - RIS AT - sk
fiR B B L T I 52 1 A 8 B Pty T fefg o {18 N 3k 22 JEL % (Employment Risk) #5215
(Gomez-Mejia et al., 2001) ° Brunello, Graziano, and Parigi (2003) %/ 5] #5500kl

6 Al etal. (2007) 5875 (CHH [ RE = AT Wa Fe S AU — 780 1A ] RE2 IR i RE B e R fm e P s 2 -
SRR AR FTRE 5 AU 10 (R R R FR e il e SR S N R SR 2R T 5 [ - 2 R i R R RE -
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CEO ZE)fH .2 &M IR EFER CEO JERIEHIIL AT « KLt - HEmRGEEE LR
AR N ERECN R SRR E SR A N S =T B S SRR 0 AR
B PBRILET RN

H6: Tk ESEEIWAAAE Rikrk B BEE - R G gEkx -

2\ HRAE

— ~ WFSRIIR ~ BEASEENEe & Rl AR IR

THieMBEGEEEHEEZETREEARNAHE » mbES « BEE A~ KK
B AR I ERTOE RS - 2R E W - Finik K E B %S R K 18 8% E » 2006 4
(95/1/16) B1E " A T A RIFHIE TS HEER], - HhE 11 RZEBIETEE
WA Rl A8\ Bl s B 4 W EE 5 =0k T E4aEs | 20k " A ER | RIBEEES
R AN HAEEM D A FR 2005 B eiEed H X EESS - & 0 1997-1998
FEAE TN S Fh R R - TR R SRR A F T R - USRI AR AT B 2004
FAERTHER 1999 Fhu 1k « ARUFFCHIRAE S8 b AT - HIFHERK
H TEJ (GRS ) LR ABENEEAT A S 2 S FEEFEH - 3551 3,107 A -
%08 TE) HRE E TR EHI B RE R B — R IR T8 - RE R » 5 REhZEE
B Ry 2,092 i o bR T 5T B E 2T A #ET I - 553 E Paycut25% (JEkHr
S 25% ) HH Paycut15% (JRGHTIREE 15% ) RITESEE - (ERBRBURIERIEIZ A
T E R AR ANZR 1 FriER

TN AEAFEREITREFT

2000 2001 2002 2003 2004
Paycuts 174 243 294 228 289
Paycut25% 82 102 134 109 120
Paycut15% 123 166 211 153 192
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L U SRR
(=) w3k

RIS A R TR BRSO - T B A 0 B [ — AL (310
ZL - B B M R R R T R — A - 5 - 5
4L A B 5 P AR L T — SO AR R AR A 9 IR - DR B 7 T
(2004) FRFCHELL » HOHAFRIE # E 2 B B ATRE « T GALRI R NS - 2ERT
OB - FERIGATR - H SRR ST R S S SR - 5
SMERSIMTTSTAE L - EE RIS, - B IS PSRN - A
HA =B + WS R S + B GA + I SRALA - ST (Payouts) - BI4RIE
RS TP — il — R PR ER BT - 5 BB 1+ ELABEIIE 0 - 5350 -
FEIA TE) SR IFE SN PTG B B — R 08 - TR R IS (Family) - B
S S 1 SRR 53R S P B 7 DR SR e M AT N SEFA - BLfto e
BE FAIR 2 BT -

7 HEZETE) T EERSERIRGIRDC ) BB GL - SRR R RUBBA TR - AIREE H R BRI ER R
B ST R R IR ERERSEE - BRERL 1 TiHEABHZ 0 -
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R2BHTREMR

et S E B ERE
Paycuts B FERISIRE — s — FEARSIE M A B RIEE 1 - EMZE 0o
mROA FREHETIERE ROA = T-1 2 ROA® j& T-1 H ROA EXrh gy
mRET FEEHENIEIE RET = T-1 H RET® j&f T-1 Hf RET A
IND B EELGI=EEE ° AL EEEHEAE 100
INS BB N IFRGLE SR = MBI A FERREY v + F@fE/MEAYEL *100
SIZE ATFRE= In (BEIA)
LEV BELR=BEE HEEE 100
MB MERELL=FKH{E/ FKFE
Industry EXER > H—RBEHEAETESR 1 HMEZAZO0-
SEP PRI £ R B A KRB - R DITHIE — BERDEHE -

