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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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uae Lagged ROA, Returns Wz Lagged_Returns (Core et al., 2008; Core et al., 1999) uaﬂﬁl’mﬁﬁ'\nﬁmﬁuﬂ‘i

auquilasuainaull (YearFixedEffect) WazaaswnITN (IndFixedEffect) BNy MILLLIWIUNIMNATDL

RNNATIRIIUITLUENIINAIFNNTT (1)

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

=h.

Tag
Ln(Pay),,

Tobin’s q,,

CAT

it

Tenure ;,
LaggedSales
ROA ,,

LaggedROA

Return

(1)
aam’%ﬁmﬁumﬁmawamwﬁmaULmuQu’%mimmu’%ﬂ'w o O ¢
DANAIUITNINYAANAAALAZYAANILYTVBILTEN | b B9 ¢
dudsviu fnuald

decrease10=1 \HouSun i o TN t Anani1saantFuslulinszdiaauunmy
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HUSWITReadannaniusasas 10

]

decrease20=1\4aU31N i tb N t IWan150 amﬁmlmws:m@auLmup‘dj’u?mi

aaadandnauiusoeas 20

decrease30=1\1aU31n i b TN tﬁwamsaamﬁmlmﬁzmmauLmu;gl”u'%mi

aaavaninauiuiosaz 30

decrease50=1110USHN ioh TN t INANITEANLFYIIWINTEAIABULNY

%

gu’%mﬂuﬂﬂaqﬁuﬁaﬂmfﬁaﬂa: 50
NIEMIN AU I TTIUTEN | b 9 ¢
paausnewninuasuSun i o 7 ¢

ST IBHANDUUNTADFUNINETINTILSHN | 0 T ¢

DATNEIWHANDLUNUGADFUNINGTINT AauninvaIuTEn i o TN ¢
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LaggedReturns,, =  HaMaUUNWASINIWEDAaunihwasuien i o 07 ¢
LaggedMTB,, = dammunmemadenemausyidnouninuonien i o DA ¢
YearFixedEffect,, = éﬁthmuquﬁafﬁ'mmﬁmwﬂmaau’%ﬁ'ﬂ i Ot

IndFixedEffect,, = ﬁaLLﬂimuquﬂa}ﬁ'ymﬁmuqmmwmsmaw’%ﬁ'ﬂ i O ¢

AUUUMUENNT (1) LwUuUUINaLLLRAEIzaL (Multilevel Model) N11/3znaueag Fixed Effect uaz

§ Y ac & { o ' A o A [

Random Effect Litasangatayalunuidvfiiu Panel Data Ndiadsuiuennii g dnaned fefianudulyle
i (1) fTa9pfldifsundasand WaxaAXMNIIN’" (YearFixedEffect Uz IndFixedEffect) (2) §ANNFUNUT

mulungudradaiiduvisniduaiunduand19in (u) MInasey Random Effect aansavinldlasnasay
a s 2 a ' s a Q{ va 1
suufAgrunan 0 =0 lunmaseusundziu H1 drdndszdnd 6, gnananisnilvddndunan daulu
a 1 Q/ a Q{ { = 1 Q/ a
nMInaseusNNAzIw H2 drdudszing B, MidusunTouinazaivayu H2 d19nu lasRanson PPS 91N
HauINIzni B, uaz B, nanfe B, Milluay azvildd PPS sainguidnmanfenlnivasgieuatined

a o a ol 1 ' s [ dl =) dl v v T = o ) a e dl dl &)
wpdan dnd ngudretnn ldimuedenlnivesgiiefuedsfitbidy suvayu H2() luamen 6, Mudw
uan azvinliden PPS vadnguiifinisiafenlnivesdfieduetralvodian gand nduanatienlaud

P o

ﬂ'mﬂﬁauvl,mmaapjﬁaﬁuamaﬁﬁfﬂmmy SUURY H2(b)

a o
AAaNI3vY

aaAa Aa
ANALTINIIWI

' a ' ac A a o ' . ' A ° [
ﬂqumamwaammwﬁﬁa umwiunqu S&P 1500 index 5213191 2011-2019 TIHI1UINNIRY

