





of compensation structures (Cao and Wang 2013; Cheng et al. 2015; Gong et al. 2011). Therefore,
I include variables that control for prior firm risk (i.e. EarnVol and RetVol). All the firm control
variables are measured in the accounting period prior to the contracting period.
3.4 CEO Compensation Homogeneity vs. Firm Performance

To better understand the effects of structure homogeneity in CEO compensation package, |
test the association between compensation homogeneity and firm performance. Specifically, |
examine the effect of compensation homogeneity on accounting and market performance in
different horizons. | estimate the following regression model to investigate RQ:

Perform;sin = Bo + Bp1Homogeneity, + Y, B, Controls;,_, + Year + Industry + &,  (2)
where i and t denote firm and fiscal year subscripts respectively, and n equals 0, 1, 2, or 3. It
signifies the number of year(s) after contracting period t. The dependent variable Perform refers
to a firm’s accounting performance: return on assets (ROA). Perform also includes stock
performance: returns (RET). The independent variable of interest is Homogeneity, which
represents either one of the compensation homogeneity measures constructed (Homogeneity ed or
Homogeneity_md). I also include firm and CEO characteristics in the regression models to control
for the effects of other factors on firm performance and compensation attributes. | include year
and firm fixed effects to account for the effect of time-trends and time-invariant firm effect on firm
performance. P1 will be used to investigate the research question in Section 2.5.

3.5 Descriptive Statistics

In Table 2 Panel A, | report the descriptive statistics on variables of interest and controls for
all sample firm-years. The firm size in total assets of my sample is $ 5,791 million on average,
which is on the right tail of the sample firms in recent compensation studies (Balsam, Gu and Mao

2018; Abernethy et al. 2015; Tice 2020). This figure is consistent with the notion that ISS Incentive
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Lab provide compensation information of large public firms for each year (Bettis, et al. 2018; Tice
2019).

Table 2 Panel B presents the trends of the primary contractual terms during the sample period.
Consistent with prior literature, the first two columns show that CEO incentive contracts become
increasingly complex as they include 59 percent more incentive grants and use four times more
performance measures over the past two decades. As shown in Figure 1, over 90 percent of the
sample firm-years use equity awards in their CEO compensation packages. Although equity
awards remain popular over the past two decades, firms are gradually replacing option awards with
stock awards in terms of the weight in total value of incentive grants, while the weight of cash
awards moves around 20 to 30 percent of total grant value. The value of contingent pay in CEO
compensation fluctuates largely from year to year, but it has a clear increasing trend (see Figure
2). Similarly the weight of performance-based incentives has increased dramatically and more
firms have started to use RPE grants and grants with both APE and RPE (see Figure 3). Moreover,
compared with stock performance measure, accounting performance measures are more widely
used by firms in their CEO compensation packages (see Figure 4). Table 2 Panel C presents the
usage of primary contract features by major industries. These statistics indicate that the use of
contractual features varies across industries.

Table 3 summarizes the correlations of each pair of selected continuous variables used in the
analyses. Based on Table 3, the correlation between firm size and compensation homogeneity is
negative (-0.0543 and -0.0843), meaning larger firms tend to use more tailored contract structure,
as these firms are usually more complex. On the other hand, the correlation between firms’ analyst
coverage and compensation homogeneity are positive (0.0909 and 0.0938), indicating that

compensation homogeneity might be subject to the impact of market attention. | conduct a number
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of formal tests to examine the determinants and consequences of CEO compensation homogeneity
and discuss the results.

4. Results

4.1 Tests of Firm and Board attributes

Table 4 presents the results of regression model (1). Columns (1) and (3) use
Homogeneity ed as dependent variable, while columns (2) and (4) use Homogeneity md as
dependent variable. Columns (1) and (2) demonstrate the associations between specific CEO/firm
characteristics and compensation homogeneity. The negative coefficients on CEO age and tenure
suggest a positive association with the use of tailored compensation packages. This is because
when board of directors have greater familiarity with CEOs, they are more capable of drafting
incentive contracts that fit CEO attributes. These associations are also consistent with the argument
that the board of directors need to obtain more information from management to design tailored
incentive contracts.

HI predicts that firms’ common risk is positively associated with their CEO compensation
homogeneity. Columns (3) and (4) show the regression results with the specified firm and board
attributes of interest. The coefficients of Common_risk are positive and significant for the two
Homogeneity measures (0.069, t=3.99; 0.101, t=2.82). These results support my prediction in H1
that, under optimal contracting assumption, a firm tends to use more homogeneous incentive
contract if the amount of common risks shared between the firm and its industry is high. The
coefficients on Common_own support H2, in which | predict that a firm tends to use more
homogeneous incentive contract if its shareholders simultaneously own stakes of more industry
peers (0.168, t=2.74; 0.340, t=2.51). These findings imply that optimal contracting, in part,

explains the existence of structure homogeneity in CEO compensation package.
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different impacts on firm performance. The mixed results shown in Panel C indicate that individual
contract dimensions may not be sufficient to explain the overall performance impact of structure
homogeneity in CEO compensation package.
6. Conclusion

Extending the extant literature documenting and explaining the existence of trending
practice in CEO incentive contracting, this study empirically investigates compensation
homogeneity, a contract structure attribute at compensation package level and identifies factors
that contribute to such phenomenon. The extant literature uses the relation between realized pay
and shareholder wealth to access the impact of compensation structure (Jensen and Murphy 1990;
Mishra, McConaughy, and Gobeli 2000; Brick, Palmon and Wald 2012). Strong pay-performance
relationship is considered as a favorable feature in incentive contracts by regulators and investors
(Bettis, Bizjak, Coles, and Kalpathy 2010; Gerakos, Ittner, and Larcker 2007). However, the
effectiveness of performance-based incentives varies with firm owners’ capacity to monitor and
evaluate managers’ input (Lazear 1986; Jensen and Murphy 1990). It is, therefore, difficult to
translate theoretically plausible pay-performance relationship into empirically tractable models
(Abowd 1990).*® Moreover, CEO compensation packages with dissimilar structures may not
necessarily lead to different pay-performance relationship. Through a horizontal comparison of
incentive contract structures, the homogeneity measure in this study incorporates the primary
contractual components indiscriminately, unveiling a more complete picture of the effect of

package level homogeneity in CEO compensation.

