Review of Securities and Futures Markets, 29:2, 31-74 (2017)
DOI:10.6529/RSFM.2017.29(2).2

The Impact of Controlling Shareholders
on Executive Compensation

Cho-Min Lin
Department of Finance, Providence University

Li Cheng

Department of Accounting, Providence University

Yenn-Ru Chen

Department of Finance, National Chengchi University

This paper primarily investigates the effectiveness of pay-performance
sensitivity (PPS) of firms with controlling shareholders. Examining Taiwanese
firms public listed from 2006 to 2015, we find two main results. (1) Good
corporate governance enhances the sensitivity of pay to performance in general
case. (2) When there exist controlling shareholders, the controlling shareholders
with lower affiliation with the board of directors can provide more incentive
effect on PPS. In particular, the effect of controlling sharecholders on PPS
changes is subject to firm size and environmental shocks. The results suggest that
ownership structure and its affiliation with the board are essential to the effect of

compensation that however not yet documented in the related literature.
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