=

13,555 188193133 wTa1A Bloomberg atndlanany ngudatwfikuNIAaNIaIdWILNUITEiazedaad

ao Ao =

ALUTATUINANNNWITL ARG smdawa’[ﬁﬁmjm”aazi'mqﬂ%ﬁ 6,105 @28819

M13191 1 URAIRDALTINTIUUN (Descriptive Statistics)

dutly (n=6,105) — mmwjﬁmtm

ALARE SD (ﬂ’]ﬁ"{@l Q\‘iq@]
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
®Ln(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
’Lagged MTB 2.923 1.647 1.106 6.068

*gaudifldsunudasafi@lasdnadnAalnd (Winsorization)ludayafi 12%

' AEHNTTUNLIAIY One digit SIC code
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' v o ¢ ) ' L A @ a &% ' o A a 2
INMINAFAUAERENNUT (Correlation) lainuinddraudszanirzninaautsla g Man 0.8 ugasds
gatayaiwispitlifidywn Multicollinearity

A15199 2 LFAIANRRFUNKS (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
wamsﬂmaaummag'm

6

duuudnTunaseusuudzIuzedwidsh agn1oldisiiasziuuy Multievel Model 816

o g v

M3UsEN I MALUUAT Maximum Likelihood Usenaununisnagauaiulned1aAywad Random Effect 6y

o

ASnasay Log-likelihood Ratio (LR test) Mnagaudl 0,2 =0 wan1snasauuaasliiiuisdnadanvas
Random Effect a3uaadlua1319n 3

A % o = ) @ o VoAy o : Ao ad 4
NaTeA 3 dsznaudsduuufinandeiuaudndsiuildzynguuesuiEndnnnaianing
vasgiiaiuatnelodany ldun decrease10 decrease20 decrease30 uaz decrease50 (HANINATALITHS
v a dl v & 1 Q a Q€
ande o) lumsnesausun@giui 1 wanmsnasauuaasliiiudigulsz@nsao9 Tobin's g W38 PPS

{ . @ A 254 o o Aaad o A o
duwan ( B, dddudszaninduuinuaziibmaynaalidnszau 1%) Giaiuauu H1

lummeseusundziui 2 Adesnanasauigiadulaimsfiasanimansznudiauain PPS
dl a a ' Y A 1 1 a dld dl v v
agafnlulunseani@lunszdraauunuguinng lasmuwudy nduuisni dnsedenlmvasiiafulas
nssanifpsanuayulasimidiaeuunuguIwIIaaasetslinday fd1 PPS genin nduuundilaid
ﬁl v v [l s o o a ' a ] a ' = 1
muadenlnivasyiiafuatfidodeny laungy decrease10 fidn B, 1viinu 0.078 nw decrease20 §i @ B,

W7l 0.088 Ngw decrease30 difn B, \ini 0.265 wazndw decrease50 de1 B, vy 0.087

& o v A ] a a A% % .
PPS pasnguinarftduinldann B, + 8, (B,7a drdudszanTuasdauils Tobin's g x decrease0
Tobin's g x decrease20 Tobin's q x decrease30 llaz Tobin's q x decrease50) Faduuinuazlve E%ﬂﬂ”tym\i a0a
t!l a = s l;/ s a til a o ) a AAd‘ ot
NITAY 1% JFBUIYY H2(b) haNINNH muﬂsmuquiumuuu NUFAIANVNUYRIAUNNINANITEAU 1% AL

5% ugadliiAuisaninaasdiudsnuquiiidadauiiau (Ln(Pay))

Tummaseuauudziuil 1 namInaseuuaadlWiiuddulszangaas Tobin's g wia PPS fidluuan
saandaInuI1wiinluafia (Amzaleg etal, 2014; Chen et al., 2015) virlkmnsnaiyladin lasanns
@hmuLmupjﬁmﬂuﬂszmmﬂ?ﬂaLu'%nﬁsl,uf’ﬁwﬁﬁﬂﬂsﬁaﬁﬂ"ﬁ Say On Pay Voting Rule #a3uaNNisIznINg
Namseﬁuﬁummm:mmuLmugu%mﬂul,%qmﬂ Sonungdle Qu%%wsu?ﬁ'ﬂﬁ%’um@ammu%uaylﬁ'u