ManagerHold  #SI2 A $FR% LEER = #SI8 A ABH5RS + RBTEIMERRE X100

AbnormalPay  #EFCIEEESREN 2 o
FEREEE - L2000 FAEEFE - 558 y01 -~ y02 ~ y03 B yo4 & 4 AFE
EHRE e ZH] 2000 F 2004 FHAFEFEIE -

Year

/\ Performance

A ROA T+1 #J ROA /& T #i ROA

A RET T+1 HIRET & T #8 RET
Paycut25% = HRFR AN R BT ERF AN 2 e B E - HRA LR 25% AlE 1 - Hitts 0
Paycut15% EHRF AR BT ERF RN 2 B A E - HRA HLEREE 15% A2 1 Hitts 0

8 ([ MIBIFH]+FESTH X (1-25%) ) SEHIHEAEEE *100

9 Pt*(1+a+p)+D)/(Pt—1+a*C)— 1)* 100 (%) » Pt : &5 t P E (F880) - o @ HHAKR
REZREHEER - g - EHIRREZ IERCR R - C » EHIFRMEZE M ER - D - EEIRK B
JE A -

10 AHFFeBN I E RS RIRE TEY (AR L ERAEARZE AR« (1) NEETERZA EIfER (2)
HARZ N E RS SRR (3) BERRAESN 1% MEESSEHEHME) -

11 BT E AFFI B« ORISR IR + R B el B 15 i + AR BRI E TR 7 I + AR A FIE AR
Ji5 + A B H A R AT + (&SN BB RRT I + S ME AT’ + fEIMEFTEE Sk -

12 %28 Gao et al., (2012) » p296 Z ARG AR SERM (A=) -
Ln(Totalpay)it = oc  + o< Stockreturn, + o< ROA, + o< Ln(sales), + o<, Volatility, + o< CEOtenure,
+ Industry Fixed Effects + Year Fixed Effects + ¢,
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(=) FERA

ABFEERFIMETECE SPSS EATAT - T ARG IERET T~ FITER
A CRRIE R TSR B AT B 2 ST AR SR BR AT - IR ST SRR T 5 S A T R M
TR - 0B AE MRS B A 5T B AR SR~ A RNABERE S (J837 2 LU O SR
BAFER L) Z BRI - DUR RS BR (R EE SR (SRS Ry S S B\ SR IR
ik EAEHEEE » B2 R - HitE—2 DL Chow test il 2 yeip MR R =UR S AP E 2= B -
A — : A RS H1 ~ H2 » H3& H5 -

Probability(Paycuts ) = o< + o< mROA_ + o< mRET,  + o< IND + o< INS +
OCSSIZEiI + OCGLEKZ + O<7MBit + OCSInduSt’/ylt + OCQSEPiI +
o< ManagerHold, + o< AbnormalPay + o< Year +¢,

B = . A RAkA H4 & H6

=3, + B Paycuts, + BSIZE + B LEV + 3 MB_ + J3 Industry +
BSEP + 3 ManagerHold, + 3 Year + v,

A Performance,

it, it+1

\m
p=iul
ol
il
\

FEE HR R N ER K

&
St

13 %08 TE) " EREERFARAR ‘:P%ﬁ%uﬁﬂﬂﬁﬁ{i » AR R R RS
B R R SRR SRR - BB 1 T EABATZ 0 -
14 2% Chowdhury, Kumar, and Shorne (2016) °

76



NTU Management Review Vol. 30 No. 1 Apr. 2020

B2~ BEiER

— ~ Bk

I® 3 RULHET — 2K

F9E ashive i =/VE BRAE
Paycuts .40 0 0 1
mROA -.09 .00 -48.19 66.09
mRET 10.91 .00 -178.07 672.05
A ROA -.65 -.30 -102.36 97.20
A RET 9.54 .00 -180.40 586.44
IND .05 .00 0 .60
INS 34.31 31.38 0 98.39
SEP 5.27 1.54 0 74.68
ManagerHold .86 A1 0 23.14
SIZE 14.99 14.83 9.09 20.11
LEV 44.69 45.41 2.08 99.14
MB 1.30 1.02 .04 10.60
Industry 42 0 0 1
AbnormalPay .00 -.03 -7.20 4.52
Family .67 1 0 1
Paycut 25% .18 0 0 1
Paycut 15% .27 0 0 1
PAYCUT -3,256.08 -824.50 -291,411 -1
N 3,107