5 The impacts of incentives on manager behaviors can even fall outside of the boundary of the standard principal -
agent model, as managers’ behaviors are driven by not only economic benefits, but also certain social preferences
(Stevens and Thevaranjan 2010). Therefore, apart from the contingent elements in CEO incentive contract, the role of
non-contingent part should not be ignored.
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Using this measure, | identify firms that use similar incentive contract structures to industry
practice and show evidence that compensation homogeneity unexplained by general firm/CEO
factors is associated with undesirable outcomes for firm owners. More importantly, the findings in
this study provide meaningful practical implications to both regulators and practitioners.
Specifically, when implementing policies to improve board independence and multiple
directorships, firms and regulators should be aware of the unintended effect of their boards of
directors on the processes of incentive contracting. It is true that outside directors and those who
hold multiple board memberships may impose stronger monitor and provide better advice, firms
may not be able to obtain desirable CEO incentive contracts out of such board composition. It is,
therefore, important to put in additional mechanisms to fill in such unintended information gap in
incentive contracting. Furthermore, the findings in this study also reveal that compensation

consultant might not be a plausible mechanism for getting around the issue aforementioned.
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Appendix A. Contractual Components Used to Compare CEO Incentive Contracts

Five dimensions of contract Components:

Award Type

Vesting Schedule

Performance Measure

Target Type
Pay

Variable name Type Definition

Award Type

(1) Award_Cash_weight num The weight of cash awards over the total value of all the
incentive grants in a compensation package. The weight
is calculated as total value (at target level) of incentive
grants that use cash awards divided by total expected
value of all incentive grants.

(2) Award_Option_weight num The weight of option awards over the total value of all
the incentive grants in a compensation package. The
weight is calculated as total value of incentive grants that
use option awards divided by total fair value of all
incentive grants.

(3) Award_Stock_weight num The weight of stock awards over the total value of all the
incentive grants in a compensation package. The weight
is calculated as total value of incentive grants that use
stock awards divided by total fair value of all incentive
grants.

Vesting Schedule

(4) Vest_cliff_weight num The weight of cliff vesting over the total value of all the
incentive grants in a compensation package.

(5) Vest_long_weight num The weight of long-term vesting (longer than 11 months)
over the total value of all the incentive grants in a
compensation package.

Performance Measure

(6) Perf_performbase_weight num The weight of performance-based incentive grants over
the total value of all the incentive grants in a
compensation package.

(7) Measure_n num The total number of performance measures used in a
compensation package.

(8) Measure_accounting_weight ~ num The weight of accounting performance measures over the

total value of all the incentive grants in a compensation
package.
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(9) Measure_Price_weight num The weight of price performance measures over the total
value of all the incentive grants in a compensation
package.

Target Type
(10) Perf_RPE_weight num The weight of RPE incentive grants over the total value
of all the incentive grants in a compensation package.

(11) Perf_absrel_weight num The weight of RPE/ABS incentive grants over the total
value of all the incentive grants in a compensation
package.

Pay
(12) Grant_n num Total number of incentive grants used in a compensation
package.

(13) Pay num Natural logarithm of the total dollar value of a
compensation package, which is calculated as the sum of
annual salary and the total fair value of all the incentive
grants at grant date. The total value of each incentive
grant is collected based on award types (a firm-year
observation is removed from the sample if any one of the
incentive grants has missing grant value).'

e Equity awards: grant date fair value disclosed in
the proxy statement. Following Bettis, Bizjak,
Coles, and Kalpathy (2018), for missing values
of stock awards, | estimate the missing values
using stock price during the grant year. For
missing values of option awards, | estimate the
missing values based on the Black-Scholes
model (Yermack 1995).

¢ Non-equity awards: dollar amount to be awarded
at target level performance.

(14) Pay_ratio num The percentage of fixed pay offered in a compensation
package. The ratio is calculated as salary divided by Pay.

16 An alternative way to treat the missing grant value is to remove firm-year observations as long as they have any one
grant with missing grant value. Using homogeneity measures with this sampling criteria, | find similar results for the
tests in the analyses.
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Table A1 BROADCOM CORPORATION CEO Compensation Structure at Grant Level
Note: This table summarizes the compensation structure of BROADCOM CORPORATION in 2007. The
company used three incentive grants in its CEO incentive contract. The total salary paid to the CEO in 2007 was

$60,000.
Grant Award Vesting Vesting Performance Metric type Target Grant value
type criterion horizon measure type (%)
1 Cash Cliff Short Accounting  Sales/Other/Profit absolute 32,500
Margin
2 Option  Ratable Long Time - - 2,435,700
3 Stock None Long Time - - 3,786,950

Table A2 BROADCOM CORPORATION CEO Compensation Structure at Package Level

Note: This table demonstrates the construction of a package level compensation structure based on information in
Table Al. A contracting metric with fourteen variables is constructed for each firm-year to represent its
compensation structure (as shown in the bolded box below).

Award type

Vesting schedule

Performance measure

Target type

Pay

Award_Cash_weight = 0.005
Award_Option_weight = 0.389
Award_Stock_weight = 0.605
Vest_cliff_weight = 0.005
Vest_long_weight = 0.995
Perf_performbase_weight = 0.005
Measure n =3

Measure_accounting_weight = 0.005
Measure_Price_weight = 0
Perf RPE weight =0
Perf_absrel_weight =0

Grant n=3

Pay = 15.66

Pay ratio = 0.010

32,500/6,255,150
2,435,700/6,255,150
3,786,950/6,255,150
32,500/6,255,150

(2,435,700 + 3,786,950)/6,255,150
32,500/6,255,150

Number of performance measures
used

32,500/6,255,150

No price performance measure used
No RPE used

No RPE used

Number of grants used

In(32,500 + 2,435,700 + 3,786,950
+60,000)

60,000/6,315,150
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Appendix B. Calculating Structure Homogeneity in CEO Compensation Package

Principal Component Analysis and Euclidean Distance

To incorporate a more complete set of contractual terms in the construction of contract homogeneity, |
compute an alternative distance measure using Euclidean distance after transforming original contracting
metric vectors into vectors of essential factors. This procedure not only takes care of variations in scale, but
also linearly transforms variables into a lower dimensional space while preserving information to the best
extant. In such a way, the following Euclidean distance function can be applied to compare two incentive
contracts:

where D is the value of distance between two objects represented by vectors a and b.

| follow the following steps to calculate CEO compensation homogeneity:
1. Fourteen contract components from five different dimensions are selected to describe a CEO
incentive contract (defined in Appendix A). Each sample firm-year is assigned with a 1x14
contracting matrix representing its contract structure.
2. Based on the fourteen variables used by firms in the same year, fourteen coefficients are
generated to define a single principal component. | maintain fourteen principal components as they
all explain a significant portion of total variance (above 70%). | end up with a 14x14 coefficient
matrix. The contracting matrices are transformed to a new 1x14 matrices, which is the products of
the original contracting matrix (1x14) and this coefficient matrix (14x14).
3. Using the vectors containing PCA scores, the Euclidean distance function can be applied to
pairwise compare firms’ incentive contracts in the same industry year.
4. Similarly, for each specific firm year, | calculate its CEO compensation homogeneity by taking
the median value of its pairwise D’s with all its industry peers and taking the natural logarithm of
the inverse of 1+D (Homogeneity ed).

