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Abstract This study analyzed the effect of manager's ability on compensation policy (compensation level and
performance-reward sensitivity). To this end, the final 14,150 company-year data were used for KOSPI and
KOSDAQ listed companies excluding the financial industry from 2012 to 2019. As a result of the empirical
analysis, the higher the manager's ability, the higher the next reward level (the manager's ability hypothesis),
but the performance-reward sensitivity decreased. This confirms the manager ability hypothesis through a
positive (+) relationship between manager ability and compensation, and means that high compensation for
manager ability may be additional compensation for manager ability other than performance, rather than due
to performance. This study differs from previous studies and has contributions in that it examines the more
complex effects of managerial ability and compensation system.
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P33 F95E 242 0.0329F 0.0272 A=k of

QHFO| J|ESEA X Y

. Aaro 2 Qo] H4] Wel YA 522 4 7]
LnAsset, . SAA] A+ 218+
Market Share, ;: P&} /AT ] w58 T Table 1. Descriptive statistical analysis
FCFL, : A F 5 E(=9 0| Y-AS AR -EXF Average | Median Min Max
ofyo] 0Xc} 39 1, ofH 0 COMP, , 12.343 12.312 6.908 16.443
Age,, AR T ATASEEAT-AYAE)Y] COMP, 12376 | 12.349 | 6.908 16.443
CHCOMP,, ., | 0.032 0.027 -5.743 5.050
Az g ChROA, -0.004 | -0.003 | -2.361 2.248
i . ) .
B, AR RET, 0012 | -0089 | -0985 | 4277
FC,  QSRHIAA (2R, JekatsE, 2j5letito] MAL, -0023 | -0038 | -1.014 | 9817
o] 9J5}alAkaAl) 0] AtT7] 3}/ o MA2,, 0000 | -0.097 | -1.088 | 4204
vear : AEEn] SGRTH,, 0.077 0.026 -0.999 14.469
SIZE, 19200 | 18946 | 15522 | 26.112
LEV 0.365 0.360 0.001 0.993
3.4 B24¥ MIB, 25479 | 10570 | 0331 | 8357
B A= 2001295 H 2019974 2§ ALt
Table 2. Correlation analysis
2 3 4 5 6 7 8 9 10 11
1.COMF, | 0.842 0.310 0.022 0.001 0.095 0.091 0.038 0.565 0.015 0.210
2.COMP, -0252 | -0.013 | -0.010 | 0102 | 0101 | -0.005 | 0585 | 0010 | 0208
3.CHCOMP,, 0062 | 0019 | -0.009 | 0.020 | 0076 | 0035 | 0010 | 0010
4.ChROA,, 0142 | -0035 | 0140 | -0.007 | -0.010 | 0009 | -0.033
5 RET, 0.001 099 | 0096 | -0.024 | 0055 | 0.045
6. MAL,, 0017 | 0106 | -0.008 | -0.171 | 0.014
7.MA2,, 0098 | -0.019 | 0044 | 0051
8.SGRTH,, 0000 | 0006 | 0.030
9.8IZE, 0179 | 0.209
10.LEV , -0.087
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Table 4. The effect of managerial ability on

performance-reward sensitivity

MA1,, MA2,,
ChROA,,| RET, | ChROA,| RET,
Constant -0.194 -0.202 -0.198 -0.19%
(-1.853)* | (-1.926)* | (-1.893)* | (~1.855)*
0.184 0.016 0.184 0.026
CHPERFORM, | (3 gggywex | (23300 | (3.940)* | (2.195)*
CHPERFORM,, -0.091 -0.008 -0.074 -0.007
x MA;, (=2.271)** | (=3.311)*** | (-2.478)** | (-3.039)***
A -0.009 -0.010 0.011 0.025
it (-0.470) | (-0.501) | (0.857) (0.187)
0.012 0.012 0.012 0.012
YA
o it (2.086)** | (2.172** | (2.133)** | (2.114)**
0.008 0.003 0.008 0.008
LEV i (0.219) (0.083) (0.226) (0.219)
0.000 0.000 0.000 0.000
MIB.
it (0.384) (0.145) (0.302) (0.031)
IND Included Included Included Included
YEARD Included Included Included Included
F-value 4.929%* | 35633%* | 4.755** | 3.706***
R-squared 0.014 0.012 0.014 0.012

1) % p(0.01, ** p(0.05, * p¢0.1.

Table 5. The effect of managerial ability on

dto|t}, B4 A}, Jolgt 92 58 PR (MAL, T performance-reward sensitivity
MA2,) BN BAHOR fOlRt F+)9] Aggho] (Classification)
. MA1 MA2,
TR JATHMAL, T MA2,, 22 1%} 5% 1A 5914 i i
S| ATHMAL, T} MA2,, Z7F 19%9} 5%14 §91 GroL | T GoL] T
Q). o= AR TEo| =255 A7| BAeEo]l 7t 20172 | 0174 | -0319 | -0.199
_ B _ Constant o
SHe 2o AT S Qlom, WL J20), 181 (1159) | (1.169) | 2091 | (1250
] i o , 0.238 0.011 0.142 0.251
Aot 11739319 A+ Akt A g} CHPERFORM, | (3 peoper | (2.424)% | (2.727)** | (2.605)**
CHPERFORM, | -0.160 -0.006 -0.161 -0.257
x MA, (-2.393)** | ~(2.167)** | (-2.255)** | (-2.651)***
Table 3. Effects of management ability on MA. 0.022 0.020 0.049 -0.047
compensation |eve| it (0996) (0909) (0357) (—1 002)
0.009 0.009 0.017 0.016
v . IZE,
L AL, SIZE, (2188 | (22197 | (2.103** | (1.959)*
Constant 1171 (10.116)** | 1.154 (9.988)*** LBV 0.040 0.035 20.037 20.030
MA,, 0228 (25690 | 0.143  (2.161)* it 0.733) | (0.639) | (-0.691) | (-0.559)
GIROA” 0.183 (4.189)*** 0.180 (4.120)*** MTB. 0.000 0.000 0.000 0.000
CCRTH ooe2  aso | 0o oo i 02500 | (0.022) | (0.654) | (0.747)
14, 062 (4.830) 065 (5.061) IND Included | Included | Included | Included
RET, 0.004 (0.374) 0.146 (1.191) YEARD Included | Included | Included | Included
SIZE, 0.088 (14215 | 0.089  (14.208)*** F-value 4302+ | 3647 | 5775 | 3.358"**
15V 0060 (1699 | 0075 (2113 AFZ,gJared 0.014 0.011 0.021 0.017
Y ) - : i 0,
MIB, 0.000 (2,500 0.000 (2.525) 1) ) ;f ﬁ dumrg\g;anable withavalue of 1for  the top 25% and
- - . or the bottom 25%.
COMP, 0.771  (76.491) 0.772  (77.010) 2) #% (001, ** p(0.05, * p(0.1.
IND Included Included
YEARD Included Included
F-value 1384.700% 1384.191% AA= ] Slct B4, HPA o] 5275 -
Rroquered 222 oI AT AR FAShe 454 $AE Ak,
1) *** p¢0.01, ** p¢0.05, * p¢0.1.
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