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Abstract

Say-on-Pay Advisory vote in the United States requires shareholders to play an essential role in
assessing executive pay packages and make decisions regarding the approval or disapproval of those pay
packages by assessing through the indicator of pay-performance sensitivity (PPS). The pay package should
be approved when the value of PPS is high and should be disapproved when the value of PPS is low or
negative. However, several studies argue that too much PPS could lead to risk-averse executive decisions,
which tend to negatively influence on firm performance in long run. This research aims to study whether
shareholder disapproval votes on the executive pay package of S&P 1500 firms are associated with higher
PPS. The research model shows the relationship between firm performance and executive pay, indicating PPS,
in which the dummy variables, representing the sampled firms with significant increases of disapproval votes
were added. Multilevel model analysis was employed in examining the relationship as to control for both fixed
and random effects as well as the control variables, which were added as to control other important influences
on executive pay. The findings show that the alternative argument with regard to too much pay-performance
sensitivity has been incorporated in the Say-on-Pay votes, which can extend the strand of literature related to
PPS and Say-on-Pay voting decisions and make a suggestion for shareholder in assessing executive pay

packages.
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WoIJUINT (Tennure) vaauuilnan (In(Lagged_sales)) Waznamydiitwinudranuasdiagiin léun ROA

uae Lagged ROA, Returns \Wae Lagged_Returns (Core et al., 2008; Core et al., 1999) uaﬂﬁl’mﬁﬁ'\nﬁmﬁuﬂi

auquilasuainaul (YearFixedEffect) Wazgaswn I (IndFixedEffect) BN6e @ILUUENIUNTNARDY

RNNATIRIIUITLUENIINAIFNNTT (1)

Ln(Pay);; = Bo + B1Tobin's q;, + B,CAT;, + B3(Tobin's q;,x CAT;,)
+ BsTenure;; + BsIn(LaggedSales;, + BcROA;,
+ B7LaggedROA;; + BgReturns;, + folaggedReturns;,
+ BoLlaggedMTB;, + YearFixedEffect;,
+ IndFixedEffect;, + e;; +u;

Tawdi
Ln(Pay),,
Tobin’s q,,
CAT,

it

Tenure ;,
LaggedSales
ROA
LaggedROA
Return
LaggedReturns ;,
LaggedMTB
YearFixedEffect,,
IndFixedEffect

(1)

aam%ﬁuﬁﬁu‘mamawamamhmammu@u%mﬂmu%ﬁ'ﬂ w9t
DANAIUITNINYAANAAALAZAANILYTVBILTEN | b o9 t

dudsviu tnuald

decrease10=1 1iou3un i o U t Tuan1seandssluinszdrasuunsy
Huivmsaeasnnirowiuiasas 10

decrease20=1\{la U35 i o 9 t inamseanifalunzdinauunugdinig
anasannawiusosas 20

decrease30=1\ilau55 i o 9 t inamseanifalunzdinauunugdinig
anasannawiusosas 30

decrease50=115ou5um i m 07 t fnan13eenFsluinszdraanunsy
Qu%mﬂuﬂﬂaqﬂ'uﬁfaUﬂd'r%”asla: 50
NIEMINWAURIA I ITVIUTEN | b I ¢
paausinowninuasusun i o 9 ¢

SR UNAADUUNUAD FUNSNETINYILSHN o T ¢
sansunanauunudsunInE I DiouniuesEn i o D7 ¢
HAREULNUWASINSWTUILSEN F o T ¢
nanaULnuAsNISWIDreuwninuasusEn i o 39 ¢
samaunmamadenamuliyddneunthesnien i w 37 ¢
@TaLLﬂiﬂauQuﬁaﬁTﬂﬂaﬁmuﬂmaw?ﬁ'ﬂ i o I ¢

@TaLLﬂsmuquﬁafﬁ'ﬂmﬁmuqmm%msumaw%ﬁ'ﬂ iow Nt

FALLLAAUFNNT (1) L WUULFI80ILULRA8IZAU (Multilevel Model) Nil3znaueae Fixed Effect Laz

4 @ av & { o ' A o = o @
Random Effect titasangatayalunuidofiiu Panel Data idnatauiunniis g Gnanol Sadianaudulyle

71 (1) STadplifouudasanl uazgaannan’ (YearFixedEffect Uz IndFixedEffect) (2) iauduwus