5% © Paycuts - BiEFRA 1 HMth2 05 mROA : T-1 H ROA /& T-1 28 ROA E#¥ {8 ;s mRET : T-1
HIRET & T-1 A RET E¥ U8 ; A ROA : T+1 HIROA B T HI ROA ; A RET : T+1 8§ RET
M THIRET ; IND : B ZEELEG] 5 INS : #8310 E ARG LEER | SEP : IEHIfE MRS R E Rt
F2E ; ManagerHold © #&I2 A $5A%LEER ; SIZE : /ATIFRME ; LEV @ Bf&LEER | MB : {E/FELE ;
Industry : ZEZF5] ; AbnormalPay : #EIBREEIRM 5 Family | RIEDZEEAE 1 EAIZ 0
Paycut 25% : JBFIEEE 25% 5 Paycut15 % : JHFIEREIE 15% ; PAYCUT : T HB#2%REN —T-1 HB
frasE A ©
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FHFE 3 DAR 36 4 Al 3R ASOREAHARYT (1999-2004 1) SFHFE 4 R A FH
S R PR Rk T SRS o ELRHTIE R 15% DL BRI E R\ o BT I E 25% DA
LRIHIE 18% » FHEFFY Gao et al. (2012) DAZEE] 1994-2005 RN T R B 26 00 - HL
HE 25% DL {EE —B » BURTES 8 RS T AR 1B (JRHT 3 25% )
FeZEBZ—6% - 1 AR EEFEDEGE A FRERRBITTT - $9F 67% - #—Th
IR AR 3,256.08 (TIT) - FIRMFE SR B EH ST
2,954.79 (F7T) - MR GEFEPEZEQE N B REE 82 2,626.15 (FiT) @ B
TR SR TR A FE vh RS R B 2 EE S S A SR R AR B R PE TR R BT i AR 1
¥ BEAEIERRAENEIREGE SR SRR EEFE I E S8 - EAH
TRERMETHI T o BRI AR LSRR 34.31% - HRE5E 98.39% 0 BHR G
BB E N B A/ NS - 598 AR E S HLBISEITE 5.28% @ AIAITE
BEAHARIA (1999-20004 ) - AEREFERER TEFNWEREE NS - 5
AN ARSTFFEAR AR DA SR IR R BT EE - BRI B8R 42% RE T2 0 BA
B LT 1999-2004 -5 ARSI UG ik A S A -
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=~ HBRGRE S
AHTFE LA Pearson FHRH FRE he il 25 8 B ZAHRRTE - 3B S FOIRAERIT SR T T3
i s ATHRY - DAVAE B T L Y A ol 2t = T A R PR R TR - T R BT 2 A SR

+* 5 MR EE

Paycuts mROA mRET A ROA A RET IND
Paycuts 1
mROA - 113%** 1
mRET -.059*** -.051*** 1
A ROA .080*** -.088*** -.009 1
A RET .066™** -.056*** 149%** .190*** 1
IND -.035 67 124%* -.048*** .023 1
INS -.011 -.070*** -.039** -.004 .008 -.026
SEP -.021 .073*** -.010 -.007 .002 .029
ManagerHold -.015 .010 .014 .009 .019 .153***
SIZE -.039** -.014 -.013 -.019 -.015 -.168***
LEV .051*** -.160*** .005 101 .019 -.016
MB -.160*** 372+ .000 -.084*** -.312%** .192%**
Industry -.039** .766*** .042** -.085*** .041* .263***

SR Ty Ty BT HBRIRIRE 10% ~ 5% K 1% REERIRTEIKE o
Paycuts : BiEFRa%%A 1 » Hth2E 05 mROA : T-1 H§ ROA & T-1 Hf ROA E 2R & ; mRET : T-1
HIRET & T-1 BA RET EEPAIH 5 A ROA ! T+1 HIROA B THIROA ; ARET : T+1 HARET
M THIRET ; IND : B ZEEEEG] ¢ INS : #8188 NSRS LR | SEP : TR NEREE
F2E ; ManagerHold : #&I2 A $5B% LR ; SIZE @ /ATIARME ; LEV : BfELEER  MB : H{E/FELL ;
Industry @ EE7| -
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rnE o HATRBEUR AT 7 A B B AR R 8 - WORA(F R B LR MERTRE - A%
5

