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<Abstract>

This study investigates the impact of CEO overconfidence on pay disparity and future firm
performance. While previous research has primarily focused on the financial consequences of
overconfident managerial behavior, this paper examines how psychological traits affect internal
compensation structures and their subsequent influence on firm outcomes. Using a panel of Korean
firms listed on the KOSPI and KOSDAQ markets from 2013 to 2023, we construct multidimensional
overconfidence indicators (MOC1 and MOC2) following Kim, Wang, and Zhang (2016).

Empirical analysis reveals two key findings. First, CEO overconfidence significantly decreases the
pay gap between executives and employees. Second, the effect of CEO overconfidence on subsequent
firm profitability (measured by ROA, ROE) varies depending on the level of pay disparity. Although
CEO overconfidence negatively affects future firm performance, this adverse effect is mitigated in
firms with a larger executive—employee pay gap. These findings suggest that the interaction between
managerial cognitive bias and compensation structures plays a crucial role in shaping firm
performance. Our results provide practical insights for leadership assessment and incentive design.

<Key words> CEO overconfidence, pay gap, firm performance, tournament theory, equity theory
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AR A9l 7195 2o 718k an(Hayward and Hambrick 1997 ; Malmendier and Tate 2005,
2008 ; Graham et al. 2013), ©]o] W& BF= vgd oz £/ Ayslele 4FE Bd Aot
(Schrand and Zechman 2012 ; Lu 2020 ; Vitanova 2021 ; Kim et al. 2022). ]2 la}l 2 gz}
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2‘%]:
| thet < %—.2: =7 Brlete 7 3ko] 9l w(Malmendier and Tate 2005), ©] 218 A<=}
| e JAFFHMEA), T4 5 7190l Azt o] 712 Jabai e /5 YA

AR A2 dF4 ﬂ?M ﬂrﬁla AT R AgPATE Lu(2020)2 Vitanova(2021)2 A €]
ot AL Ztoliy] ofti= HoA o] Foke] &t - &gl Btk & B9, Lu
(2020)9] AT 20033 3HE] 2015371A] Astol oF AA el A7 G Y3t == A7 S Olﬁ"é}
o] CEOY #iIDo] =354 dF24x12) @ 95 1 Z(external guarantee)®)el] 1] X]& <
StAth o] Ao 7|24 F4L2 v FF(lower-level)e] ZHilAgko] Sl A9 }erﬂ
daFo] =2 FE(higher-level)e] AYAET H & dgS WS Zo= aﬂ*‘%‘M A=A}
Z Aoz Hokth BAA¥, CE0oY #ile A3 () #AE 7=
t}. olo] tigl o] AtE o] W 7] CEO7L Halgdhe] w2 52 CEO9 vl

o] o FeldQl AR ot ole o UL iy o oolA o ke BAS aTdtin
FAGh T3 CEOY] Al FHR 2719 o9 ()9 #AXe] de o= Ye
stk olof tis] Azkes HildEke] e CEOE FFEEae] MAEE 7ele 4] de A

o7 5HA45—],031—4_4)

kA e} &, Vitanova(2021)= £A44 23S o] 8-3te] CEO2| #4lo] TMT(top management
team) {te] FHA AFAA}, S A5E Y (pay inequality)= Aot Wl =30] HeAE B
UHE #Ao| A &8t FAZ S 2, Vitanova(2021)E 52 A2Z427F EUHE 128
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59 4T AMENE PP 5 Yok TR AN 7 &'8}111 CEOSl 1] o2 =
UHEZ B472S AUste 90 8 & 98T ¥4 23S Ba ANsAr 53, o
@7l $471 239 AARE HGTe] Y CEOE FFEAAE T AT
@ AHTE 98 wE8L o 277 Aoz Bk E o] AT BAA Ryo] ATT
t B9A NS EES W FF-294 219 tel BAlY 25| 4484E FFE B
= CEO% 3313, ek CEOE A1) wald] W g% HaFAgar]o] DA mA7L @

—_—

) ©] A7E CEOY] Fale] FehE B W), A, o, 97] L wg5Ee o /S ol §ekn k.
SpARE o2lgh CEOQ Il oo g {22 nlm AFEolA ol 8" Wi Aolrt vk
(Malmendier and Tate 2005, 2008 ; Malmendier et al. 2011 ; Graham et al. 2013 ; Kim et al. 2016 %).
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A9l Aol m| A dTe dHA JIFE nA = Aor gdd & gy ARA - TAA
(2018)= AGAF g gko] e A 28R & ARG 7T (—)e FeS n)H
A gk, o] et B A T ALY V|QLdTFE FAHE Ao IS Wit =, Ar1EQ
AR NA oSS F1317] ol MRS AES el wEote Axd AEke 34
5 Al gko] 71g7ER o A& FA 2 S nAA TS gethe AS AJARG
olxH 71E THEL AR Halg o] nlE| ool nlx= Jo] dEHOR HAZH o]
1B, AT, IE-EARA, 197 53 daAsdo 2 O g Eded 4 s
< HoFrh Ty o]9) 2 A FIE G 7|E ATES UEE 9FF 894
248 wa o, Y BTz 53] AIA -3dY 1 JdFF A7) o]y e #A ofH
e MA=AE BT AT AY ST EFEE T 2013 ; Aok - A1 2017 5 LG
A4z % - SFA 3] 2025).

