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. A

i

At 409 Az A9l o] B2 A7 Hrkeh 91 H WS Adshe
At E AlFsl gt 59 At 2 B 22 BAl 9 0o B ] A ﬁﬁ]@ -4 =
A3 A thre A A o] 24 AFdA] dEAQ] A 2 A8 F AvkBaiman
1982, 1990 ; Lambert 2001).

olZ gk th]Ql o] &o] AHH It 7l BHAAA el FRO] AT oldlste=H B 7]

£ shAINE 239 71 & 7 =, tieldlo] JHIA QI vkESolu AR A Q] FElE T 44
R EAA wat PEdthe Pl FA7E 47] Wil o] 25E EEE BAAAA S} &
Al BFEekA] gthe 7o) A7 7% SshlThPleffer 1998). & the]Qlo] 2o =5
£o] 93] At o & Ahg-ate] upEAskA] g 7| Holut A4 E =
7%= 31 tHGhoshal and Moran 1996 ; Cohen and Holder—Webb 2006). ©] &gt F%+
el 2ol /RS AR 7} S YvlslE g

REoA e &HE F e B4 A7l wet E8o] 2R3 dEth=
=397 Ad EHlﬂc’(agents) telele] 2xdAde 7H  d=s

= ZH &l 2 (principal) 18] a1 ©]7]Z Q(selfish)
1ﬂr(Holmstrom 1979) gy FH2 FAAA ] A
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Z2 Yl e thE Abgre] HAfo|u Ho floﬂ/ﬂ': A= ‘?l'?g T 01‘4 A& 7}5—0}3
thh) 3, AQlE Bl He Well e ohE 7iQ1e] BT A4le] BAHE Hlmake] xto] 7t gl
= 7% o] ztol7t iQle] B & & F ke Bolth weF A44le] BT vlw /e

£ 1] BAde] o]t Utk & 8ol Aad & 9lom (839 4 (inequity) 397 &F : Fehr
and Schmidt 1999 ; Bolton and Ockenfels 2000), == A2 HAdo] T & 7iQle] B H T 2Fo
W 88o] 7428 £ Yt Aolth (@ F(envy)7d &F : Bolton 1991 ; Kirchsteiger 1994).

2 ATl AFAQ tield] 2] 718 &5 71RE g E8AA A8 s
(social preference)®] stuteta & = Qe EFH A W v &S YA Ho R By x3E
o A BGA Gt Fejrt ol DA Db & don of| AP S 2t ole A A Bt o
At 53] A7) Mo s tE1zke] BAAte] 2 Q1gk tiefQlEe] Bl A5, T4
© 7 tERIzte] BAAto]l = Qlgk thefdle] MR &5 RE 3} afgith A4 ot thy

£ RE Aol A8 ojelel BelA PEPrhe ol7|Felbud) 7zt
12T e F7 A (fairess) | Y 34 (reciprocity)ol] i = 2 3k
AT} o] 5o thak AA| 3 £33 HEE Fehr and Schmidt(2003)



= AT ot T2 sele] Ayt HA WA
Stel = AL Ayt 3EE B34 &5 = 299 A 3 7KLazear and Rosen
Sl

1981 ; Holmstrom 1982 ; Nalebuff and Stiglitz 1983)1} €71<12] 37} o} & 7lQle] A3fel

S W " zA oA 9] BAK(Itoh 1991 ; Bushman et al. 1995)1 7%t} E AFoA & Eo]
obd )AL /Rl Afo® x| xA el tjgt BAX T o2 siRle] AHrt HA BAAA
Al xg=d U HA

D
R Nl
mO{

>4

T ﬁlﬂ—(Baker et al. 1988 ; Aggarwal and Samwick 1999 ; Lambert 2002).