INS SEP ManagerHold SIZE LEV MB Industry

1

374%* 1
-.077*** -.060*** 1

.361%** .160*** - 119%+* 1

.018 .015 .024 217 1

167+ .092*** .006 .035 -.138*** 1
-.098*** .079*** .043** -.030 -.147*** .335*** 1
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=~ B B
(—) AT a Sk ~ 2 3] 74 19 5L 40 48 39 18 AR 37 B B e

% 6 BRI IREN - D EVAIE MRICIR R

BHEE TEHATT 5 FESEEY © Paycuts
.819*
i ?
B (2.740)
_-048***
mROA -
(47.424)
-.005***
mRET -
(36.014)
.925**
IND +
(5.276)
.004*
INS +
(3.219)
-.083"
SIZE -
(5.844)
.000
LEV +
(.001)
-121**
MB -
(3.928)
-.006
SEP -
(1.584)
-.003
ManagerHold -
(.016)
-.492***
AbnormalPay -
(105.302)
Industry Yes
Year Yes
RS ARC RS E(E 390.113***
Log likelihood {& 3,492.814
Nagelkerke R? 0.17
N 3,107

R Ty oy Ty BT BRIRITRIE 10% 5% K 1% BIEEAGTEKEE - $EIIAA Wald E -
Year : FEEEEY - HIEBIRFHERER 3 HEA -
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7% 6 2 HLHTHAMHSIE R S N T VA B AR ) 5 R ] A Rl 2 72 2 - R
SR AT REUTS » HI SO AE S AR S B A A Rl R 2 B s B IR 2 (mROA, -0.048, p < .01;
mRET, -0.005, p < .01) * EHFF#E/R » TEAESCMERIBIL T » FRSEHE A ST & i
FIHT CEEIEGET 30% 5 JiGHT 80~ 1202 $3,256.08T-J€) * 5F ¢ Bushman and
Indjejikian (1993) R R LS 5 THHE NIRRT LS T S5 B FE A ARH s e P A BN 3577 I 7k
B HA R 2R - (HILRRIE RS B a8 E B A4 - H IR R RSB 2
REJJIE EHEIEE - EHE G 75 B BB UK HE am A B 2 T o B SR DA
RE ST (Sunder and Cyert, 1997) » H A& R ELHE RS 7 [ 2 1A FHRE (Shaw and
Zhang, 2010) o HUARSCE GGG R R R — Z am b - ARRSER A SR ETE E o A
H A SR A2 TR R R M - BeEs 1 1o SRR S R B {7 B 7K HEFY
SEREME o BLAN - N EINEELINEREEE T+ e A R AR AR A B e 2R 7K -
LB T & NFF R PL RO - RS i Jek i B T RE TR RS (0.925, p < .05) 5 T
TTERH(EREFILERS - G RET I AT RE MR (1004, p < 1) > KALL
H S S A e B = 2 HESR o A5 ST Hartzell and Starks (2003) 28 FR B
& NG BN\ FIRSE TR - Musteen, Datta, and Herrmann (2009) BEREHE AFFR%
= - CEO KAl RAFAEL M S < B /K S & S - Lin (2005) s8R EE S & 14400 77
Ed CEO #MiKE2H A BAFE - MEFFHANSESRILEER - HIEFEFHIE
B JIBE (Hermalin and Weisbach, 2003) < 85 L5820 A FAERBES] - BB J7E#cm -
RS PR E AN & 72 AR AR AR FT I /K HE » 81 AT RESE FF & HAR R Z B ELAY -
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(=) R EARF SRS H

;| 7 ISR R F AW EFH

BEH FREATTAR
A ROA A RET
-.030 78.821***
HEE ?
(-.019) (4.679)
.838*** 2.119
Paycuts +
(2.946) (.690)
-.268** .043
SIZE -
(-2.569) (.038)
.045%** .003
LEV +
(5.038) (.033)
-.384* -30.446***
MB -
(-2.491) (-18.326)
.008 279
SEP +
(.493) (1.670)
.040 1.431**
ManagerHold +
(.596) (1.965)
Industry Yes Yes
Year Yes Yes
F1{a 11.548** 70.851***
Adj R? .036 .198
Durbin-Watson 1.955 1.416
N 3,107 3,107