3] '/;1}4 zpol ¥ opel, 24 o A AA|, AHREALL] 7|F, FDA 2
g4 2ed 3 22 719 W w3 9 A= e #HS 7HtH(Lazear and Rosen 1981 ;
Cowherd and Levine 1992 ; Siegel and Hambrick 2005 ; #4%8- 2021). TFeF 4l 4°J A2 7}
2 Y Be 7XAA O 2 F715FAE e, ole 2358 Al 38A 93 T
2 4 9Jti(Lazear and Rosen 1981 ; Kale et al. 2009 ; Vitanova 2021). ¥F, dFZA=}7}F 2o}
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webs] B AFE RAAE n A3 ko] BAE sl A4 IR JekA| &,
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A gt F 7] AS S
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ko] Atk HoA, Bt o] By FAARI H=E HE 7FsAde] o &, st 74
< ZHoverconfident CEOs)= H]3#A18= 7 9 AHnonoverconfident CEOs)E.t} #}HAl o] F& 3} A
N

so] HEth vt AztskeE Al Hat ool &I (better—than—average effect))E 714

5) Wit olge] T A7) Sol} A4 5 ThE Algtu wrhn Wrkehs AX4 WS e,
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1. d3age] AA

2 A7 BAe YA Ban 434 BACH 1), B3 3G B0 29 719

g3tel BAZL JEAR weh A 9 Lol | Yk o] E
AT Tl A3 A0 BFE Bate] 44 134 20 Hhel A

g BAS] skl 2
ZetaAt @k

D= Bo+ BiMOC~+ B,SIZE,~+ BsLEV,+ B,.GRW,+ SsMTB,+ SsROA;-;+ 57LOSS;-

+ BSREE—]_‘_ BQPPE;“‘ B/()R&Dt“‘ B]]SGA;“‘ B]zZSCOV@;“‘ B/3PROB;“‘ 514AGE[
+ BisOWN:+ B16BIG4:+ B1:.SPEC:+ B1sAnalyst;+ B1oFOR,+ 2IND+ 2YD+ &, (1)

ROA;+1(ROE, +1)= Bo+ BiMOC,+ .PD,+ 3:MOC, X PD,+ B,SIZE,+ BsLEV,+ B8sGRW,

+ B7MTB;+ BsR&D:+ BoOWN,+ B1oFOR,+ B1,0UT,+ B,.DIV,
+ B1sMKT,+ 2IND+ 3YD+ €, )

A7|1M, FEHT PO I —FY Y9 9542, ROA, ROECZ] Y8+

Pl = td= AEAR[=(E7I99e] WTERFY-FHAL] FFEEFA)/(F7]UL]

B RgFa];

PD2 =td% dFAAR[=(FLL] HTFEFY —FHLL] FFERFA)/(FUL] HE

/'-oﬂ)]

RO4A =t+19% 7|94 I ="7I&ol /7| 222440 ;

ROE =t+13% 7|9 I (=37]&0] /7| 2A 7| A

H#H YT

MOCI = t3% AT HuAS[Kim et al.(2016)2] WhEo] el F 9z ZalAdgko] =
< AR AEE /A A T 3N ol e ﬂ&ﬁ;‘—%}—t— A5 1, ofH ¥ 0]

MOC2 =td% FNAFE ¢ 1%1 [Kim et al.2016)9] W F£83F uFd - 752
(2020)2] ¥ o) we} AAt FalA Wﬂ =22 A0 qAEE 7 43 F 2
ool dE W % 1, ofd= 0]

EA¥ T

SIZE =td% FALe] AAZ gk

LEV = td= FAEE(=FFA/FA4D) ;

GRW = td%= W& A== —vEd izl ;
MTB = tdk ApEe] A37H)/3 E—ﬂﬂ ;

ROA = t-1d% F7]Eol /71 23t
LOSS =t-1d%= &AEA7IeH |, OM‘ﬂ 0;
RET =t 14% 99 A8E o8¢ 1dite] 23498

PPE =t FZARH=FZARYEAD) |
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R&D =td= ANdu|/mEd ;

SG4 =td% (I —aAFAde)ymEd

Zscore = tA%E Altman(1968)9] HPE o2 24k A TA Ak AR (—1)S FTF 7

RROB =td= =AM (=vEdd AAZ 1302 L5) ;

AGE =td% 7]99%(=4"9AFo] ARAZa3)) ;

OWN =td% WFFAELEFTTAANE 1) ;

BIG4 =td= Big 4 ALl A 7]dol™ 1, o}U™ 0,

SPEC =A% AAHAEARIGEGAT AFTEE 71222 A U AA &) 20% ©l
el 1, ol ¥ 0

Analyst =t % AFEA7PL = A5 1, ofd¥ 0

FOR =td% AR & ;

OUT = tdXx ALe]o]AMH]&(=ALe|o| AL/ 5 7] o] ALF) ;

DIV =td= dFudS AAIS 71deld 1, oUW 0

MKT =td%® 325 23710 1, f74d 27871del™ 0
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= A7 A9 FEUFA vy 79 AE SH 6] fa dFdTE 8t
KH 12712018 ; # A% 2021 ; Wenxing et. al. 2022 ; 725 - ?H3 3] 2025). 7414
o8, F7lwelds 72T AR Uie ROA(FA I E)9F B7]eeld s 7|27 |A2L
= WRE ROEGFPZ1ARZ] 9 8) F 7S $5MR o838k, & Aie o5 25 A9
t+1d=Es S4sksith

