

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Executive Compensation, Firm Performance and Corporate Governance: An Empirical Analysis

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			35 Pages
		
		

		Posted: 8 Feb 2006
		
		
		
	

	
		
			
			




	See all articles by Aditya ParthasarathyAditya Parthasarathy
Indian Institute of Management Calcutta
Debashish Bhattacherjee
Indian Institute of Management Calcutta - Human Resource Management
Krishnakumar Menon
Indian Institute of Management Calcutta


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: January 2006

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper investigates the determinants of executive compensation using the most recent data on firm performance, corporate governance and managerial compensation for a large sample of Indian firms. A linear regression model is used to develop explanations for total CEO compensation and the proportion of incentive pay that forms a part of the CEO's compensation. It is found that firm size is a significant determinant of both these aspects of CEO compensation. The results also show that CEOs who are promoters of their firms earn significantly more than ordinary CEOs. Such individuals also earn a much larger component of their compensation as incentive pay. In addition, this study also quantifies the significant divergences in compensation policies that are followed at firms in the public sector when compared to private sector firms. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Executive Compensation, Corporate Governance, Firm Performance

	
	

	
    

    
	

	
	
		JEL Classification: J33, G30, L25

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Parthasarathy,  Aditya and Bhattacherjee,  Debashish and Menon,  Krishnakumar, Executive Compensation, Firm Performance and Corporate Governance: An Empirical Analysis (January 2006).  Available at SSRN: https://ssrn.com/abstract=881730 or http://dx.doi.org/10.2139/ssrn.881730 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Aditya Parthasarathy (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Indian Institute of Management Calcutta  ( email )

			

			
			
				
				
				
					E-110, NTB
Joka, Diamond Harbour Road
Calcutta, West Bengal 700104
India

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Debashish Bhattacherjee

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Indian Institute of Management Calcutta - Human Resource Management  ( email )

			

			
			
				
				
				
					E-110, NTB
Joka, Diamond Harbour Road
Calcutta, West Bengal 700104
India

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Krishnakumar Menon

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Indian Institute of Management Calcutta  ( email )

			

			
			
				
				
				
					E-110, NTB
Joka, Diamond Harbour Road
Calcutta, West Bengal 700104
India

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    2,130

			

		
		
		
			Abstract Views

			    8,711

		

		
		 
		
			Rank

			   13,623

		

		
	


	
		
            
            	       16 Citations
		

	

	
		
			
				       23 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                
	
                    Corporate Governance & Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance & Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,470

                                    

                                    
                                        PAPERS

                                           15,736

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Corporate Governance: Compensation of Executive & Directors eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance: Compensation of Executive & Directors eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              949

                                    

                                    
                                        PAPERS

                                            2,438

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Employee Benefits, Compensation & Pension Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Employee Benefits, Compensation & Pension Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              662

                                    

                                    
                                        PAPERS

                                            5,760

                                    

                                

                                
                            

                        

                    

                
	
                    India Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                India Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              381

                                    

                                    
                                        PAPERS

                                            7,050

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Vikramaditya S. Khanna at University of Michigan Law School

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Executive Compensation

                        
                            By
                                
                                
                                    
                                    Kevin J. Murphy
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Are CEOS Really Paid Like Bureaucrats?

                        
                            By
                                
                                
                                    
                                    Brian J. Hall
                                     and 
                                
                                    
                                    Jeffrey B. Liebman
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Are CEOS Really Paid Like Bureaucrats?

                        
                            By
                                
                                
                                    
                                    Brian J. Hall
                                     and 
                                
                                    
                                    Jeffrey B. Liebman
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Do Corporations Award CEO Stock Options Effectively

                            
                                By
                                    
                                    
                                        
                                        David Yermack
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Other Side of the Tradeoff: The Impact of Risk on Executive Compensation

                            
                                By
                                    
                                    
                                        
                                        Rajesh K. Aggarwal
                                         and 
                                    
                                        
                                        Andrew A. Samwick
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Good Timing: CEO Stock Option Awards and Company News Announcements

                            
                                By
                                    
                                    
                                        
                                        David Yermack
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Good Timing: CEO Stock Option Awards and Company News Announcements

                            
                                By
                                    
                                    
                                        
                                        David Yermack
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Use of Equity Grants to Manage Optimal Equity Incentive Levels

                            
                                By
                                    
                                    
                                        
                                        John E. Core
                                         and 
                                    
                                        
                                        Wayne R. Guay
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Other Side of the Tradeoff:  the Impact of Risk on Executive        Compensation

                            
                                By
                                    
                                    
                                        
                                        Rajesh K. Aggarwal
                                         and 
                                    
                                        
                                        Andrew A. Samwick
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Stock Options for Undiversified Executives

                            
                                By
                                    
                                    
                                        
                                        Brian J. Hall
                                         and 
                                    
                                        
                                        Kevin J. Murphy
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.079 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