RO oy T R T DRIRTRE 10% 0 5% K 1% BYERERTEKE - iR t{E © Year | F
EEREH - HEBUIRFMEERBER 3 MEE -

7% 7 2 EUREAS B A RHT 2 B IOHAR R B T 2 52 - A SR RS T Rl B K A
fEElE S IEARAGR (A ROA » 0.838 * p<.01 5 ARET »2.119 » REFEENE) -
RS ERE AT R - G e SRR R GERY (B B 5 A B i
beeg - HIESAREIRY RS R ) A ERIERIROHE G — s S B T R P E SRR (H
AR ALY HIE ) 4 BB T RETII IR A » LAY Z Heam - (K
DA S e BN =R R Tl e A T S5 B R AR R » B 58 RS B (18] A Rl B A 2 e O R e 14
RIS BB MR 2 A5 - e E AR B R FTHHRE RO R Mg % - sLEE ER R
B RrEHE(EFIAN Al peE S S E SN E BT - SR ETSE AT
BN B 58 R R BE 2% B AR RS (A RHT BLAE S Bl YRS  Kosnik and Bettenhausen
(1992) 58 Ry = P& A B S BN B/ S AE 0 T RR R PR IRl - e s e (] A R 2 B Ay -
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DB RIAMEBR B A R RIEIR & 2 22 - P DUEL BRI SR (A G s HESTEIE 33
BEE EARRY - (Hi 52 2 ok i iR i s 2 2 IR S =R HI R 1 -
(Z) RS ETRAsRANEENRBHER - DA HAEREFZ LR

3% 8 RUHAMBEHERY « A BATE B RIS IR Rl RA Hsk
FEEEE) : Paycuts

B8 FEHARTSE — - —
BEEEA RN ARSI
1.530* -.102
#EE ?
(2.905) (.012)
_-046*** _-060***
mROA -
(14.301) (21.659)
-.004*** -.007***
mRET -
(6.666) (18.505)
1.625* .525
IND +
(3.708) (.742)
.002 .010**
INS +
(.227) (6.150)
-.114* -.024
SIZE -
(3.389) (.142)
-.001 -.002
LEV +
(.018) (.224)
.019 -.146
MB -
(.029) (1.816)
.002 -.017
SEP -
(.056) (2.316)
-.098* -.009
ManagerHold -
(3.107) (.127)
-.588*** -.481***
AbnormalPay -
(39.919) (37.090)
Industry Yes Yes
Year Yes Yes
BERRERIRCEER TR 97.006*** 190.409***
Log likelihood {& 1,107.515 1,248.715
Nagelkerke R? 0.139 0.221
N 968 1,124

R Ty o T R T SRIRITGE 10% 5% & 1% BHEEMTEKE - FE5IA A Wald {8 o
Year : FEERHEY - HMEBIREMERER I HER -
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7 8 HIZ R AP YR IR 3 W o K D IRET R A S B S A B 5
T 1 B A W LR T HAAH AR ~ A VAR AR R 2 R o FERER 0 R
A S\ B FTHAMH S U & AR TR (mROA, -.046, p < .01; mRET, -.004, p
<.01) s FIEK B HEFTHAMEE A E RS (mROA, -.060, p < .01; mRET,
-.007, p < .01) ° BRI 1 3 A8 N B R 5k & MRS B AE HTHAAH B HE R
ERIEDT » SR - ELC 58 75 1l R o 3R e 1 5 B A\ B 2 e ok B AR
B2 BSE L (mROA-Exp(B): 0.955, 0.942; mRET-Exp(B): 0.996, 0.993) » A HI52 f&1>
SEBZERCH R R 1Y AT REME R R R E RSB » SCRFA S BER T HEam © 7T
%7 Chrisman, Chua, and Litz (2004) #7352 G {2 SE A EH G R E 2 LIRS IR 2K
HITNERERY - TH9EEEE - GEREEERNERRGGE ZHamAmE: - e E A
NEIFI - ARSI B RE S N FEE A AR 2 - A RS RIS RS /A
GHWEHE - G100 HEEERHENM DU Bt AFERIfE (Anderson and Reeb,
2003) - It BHUNAFIERBIEEAFTIER - BUE A FREICNMER » B8R
BRI HIRERSH - HERIEREZEFER TRFEE R mAamE Y - FHA 11 HE
[l (A B R Y - Rl - SRR B g E A mE TR - 1F
RIEF R ERIFIIKSERT - SRR TE BN 5T 2 HAR R KRGS (Yen,
1996) °
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mEFE  HEEA AR