AR, B33 31978 EAlete 4+ 1347\] R ASHT Jo - R e (pay—
performance sensitivity)7} 22 4= 912 ol A BT BA V) o] BollA AW
ste ART WA Yehdte S (Jensen and Murphy 1990)¢F ¥ & 7= ZF o7 =
st

Ui, thejdle] AAle] BT 919 oS Hluste] B3RS e A-role
o] AIteles FH3 719 oY e] wjEo = Fol(profit sharing)dle EAMA
o, ElRle] el B FA &e AF AUt el e wjiEEs she B kel
T USe Bk ojelg #A2 FZEol| 71oehA] & o]l wjitel FosA L, 1
EEHS EARAEEHE Wi ve dAS AT & de 24V 2 & ok

EAFA" tield] 2o 2% 94K E TP = Tt AR 28S 42 A
2+ Bartling(2006), Englmaier and Wambach(2005), Dur and Glazer(2007)7} 1t}.2) Bartling
(2006)= 27 9] tig]le] EAlstY HPE AL, A T8 2 AFSERELE /M
AP (LENEE) S o] 8ot B3] HAEAAA el ofid FaF= F+= A &4
3 A ke © Bt diefx = Adsta flov, 29 o] thelle] EAlshe YRty 1ea
F7H o2 AgEEEE JHste] 28 & 2 AT Aolvt Ak

£3] Bartling(2006)2] A= Azl rngel dxtaol ?ﬂﬁ] ZEHE 7}7<]_TL gJomg
(Lambert 2002) & A<} 232 Q1 v 3 % %
g 7b7} obd ®’ BAe]l HAo] B F vke fAR AR
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2) ©]¢]o| % Goel and Thakor(2006)7} 31T}, ©]
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Englmaier and Wambach(2005)= 1782] thg|lo] Exjste Ad&ollA F<lol thgh 35739
v ggo] EAete S UdF At AZH 7 2l Holmstrom(1979)2] HE /-84 43|
ol AujE & s Kl HE B AT ZHe st B g Bladow <l
PEAA o] HAHo] B F UFE Hole Ao - T AUtk o] wha) & AFelA &
&k o]t A7hEe] s ol disiA e TR Al BT
sl LAubARl P E e & Ao 2, 719 A= F 7HA (binary) 2 WERH
B8 H EFHA ] E BRI 233 FHE 7= 78 shellA FRlel| i

3 E 9% EA% Dur and Glazer(2007)9 A = 2 A9} A}

2 F d5s Boli oy By o] 7P o] A|gHA o]

l':L

i, A

AV = 2ES AT

°

AR = A I ES B8l ddS AuE ¢ »l 7he A= AT =N
Ad ATE 1% AN F e AZIE F71% St tHFehr and Schmidt 2003).

el A ALS] 2 H]al(social comparison)’} Y ES] A9l J&FS &
t}. Festinger(1954) AFEES AR fAEE YA l= b2 A3l ]
the ARl o] &5 AXSH oH, 53] Adams(1963)= 2 22Ul A

I3 I3tet vl ool eta —T— }aldth Akerlof and Yellen(1988,
Ao AESI 7HAAQ] HEo] 183 7199 A A=

= o]

R =
Fol ARG L ehe Ay RAWN Fas

1“

-
[¢]

3) Dur and Glazer(2007)& &3340k &0 il AFehs 28& A6t glot ge] Jed 2
FHve B3HAdeR He Aol o Fdsi.
4) T (fairness) 2 FH A (equity) LT} Fol] on = AlgEE fojo|t)



2 thBlinder and Choi 1990 ; Cambell and Kamlani 1990 ; Bewley 1999 ; Agell and Lundborg
2003). 53] Bewley(1999)= 712 dl57ZolA WF-dge 330l #H84ES AR
zlol| AX A olgh= AMES ERIsIA T

o] 249l A<l Fehr and Schmidi(1999)% ¥/l o #AE E3Hdol dig 39
(inequity aversion)® 7 ©|3ta1 Bl ool ¥ thE Qe WA Hlwste] AV 22 73
FE&Edo]l BASHE o R BEs) ot T Ui AT AA| B S FAl e sk
THYE 212} SF3ATES Rabin(1993)2 7)ol & & stollA] olEHQl 71+ sl &
MAE TRt ZHtel gtAl A-e] dl-$ste Aoz T v #4le 233 stk

71938 #HE AAHANME Tl Fag g Jdve B STAESC EAT
(Colquit and Greenberg 2003). <& £©] Kahneman et al.(1986)2} Piron and Fernandez(1995)=
LB Apof Aakate] jabA A ol A FAAd o] A8-5}aL, Greenberg(2002)= 719 W SH ¥ A%
g9l o] AEAF Q] E=ofl M= o tA Zode AEe] ke RS IRt 714