7hd 29} Bste] 2(2)e TWrE g &
A I3} 24719 7143 bl S(—)e) BAVE vebdE B2 é‘bﬂ( TES
oF - A1 2017 5 AR - TAIA 2018 5). whEHA] W AL B A A 2p1e] 7]
AT &9 FAE AT i) 98-S dow 4(2)9] AR MOC XPD
= T5W t+1d% ROA % ROES] el fro gt &(—)2l Alrgis Hebd Zeolth(8;<0).
Ty vhd dE AR B 9At Sl Ap71e] 714 e] ()el BAE A7) v
$9] 9gake 3t 2(2)9] IAHSE MOC XPDE £4H4¢] t+1d % ROA 2 ROE®] tia)
ol FH+)el Aol vehd 7ﬂ°1ﬂ(33>0)
3, 2 dTe VM 1= A5 W TSR] PDo = A= SAM g el A3
To] WS 83 AHBIAThAIAIS 5 2020 ; Wang and Li 2023 ). TAIH 2.2, 2)(1)
A @ AR 71 S4& Bl flel SIZE(ZIA ), LEVEF-AH] &), GRW(T
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9) Altman(1968)2] Zscore:= T3} Zo] =% H ) Zscore=3.3(BI/A)+(SALE/A)+0.25(RE/A)+0.5([CA
—CLJ/A). 9714, A= T2}, Bl Aldole], SALEE &9, REx o|do &, CAE F5AHh CL
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= BAI] 918 DIV(@EWME o E 28 el A - 1471 2018). B A3+
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T = HEREES 184757 719 —<A% ASHTh 7H 29 A5 BATE BARRE
EHPE 7|FC 2 20139 FE 2023120143 FH 2024) 7k o], DFE @79 21
THEAI7)E HERELS 194177 719 - A% AR AT <Table 1> 71 13} 20]) tjgk 3]
AR AdxE Aelgt slolth

A, E A A()I A Q) 2 aneE W F ARERIE FHE g3 gusE Al

QI YA AEHEEd thell Asl 1% WA 2% (winsorization) ¥ #4313t}

(Table 1) Sample Selection Procedure

Hypothesis 1 | Hypothesis 2
Non-financial firms listed on the KOSPI or KOSDAQ market from

Sample Sample
2013 to 2023 (2024 for fiscal year—end)
28,754 28,754
(—) Firms whose fiscal year—end is not December 31 (534) (534)

Firms without TS2000 data on executive compensation (average

(—) compensation per executive) or employee compensation (average (7,376) (7,376)
compensation per employee)

Firms with missing financial or control variable data required

— 2,302 1,386
) for variable construction ( ) ( )
(—) Firms under capital impairment (67) (41)
Final sample 18,475 19,417

<Table 2>o|& FEo AW E¥XE H 3313t} Panel Aol 7 1| ¥ES, Panel Boll&
7 2 EES Hug)

(Table 2> Industry Distribution of the Sample

Panel A : Hypothesis 1 Sample

Industry Frequency %
Manufacturing 12,093 65.5%
Construction 535 2.9%
Wholesale and Retail Trade 1,545 8.4%
Services 2,998 16.2%
Others 1,304 7.1%
Total 18,475 100.0%




(Table 2> Industry Distribution of the Sample (continued)

Panel B : Hypothesis 2 Sample

Industry Frequency Y%
Manufacturing 12,777 65.8%
Construction 549 2.8%
Wholesale and Retail Trade 1,578 8.1%
Services 3,189 16.4%
Others 1,324 6.8%
Total 19,417 100.0%

Note) The analysis period for the Hypothesis 1 sample covers firm—year observations from 2013 to 2023.
Because the Hypothesis 2 analysis employs a lead—lag specification, its sample consists of firm—year
observations from 2013 to 2024.

IAEAA AdHnle FEFE 2o, HelA Al FES AWS dEFE Hilst
Atk Panel AS BW, 7P | B8] A9 Aol M Az el W=7 7P Ba1(65.5%), T
o] AMH]2%(16.2%), Z=ull F 2:1|91(8.4%), 71EHT7.1%), 1144%1(2.9%) w22 VERATE Panel B
o] 7} 2 BEE A9} FASHAl YERET, AFGellA Al 2sde] RIEFrE 7HE B31(65.8%),
1 theo] AH|2~%(16.4%), = 2 Ami(8.1%), 71EK6.8%), 1A (2.8%) <ot}
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S Eshe S AAFEN=18,475)0lA4 22.6%°] 1, 57FA] 272 48 5 27) o3-S 1t
ot A57F AAFEEAA 51.5%U = Snlgith olelet Htgke] 2R & ), A}t H4l
dake] e 719E 53 E W Kim et al.(2016)9] {2 Ex9] Fito] FA FAE = W,
HEd - 791202009 W2 ARG O BA SHETE AL & 5 Utk S, AR
A SHAQ MOCE 58 SAX=E &4 o 5719 =0 F 370 o3 A5 1= o=
A7t o BeA]l S A 0] a(Kim et al. 2016), 5702 2= 5 27] o)) A5-E 12 sk
857k D Bl S eIt (e - A4l 2020). ©[AH MOCIF MOC2 3] Aol
Kim et al.(2016)] o] A<kt A2 HAId8F SH o 204 4 ol gt <Fx4e] 2}
oo At
(Table 3 Descriptive Statistics
Panel A : Hypothesis 1 Sample (N=18475)
Variable Mean Median STD Min Max
PDI 0.718 0.785 0.252 —0.692 0.969
PD2 0.555 0.646 0.343 —1.210 0.936
MOCI 0.226 0 0.418 0 1
MOC2 0.515 1 0.500 0 1
SIZE 26.258 25.972 1.513 22.652 33.753
LEV 0.419 0.416 0.202 0.056 0.881
GRW 0.089 0.042 0.351 —0.641 2.026
MTB 1.742 1.131 1.895 0.192 12.064
ROA, - 0.013 0.026 0.110 —0.442 0.301
LOSS, -, 0.304 0 0.460 0 1
RET, -, 0.045 0.006 0.240 —0.398 1.111
PPE 0.223 0.192 0.178 0 0.736
R&D 0.030 0.004 0.082 0 0.642
SGA 0.553 0.016 2.351 —0.216 19.129
Zscore —0.925 —0.934 0.746 —2.956 1.311
PROB 0.164 0.090 0.254 0.002 1.763
AGE 3.221 3.258 0.698 0 4.836
OWN 0.396 0.389 0.164 0.075 0.786
BIG4 0.430 0 0.495 0 1
SPEC 0.204 0 0.403 0 1
Analyst 0.484 0 0.500 0 1
FOR 0.067 0.025 0.101 0 0.526
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(Table 3) Descriptive Statistics (continued)
Panel B : Hypothesis 2 Sample (N=19,417)

