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The Association between Quality of Compensation
Committee, Managers’ Cash Bonuses and Firm
Performance

Hsuan-Lien Chu™ Nai-Yng Liu™~
Yen-Chi Chen™~  Pin-Hsuan Wu™~~

Abstract: The objective of this study is to discuss the substitution effect of managers’
cash bonuses and the quality of compensation committee on firm performance. In this
study we used public listed companies in Taiwan as our study sample and our sample
period is from Jan. 2011 to Dec. 2012. Cash bonus were used as a proxy for managers’
incentive compensation, and five quality characteristics (directors’ seniority, size of
compensation committee, frequency of meetings, members attendance rate and proportion
of independent directors) were used to measure the quality of compensation committee.
We used two-stage least squared regression to examine the effect of the quality of
compensation committee on the association between managers’ cash bonuses and firm
performance. Our results found that there is a substitution relationship exists between
managers’ cash bonuses and the quality of the compensation committee. This provides
evidence for the supposition that companies with a high quality compensation committee
could reduce cash bonuses and still achieve the same business performance.
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ROEt+1 100

CCQ: 0.077" 1.00

COMP; 0.077" 015 1.00
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LEV 41 -0.07 0.03 0.14™ 0.38"" 1.00
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€S R o i H LG m”‘*x:}ﬂﬂ- (Morse et al., 2011) - = F % + #k
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RECHFEMPE? > ABBH AT L5208 a FHE S RAMT B IFLEA
W& =JIFF (COMP) & ¥ 523 ¥ Apb (1=2.11, p<0.05) L | ¢ &
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Ties WpR BB P IS —FMEAR § R EHBIFEIEA > BT ERE
PRI A chI & e ) A # 2 FI Y o

Koo @A FRESFLATHPLEEES TR GRAT NS ML E > F
PAETRG AR IFIRY S KEEPLR § 0 G BTRESFR
LR AN EMBRECTFMORE > RFHBHEEARE LJIHFME 2P Hx
PR LR 6 R ERIRG F R B RE T & e ER R R B
EERE RS E LY

AP AEEL . U LE AR L RA O FHEPLARESTHBIFS

WARLEJIFPE LB P FREFF R %Wiﬁﬁ%?;g
o gam L s%frﬁ?’”ﬁ*“ FHERET 3 NFL T PEEL AL FPLR §
v ,;f@vg e R 3% 4 *“ﬁ# ¥ 2 %% (Conyon et al., 1995; Anderson and Bizjak,
2003; Sun and Cahan, 2009) > & ¥4 R € & B8 3 FF S A FHVe R Rof 2 B
BEFEE I HFLAM AT HMLRESTAR 0 RECJIFME L EY 2
TS EARSE » L dF AP BGR o ﬂ%ﬂ’“‘f FANFRFIR LR €~ HBT
SRARE S PIFPE L EG MY S i A B AT L Rk
FRLR € o2 gl FRggasd .

AP AR T LA AT o B M E Hnd AR S R
F (ROE) 3 F AP S (ROA) » & frs FrEm AR E IHPMLF2Z R
2P BEUERAFU TR HINA R 2EEHPMLR 65
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¥

b

T

z 3

w4
ey

>N

S ERLE
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AREFT LA LARRE CFPTR S K2 B FEEIL A ootk o 2 oh o S L |
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