Mahalanobis Distance
Mahalanobis distance is conventionally used to measure the distance between a random point and a
distribution (Mahalanobis 1936). It can also be used to measure dissimilarity between two random vectors
using the following function:
D?=(a—b)TxC1x(a—-b)
where D? is the value representing distance between two objects in a multi-dimensional space. In this study,
the formula can be interpreted as: a and b are the quantified contracting metric vectors of two incentive
contracts, while C* denotes the inverse covariance matrix of the fourteen variables in the contracting metric
vector. The covariance matrix is calculated to capture the joint variability of each pair of variables in the
contracting metric vector. This distance measure incorporates between variable correlations and different
variable scales.
| follow the following steps to calculate CEO compensation homogeneity:
1. Fourteen contract components from five different dimensions are selected to describe a CEO
incentive contract (defined in Appendix B). Therefore, each sample firm-year is assigned with a
1x14 contracting matrix representing its contract structure.
2. A covariance matrix is calculated based on the fourteen variables of all sample firms. I then take
the inverse of the covariance matrix.
3. Firms in the same industry year are then compared pairwise using their contractual term vectors
and the covariance matrix.
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4. For each specific firm year, | calculate its CEO incentive homogeneity by taking the median
value of its pairwise D¥s with all its industry peers and taking the natural logarithm of the inverse
of 1+D? (Homogeneity_md).
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Appendix C. Variable Definitions

Variable

Definition

Homogeneity

Homogeneity_iv

Pay

Vest_long

Equity_award

PerformanceBase

Measure_accounting

Common_risk

Common_own

Board_size

Board_ind

Board_busy

Consultant

CEO_age

CEOQ_tenure

CEOQ_chair

Asset

CEO compensation homogeneity calculated using distance measure. There are
two alternative measures for this variable: Homogeneity ed and
Homogeneity_md (see Appendix A and B).

Structure homogeneity based on individual contract components calculated with
PCA and Euclidean Distance. There are five dimensions of contract components:
hg_awardtype, hg_vesting, hg_performance, hg_target, and hg_pay.

Natural logarithm of the total dollar amount offered in a compensation package,
which is calculated as the sum of annual salary and the total value of all the
incentive grants (see Appendix A).

An indicator that equals to 1 if a firm uses any long-vesting grants in its CEO
incentive contract in a given year, and 0 otherwise.

An indicator that equals to 1 if a firm uses any equity award in its CEO incentive
contract in a given year, and 0 otherwise.

An indicator that equals to 1 if a firm uses any performance-based incentive in its
CEO incentive contract in a given year, and 0 otherwise.

An indicator that equals to 1 if a firm uses any accounting performance measure
in its CEQ incentive contract in a given year, and O otherwise.

Stock return variance that is explained by value-weighted industry stock returns.
It is the R? from regressing the firm’s stock returns on value-weighted industry
return (two-digit SIC) over the prior 36 months.

Average fraction of industry peers’ shares held by a firm’s top 5 shareholders,
. . 1 . . .
using the equation: EZ? Zjik Vix,» Where vig is shareholder i’s ownership

share of firm k, while i is also one of the top 5 shareholders of firm j. k denotes
all the industry competitors of firm j (see Anton et al. 2018).

Natural logarithm of total number of directors serving on board.

Percentage of independent directors serving on board. An independent director is
defined as directors who are marked as NED in BoardEx database.

Natural logarithm of the average number of board assignments the directors of a
firm hold during a fiscal year.

An indicator that equals to 1 if a firm uses a compensation consultant, and 0
otherwise.

Natural logarithm of a CEO’s age in a given fiscal year.

Natural logarithm of the number of years a CEO has been in the position in a
given fiscal year.

An indicator that equals to 1 if a CEO serves as Chairman or Vice Chairman on
board, and 0 otherwise.

Natural logarithm of total year end assets.
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MTB

Leverage

Analyst
BlockOwn

ROA

RET

EarnVol

RetVol

Concentration

Market to book ratio, which is measured as:
totalassets—totalequity+marketvalue

totalassets

totallong—termdebt+totalcurrentliabilities

Firm leverage measured as:
totalassets

Natural logarithm of the number of financial analysts who follow a firm.
Percentage of shares that are owned by blockholders.

Return on assets, which is measured as income before extraordinary items
divided by end of year total assets.

Buy-and-hold stock return over the holding period, calculated as the ending share
price minus the beginning share price divided by the beginning share price.

Standard deviation of earnings (income before extraordinary items divided by
end of year total assets) over the past 4 years.

Standard deviation of monthly returns of a year.

Sum of the squares of the market shares of the firms’ sales within each two-digit
SIC industry.
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Figure 1.
Note: This figure illustrates the trend of the percentage usage of each award type in CEO
compensation packages among all the sample firm-years.

Percentage Use by Award Types in CEO Compensation
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Figure 2.
Note: This figure illustrates the trend of pay level in CEO compensation packages among all the
sample firm-years.
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Figure 3
Note: This figure illustrates the trend of percentage usage of performance-based incentives and RPE
incentive in CEO compensation packages among all the sample firm-years.

Percentage Use of Performance-Based Awards in CEO Compensation

]
(=]
8
=
(4]
(=)
T
o
.1998 2003 2008 2013 2018
Fiscal Year
| | RFE o Performance-based
Figure 4

Note: This figure illustrates the trend of percentage usage of accounting and price performance
measures in CEO compensation packages among all the sample firm-years.
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Figure 5
Note: This figure illustrates the level of structure homogeneity of different industries.
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Table 1. Sample Selection

Firm-Year Observations

Firms in ISS with incentive grant data from 1998 to 2018 25,151
Less firms missing CEO incentive contract homogeneity values (7,106)
Less firms missing CEO attributes (6,582)

Less firms missing general controls (653)
Less firms missing board attributes (1,175)
9,635

Table 2. Descriptive Statistics

Note: This table presents the descriptive statistics for the variables used in the analyses (Panel A) and variables used
to construct the measure of compensation homogeneity (Homogeneity). The sample used to test the main hypotheses
include 9,635 observations. All continuous variables used in the analyses are winsorized at 1%t and 99" percentiles.
The variables used in the analyses are defined in Appendix C.

Panel B reports the descriptive statistics for the fourteen contract components by fiscal year.

Panel C reports the descriptive statistics for the usage of primary contract features by industry.