&’ 9 RRERFRIEEA /KK 8 RIEIRRE SR EIRME 7+

FEsEEEy A ROA A Ret
BEg - EEKEA KiERE BEEKIEA EJi359=1
. -2.685 3.548 53.498* 94.319***
(-.897) (1.400) (1.675) (3.249)
1.037* .870** 4.939 1.290
Paycuts
(1.931) (2.150) (.861) (.278)
-124 -.495*** 1.626 -2.508
SIZE
(-.628) (-2.869) (.771) (-1.268)
.046*** .042%** .083 .226
LEV
(2.850) (3.135) (.486) (1.458)
MB 1151 - 734%** -38.001*** -27.955***
(.435) (-3.124) (-10.252) (-10.382)
.010 .048 .091 .338
SEP
(-380) (1.547) (.317) (.952)
148 .057 3.350* 1.058
ManagerHold
(.:914) (.798) (1.942) (1.291)
Industry Yes Yes Yes Yes
Year Yes Yes Yes Yes
Chow test B F #i5t= *° 1.43%*
F{a 4.230™* 6.786** 20.507*** 23.769***
Durbin-Watson 2.074 1.986 1.494 1.538
Adj R? .035 .054 .182 .182
N 968 1,124 968 1,124

R Ty Ty BT DRIRIRE 10% ~ 5% K 1% RIERRTEIKEE  $ElAR t {H  Year : &

EEREH - HEBUIRFEERER 3MEE -

15 Chow test FY F 5T & = 1.43 > 1.0010 ( 1% FEZE/KAET F 4 ECHUERSE ) - MGEE] 1% FHE/KUE -
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RIFEFR 9 FRBUR » NamR R E R 2 RGN BB R #H &
Bl BRI B A n T B IE A BATR ( RIREEEEGEA 0 1.037 p<0.1;
F IR EREACEL » 0.870 * p < 0.05) il HAE—H Chow test + I FI#H B T
VR RBUE S MHE - DR A I LR S AE - MR - iR Z
MHF A BEE RSN - FRESEE R AAERET R - B E B 52
JR R EREFSER SRR © Lausten (2002) #EFR R GAEZE - HAERSCH LLE A B ARl
TEMHZFEHA » Tsai, Hung, Kuo, and Kuo (2006) LAEE i/ A BB S - thEl
Ry 22 IR AR ZE A SRS 28 A2 SREN I AT RE MR B B - H R BN R SRS B RUE A AR
& - Gomez-Mejia et al. (2001) PR EEZFEFENTLNNE EIARIAIEE - BIEERE AR
T+ IR EAERSH th il R R A B - TR R R B 2 BRI 2
il A€ (Employment Risk) #55 @ AJRERRRFGHAR ERAMEMHURRE - &7
B BRIEEFEFEERH N ESCNMEGEETR - AHE RS RE B MREH - F8H8E
L RHIRE BT S B & E ISR FUEEL ST ) - FF S A S FErs S - AR ER {E A\ W aisr
% ERCKFEERIEI T - KSR SEACH AR S & R IR B A
SCFRFASRER 7S B DATT5 2R u i B i A (S AE B S -