[ a a v dl a l&‘ a Qs a ldl
Nﬂﬂ']iﬂ’]Lu%(i']WUéJGUiHV]VILﬂﬂ“D%I%i@Ui:UZL'JEWL@U’JTTH; (Jensen & Murphy, 1990)1umiﬂ@aauawmgﬂm
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Invasdfaulasldiuniseanifssmivayulasanmadmaouunuduinianss
PPS g9ni1 uium lifinaedewlnivesfiaduedfinddny Mlvauisnagdldi

visnAifinnsafenlnivesgiafuadrlinoddy AeuTenndanusunuisznitonanisdiivauuas

' v a a oA a a “ Ao A A a oA o L Ae o
ﬂ’]@]auLLWuEUﬁ%’]SELuL".UOU’JﬂLLﬂzﬁgﬂﬂquNaLﬂiﬂul"ﬂUUﬂ‘U‘USE’ﬂﬂVLNNﬂ']iLﬂaauVLWQTaﬂaﬂa‘lﬁuaﬂ’m“uﬂﬁ’]ﬂm

A a o v o A N A A o AN a o a .
Gﬁdaw@lﬂ’a’mvl,(ﬂ’n Eﬂaﬁuuﬂ’]iw%’]imqHNNQOﬂLﬂU?ﬂﬁJ PPS 'Y]vl.uﬂ'gifﬂ\nﬂuvlﬂ AU TUIUDY Brick et al.

(2012)

A13797 3 UHAIHANTINAFDUANNAF 1 (Hypothesis Testing Results)

Y = Ln(Pay) 8 z-stat 6 z-stat 8 z-stat 8 z-stat
Intercept 12.663 65.50 ** 12,682 6532 *** 12,673 64.83 *** 12670 6536 ***
Tobin's q 0.041 439 0.039 422 = 0.040 427 *  0.038 4.04
decrease10 0.184 6.29
decrease20 0.237 6.19 e
decrease30 0.130 2.1 *
decrease50 0.332 550 **
Tobin's g x
decrease10 0.078 474
Tobin's g x
decrease20 0.088 4.07 i
Tobin's g x
decrease30 0.265 6.50
Tobin's g x
decrease50 0.087 264
Tennure -0.072 -9.46 *** -0.072 -9.41 = -0.071 -9.28 ™ -0.074 -9.48
In(Lagged_Sales) 0.352  34.02 *** 0.352 33.86 *** 0.353 3378 *** 0.354 34.08 **
ROA 0.005 227 * 0.004 200 ** 0.004 189 * 0.004 1.93 *
Lagged_ROA -0.004 -212 ** -0.005 232  ** -0.004 -2.03 ** -0.004 -2.07 **
Returns 0.002 479 0.002 4.60 =*0.002 4.31 o 0.002 4.41 i
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 ™ 0.017 296 ** 0.015 259 =
Year Fixed Effect Included
Industry Fixed
Effect Included
Random Effect Yes Yes Yes Yes
O'u2 0.322 0.329 0.333 0.327
O'e2 0.138 0.139 0.139 0.143
uanarag n = 6,105

* = A o o and__ o - = A o o and__ o e = A o o an
URAIDIANUNBLEAYNNRDANTEAD 0.10 ** UFAIDIANNAUDFRIAYNNFIANTZA 0.05 WA *** UFAIDIANUARLEIAYNITDG

S

XH
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MnngnIeaniioslasiniidnaeuunuguinis (Say On Pay Voting Rule) ifnwualwifiaviuldu
Q’aamﬁmlmw:mmammuﬁu’%mi Qﬁaﬁummmaamﬁm U %30 sy Iﬂi\‘iﬂﬁiﬂ'ﬁ@l?J‘]JLLY]%EE‘.LI%WWﬁLﬁ%@
I@Uﬂmzmmmigﬁ%mﬂadu’%ﬁ'ﬂ muﬁfﬁ'ﬂﬁﬁ'ﬁ'@lqﬂizmﬁLﬁaﬁﬂmmsﬁ@ﬁﬂwao@ﬁaﬁuluu’%uwmiaaﬂ
LﬁmlmﬁzmmauLmu;ju‘%msmaaﬂszmﬂa%%’gaLu‘%mmu’i%msﬂmﬁﬂmams@imammug&“v’%ms 13489910