' QAAIMNITULAY One digit SIC code
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mulungudradafiduvisnideinunduand19nu (u) nInasey Random Effect muninyldlasnasau
a Y a | a oA 1 '
sundgiunan 0,7 =0 lummaseusuudgiu H1 drduszang 6, gnanamaniliiidndunan daulums
a ' Qs a n{ ld‘ | A ™ 1] % a

nasauaNNAzIU H2 drandizang B, MiduaunIauinazaviayu H2 d19nu laoRa13mn PPS 90 Wawan
s2win B, uaz B, ndndia B, Milluau azvilen PPS sasngunidmaedenlnivesdteiuadadiiudery
H : ¢ a oA A a v o = K @ a A o
dnd ngudreden ldimuadeulwivasfieiuatadinidny siuayu H2(a) luanzh 6, Miduuan azvi
e PPs gaanduiiinandonlnizesdteduainsfiibidn gind ndudredanlddnmaedanlnivesiia
vuadainudAzy aruaun H2(b)

s o
WHAanNn13v8

ANALTINTTBUN

[ v o
o A

| o ' a a o ] . ' = o < 2
ﬂfe;umamwaqmmwuﬁa ‘LITL*W]SL%T]QJJ S&P 1500 index Jenined 2011-2019 FIUTIWINNIRY

=

13,555 18819313 N3WTaA Bloomberg atndl3finnu ngudlatvfikIuNIAANIaIfnILUITiazdaad

@
aev Ao

s v { A 1 v, ' a [ a { 0/ [
AL IATUIIUANNNWITBRINAUA Sﬁdﬁdwaiﬁﬁﬂ@‘u@]’lﬂﬂ’ldqﬂﬁﬁ 6,105 @28873

M13197 1 URAIRDALTINTIMN (Descriptive Statistics)

Sl (v=6.105) _ aﬂ@lL"H\‘lW‘i‘im‘lj’]

ANaRE SD fga GAGE
Ln(Pay) 15.771 0.829 9.287 18.942
Tobin's q 1.611 1.269 0.030 15.670
*Tennure 1.472 0.819 0.080 2.526
%L n(Lagged._sales) 8.200 1.447 2.593 13.123
*ROA 5.677 3.896 0.429 12.236
’Returns 58.901 34.396 19.011 121.354
%l agged MTB 2.923 1.647 1.106 6.068

gudnldsunudasafi@lasdrniadnAalng (Winsorization)ludayaf 12%

' v o ¢ . ' L A a A% ' o A a 2
AINNNINARDUATTRFIUNUD (Correlatlon) VLNW‘]J'J'INﬂqawﬂizaﬂﬁiz‘ﬁ?’]ﬂ@?LL]_]{L@]6] NN 0.8 LRAID

Tatayaiwispitlifidywn Multicollinearity

A15199 2 LFASANRRFUNWKS (Correlation)

(1) (2) (3) (4) (5 (6) (7)
(1) Ln(Pay) 1.000
(2) Tobin's q 0.023 1.000
(3) Tennure -0.088 0.063 1.000
(4) In(Lagged_sales) 0.653 -0.105 -0.081 1.000
(5) ROA 0.063 0.559 0.058 0.066 1.000
(6) Returns 0.312 0.346 0.064 0.295 0.284 1.000
(7) Lagged_MTB 0.121 0.547 0.037 0.073 0.477 0.313 1.000
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HANINATDUANNAZ N
duUUFIMTUNaFauFuNAT UL wITER 0gn18ld35AATzHLLY Multilevel Model 16

303z mAUUAT Maximum Likelihood 13znaununiinasauanuikadayaad Random Effect 68

o

ASnasay Log-likelihood Ratio (LR test) M1nagaudn 0,2 =0 wan1snasauuaadldiduisldnodayas
Random Effect a3uaadlua1319n 3

21NA13190N 3 ﬂi:nau@”ﬁmﬂ”aLLUUﬁLLmﬂ@mﬂ”umm“aLLﬂJi‘vjuﬁ‘L%i:qmjwaau’%ﬁ'wﬁﬁmimﬁauvlm

vadd o wadIlnudIAy ldun decrease10 decrease20 decrease30 uas decrease50 (NAN1INARAULIE
2 a { v & @ A af .