Panel A. Descriptive Statistics of All Variables Used in the Analyses

Variable Obs Mean Std. Dev. Min Max
Homogeneity_ed 9,635 -1.66982 0.219031 -2.71129 -0.53591
Homogeneity_md 9,635 -2.89762 0.468514 -4.72156 -0.8952
hg_Award 9,635 -0.96058 0.34015 -1.8074 0
hg_Vesting 9,635 -0.82656 0.3108 -1.97121 0
hg_Performance 9,635 -1.09217 0.3983 -2.25542 0
hg_Target 9,635 -0.47526 0.567293 -2.2639 0
hg_Pay 9,635 -0.91971 0.24236 -1.94366 -0.48009
Pay 9,635 15.51449 0.839265 12.06011 17.72753
Award_equity 9,635 0.944927 0.228135 0 1
Vest_long 9,635 0.973843 0.159611 0 1
PerformanceBase 9,635 0.848268 0.358779 0 1
Measure_accounting 9,635 0.824972 0.380011 0 1
Common_risk 9,635 0.383991 0.223916 0.000228 0.925412
Common_own 9,635 0.125552 0.061718 0 0.338319
Board_size 9,635 2.503587 0.269955 1.609438 3.178054
Board_ind 9,635 0.85176 0.077606 0.444444 1
Board_busy 9,635 0.528305 0.234704 0 1.252763
Consultant 9,635 0.814652 0.388599 0 1
CEO_age 9,635 4.011527 0.117149 3.637586 4.343805
CEO_tenure 9,635 1.657106 0.87824 0 3.526361
CEO_chair 9,635 0.480638 0.499651 0 1
ASSET¢1 9,635 8.664246 1.525951 4.182859 13.38219
MTB¢1 9,635 2.013017 1.274782 0.706241 14.40553
Leverager1 9,635 0.262989 0.197601 0 1.037564
Analyst.; 9,635 2.455594 0.670889 0 3.610918
BlockOwni.1 9,635 0.271832 0.199034 0 1
ROA: 9,635 0.047169 0.0845 -0.93729 0.311541
RET; 9,635 0.107549 0.551512 -0.93364 13.42453
EarnVol 9,635 0.036119 0.059845 0.000401 1.078681
RetVol 9,635 0.092055 0.056506 0.023381 0.608168
Concentration 9,635 0.063511 0.063652 0.010457 0.389779
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Panel B. Descriptive Statistics of Contractual Components by Fiscal Year

Fiscal Option Cash Stock Performance- RPE RPE/ABS Cliff Long Accounting Price
Year #grant #measure award award award based grant grant grant vesting vesting measure measure
(weight in value)
1998 2.189 1.092 0.679 0.215 0.106 0.175 0.025 0.010 0.388 0.857 0.133 0.020
1999 2.153 1112 0.687 0.219 0.094 0.192 0.021 0.011 0.371 0.882 0.130 0.017
2000 2.186 1.171 0.698 0.191 0.111 0.170 0.016 0.011 0.358 0.872 0.109 0.012
2001 2.207 1.124 0.698 0.197 0.105 0.159 0.014 0.009 0.343 0.881 0.105 0.008
2002 2.155 1.202 0.684 0.200 0.116 0.174 0.015 0.010 0.351 0.905 0.116 0.010
2003 2.168 1.296 0.586 0.234 0.180 0.209 0.023 0.014 0.381 0.906 0.135 0.010
2004 2.253 1.453 0.542 0.213 0.243 0.206 0.030 0.013 0.393 0.889 0.131 0.017
2005 2.353 1.566 0.451 0.255 0.294 0.281 0.047 0.027 0.438 0.918 0.169 0.033
2006 2.806 2.475 0.341 0.298 0.361 0.460 0.081 0.040 0.495 0.863 0.339 0.050
2007 3.001 2.649 0.312 0.289 0.399 0.481 0.086 0.047 0.504 0.865 0.355 0.058
2008 3.035 2.738 0.305 0.293 0.401 0.489 0.093 0.047 0.521 0.858 0.361 0.065
2009 3.045 2.835 0.281 0.312 0.406 0.504 0.106 0.053 0.527 0.855 0.360 0.069
2010 3.213 2.967 0.253 0.285 0.462 0.508 0.119 0.064 0.526 0.873 0.364 0.076
2011 3.180 3.108 0.241 0.283 0.476 0.542 0.136 0.074 0.542 0.911 0.377 0.089
2012 3.219 3.320 0.210 0.294 0.496 0.587 0.163 0.092 0.571 0.917 0.399 0.112
2013 3.240 3.455 0.202 0.281 0.517 0.598 0.184 0.111 0.580 0.920 0.401 0.123
2014 3.354 3.769 0.182 0.283 0.535 0.620 0.201 0.128 0.593 0.930 0.403 0.136
2015 3.399 3.867 0.175 0.280 0.545 0.632 0.211 0.138 0.599 0.934 0.393 0.145
2016 3.483 3.979 0.164 0.266 0.564 0.644 0.219 0.152 0.607 0.926 0.413 0.148
2017 3.474 3.969 0.153 0.266 0.580 0.658 0.234 0.162 0.632 0.937 0.444 0.151
2018 3.509 4.011 0.141 0.257 0.602 0.650 0.237 0.176 0.621 0.946 0.437 0.149
Panel C. Descriptive Statistics of Contractual Feature Usage by Industry
Total Pay Equity award Long-term Performance-based award ~ Accounting measure ~ RPE
Two-digit SIC Industry Group (in million) (%) (%) (%) (%) (%)
mean median
Agriculture, Forestry, Fishing 5.349 3.667 82.7 90.4 76.9 75.0 17.3
Mining 5.917 3.915 95.9 97.6 747 66.8 47.9
Construction 7.154 6.096 90.4 94.0 78.4 74.9 25.4
Manufacturing 5.635 4.051 92.8 96.9 76.3 71.9 26.1
Transportation & Public Utilities 5.252 3.386 93.0 96.2 80.6 73.1 429
Wholesale Trade 4.668 3.329 92.3 97.4 81.0 78.3 111
Retail Trade 6.220 4.246 89.9 95.5 77.2 75.2 15.8
Finance, Insurance, Real Estate 5.192 3.306 91.7 95.3 4.7 68.2 29.2
Services 5.805 3.672 89.7 94.4 71.0 66.7 113
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Table 3. Correlation Matrix of Selected Variables

Note: This table presents the correlation matrix. Correlations in bold are statistically significant at the 10 percent level.