Variable Mean Median STD Min Max
ROA, 0.009 0.024 0.112 —0.453 0.299
ROE, +; 0.000 0.038 0.225 —1.127 0.553
PDI 0.721 0.785 0.243 —0.600 0.969
PD2 0.558 0.645 0.336 —1.157 0.936
MOCI 0.232 0 0.422 0 1
MOC2 0.522 1 0.500 0 1
SIZE 26.223 25.938 1.511 22.581 33.753
LEV 0414 0.412 0.202 0.054 0.879
GRW 0.097 0.045 0.360 —0.620 2.087
MTB 1.773 1.166 1.872 0.192 11.774
R&D 0.026 0.004 0.053 0 0.336
OWN 0.402 0.395 0.164 0.076 0.787
FOR 0.065 0.024 0.099 0 0.523
our 0.290 0.300 0.173 0 1
DIV 0.548 1 0.498 0 1
MKT 0.625 1 0.484 0 1

Note 1) Variable Definitions : PD/=pay disparity 1 in year t, measured as (average compensation of

registered executives —average compensation of employees)/average compensation of registered
executives ; PD2=pay disparity 2 in year t, measured as (average compensation of all executives—
average compensation of employees)/average compensation of all executives ; RO4=firm performance
in year t+1, measured as net income divided by beginning total assets ; ROE=firm performance
in year t+1, measured as net income divided by beginning shareholders’ equity ; MOCI=indicator
variable equal to 1 if the CEO satisfies at least three of the five overconfidence criteria proposed
by Kim et al. (2016), and 0 otherwise ; MOC2=indicator variable equal to 1 if the CEO satisfies
at least two of the five overconfidence criteria following Park and Kim (2020), who adapt the
method of Kim et al. (2016), and 0 otherwise ; SIZE=natural logarithm of total assets in year t ,

LEV=total liabilities divided by total assets in year t ; GRW=sales growth in year t, measured as
(Sales; —Salesi-1)/Sales;-1 ; MTB=market—to—book ratio in year t; RO4A=net income divided by
beginning total assets in year t—1 ; LOSS=indicator variable equal to 1 if the firm reports a loss
in year t—1, and 0 otherwise ; RET=one—year excess stock return based on monthly returns in year
t—1 ; PPE=property, plant, and equipment divided by total assets in year t ; R&D=research and
development expenditures divided by sales in year t ; SG&4=(selling, general, and administrative
expenses —R&D expenditures) divided by sales in year t ; Zscore=the negative of the financial
distress measure based on Altman (1968) in year t ; PROB=Ilabor productivity in year t, measured
as the natural logarithm of sales divided by the number of employees ; AGE=natural logarithm of
firm age in year t ; OWN=ownership of the largest shareholder (including related parties) in year
t ; BIG4=indicator variable equal to 1 if the firm's auditor is a Big 4 accounting firm in year t,
and 0 otherwise ; SPEC=indicator variable equal to 1 if the auditor is an industry specialist
(defined as having at least a 20% market share within the industry based on the square root of total
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assets) in year t, and 0 otherwise ; Analyst=indicator variable equal to 1 if analyst coverage exists
in year t, and O otherwise ; FOR=foreign ownership in year t; OUT=proportion of outside
directors, measured as the number of outside directors divided by the total number of registered
directors in year t ; DIV=indicator variable equal to 1 if the firm pays cash dividends in year t,
and 0 otherwise ; MKT=indicator variable equal to 1 if the firm is listed on the KOSDAQ market
and O if listed on the KOSPI market.

Note 2) The Hypothesis 1 sample consists of firm—year observations from 2013 to 2023. Because the
analysis for Hypothesis 2 employs a lead—lag specification, the Hypothesis 2 sample consists of
pooled firm—year observations from 2013 to 2024.
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(Table 5> Regression Results for the Association between CEO Overconfidence and Pay Disparity : Hypothesis 1

PD,= Bo+ BiMOC,+ BSIZE,+ BsLEV,+ B.GRW,+ BsMTB,+ BoROA -1+ B-LOSS-1+ BsRET,

+ BoPPE+ BoR&D.+ $1:SGA+ Bi2Zscoret B1:PROBi+ B1iAGE + B1sOWN,

+ B16BIG4,~+ B17.SPEC,+ BisAnalyst,+ 8190FOR,+ SIND+ YD+ ¢, M
; Dep. var=PD1 Z52)
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0.070"** 0.070"
e [2.965] [2.001]
0.290"" 0.392"
Reb [5.003] [5.226]
—0.001 —0.001
S [—0.677] [—0.648]
Zscore —0.047" 0,056
[—8.059] [—7.245]
—0.126™ 0189
FROB [—4.964] [—5.485]
—0.004 0,005
Aok [—0.675] [—0.650]
—0.065" —0.116™
o [—2.510] [—3.344]
—0.020™" —0.026™
pe [—2.813] [—2.616]
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(Table 5> Regression Results for the Association between CEO Overconfidence and Pay Disparity : Hypothesis 1

(continued)
; Dep. var=PD1 e
Variables
Model 1 Model 2
.001 0,002
e 0073 [o2ig
Analyst 0.039™" 0.059""
[6.425] [6.965]
0178 0245
o [*OZ;SS] [*02.9f4]
2IND Yes s
21D Yes Yes
Clustered SEs Firm Firm
Ad. K 0.192 018
F Value 17.89™ 1777
N 18,475 18,475

Note 1) Variable definitions are provided in the notes to Table 3.

Note 2) The values reported in brackets [ | are t—statistics based on OLS regressions, with standard errors
clustered at the firm level.