Ao A A ' 2 S Aa ' o & Ao & o '

NwitpluadainiInadtananIznudsauvadlasiniinidn PPS zgomuvlﬂ AINWINUIVREININAFAUIN

> A a ' v A A o R K v 2 ' A [l o a v o
ﬂ'ﬁ@](ﬂﬁulﬁ]aaﬂLﬁﬂdlu?']i$ﬂ’]@]a‘]_lLLW%EUS%W?NﬂW?ﬂW‘H{mGT@I@LLEJJ@NT]G']')%?E’JVLNI@]f;l“ﬂ’]ﬂ"]?lhm&l%(ﬂ'l“ﬁ?@

'
a

PPS uisaaniilusasyuues Iﬂsgwuaamﬂﬂéniw PPS ﬁaﬁﬂ'ﬁﬁg\‘ima:ﬁauﬁﬂmamiﬁmauLmuﬁu’%miﬁﬁ
A A Aa A ' ' A a ° Yo A =1 a a A A .
Use@nsan lumm:mﬂgwammnm'sm PPS mgqmu"l,ﬂ mlvx;dmmqummswamammwmam (risk-
averse) daNaﬂi:‘nuL%dawiawami@‘hLﬁummaw%ﬁﬂmzﬂ:mmaﬂuﬁﬂUﬁq@ M lAtAnanutanginig

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

' v v v a ' v A v a v ;
lumnasevingfiaiulsyunasuvulalumunlszadulasinsdaauunuguimsdan PPS 11widnil
o ° A o & o o ' o A a o '
F901ABLUUFIINNAUITUIINIINGINYDIAN VTN AU ITHINHANIE N ARIIUVBIUT AT AR LUNY
HUTA1T wanand desdsdaudsiudminnisubinguuisnadnanafenlnivesgiefudalasinig
Araauunuguinisadnlitoddy uazdmuadudiniuguidanuduiusdediaauunuguinisdneas
KA TR ghaulinsRananyuuesfivieiny PPs fildadsguinll uienildiunamseanidos
suuayulasinIdneuunuuIMINanssedalveddnd PPS figindiivnildinsafenlnivasdie
Auadaddbdany lasasludd uldsiaansndeseaisiuniiulasusasnangiwididszandiioany
a A a : v a a9 o = XY a o
nmdszifulassmaianiseanifosluinszdiaauunuguinimls PPS Samuninlvdaiauaunuzinoany
wwdjudvasgiiadulunmsdeifudineuunuduinislasld PPS iiadsznaumidadulasaniiosluis:
AABUUNHLTHIS

v
aLANDLLES

v o > a o

289100 11598

mu’?ﬁ'ﬂﬁlﬁgﬂLmulumiﬂinﬁuimomimmauLmuﬁu%msmuﬁﬁmﬁmﬁxﬁmméauvlmmad
ANABULNUATUNRINY %138 PPS 17N T,@Uﬁ"[ﬁﬁﬂ’]iﬁmsmwmsﬂi:LﬁuimamsmmuLmupju%mﬂugﬂuuu
A% LT mﬁmiﬂzﬁﬂ'mauLmudamﬁumaﬂmamiﬂ'mauLmu;‘{”u%mi (Excessive executive pay)
mﬁmﬁ:‘vﬂmaa%”nua:mﬁ’mnﬁwmuLmuﬁgu"?%ﬁ (Executive compensation structure and alignment)
e

Aa va A &) U o A v £ A 1 v A

lumal§iid denwduldlddnisdadulavesgiiaduluniseanidoslunszdraaunuguinig

mfama’mmsﬂi:Lﬁu‘[mamimmammu;ju’%mi@hﬂ%ﬁﬂ']ﬁ,mwzﬁm'm?ﬁimﬁ'u a9t s u3sluamina

miﬁwﬁaﬁa?ﬁnwsﬂsztﬁuiﬂsaﬂwsﬁﬁmammu;ju’%mi@h gIFNRaNRANY
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