snde w1 lumsneseusua@giui 1 naninesevuaasliiiudgulsz&nsaa9 Tobin's g n3a PPS

{ @ a %A o o aad (% A o
duwan ( B, dddudszaniniduuinuaziiiaynaaidnszau 1%) Siaiuauu H1

lunInageuaundgiui 2 ﬁﬁadmiﬂ@aauﬂwﬁﬁaﬁﬂﬁﬁmsﬁmsmﬁwamzﬂuL%daumﬂ PPS

Ao Aa A

Agafnlulunseani@lunszdaauunuguims lasswwudt nduuienfidniaefeulnivesiiefulas
nsaaniFssauayulasindiaauunuduInisaaasadslinddry fd1 PPS Ngenin nduuiundlid
miuadanlwivasiiafuatwiiivdany laungy decrease10 fien B, vy 0.078 ndw decrease20 4 @1 B,

Wil 0.088 Ndw decrease30 ifn B, \infil 0.265 wazndw decrease50 de B, vy 0.087

¥ @ e a a5 'Y 3
PPS sainguinarfiduwinklaan 8, + B, (B,Aa draudszdnTvasdanis Tobin's g x decrease10
. . . A v o aa
Tobin's q x decrease20 Tobin's q x decrease30 iaz Tobin's q x decrease50) Tii) UUINUAL WURIATYNIIFNG
a ) =2 ) & o o a Ao o @ aad o
N3zau 1% Jsaiuayu H2(b) wanant Mudsauguluduuy Ausasanudisiaymiadianszal 1% uas
5% uaadliiAuiianinarasdiudsnuguiiidadauiliau (LnPay))

a { v & e a & . A
lunmsnasauaun@giui 1 nansnasavusasliiiudgulszd@ntuas Tobin's g w3a PPS Mtduuan
gaaaaadnuitwidaluada (Amzaleg et al., 2014; Chen et al., 2015) V‘iﬂﬁmmma'gﬂvlﬁ:h Tasans
faauunuguInisludszinaanigaininmlugandnistsauld say On Pay Voting Rule ianudunuiszning
o a 1 v a a A U a A w U s ] J 1
Han1IdLinnuazA1aauunwiuInTlEnan Sananode duinisuTEnlatudiaeuunuinegiu
o a a o dl =) J = Q- a dl
namIeLiinawaasuIEniedulusauszaziandeani (Jensen & Murphy, 1990) lunsnaseuauudgiui
2 wuh nguyiEnidniaefenlnivesdiedulesldiunseanifusmivagulasanmimaeuunuduinianss
. A o o oA ' Ao A v a A v o L Ao o w o Y [N
adsfinddny & PPS gandn uTsnilddninafeulnizesdiiafuadiitoddny vldaansaagylddn
uiEnAfinsiafenlnivasdiaduadlitoddy AauTenndanusunussznitonanisdivanuas
' v a a oA a a @ aAe A A o v o | Ae o
daauunuduImslidiuinuazginindawSonifisunuuien lddmaedenlnivesgiaiuadiido sy
A a o A o A A A A @ AN a o A .
Fio1adawlai dhedulimainsayunasiiisany PPs Ailiaasgafinld anudefunoas Brick et al.
(2012)
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A13797 3 UHAIHANTINAFDUANNAF 1 (Hypothesis Testing Results)

Y = Ln(Pay) 6 z-stat 8 z-stat 6 z-stat 6 z-stat
Intercept 12663 6550 *** 12,682 6532 *** 12673 64.83 *** 12670 6536 ***
Tobin's q 0.041 439 ** 0.039 422 ** 0040 427 ** 0.038 4.04
decrease10 0.184 6.29 ***
decrease20 0.237 6.19  ***
decrease30 0.130 211 >
decrease50 0.332 550 **
Tobin's q x
decrease10 0.078 474 ***

Tobin's q x

decrease20 0.088 4.07

Tobin's q x

decrease30 0.265 6.50 ***

Tobin's q x

decrease50 0.087 264 **
Tennure -0.072 -946 ** -0.072 -941 ** -0.071 -9.28 ** -0.074 -9.48 ***
In(Lagged_Sales) 0.352 34,02 ** 0352 3386 *** 0.353 33.78 ** 0.354 34.08 ***
ROA 0.005 227 ** 0.004 200 ** 0.004 189 * 0.004 193 *
Lagged_ROA -0.004 -2.12 ** -0.005 -2.32 ** -0.004 -2.03 ** -0.004 -2.07 **
Returns 0.002 479 ** 0.002 460 ** 0.002 431 ** 0002 441 ***
LAGGED_Returns -0.001 -1.50 -0.001  -1.36 -0.001 -1.42 -0.001 -1.29
Lagged MTB 0.015 258 ** 0.017 286 ** 0017 296 ** 0.015 259 ***
Year Fixed Effect Included