Note 3) =##x, #*, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively (two—
tailed tests).

ol
L
o
it
o
o
{0 of
N
i)
O>~
i)
N

o ML

Al rlo
N
2
1o,
o
o2
™
o,
ye
rir
ao
ojl
o
SN
12
>,
pe
9,
N
st
il

(o it odk
%0,
&
=
Y
o2
>
|
£
ox
ot
o,
%0,

=
N,

¥0 2
lo
o
o2
D)
lo,

> 0o
i
&
HN
o
i}
AL
o
- g
oX ©

Q2
o
o2
D)
A<
r
A=
oS,
ol
i
N7
=)
=
dlo
J
lo,

(¢}
%
>

R rlo X o2 @ ox
=
fru
o
1%
21'4
(o
o ol
of

Dore ool M >
N

AC)
o iy

>
Hr
4y 2
)
=
L
hu




Aggko] AL AGAls HAJC R 2 dF5TS HoEd A9 -4 119 d=4201
BiA o2 AX= o] YERE & ATHLu 2020)

gtAo =z olgfgt Ao AL AYA Hrlo] a8A] 2 AGAte} vnE o 235
7144 Y FHAAME 719 WY o] Y Eujdel] 255 S(income inequality) 4] 7} &AY
& 7hsAel 9 Res gAlgt

14 5-87d(economic significance) WA= 83T} o & £0], 23 1
= Az F7kebd 719 —FH9 ¢t A=
FZQI E(basis point) A4st= A o2 YERY, MOC1©] 54
Z93)t}13)

718} BAM422] 7% SIZE, ROA, PPE, R&D, Analyst= 4 S2(PDI1, PD2)ol| tial <] 3k
K(+)9] BAIE, LOSS, Zscore, PROB, BIG4, OWN, FORE F&W Lo taf f-2ak S(—)9
HA R Uehith webs] 719 RIF 55, 7] SAeld Bl 5, @At B
T5, AN A Zo] BETE, AFEA7PE 248 A= A3, A7) E4EA7
4 A2 Al ko] S

Eris H
Ango] £24E, AFAA L] £24E QA A

o

i}

o]

0
8
oft
o
r)t
ox
o

o 1
N,
Q
e,
kN
S

o =
ofk
to
X
2 T A
-0,
o
o
>,
_O|L
2]
=
N
N

£ AL 7 29 A Hala w4 o] BAVE dFAA e uet GEAE Lot
gL o] g3t F|FAEA AAE <Table 6>0] Bustich oA =28 13}
2E F5WS7L 2719 ROAS] ATola, B9 37} 4% T4 57} 2719] ROEQ] AFjo|th. &
B2g 179 3L 5799 s 7o SHE S99 -EHY 1 d=AAE vERl= PD1
45 FULE VIEoE SHE YUY -FHY % dSAAE YEE
ol MOC1xPD1¢]3, B 27}

1.2 oka] <Table 5>}

[¢:

@)

a

X

o=

o)

)

o

=

i

A,

R

=

lo,

*1:11 o
o

o S

>

13) AAA Z7]= MOC1e ZFAA AN & Uehd s|AAFTE Fato] ALbsit) waha] oA
<Table 5>2] MOC12] EFH2}0.418)% <Table 5>2] MOC19] 3]AAG(—0.026)5 ztzt F3lo] 4=
a9, %47 PDIY W MOC19] B2 2x3]AAFE 0.418 X(—0.026)=—0.01087°]t}. T =

29| A% MOC19] 3 AAGF(—0.039)F 247t Fate] 2b&3H, T4 PD2Y © MOC19]

FAAEAAFE 0418 X(—0.039)=—0.0163°]T}. webd MOCI7} | EFAA} T716hd FU9

AFAZHPD2)E 163.0 Hlo]A 2~ FQE ZAasteE Ao Y, MOClo]l 9F2 =t

A G AAR R Fad 72 AL & 7 Aok a9 2 AAA ST AL Kim
o
[}

r{
)
iz
d



160  Asian Tax Journal Vol.27, No.2 (June 2026)
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A

F 1%l el g

<Table 6>°14 239] HI=E Yepll= F #2 23
1 o, 2% 37 4

o2 e, g 239 A9Hd Adj. R'E 23
T 0.1992 ek

$E A E
= EF 0.226°]

rlr r

=

(Table 6) Regression Results for the Interactive Effect of Pay Disparity and CEO Overconfidence on
Future Firm Performance : Hypothesis 2

ROA, +1(ROE, 11)= Bo+ BiMOC,+ B:PDi+ B:MOC, X PDy+ B.SIZE,+ BsLEV,+ B;GRW,+ 8-MTB,
+ BsR&D,+ ByOWN,+ B1FOR,+ B110UT,+ B12DIV,+ B1:MKT,

+ SIND+ 3YD+ ¢, 2)
Dep. var= ROA[H HOE[H
. Variable of Interest
Variables —MOCI XPD1 MOCT X PD2 MOCTXPD1 MOCT XPD2
Model 1 Model 2 Model 3 Model 4
Intercent —0217" —02127" —0.464"" —0.456
mereep [—6.965] [—6.766] [—7.108] [—6.938]
—0.023" —0.014" —0.070" —0.046
Moct [—2.842] [—2.732] [—4.030] [—4.311]
D 0.038"" 0.027" 0.057 " 0.039"
[6.219] [6.146] [5.334] [5.152]
0.026" 0.017" 0.077 0.058""
b QLD [2.557] [2.304] [3.502] [3.628]
0.007 " 0.007 " 0.016 0.016
SIZE [5.715] [5.781] [6.226] [6.236]
LEV —0.083" —0.083 —0.187 " —0.187 "
[—12.675] [—12.649] [—12.422] [—12.398]
CRIV 0.027 0.027 0.061 0.060
[8.824] [8.797] [9.524] [9.492]
0.001 0.001 —0.005 —0.005"
MTB [0.867] [0.860] [—2.308] [—2.301]
ReD —0.268" —0.268 —0.418" —0.419"
[—8.245] [—8.239] [—7.025] [—7.029]
0.082"" 0.083"" 0.143" 0.146
OWN [10.341] [10.476] [9.361] [9.494]