PO~ B0k T

o EF R R R B AL ERE AR - HiE R - AiEHE e
FE AN B HA A A B LA AR e » LG LEER AT RERE 25% 5 TG AE R AR K
FrELOIRy 15% HEEZME « 1 BAESGEI G R I REE R R BT - T amazrafs
HERKEH RN S5 HE R AEGER o &N TA B SRETE 15% 58 25%
Wf - BRESTE AR LR AN B M - MEE L E R ILpE =S8 - B ES
METEEE RIS - BB I E S (hE R S LB - & (R R B AT RE T B
= o BLAN - FEREIE BRI E A S P R E F LA R R e L R R R
R - BERMER KBRS - TS ESHEIRAIE Tobin’s Q K ik ZE
R o [AE R AR RUELE (Sensitivity) BLFSHEME (Precision) & 28T 5 e R dl gy
TS = P 2 #F N AY FH ¥ 8 ( Banker and Datar, 1989; #t EZFEI E R 5 >
2005) - SR MR EERE] Tobin’s Q fgnIE A — o EEEFEH  H i rSELE AW RcET
& DL et Bt & o KEAESUR & IS0 - HP R ReSEE R ARARHAE
AIERRE R AT ERBEENE - MR SRR » RS 2% - &t B
=R B ERIGEEE MRS R BUREIESEEIR R » RGP R

16 FERFR 2 BMEUES -
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N IR EARE L ARG IR B B TG .2 22 I BB - T iR
AR BEEETE - %35 2  BURMEERERGAR 7 Bl A SO E Al am A BT -

h ~ #5em

AT SR FEAEASE A S R MR B B — 1% - Bl e B e P AR EE A
e 31 5 P £ 2 A S O ST (o P o B S A B T 25 e S B A A o A L R S B k7
ZBRBRME ~ NGB R T PR RE RS BRI R 2 AR IR - (Al - A RERE AR
fa R bR EREEROFTINE H A - BT ERE AR AR S - M
B2 AT BB N mE R I R S P A AT - (AR S IE H A B
B R TS ATREE R AEE S - EFREHIRD /N R A& RN B AT 2 211
BE - N SENEERES - (HREESENEENTNLNE - HEEREER
B ACHL A\ (MR 4E - (R 2 N RS 5 I A O R - H o a2k
—HREGE L EEAEERFG N IIEEGRERE - FFEERAFBILES * 19
SLPESIEZENE o AT SR I R IR R B L E R - G ETE R AT
A E RS R L E BN ISR - BRI E AR ThE E AL F LA
QUSRS s L B B E SR © 590 - ARIARE R AR LERBE - RREREE
(& ARG FTREME L & R - WIFERER - BRI RITR BRI nT DL s EEAIRE
TEEEL AT - R E ZELEE AR E - R R A I8 E -

HE > BEReESUEER > ZEEREERN  EE R DL RS R
E#E - MEREROESAENR EEL B Z MBI REE - A5 - 0015
HRAFAENFEMRK - SREFEILELORE - Hil A RIS E - 5B E 25350
B HHERIEFREER AR EETES - ERENEIRKEER - E2EHE 2 H
FIR AT FERI Y N E R EATE(E - iSRG HAURR S S AR D A S (FEZ R
WESE B R RR ) - WA S FEEERN S - BN R EE - [EATH
Bt FeE R AT S RS ERYIRTL - SRR B MBI SR A SE A A
DRI S A RS B (] A k8 B T REPEBRAES » Rl B ARG 2R > RIR{IEZEHIEREE A
BN R EAGEE > BTG BN - BRis SR RS A TR EHMN
HIRTE - 2R RNEZ S N A RS EERE R AL - (HRFIREE R EF]
w i AR SR N R A 2 2 b - AU T1 AQRE R RE R Ry BAEE -

17 BHAESURR I S o 1 58 S S o 2 (IR ELRSEHA SR IR - 2 FRe s SR B A S B B i R S Pt
fEJZEERAH -

18 FWILEFHELLI 2006 4 1 A 11 HEEIEATS (2007 4 1 H 1 HifT) #EIHRAZGEE 14 2
2 HHTE -
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1. Purpose/Objective

The design of remuneration packages for high-level managers requires both “the
carrot” and “the stick.” Beatty and Zajac (1987) find that replacing a chief executive
officer (CEO) can negatively affect a company’s stock price. Therefore, instead of
replacing poorly performing CEOs, reducing their compensation may be a more effective
approach. Core, Holthausen, and Larcker (1999) state that weak corporate governance
results in agency problems, and CEOs may obtain higher compensation than they deserve.
Gao, Harford, and Li (2012) learn that CEOs with pay cuts work diligently to improve
thier performance in order to restore their salaries to previous levels.