QO @ G @& G 6 O @ (O 10 11) (12) (13) (14 (15 (16 @17) (18) (19)

(1) Homogeneity md 1

(2) Homogeneity_ed 0798 1

(3) Common_risk -0.019 -0.046 1

(4) Common_own 0.032 -0.007 0218 1

(5) Board_size 0.013 -0.005 0.112 -0.053 1

(6) Board_ind 0.103 0.047 0.031 0.009 0300 1

(7) Board_busy 0.064 0.078 0.041 0.058 0.140 0.264 1

(8) Asset -0.054 0.225 -0.084 0.331 0.050 0.571 0.234 1

(9) MTB 0.051 -0.028 0.083 -0.164 0.055 -0.247 -0.174 -0.390 1

(10) Leverage -0.043 0.105 -0.064 0.113 0.047 0.072 0.048 0.139 -0.187 1

(11) Analyst 0.091 0.116 0.094 0.175 0.039 0.150 0.057 0.354 0.142 -0.164 1

(12) BlockOwn -0.018 -0.007 0.000 0.019 0.089 -0.087 -0.055 -0.107 -0.050 0.094 -0.097 1

(13) ROA:.: 0.023 -0.020 0.030 -0.001 0.055 -0.035 -0.071 -0.081 0.398 -0.218 0.121 -0.114 1

(14) RET, 0.008 -0.012 -0.002 0.007 -0.025 -0.036 -0.006 -0.052 0.106 -0.011 -0.039 0.005 0.038 1

(15) EarnVol 0.026 0.011 0.038 -0.037 -0.068 -0.184 -0.026 -0.260 0.112 -0.004 -0.037 0.082 -0.310 0.095 1

(16) RetVol -0.016 -0.088 0.030 0.046 -0.103 -0.183 -0.097 -0.227 0.000 0.020 -0.088 0.098 -0.287 0.208 0.352 1

(16) Concentration -0.024 0.001 0.014 0.169 -0.001 0.054 -0.027 -0.022 -0.025 -0.008 0.044 0.041 0.069 0.017 -0.035 0.054 1

(18) CEO_age -0.045 -0.004 -0.042 0.076 0.024 0.118 0.040 0.152 -0.060 0.024 0.032 -0.038 0.032 -0.012 -0.089 -0.079 -0.014 1
(19) CEQ_tenure -0.074 -0.134 -0.077 0.068 0.096 -0.102 -0.098 -0.073 0.065 -0.017 0.014 0.008 0.054 -0.002 -0.067 -0.026 -0.035 0.326 1

Table 4. Firm and Board Attributes

Note: This table shows OLS estimates based on model (1), where the dependent variable is Homogeneity and the
independent variables of interest are Common_risk, Common_own, Board_size, Board_ind, Board_busy, and
Consultant. Columns (1) and (3) present the estimates for models with Homogeneity ed as dependent variable,
while columns (2) and (4) present the estimates for models with Homogeneity_md as dependent variable.

All regressions include fixed year and industry effects. t-statistics are reported in parentheses below coefficients and
are based on standard errors that are clustered by firm. Levels of significance are indicated by *, **, and ***, for
10%, 5%, and 1%, respectively.

Dependent variable: Homogeneity:

VARIABLES @) @) ®3) (4)
Common_riskt-1 +) 0.069*** (3.99) 0.101*** (2.82)
Common_own.1 (+) 0.168*** (2.74) 0.340** (2.51)
Board_sizet1 ) 0.063*** (3.61) 0.082** (2.15)
Board_indt1 ) 0.142** (2.50) 0.334%** (3.01)
Board_busyt1 ) 0.045*** (2.78) 0.090** (2.49)
Consultant; ) 0.099*** (5.97) 0.159*** (4.66)

CEO attributes:

CEO_age: -0.070* (-1.85) -0.108 (-1.42) -0.069* (-1.87) -0.102 (-1.37)
CEO_tenure; -0.015***  (-3.18) -0.022** (-2.23) -0.010** (-2.27) -0.014 (-1.48)
CEO_chairt 0.006 (0.78) 0.005 (0.28) -0.001 (-0.12) -0.008 (-0.46)
Firm attributes:
ASSETe1 -0.007* (-1.70)  -0.021***  (-2.58)  -0.023***  (-515)  -0.046***  (-5.09)
MTBw1 -0.005 (-1.61) -0.009 (-1.09) -0.007** (-2.01) -0.010 (-1.26)
Leverager 0.018 (0.91) 0.026 (0.57) 0.010 (0.53) 0.010 (0.24)
Analyst.1 0.038%** (4.19) 0.050%** (3.07) 0.032%** (3.90) 0.042%* (2.74)
BlockOwny. 0.005 (0.31) -0.008 (-0.23) 0.006 (0.39) -0.007 (-0.19)
ROAw1 -0.019 (-0.47) 0.061 (0.69) -0.015 (-0.38) 0.071 (0.83)
RETw -0.000 (-0.01) -0.002 (-0.17) -0.001 (-0.18) -0.003 (-0.29)
EarnVol. 0.088* (1.79) 0.112 (0.98) 0.071 (1.49) 0.077 (0.68)
RetVol. -0.111 (-1.56) -0.243* (-1.67) -0.099 (-1.43) -0.218 (-1.53)
Concentration., -0.103 (-0.70) 0.419 (1.59) -0.099 (-0.65) 0.427 (1.59)

44



Year-fixed Effects
Industry-fixed Effects
Firm Cluster

Observations
Adjusted R-squared
Degrees of Freedom

Yes
Yes
Yes

9,635
0.136
31

Yes
Yes
Yes

9,635
0.182
31

Yes
Yes
Yes

9,635
0.159
37

Yes
Yes
Yes

9,635
0.197
37
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Table 5. CEO Compensation Homogeneity and Accounting Performance

Note: Panel A of this table shows OLS estimates based on model (2), where the dependent variables are ROA in year t, t+1, t+2, and t+3, respectively.

The independent variable of interest is Homogeneity. Odd numbered columns present the estimates for models with Homogeneity ed as independent variable,
while even numbered columns present the estimates for models with Homogeneity_md as independent variable.
Panel B of this table shows OLS estimates based on model (2), where the dependent variables are RET in year t, t+1, t+2, and t+3, respectively. The

The independent variable of interest is Homogeneity. Odd numbered columns present the estimates for models with Homogeneity ed as independent variable,
while even numbered columns present the estimates for models with Homogeneity _md as independent variable.
All regressions include fixed year and firm effects. t-statistics are reported in parentheses below coefficients and are based on standard errors that are
clustered by firm. Levels of significance are indicated by *, **, and ***, for 10%, 5%, and 1%, respectively.