14) 3|FEA AaelA W ke vs3dd A7

pLa=

15 M9k o] VIF glo= AvEgith 1

Aol o5, <Table 6> 7% Dﬁé 1PrE1 494 VIF gto]l 7F4 & ¥4 MOoClol 1, 1 e
23 13 39 A 2T 82903, 23 29 49] A$ 2T 3392 et *&&ﬁtﬂ*e a3
37 &4 ﬂrowu VIF %ko] 102 A3|elA] o v =R <Table 6>9] A3} A ¥4 7F 5244

Ba= Azt

a4 eyt



(Table 6> Regression Results for the Interactive Effect of Pay Disparity and CEQ Overconfidence on
Future Firm Performance : Hypothesis 2 (continued)

Dep. var =ROA:+1 ROE; +1
Variable of Interest
il MOC1 X PD2 MOC1T X PD1 MOC1 X PD2
Variables —MOCTXPD/ oC oC oC

Model 1 Model 2 Model 3 Model 4
FOR 0.094 0.094 0.124 0.125

[6.702] [6.730] [4.965] [5.009]
ouT —0.019 —0.012 —0.034 —0.022

[—2.991] [—1.866] [—2.666] [—1.663]
DIV 0.052"" 0.052"" 0.088" 0.088 "

[22.130] [22.083] [20.191] [20.117]

0.015 0.015" 0.029"" 0.029"
MKT

[5.175] [5.099] [4.690] [4.616]
2IND Yes Yes Yes Yes
2YD Yes Yes Yes Yes
Clustered SEs Firm Firm Firm Firm
Adj. R 0.226 0.226 0.199 0.199
F Value 4296 4276 3325 33247
N 19,417 19,417 19,417 19,417

Note 1) Variable definitions are provided in the notes to Table 3.

Note 2) The values reported in brackets [ | are t—statistics based on OLS regressions with standard errors
clustered at the firm level.

Note 3) =, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively (two—
tailed tests).

<Table 6>2] Z3}E AT EH, WA MOCI-S £4¥ 4 ROA 19 ROE o tI3l] 25 1% 4
TAA Feldt ()9 #tolth o= AGAt Hilo] e 719S 238 A ¥ 7Ige] AFET
TR o Foll Faglo]l 2719 oo S E 71983 o Yol Ao & YEhith
Ade APAFe A SEEE 5 2013 ; Aok - FAA 2017 5 AR - FAA 2018
A=A PD1Z PD2E E4W S ROA+ 19} ROE 4 °] T3l 25 1%

[¢]
-

°). =g FrollA fref
g K +)9l ol YElTh ole dadAt 275 2719 79T ¥ =2 AS et
23 13} 29] FAWMS MOCI XPDI1 & MOCI XPD2E 44 ROA+ © el 2% 5% 5
TAlA frelgt K(+)e %k% E3 28 33 49] AWM MOCI XPD1 & MOCI XPD2E
FTEHT ROE O tall 25 1% FFollA Foe H+)9 ez Uehsith olefd d3t=
BRA AT 271 719783 e () #AVE A=A 245 2FsK(weaken)HTHE A
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o} 3 MOCI XPD12] 3AAG 0.0262 230 E AGA Yol 1 2FHA7) ¥3}
SHH(Z, <Table 4> H1u¥ PD19] EFHAE 0.252), MOC1©] ROA; o PIA& HA<Ql
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PES FESHE Wl ohd Ao tehduh 3 /1 29 A% A BHle] 9k 719 e
S84 @ AR A7) A GAHE R, AN E, ARl B FRACR o
A, v 94 Gl Qe A1 GFAL 252, F 4Tl U FDAL
e JFE BLFE, A9 A9t JhHoR AREE A0 Vebd oleld wa
Se T gAd g PeAA ge FATE Ao AZE FAS AT

gk ¥ Kim et al.(2016)2] WHES 8
A1 Kim et al.(2016)2] MOC 3w tisl] 24 o] el 4=} A
1, o™ 031 AR 7 g v olrhie) o2k MOCe] Ael4 Sl whet A2 %
7F A & golr 7| f)3te] & Ao #Ed - 71421(2020)2] MOC S WH <1 MOC2
2 238 T 744 13} 20 a8l <Table 5>9F <Table 6>2 THA] 3]984S =88] Hkr).
I A3 <Table 7>°l AASIAT AWY BANSFE FHOR 3 Qg E B

(Table 7> Robustness Test 1 : Alternative Measure of CEO Overconfidence (MOC?2)

Panel A : Hypothesis 1 Sample

) Dep. var=FPD1 PD2
Variables
Model 1 Model 2
—0.037"" —0.052"
Moc2 [—7.034] [—6.855]
Control variable Yes Yes
2IND Yes Yes
2YD Yes Yes
Clustered SEs Firm Firm
Adj. R 0.194 0.191
F Value 17.87 17.776™
N 18,475 18,475

16) <E E°], Kim et al.(2016)9] WPE o2 23 3P <Table 3>9] MOC19] < 022691 ¥HA, uf
A - 714221(2020)2] ¥ o & 2781 <Table 3>9] MOC29] HTL 05152 A9} vl wapH FE
A AR Hal Fro]l Bk YA SAE = 540 Uth

=2, o\
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{Table 7> Robustness Test 1 : Alternative Measure of CEQ Overconfidence (MOC2) (continued)
Panel B : Hypothesis 2 Sample