THLEC] I tal #HAE 7R U5 AlAKEFTH

A EAA| 2" e B3l FHA HAo] BEZH
3t} dlE £ Merchant(1998)<} David and Militello(1994)
= 240 MART Afod B4 23 B4/ o A=
Libby(2001)¢} Evans et al.(2001)2 dlAtoll A T3 Aol F oA 73%319 3 Cohen et al.(2006)
< AU EAbA ol thek AFATFE Sl FAF e A7He] 24 shell A il Qle] o] 714
A B9 FPodfe= 2 P9 FHAAL A9 A s G dnE AR S EEsith

ditelvt A7hNE T HE A FANA TS AT thE ol AFES Luft(1997)
7} B S A A TN Bl A B P9 E AR At 348 EAE v i1l
ke T4 2 s 2o sta itk B A9 718 HA 9A] ol AT BEE W st
39 39 F, 34740 vk o] Ay HAEAGE oW s FE A
BHua sk 3lolth

s
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2L $A%YA 9 principal? T He) AAH A the](agents) 0.2 o] £l <)
o diegle] Hgel GRS T it Thed} o] A AVE, BYOR I £E, B

E

5) o]9}= 22| Bolton and Ockenfels(2000)°l A& vl w32l 4 71919 ¥ Ata} vlwsleE Aol ol
Al Belehs mE Adlel BTEA vwstel H2HA AR SHA
6) 7HAA FA E3HA FACd s ARl gk RUEE, 5 BUEE, S0 QAL A, feft &

dz £ & o
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\:

EFRAHLE QIS H RS, o g Qe BRE o P Jlom 7} el Ao R
%?j_‘?}\ﬂr(ex ante identical).

U :u(wi) +ag(wi—wj)—c(e,;) i,jE{l,Q} N

B gk &8
PR &, wlw,)E B3 woll e Z83oln] Hido]
oh(u (w,) >0, u (w;) <0) B cle,) & =
xﬂzﬂ o7 ZF71 (¢ (e;) >0, (e;) >0)

B o )= BB P VI AEVFE deph el ol 1w 2ol —u, >i S
o] of ] Belel WA HA R AR AT (u,—u)) B 522 & W 4(0) el

ol Aol Wige] vl WART AAY Ao
HES F9L Ueitn & 5+ 9Ed 02 FHoR §5FEt
FHO o> 0)& $3940 AT 547 }7@5% Tk 3 Ale] el

s

7]'?<]J"’— Atte AL onEr|= gt
8) ¥ EYoM = s HAFe Ao|Zwt
(actlon adjusted wages)Ato| 2 £33/
ik

FYste] B3-S Hol v gl Ae 28-S AA B 24s AA 2 5

S =7A] && 4 7] WiEelth a2y B Ao Al A o2 FU3Hex ante identical) F
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., ow, L AW, 0w, af(xy,e,)/0e, ) ) )
— - = —puxo(—F7—-5—)/0x; X + - >0
“ ax1+ag (Bxl ax, px ol f(x,e,) Woxi > {u'(wy)+ag” (w,=w,)}
,, 0w, ,,  OW, OW,
>_ —
v ox, @9 ((9X1 00X,y (a)
(1 =HAD
ow ow
73 : 1. 772
P 0wy  ox,
ow oW oW
’U,” 1 >7Ctg/’( 1 2) 0
ax, ax, 09X,
— ow, <0 (b)
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(g2l Dell eJsha g 7HRle] HAd(w,)S Aol =S FUste] A2 A=A IK(a,) #RE of

H

Y} olHrhe A wAe e AR o el AEA () olE YT Eete
Ag ujgtt. ol= gl =g Ty AL rtestet B 74 ¥v tE dEd]
A7t HABGA ol 3= = A= Holmstrom(1979)2] 4 HH-84 2o ujse Ao
7 571 wek Adfolrh. drbd o 9339 <l delelAlE AAH7E B feldd =5
= 7 v B S gl fdS FEAIHEE el e ARe AR EAA G £
&2 g vk 2ol FEF89 oty ey vkeF Aot 9 Rl =52 FA &
= ARE A ] X3ste A BE A 9@ S oA Foste FolBE AR
atte As grlarl® o adel® ki (g 1)olA tiElQle] AHE Tt s F
7 e ohE dEQle] A2 AE HARGA G Xdete AL fEe BRI Ul B
T HEES =ol7] Agtoltt.