Panel A. CEO Compensation Homogeneity and ROA

Dependent variables:

ROA: ROA¢+1 ROA:+2 ROA¢+3
VARIABLES @) [®) ®3) 4) (5) (6) @ (8)
Homogeneity: -0.001  (-0.29) 0.005**  (2.03) -0.015*** (-2.92) -0.001 (-0.31) -0.015*** (-2.81) -0.003 (-0.98) -0.008 (-1.55) -0.003 (-1.27)
ASSET:.1 -0.019*** (-5.19) -0.018*** (-5.10) -0.027*** (-5.69) -0.026*** (-5.54) -0.027*** (-5.37) -0.026*** (-5.27) -0.024*** (-4.81) -0.024*** (-4.78)
MTBi.1 0.020*** (9.55) 0.020***  (9.54) 0.014***  (4.91) 0.014*** (4.90) 0.011*** (3.68) 0.011*** (3.67) 0.010*** (3.64) 0.010*** (3.63)
Leveraget: 0.011 (0.98) 0.012 (1.01) 0.021 (1.63) 0.022* (1.71) 0.047*** (3.41) 0.047*** (3.45) 0.055*** (3.71) 0.055*** (3.74)
Analyst.; 0.002 (0.75) 0.002 (0.64) 0.002 (0.49)  0.001 (0.30) -0.002 (-0.58) -0.003 (-0.72) -0.000 (-0.02) -0.000 (-0.06)
BlockOwni.1 -0.011* (-1.84) -0.011* (-1.78) -0.002 (-0.32) -0.002 (-0.28) -0.002 (-0.32) -0.002 (-0.32) 0.011 (1.55) 0.011 (1.54)
ROA1 0.227*** (8.82) 0.226***  (8.82) 0.020 (0.85)  0.021 (0.86) -0.010 (-0.44) -0.010 (-0.42) -0.027 (-1.04) -0.027 (-1.04)
RET1 0.010*** (5.15) 0.010***  (5.18) 0.007***  (3.50) 0.007*** (3.49) 0.001 (0.29)  0.001 (0.29) 0.004** (2.07) 0.004**  (2.09)
EarnVoli.q 0.101*** (2.99) 0.099*** (2.95) 0.173*** (4.63) 0.170*** (4.56) 0.101*** (3.07) 0.100*** (3.03) 0.023 0.72) 0.023 0.72)
RetVol.q -0.097*** (-3.35) -0.097*** (-3.34) -0.087*** (-3.29) -0.088*** (-3.27) -0.062** (-2.43) -0.062** (-2.43) -0.071** (-2.53) -0.071** (-2.53)
Board sizei: 0.006 (0.75) 0.006 (0.71) 0.004 (0.50) 0.004 (047) -0.000 (-0.03) -0.000 (-0.05)  0.000 (0.03) 0.000 (0.03)
Board_indt_1 -0.009 (-0.45) -0.008 (-0.41) -0.027 (-1.28) -0.026 (-1.24) -0.022 (-091) -0.021 (-0.89) -0.018 (-0.77) -0.018 (-0.78)
(_“,E(:)_gget 0.014  (0.83) 0.015 (0.92)  0.036* (1.66) 0.038* (1.74) 0.064*** (2.71) 0.065*** (2.75) 0.040* (1.82) 0.040* (1.82)
CEO tenure; -0.000 (-0.08) -0.000  (-0.14) -0.004*  (-1.95) -0.004** (-1.97) -0.006*** (-2.64) -0.006*** (-2.64) -0.003 (-1.42) -0.003 (-1.39)
CEO_chairt 0.007** (2.42) 0.007**  (2.46) 0.008**  (2.28) 0.008** (2.31) 0.004 (1.13)  0.004  (1.16) 0.002 (0.33) 0.002 (0.34)
Year-fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes
Firm-fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes
Firm Cluster Yes Yes Yes Yes Yes Yes Yes Yes
Observations 9,635 9,635 9,333 9,333 8,284 8,284 7,342 7,342
Adjusted R-squared 0.480 0.481 0.417 0.416 0.416 0.415 0.409 0.409
33 33 33 33 32 32 31 31

Degrees of Freedom
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Table 5. (continued)

Panel B. CEO Compensation Homogeneity and RET

VARIABLES
Homogeneity:
ASSET:1
MTB¢.1
Leveraget.1
Analyst;q
BlockOwnt.1
ROA1
RET:w1
EarnVol:.1
RetVoly.1
Board_sizer1
Board_ind.q
CEO_age:
CEOQO_tenure;
CEOQ_chair;

Year-fixed Effects
Firm-fixed Effects
Firm Cluster

Observations
Adjusted R-squared
Degrees of Freedom

Dependent variables:

RET: RET+1 RETtt+2 RETt+3

(1) ?) (3) (@) (5) (6) (7) (8)
-0.036  (-1.02) -0.022  (-1.21) -0.078** (-2.30) -0.019 (-1.14) -0.108 (-1.59) -0.053 (-1.62) -0.160* (-1.90) -0.077* (-1.75)
-0.143*** (-6.76) -0.143*** (-6.71) -0.069*** (-3.35) -0.067*** (-3.27) -0.106** (-2.34) -0.104** (-2.31) -0.214*** (-3.53) -0.212*** (-3.49)
-0.054*** (-4.61) -0.054*** (-4.59) -0.035*** (-4.06) -0.035*** (-4.00) -0.069*** (-3.66) -0.069*** (-3.65) -0.117*** (-5.09) -0.117*** (-5.09)
0.288*** (3.70) 0.289*** (3.70) 0.264***  (2.64) 0.268*** (2.68) 0.754*** (3.77) 0.758*** (3.79) 0.876*** (3.84) 0.882*** (3.87)
-0.073*** (-3.24) -0.073*** (-3.27) -0.021 (-0.76) -0.024 (-0.87) -0.087 (-1.57) -0.089 (-1.62) -0.102 (-1.54) -0.105 (-1.59)
-0.053 (-0.86) -0.054  (-0.88) 0.111**  (2.34) 0.111** (2.35) 0.287*** (3.16) 0.285*** (3.15) 0.472*** (3.44) 0.469*** (3.43)
-0.658*** (-2.67) -0.656*** (-2.66) -0.349** (-2.35) -0.347** (-2.32) -0.267 (-0.97) -0.263 (-0.96) -0.291 (-0.92) -0.290 (-0.91)
-0.136*** (-10.07) -0.136*** (-10.06) -0.085*** (-5.62) -0.085*** (-5.59) -0.123*** (-4.38) -0.123*** (-4.36) -0.102*** (-3.61) -0.101*** (-3.58)
0.074 (0.35) 0.074 (0.35) 0.137 (0.70) 0.128 (0.66) 0.353 (0.60) 0.350 (0.60) 0.475 (0.94) 0.472 (0.94)
1.740*** (5.40) 1.739***  (5.40) 0.009 (0.04) 0.007 (0.04) 0.078 (0.19) 0.075 (0.18) 0.599 (1.12) 0.596 (1.10)
0.012 (0.19) 0.012 (0.20) 0.025 (0.52) 0.024 (0.51) 0.082 (0.85) 0.083 (0.86) 0.138 (1.07) 0.139 (1.08)
-0.038  (-0.24)  -0.040  (-0.25)  0.023 (0.12) 0.023 0.12) 0.142 (0.44) 0.138 (0.43) 0.228 (0.71) 0.222 (0.68)
0.086 (0.83) 0.085 (0.83) 0.070 (0.69) 0.075 (0.75)  -0.081 (-0.33) -0.081 (-0.33) -0.288 (-0.90) -0.289  (-0.90)
-0.014 (-1.01) -0.014  (-1.00) -0.019* (-1.70) -0.020* (-1.70) -0.026 (-0.93) -0.026 (-0.91) -0.009 (-0.23) -0.007  (-0.19)
0.038*  (1.85)  0.038* (1.85) 0.019 (1.01) 0.020 (1.03) 0.016 (0.40) 0.016 (0.41) -0.035 (-0.62) -0.034 (-0.60)