Dep. var =ROA:+1 ROE; +1
Variables \/agz;g CZ)Z’Z??“ MOC2x PD2 MOC2XFPD1 MOC2XPD2
Model 1 Model 2 Model 3 Model 4
—0.013" —0.005 —0.036" —0.015
Mocz [—1.669] [—0.994] [—2.523] [—1.688]
D 0.031° 0.022"" 0.038™ 0.027™
[3.806] [3.909] [2.991] [3.016]
0.024" 0.016" 0.067™ 0.049™
MOCZXPD [2.440] [2.268] [3.765] [3.774]
Control variable Yes Yes Yes Yes
2IND Yes Yes Yes Yes
2YD Yes Yes Yes Yes
Clustered SEs Firm Firm Firm Firm
Adj. R 0.226 0.225 0.199 0.199
F Value 42.79" 42.58" 33.02"" 32.96™
N 19,417 19,417 19,417 19,417

Note 1) Variable definitions are provided in the notes to Table 3.

Note 2) The values reported in brackets [ | are t—statistics based on OLS regressions with standard errors
clustered at the firm level.

Note 3) =##x, ** and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively (two—
tailed tests).

<Table 7>9] A5 B, WA Panel AclA 7Fd 19 #4¥F MOC2& F5% S PDI B
PD2¢l #Aglo]l BT 1% FollA Fo e 5(—)< #ko] Uebskth EgF Panel BollA] 714 29
gk 23 13} 29] TAIWS MOC2 XPD1 B MOC2 XPD2E £4H 5 ROA - © sl =%
5% FeodA Fog KHHe @S, =g 2F 337 49 J&@bﬂ MOC2XPD1 &
MOC2 xPD2E F4H4= ROE o tall 25 1% F=TollA #28 oK +)2 gkel vebstt ¢
213t A3 A <Table 5> 2 <Table 6>2] Axle}l AAH oz AX|3hc} 18]3F Hol| A oA
<Table 5> % <Table 6>2] 7} 17} 20 tfgt £ A= ZAGA; Bile] e SA (A =,
Kim et al. 2016 vs. ¥ - 142Q1 2020)] wa} 9teiA = @2 AS AT 5 <)

B Ao T A A 24 7K 19 A AAE U #AE BAS] S8k A1)
o] oA AWz e A7|t-195%) z}E £ ol &3 A= EAZ A} A do}
Bz} gt MPAFTES A1} 28 (lag model)S o] &3HH HAA WAA EAlS HAAZ
4 Atta F43THGe and Kim 2014 ; Wang and Li 2023 5). whgha] 2 do] = WHx) 7AA]
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BN e A2 B8-S o] &31e] <Table 5>2 T 3|AEA S £38) Hth!) 1 Aye o
&9] <Table 8>3 2t} 9% o= MOC19] AFo| (R 13} 2), LE% T MOC29]
Aol 33 4).19

<Table 8> AZt5 B, 7Hd 19] #A4IW4 MOCIS 495 PD1 2 PD2ol| #AIgle] =
T 1% FEAA T S()9 #E Bk T #AWS MOC2 9] F5WS PDI B
PD20 “daglo] 27 1% ofellA froldh &(—)el #olvh o] A¥t= g7 Il A543t
kel A WY BAS Arstelr] detal Ad B8-S o] SalE 744 13 BAF <Table
s>¢) 8 AT AerE AL e,

A<

(Table 8) Robustness Test 2 : Using Lagged CEO Overconfidence Measures

, Dep. var=PD1 PD2 PD1 PD2
Variables

Model 1 Model 2 Model 3 Model 4

—0.038" —0.026™"
Moci [—4.331] [—4.151]

—0.054™" —0.039""

Mocz [—6.998] [—6.986]
Control variable Yes Yes Yes Yes
2IND Yes Yes Yes Yes
2YD Yes Yes Yes Yes
Clustered SEs Firm Firm Firm Firm
Adj. R 0.188 0.191 0.191 0.194
F Value 16.82° 16.96™ 1691 17.07°
N 16,281 16,281 16,281 16,281

Note 1) Variable definitions are provided in the notes to Table 3.

Note 2) The values reported in brackets [ | are t—statistics based on OLS regressions with standard errors
clustered at the firm level.

Note 3) =##x*, ** and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively (two—

tailed tests).

theo R, Az Frldake] dle 7193 28R &2 719 VIR, FAME, 94,
877 T 719 S 2folE B 4 9lem, o] Aol dF ARt dEF= nAE 5 3l
o mebd B oA A WA A BAeR ZHd 1o el A3l (propensity score

17) 71 29} #&A g <Table 6>2] A= v Alak R oz FAEQ 7o, & Ho F x|l ZF4 4
2 M 1S FHog AuEr

]8) @7] Z}'a‘?i% 0]%1’ 73)“?*}{:‘ %];-}\‘1 <Table 5>9] E%m:18’4757ﬂ 7]‘1@]*03_‘::_)1\:} Zﬁ“ﬁ\_% E—E—(N:
16,28170 719 —AE)o] o] &= Tt
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matching ; PSM) A1 S M E2 F343)] Byt ol & Hd & A+= #AS7Fs3 7199 A
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(Table 9> Robustness Test 3 : Results Based on Propensity Score Matching (PSM)

, Dep. var=PD1 PD2 PD1 PD2
Variables
Model 1 Model 2 Model 3 Model 4
—0.01 —0.
coel [ —02(.]4898] [ —O 3(?328]
—0.040 —0.053
Moc2 [—5.829] [—5.355]
Control variable Yes Yes Yes Yes
2IND Yes Yes Yes Yes
2YD Yes Yes Yes Yes
Clustered SEs Firm Firm Firm Firm
Adj. ):a 0.193 0.184 0.202 0.197
F Value 23.84" 22347 27947 23.88"
N 6,950 6,950 13,021 13,021

Note 1) Variable definitions are provided in the notes to Table 3.