2310 Ao mpep BNk Fito] EAlE ko e} ohE tiEle] At tisiME K
Ate FiEo] EAldte AL Ae 594 Fdste et strlats defele] B &
THA0l T8F YIS FE v v AR G 2T Bdo] e "HEA e B
frake Fefe] BAAAge] EAF + des vt

AR el o] & stellA] g th2ile] BAto]l thE tiejQle] A=A Tl JEFs ve
FEe A ' B3 Augrte] F R E 28 A A, & e w5 A
7HaE diglle A At =ia Fe 2Tl EAlcke Ardle ' B dEvE A H
& 4 UTh(Itoh 1991 ; Bushman et al. 1995). =4, 2t thg]Qle] A2 7t A2 F5H E54
el wEH e A5 gt B o dglle At S1EeE daste AdErt
7} H A B3A ko] E 4 lth(Lazear and Rosen 1981 ; Holmstrom 1982 ; Nalebuff and Stiglitz
1983). 12}t & 2L 99| ol Aol s A] o T Bkl tiek g gl et

BYL A 2RO A HEGo] EASE A o|F B AF YHoR Y B
B GAR Fevt AARAA el @ 5 Utk A v g

ml

=2

B
t el o) ol 44 4 vl BEAAe] A(hel AAe At A4S B vl
Ao Aol A () a3E Fo, 2gHAe Mase (@el Nl & 5 %ol
B delle] Aavt Al Be (0] EAE F7) Bl F A w9k BA6] EAS
= A%ol AR ko] ow g R4S Wol A AnlE e} otk Beade] AU
S} $3RA WEGo] HA B NN JFL AW ga 2Pel B K HPL S}
sl chew 2t

12) ® B The telQle] A3t Ae) Bapel AGDe) BIE FE A4S onleie ke o

2 djglelel Habt Adlel Bl X)) AnE FE A9 vk
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z, =10a,)+0, z,=10Na,)+e

0%} e Ol FEFH T
o =Edvta spak od o

{(x,— Ha))?—2r(z, — Ia,)) (z,— I(a,))

1
(z),25lay, 0y) =
f 1 2191 2 27[_(1770)

+(a:2—](a2))2]
v Hegl 2

() 2,3 z,0l EFAQ =0l Fe DN 23S AU 5 Sk

= ow; ow;
1> 8%,: |7=0 8?7‘ |r 0>O
) Y 2840l ZvlstetE ofdal BE delele] Aot Bad JDe JFE
z 4 3ig
ow;
=, 5r >0

(
A% ool vl vlEaE ohest 2

,, Ow, ,, 0wy dw,y o f(xy sl apay)/0a, , , 9
—+ ———)=—puxa o, X + —
Uy 9 ( oz, or, ) K ( f(x17w2|a17a2) )/ Ty {ul (U)]) Qg (w] w2)}
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Inequity Aversion and

Optimal Compensation Contracts

Lee Yong Kyu*

{Abstract>

Unlike the conventional agency model, we assume inequity —averse agents from wages
difference, in additional to risk and effort averseness. In this setting, the information not useful in
the Holmstrom's (1979) sense, to performance evaluation can be included in the optimal
compensation contracts, which helps explain some gaps between the predictions of the standard
agency theory and reality. First, one agent's performance is a component in the optimal contract
of another agent, which in the standard model is the exceptional case with externalities between
agents' works or common uncertainties in the agents' environments. Second, relative performance
evaluation may not be an optimal contract even when there are common uncertainties exposed to
each agent, which contrasts with the standard agency theory. This explains rare empirical
evidences for relative performance evaluation. Third, under agent's inequity averseness toward
principal, firm—wide profit or allocated cost, though not useful to performance evaluation, can be
included in the optimal contracts, which is the not unusual case in reality, but inconsistent with
the existing theory.

<Key words> agency theory, inequity averseness, optimal compensation contracts, incentives, perfor-

mance evaluation
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