Industry Fixed

Effect Included

Random Effect Yes Yes Yes Yes

o 0.322 0.329 0.333 0.327

(o) 0.138 0.139 0.139 0.143
UINAI0E n =6,105

* ugavivanudnpiagnesdanszau 0.10 * usasisnnuinpdaynmasianizay 0.05 uaz ** ugastannudngdagnissi @Nszal 0.01
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=Y
agﬂuazanﬂ‘nﬂna
asduanisve
MNNgnTaaniiedlaTanmIAIaauuNuEUINIT (Say On Pay Voting Rule) Nfnualwiiiawuiduy
aanLﬁmlmﬁzﬁmammu@”u’%mi Qﬁaﬁummmaamﬁm Ju »3e lusu Imamiﬂ'mQULLﬂuQﬁmiﬁLaua
I@Uﬂmzmmmi;@%mﬂaw%ﬁ'ﬂ mu?ﬁ'ﬂﬁﬁf@lqﬂszaa ﬁLﬁaﬁﬂmmm”@?mslﬁmaaﬂﬁaﬁuluu‘%uwmwaﬂ
LﬁmlmwszmmauLmu;ju‘%msmaaﬂszmﬂam%’gaLu‘%mmu’iﬁmsﬂmﬁﬂmqmim@ammug’u‘%ms 1489910
Ao A A ' 2 A AaA a o & ae & o '
NwIpluafainiInadtaNanIznUdIauvadlassn1Indean PPS gjamu"lﬂ AIRUINUILRAINIINARDUIN
o A a 1 Y A a o AR K v v v s ' A 1 o a > ;;'w
mimauiaaanmmlmwzmmauLmuammmmsmumwaI@Lmomﬂmuma"hﬂmﬂmmsﬂszmummw
PPS wissaniilusasyuuad Iﬂillql&llladLL‘SﬂﬂEi’]’J’h PPS ﬁdﬁﬂ'wﬁqaﬁaa:ﬁauﬁﬂmamsﬁmauLmu;jfu'%msﬁﬁ
a a Aa = ' ' A a ° Yo a a a a_ A A .
Use®nEaw 1ummzﬂaﬂgwawmnmnw PPS ﬂq\‘imuvl,ﬂ m’l,mdmmswwqmmswaﬂLammmmm (risk-
averse) #IHANTENULIEIaUdanan sdiunurainIEnluszszauazluienge ldifaanudaudimg

nadszlawd (Conflict of interests) nurfiaWw (Brick et al., 2012)

lummesaviiedulsyuvasuuylalumsdszidiulasamadiaeuunuduinisdas PPS nuldnd
o ° A o & o o ' o A a o '
F901ABLUUFIINNAUITUIINIINGIUDIAM VTN N UTITAINHANMIELARIIRVBIUT LAz AN LLNY
HUTA13 wanand deadsdandsjudmiunmsudinguuienndninafenlnizesgiedudalasinig
Araauunuguinisedndtoddny uazdnuadiudsauquidanusunuidadiaauunuguinidnedqe
HanTIL T IAWI {ieulinnsRansanyuuesfitieany PPs filiadsguinly uienildTunamseanidos
suusyulasinIdneuunuguIMIINaassedudveddnd PPs Nigindiinildiniaedeulnivesdia
Auadfitoday lasayduds awddnliiaunsndesaaisimnssulasusasmangiwdlszandiieanunis
Urzidiulasimadaniseanifoslunszdiaauunuguiniils PPs Gimaninlvdaiauauuziioinuumw
Ujvdvasgtedulunisdsziiudrnavunuguinislasls PPs ivadsznauniidadulasanifosluais:
A1ABLULNUILTAS
L3 [J g a o
A9910A N8
Ao A9 o A : v A \ ad a & ]
nuwItpdlszduuulumalszdulasimadiaauunuguiniiwitniiiansianudaulnizas
faauuNuAINHANY %38 PPS wihiu lasdldimsfasannsdszdulasinisdaauunuguinslugluuy
AU LTU mﬁLmﬁzﬁ@h@]a'uLmummﬁumaﬂm{lmsﬁmammugﬂ”n%m‘s (Excessive Executive Pay) N3

3Lﬂﬁ:1ﬂﬂiaEﬁ’]\‘lLLazﬂﬁ?ﬁ'@’J’mﬁ’maume&’u%ﬁ’]i (Executive Compensation Structure and Alignment) S1pTY

v 0o A o 05‘ 1
Porawauw lnn13n1I9aasIane Ly
Aa e A U o A v v = ' U Aa
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