Note 2) The values reported in brackets [ | are t—statistics based on OLS regressions with standard errors
clustered at the firm level.

Note 3) =, ++, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively (two—
tailed tests).
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AR, AR B4 met BAAIT) APEARIAE FUtE dotE At gt o] & 9
A AFE o E 2SS KOSPIZH KOSDAQRE Wro] A H a1, 7FA1el E4-8 Big 4 3|7
Helo F(Big 4 vs. non-Big 42 F&& o] A E 3t gt o) Bd 374 A
£ <Table 10>3} 2t} A WA AARAFE A 02 T2 B89} <Table 10>2] Panel AE
KOSPI vs. KOSDAQ ¥ ¥-o tfgt £ 430 11, Panel BE Big 4 vs. non-Big 4 ¥l 3k
Aztoltt.

it

(Table 10> Additional Analysis 1 for Hypothesis 1

Panel A : KOSPI vs. KOSDAQ

KOSPI Sample KOSDAQ Sample
Variables Dep. var=FD1 PD2 PD1 PD2
Model 1 Model 2 Model 3 Model 4
= e | e | e | e
Control variable Yes Yes Yes Yes
2IND Yes Yes Yes Yes
YD Yes Yes Yes Yes
Clustered SEs Firm Firm Firm Firm
Adj. R 0.204 0.193 0.194 0.202
F Value 7.690™ 7457 11.86 12.98"
N 7,114 7,114 11,361 11,361
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(Table 10y Additional Analysis 1 for Hypothesis 1 (continued)

Panel B : Big 4 vs. non—-Big 4

Big 4 Sample non—Big 4 Sample
Variables Dep. var=PD1 PD2 PD1 PD2
Model 1 Model 2 Model 3 Model 4
—0.023™" —0.031"" —0.023™ —0.040™"
Moci [—2.796] [—2.585] [—3.101] [—3.831]
Control variable Yes Yes Yes Yes
2IND Yes Yes Yes Yes
2YD Yes Yes Yes Yes
Clustered SEs Firm Firm Firm Firm
Adj. R 0.199 0.188 0.193 0.196
F Value 10.45™ 1037 12.83™ 13.60™"
N 7,940 7,940 10,535 10,535

Note 1) Variable definitions are provided in the notes to Table 3.

Note 2) The values reported in brackets [ | are t—statistics based on OLS regressions with standard errors
clustered at the firm level.

Note 3) #xx, *x, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively (two—
tailed tests)
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(Table 11> Additional Analysis 2 for Hypothesis 1

Panel A : High vs. Low Foreign Ownership

High Foreign Ownership

Low Foreign Ownership

Variables Dep. var=PD1 PD2 PD1 PD2

Model 1 Model 2 Model 3 Model 4

moct Cime | raoe | rase | [o4ss0
Control variable Yes Yes Yes Yes
2IND Yes Yes Yes Yes
2YD Yes Yes Yes Yes
Clustered SEs Firm Firm Firm Firm
Adj. R 0.196 0.188 0.162 0.165

F Value 10387 9.740 " 10027 1027
N 9,237 9,237 9,238 9,238

Panel B : High vs. Low Largest Shareholder Ownership

High Largest Shareholder Ownership

Low Largest Shareholder Ownership

Variables Dep. var=PD1 PD2 PD1 PD2

Model 1 Model 2 Model 3 Model 4

wocr o | e | e | e
Control variable Yes Yes Yes Yes
2IND Yes Yes Yes Yes
2YD Yes Yes Yes Yes
Clustered SEs Firm Firm Firm Firm
Adj. R 0.150 0.150 0.255 0.255
F Value 6.195 7.058 17.64 16.42
N 9,237 9,237 9,238 9,238

Note 1) Variable definitions are provided in the notes to Table 3.
Note 2) The values reported in brackets [ | are t—statistics based on OLS regressions with standard errors

clustered at the firm level.
Note 3) *#*, ##, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively (two—

tailed tests).
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(Table 12) Additional Analysis 3 for Hypothesis 1

between CEO Overconfidence and Pay Disparity

: The Mediating Effect of ROA on the Relation

D[:BO+ B[MOC[+ BZROA[—]+ BjMOCtXROAt—]+ B4S]ZE;+ BjLEK+ BﬁGRm+ ,87MTB[
+ BsLOSS; -1+ BoRET, ;+ B1oPPE,+ 511R&D;+ 51:SGA,+ [813Zscore;+ B1.PROB;

+ B1sAGE,+ B1s0O0WN,~+ B17:BIG4,+ B1sSPEC,+ B/Mnalyst,+ B20FOR,

+2IND+2YD+ ¢,

3)
Dep. var=FD1 PD2 PD1 PD2
Variables Model 1 Model 2 Model 3 Model 4
Variable of Interest=MOC1XROA Variable of Interest=MOC2 X ROA
Moc [ *O 4023 1] [ *0 40§24] [ *0 70230] [*0 703;4]
ROA 03227 0252 0207 0.150
[6.128] [6.500] [3.101] [2.927]
Mocx koA ot et 99 s
Control variable Yes Yes Yes Yes
2IND Yes Yes Yes Yes
2YD Yes Yes Yes Yes
Clustered SEs Firm Firm Firm Firm
Adj. R 0.189 0.192 0.192 0.195
F Value 1755 17.65 17.80" 18.28"
N 18,475 18,475 18,475 18,475

Note 1) Variable definitions are provided in the notes to Table 3.

Note 2) The values reported in brackets [ ] are t—statistics from OLS regressions with standard errors
clustered at the firm level.

Note 3) =+, ** and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively (two—
tailed tests).
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