Family businesses and the degree to which family members involve themselves in
business operations are also the focus of several studies (Sciascia, Mazzola, Astrachan,
and Pieper, 2012; Sharma, Chrisman, and Gersick, 2012). Chang, Wu, and Wong (2010)
reveal that information asymmetry between controlling shareholders and small
shareholders is more prominent in family businesses. Maury (2006) notes that in
comparison to general businesses, family businesses have superior operational
performance. In addition, when the CEO of a family business actively participates in the
management of operations, the earning power of the company increases. Maury’s study
reveals that the operating mindset of CEOs in family businesses aligns with stewardship
theory. In comparison to Western family businesses, ethnic Chinese family businesses
have stronger tendencies to keep control within their own family (Fukuyama, 1995).
Enterprises in Taiwan are mainly family-owned (Wang and Wen, 2011) and family
members greatly impact the direction of the enterprise through their involvement in
investment and operations decisions. Lin, Pan, and Wang (2015) find that family
businesses are less likely to overinvest during periods of positive free cash flow compared
with non-family businesses.

Past studies on the correlation between performance and compensation focus on
using the total or average salary of high-level managers to evaluate compensation
standards. This study, in contrast, uses the CEOs’ individual total salary as the criterion.

Therefore, this study first examines the causes and effects of salary reduction among
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individual CEOs, by looking into the proportion of independent directors and shareholding
ratio of institutional investors, and explores the differences in behavior between
professional CEOs and family member CEOs, in regards to salary reduction and

performance recovery.

2. Design

The duration of the sample lies between 1999 and 2004. The subjects are Taiwan
Stock Exchange listed and over-the-counter listed companies. The raw data comes from
the Taiwan Economic Journal and annual reports. A total of 3,107 observations are
employed, containing 2,092 family businesses across 19 industries. This study defines a
CEO salary reduction (“pay cut”) as an event where total annual compensation is less than
that in the previous period. This study also defines the following variables: performance
recovery index (APerformance: AROA, ARET), relative industry performance index
(mROA, mRET), the proportion of independent directors (IND), shareholding ratio of
institutional investors (INS), company size (SIZE), debt ratio (LEV), market-to-book ratio
(MB), industry type (Industry), deviation between control and cash flow rights (SEP),
manager shareholding ratio (ManagerHold), abnormal remuneration received by CEOs
(AbnormalPay), and a dummy variable that represents the research year (Year).
Model 1:

Probability(Paycuts,) = o< + o< mROA,  + o< mRET, + o< IND, + o< INS +
o< SIZE + o< LEV + o< MB_ + o< Industry + o< SEP +

o< ManagerHold + o< AbnormalPay + o< Year +¢,
Model 2:

A Performance, . = + f3 Paycuts, + B,SIZE + [ LEV, +f3MB, + 3 Industry, +

BSEP + 3 ManagerHold, + f3 Year + v,

1+
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3. Findings
The study finds that CEOs with poor performance in previous periods experience
salary reductions, when IND or INS is greater. In addition, when CEOs experience salary
reductions, their accounting-based performance consequently improves. In comparison to
professional CEOs in a family business, CEOs who are family members are less likely to
experience salary reductions due to poor performance. When professional CEOs in family
businesses experience salary reductions, they exhibit greater degrees of improvement in

accounting-based performance compared to CEOs who are family members.

4. Originality/Contribution

The special feature of this study is the use of individual compensation of CEOs
within companies to investigate the causes of salary reduction and its subsequent effects.
Considering how most enterprises in Taiwan are family businesses (Lin and Hsu, 2008),
this study examines the corresponding salary reduction effects in family businesses on
family members as CEOs and professional CEOs. The operational strength of family
businesses lies in the close relationships among company leadership, which means that
family businesses led by their own family members, can more easily communicate with
one another and reach a consensus on their financial situations; moreover, their reputation
as a family correlate with the reputation of the company. Consequently, family members
are often more devoted to the business than other workers. This study examines whether
family businesses are a more favorable fit for the stewardship theory and type Il agency
problem, in comparison to other types of businesses. This study further investigates the
differences in the causes and effects of salary reduction among different types of CEOs in

family businesses.
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