Yes Yes Yes Yes Yes Yes Yes Yes

Yes Yes Yes Yes Yes Yes Yes Yes

Yes Yes Yes Yes Yes Yes Yes Yes

9,635 9,635 9,331 9,331 8,269 8,269 7,308 7,308

0.188 0.188 0.177 0.177 0.184 0.184 0.259 0.259

33 33 33 33 32 32 31 31
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Table 6. CEO Compensation Homogeneity and Primary Contract Attributes

Note: This table shows OLS estimates based on model (3), where the dependent variable is Homogeneity and the
independent variables of interest are five primary contract attributes. Column (1) presents the estimates for model
with Homogeneity_ed as dependent variable, while column (2) presents the estimates for model with
Homogeneity_md as dependent variable.

Both regressions include fixed year and industry effects. t-statistics are reported in parentheses and are based on
standard errors that are clustered by firm. Levels of significance are indicated by *, **, *** for 10%, 5%, and 1%,
respectively.

Dependent variable: Homogeneity:

VARIABLES (1) (2)
Payt -0.010 (-1.53) -0.036*** (-2.70)
Award_equityt 0.344*** (24.57) 0.422%** (14.12)
Vest_longt 0.237*** (11.57) 0.631*** (18.56)
PerformanceBaset -0.175*** (-6.47) -0.551*** (-12.00)
Measure_accountingt 0.202*** (8.45) 0.580*** (13.46)
Common_risk.1 0.056*** (3.60) 0.083** (2.52)
Common_owni.1 0.114** (2.12) 0.270** (2.18)
Board_sizew1 0.052*** (3.55) 0.076** (2.24)
Board_ind.1 0.073 (1.61) 0.228** (2.42)
Board_busy:.1 0.021 (1.41) 0.057* (1.68)
Consultant; 0.064*** (3.92) 0.112%** (3.49)

CEO attributes:
CEO_age; -0.080*** (-2.70) -0.120* (-1.87)
CEOQ_tenure; -0.006* (-1.65) -0.007 (-0.78)
CEO_chair; 0.002 (0.24) -0.002 (-0.14)

Firm attributes:
ASSETw1 -0.018*** (-4.29) -0.033*** (-3.69)
MTBt.1 -0.005* (-1.67) -0.006 (-0.74)
Leveraget.1 0.012 (0.74) 0.016 (0.42)
Analyst., 0.021*** (3.09) 0.023* (1.75)
BlockOwni.1 0.012 (0.84) 0.015 (0.47)
ROA:1 0.002 (0.05) 0.092 (1.07)
RET¢1 -0.002 (-0.49) -0.004 (-0.39)
EarnVol4 0.061 (1.39) 0.065 (0.67)
RetVol.q 0.002 (0.04) -0.061 (-0.49)
Concentration; -0.104 (-0.76) 0.478** (2.01)

Year-fixed Effects Yes Yes

Industry-fixed Effects Yes Yes

Firm Cluster Yes Yes

Observations 9,635 9,635

Adjusted R-squared 0.339 0.325

Degrees of Freedom 42 42
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Table 7. Structure Homogeneity of Individual Contract Components

Note: Panel A of this table shows OLS estimates based on model (4), where the independent variables are individual
structure homogeneity of contract components: hg_Award, hg_Vesting, hg_performance, hg_target, and hg_pay.
The dependent variable is Homogeneity. Column (1) presents the estimates for model with main variables calculated
using Euclidean distance of PCA, while Column (2) presents the estimates for model with main variables calculated
using Mahalanobis distance.

Panel B of this table shows OLS estimates based on model (1), where the dependent variables are individual
structure homogeneity of contract components calculated with Euclidean distance of PCA. The independent
variables are identified firm and board attributes.

Panel C of this table shows estimates based on model (2), where the dependent variables are accounting or stock
performance in year t, t+1, t+2, and t+3, respectively. The coefficients on Controls are not tabulated in the table.
All regressions include fixed effects. t-statistics are reported in parentheses below coefficients and are based on
clustered by firm. Levels of significance are indicated by *, **, and ***, for 10%, 5%, and 1%, respectively.

Panel A. Overall Structure Homogeneity and Individual Component Structure Homogeneity

Dependent variable: Homogeneity:

VARIABLES (1) (2)
hg_Award; 0.203*** (29.56) 0.081*** (7.17)
hg_Vestingt 0.182*** (24.05) 0.205*** (23.33)
hg_Performancet 0.208*** (29.53) 0.260*** (25.33)
hg_Targett 0.112%** (26.47) 0.158*** (23.35)
hg_Pay: 0.325*** (36.59) 0.337*** (31.45)
Common_riskt1 0.035 (1.21) 0.045 (0.60)
Common_own.q 0.020*** (2.69) 0.016 (0.84)
Board_size.1 0.051** (2.23) 0.148** (2.48)
Board_ind.1 0.037*** (5.22) 0.067*** (3.07)
Board_busy:.1 0.019*** (3.16) 0.039** (2.07)
Consultant; -0.019 (-1.33) -0.006 (-0.15)

CEO attributes:
CEO_age; -0.005*** (-3.01) -0.004 (-0.79)
CEO_tenure; -0.001 (-0.18) -0.001 (-0.10)
CEO_chair; -0.001 (-0.57) -0.002 (-0.50)

Firm attributes:
ASSET:1 -0.003** (-2.22) -0.004 (-0.79)
MTBt.1 -0.010 (-1.22) -0.031 (-1.23)
Leveraget1 0.003 (0.93) 0.004 (0.52)
Analyst., -0.008 (-1.09) -0.031 (-1.55)
BlockOwni.1 -0.010 (-0.59) 0.040 (0.83)
ROA:1 0.000 (0.19) -0.003 (-0.58)
RET¢1 0.002 (0.09) -0.023 (-0.35)
EarnVol4 -0.067** (-2.19) -0.137* (-1.78)
RetVol.q -0.223*** (-2.96) -0.259* (-1.77)

Concentration;.,

Year-fixed Effects
Industry-fixed Effects
Firm Cluster

Observations
Adjusted R-squared
Degrees of Freedom

Yes
Yes
Yes

9,635
0.786
41

Yes
Yes
Yes

9,635
0.702
41
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Table 7. (continued)

Panel B. Firm and Board Attributes

VARIABLES
Common_riskt-1
Common_ownt.1
Board_sizet1
Board_ind:1
Board_busyt1
Consultant;

CEO attributes:
CEO_age:
CEO_tenure;
CEOQ_chair;

Firm attributes:
ASSET¢1
MTBt.1
Leverage1
Analysti.q
BlockOwni.1
ROAw1
RET:.1
EarnVoli1
RetVOlt.l
Concentration;.,

Year-fixed Effects
Industry-fixed Effects
Firm Cluster

Observations
Adjusted R-squared
Degrees of Freedom

Dependent variables:

hg_Award; | hg_Vestingt hg_Performancet hg_Target: hg_Pay:

@) ) ®) (4) (5)
0.080*** (2.91) 0.062** (2.43) 0.109*** (4.24) -0.012 (-0.30) 0.041** (2.24)
0.161* (1.79) 0.148* (1.82) 0.154* (1.92) -0.050 (-0.35) 0.151** (2.30)
0.045* (1.74) 0.016 (0.65) 0.054** (2.43) -0.036 (-0.84) 0.072*** (3.69)
0.137 (1.61) 0.168* (1.86) 0.073 (0.85) -0.215* (-1.88) 0.125** (2.16)
0.010 (0.38) 0.013 (0.54) -0.006 (-0.24) -0.014 (-0.34) 0.019 (1.03)
0.115*** (5.08) 0.076*** (3.33) 0.065*** (3.71) -0.166*** (-6.59) 0.147*** (6.62)
0.009 0.17) -0.078 (-1.53) -0.078 (-1.59) -0.048 (-0.64) -0.048 (-1.28)
-0.017** (-2.48) 0.001 0.17) -0.003 (-0.47) -0.002 (-0.16) -0.002 (-0.45)
0.010 (0.89) 0.008 (0.78) 0.001 (0.13) -0.041** (-2.21) 0.002 (0.22)
-0.015** (-2.30) -0.006 (-1.04) -0.022*** (-3.51) -0.042*** (-3.78) -0.025*** (-5.49)
-0.004 (-0.68) 0.003 (0.71) -0.004 (-0.78) 0.021*** (2.70) -0.014*** (-4.21)
0.003 (0.09) -0.001 (-0.02) -0.046* (-1.72) 0.053 (1.06) 0.071*** (3.37)
0.052*** (4.97) 0.035*** (3.44) 0.021** (2.19) -0.019 (-1.23) 0.031*** (3.29)
0.006 (0.25) -0.020 (-0.84) 0.022 (0.98) 0.076** (2.01) 0.011 (0.62)
-0.055 (-0.88) -0.088 (-1.62) 0.014 (0.26) -0.016 (-0.22) 0.067 (1.61)
-0.003 (-0.51) -0.002 (-0.30) -0.000 (-0.09) -0.014 (-1.20) 0.004 (0.72)
0.037 (0.38) 0.102 (1.23) 0.191** (2.16) 0.096 (0.95) -0.023 (-0.42)
-0.088 (-0.82) 0.107 (1.10) -0.035 (-0.33) 0.284** (1.97) -0.174%* (-2.31)
-0.234 (-0.81) 0.368* (1.68) 0.584** (2.21) 0.569** (2.14) -0.248* (-1.67)
-0.826%**  (-3.23)  -0.738***  (-3.28) -0.199 (-0.75) 0.607* (1.79) -1.039***  (-5.91)
0.080*** (2.91) 0.062** (2.43) 0.109%** (4.24) -0.012 (-0.30) 0.041%* (2.24)

Yes Yes Yes Yes Yes

Yes Yes Yes Yes Yes

Yes Yes Yes Yes Yes

9,635 9,635 9,635 9,635 9,635
0.194 0.146 0.366 0.359 0.209
37 37 37 37 37
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Table 7. (continued)

Panel C. Firm Performance

Dependent variables:

ROA: ROA:+1 ROA+2 ROA+3
VARIABLES ) @ @3) (4) 5) (6) 0 8)
hg_Award:: -0.006** (-2.22) -0.004** (-2.20) -0.009**  (-2.49) -0.005** (-2.23) -0.009** (-2.23) -0.004* (-1.69) -0.003 (-0.78) -0.001  (-0.48)
hg_Vesting: -0.002 (-0.59) -0.001  (-0.38) -0.008** (-2.01) -0.004* (-1.88) -0.010** (-2.35) -0.005** (-2.42) -0.001 (-0.21) -0.001  (-0.29)
hg_Performance: -0.001  (-0.20)  0.002 (0.96) -0.001 (-0.28) 0.000 (0.24) 0.000  (0.06) 0.000 (0.07) -0.001 (-0.21) -0.001 (-0.32)
hg_Target: -0.001  (-0.50)  0.000 (0.06) -0.001 (-0.59) 0.000 (0.11) 0.000  (0.07) 0.001  (0.59) -0.001 (-0.50) -0.000 (-0.10)
hg_Pay: 0.010** (2.32) 0.005**  (2.32)  0.004 (0.78)  0.001 (048 -0.002 (-0.36) -0.001 (-0.20) -0.002 (-0.34) -0.002 (-0.61)
Observations 9,635 9,635 9,333 9,333 8,284 8,284 7,342 7,342
Adjusted R-squared 0.481 0.481 0.417 0.417 0.417 0.416 0.409 0.409
Degrees of Freedom 37 37 37 37 36 36 35 35
Dependent variables:
RET: RETw+1 RETtu2 RETtus
VARIABLES 1) (2 (3 (4) (5 (6) (M (8)
hg_Award:: -0.074** (-2.56) -0.034** (-1.99) -0.022  (-0.83) -0.013 (-0.85) -0.004 (-0.08) -0.017 (-0.55) 0.009  (0.15) -0.010 (-0.27)
hg_Vesting: -0.018 (-0.67) -0.002  (-0.18) -0.014  (-0.64) -0.008 (-0.62) -0.036 (-0.76) -0.016 (-0.64) -0.071 (-1.26) -0.032 (-1.14)
hg_Performancet 0.016  (0.73)  -0.007 (-0.47) -0.016  (-0.74) -0.008 (-0.57) -0.023 (-0.50) -0.010 (-0.37) -0.045 (-0.88) -0.014 (-0.39)
hg_Target: -0.030** (-2.35)  -0.009  (-1.17) -0.021  (-1.19) -0.008 (-0.84) -0.000 (-0.02) -0.001 (-0.08) 0.003  (0.08) -0.006 (-0.28)
hg_Pay: 0.036  (1.08) 0.012 (0.69) -0.015  (-0.55) -0.009 (-0.65) -0.095 (-1.59) -0.059* (-1.91) -0.109 (-1.32) -0.067 (-1.60)
Observations 9,635 9,635 9,331 9,331 8,269 8,269 7,308 7,308
Adjusted R-squared 0.189 0.188 0.177 0.177 0.184 0.185 0.259 0.259
Degrees of Freedom 37 37 37 37 36 36 35 35
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