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® PhD- Wisconsin-Madison

® 5 years in government research institute (KISDI) as a
research associate (in lieu of military service)

® 4 years in University of lllinois at Urbana-Champaign as a
faculty member

® Currently editorial board member at Journal of
Management Accounting Research (JMAR)
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® Performance Standards

(FE= 01TA &2 A1)
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From "Conflicting roles in budgeting for operations”, HBR p. 140



Elena Isinbayeva (Russian Pole Vaulter)

Category . Performance | Venue Date
Youth 410 m ?Eydgnszcz. Poland 1999 , July 18
\World Junior Championship |420m |santiago, Chile 2000 . October 8
.European Junior Championship | 4.40 m iGrcrsseto, Italy 2001 , July 21
Junior 4 46 m iBeﬂin= Germany 2001, August 2
IJunior 447 m iBudapest. Hungary 2001, February 10 .
u-23 Championship 4.65m Bydgoszcz, Poland | 2003 , July 19 -
\World (O) 482 m iGateshead, England |2003, July 14
World (O) 483 m |Donetsk. Ukraine 2004, February 15
World (O) 4 .86 m iE!udapest. Hungary 2004, March &
.Wodd (O} 487 m :Gateshead. England |2004, June 27
‘World (0) 489m |Birmingham, England | 2004, July 25
World (O) 490 m fLondon. England 2004, July 30
IWorId (=) 491 m !Athens. Greece 2004, August 24
‘World (O) 492m |Brussels, Belgium | 2004, September 3|
:-World (0) 493 m iLausanne. Switzerland | 2005, July 5 '
World (O) 495 m |Madrid, Spain 2005, July 16
World (O) 496 m annan, England 2005, July 22
\World (O} 5.00 m London, England 2005, July 22
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Some Key Papers

®Merchant and Manzoni (1989)
® Murphy (2001)
®|_econe and Rock (2002)



® Choice of Performance Measures

(O X|ES ALRSI0] MTHS SHE 2217}7)

10



s
GO H(KPI) MEIN] 2HNE

(Holmstrom 1979; Banker and Datar 1989)

o HHEXMZS &= (Informativeness Principle)
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(Bushman et al. 1995; Keating 1997)
o 7|HX A Mulx|E

- FIFU=E S FAJIX| (Market based Performance Measure),
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(Ittner and Larcker 1998; Ittner et al. 1997)
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(Ittner et al. 2003; Gibbs et al. 2004)
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ZICY S, SAlSt ZAEF (Moers 2005)
MSE (Favoritism) 0f] 2|t =
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(Lipe and Salterio 2000)
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(Matsumura and Shin 2006, Gong et al. 2011)
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® Pay-for-Performance Relationship
(SHE M| E} BAO| BAIS 0L AME| =0
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One Source of Data. . .

® Annual proxy statement filing (DEF 14A)

® Provides required disclosures on:
— Members of Board of Directors

— Beneficial ownership

— Compensation Disclosure and Analysis
= Report of Compensation Committee
= Summary of pay to select executives

= Details on compensation policies/contracts

22



Amgen Inc.'s Annual Bonus Plan

Financial Performance (60%0)

(3096)

Threshold Target M aximum Achieved sonel e
achievement rate
fevene $14,352 millior $15,102 millior 415,852 millior o5%
g e e [y ! 1 i R s 1 1 s e ! L=l
(30%a) ’ * "
148.7%%
Adjusted EPS — — N 2029

Achievement rate

Strategic Goals (40%)

VWWeighted achievement

(2%)

Launched products in Mexico
and Russia

Goals Sub-goals Result ot each Sub poal rate of each Goal
FD A approvals achieved
Target met for medical doctor’s
Successful Product A intent to prescribe 965
(1235) o,
pro‘duc't launch International launch targets not met 147.7%
(2026)
Product B Early completion of FDA filings 2259%
(8%) -
Execute key clinical studies Achieved critical milestones on 24 of 88%
(1055) 32 key clinical programs =
Adchranced 8 new product strateqy
Product development i o
(15%45) Earl roduct advancement 2%
¥ P (5%) Initiated 4 first-in-human studies 100%
1 program moved to an advanced
staqe
Achieved 103% of 2010 revenue
Commercialize existing target for these markets
preducts in new markets Achieved 33 new filings 186%
) : {39%:) Successful implementation
Expand internationally of partnership =
(5%) 131.6%6
Achieved timely filing of product A
Enter key emerging markets only in Mexico, Russia and Turke
b4 ging v ¥ 50%




Use of CS Measures in Bonus Contracts (Chen,

Matsumura, Shin, and Wu 2013 WP; Being revised for the 3 round review at The

Accounting Review )
Category Description in Proxy Statement n %
1 Does not mention customer satisfaction as a 2068 80.12%

performance measure for executives but
does mention other performance measures

2 Does not provide specific performance measures 89 3.45%

3 Mentions customer satisfaction as a performance 343 13.29%
measure for executives without disclosing the weight

4 Mentions customer satisfaction as a performance 81 3.14%
measure for executives and also discloses the weight

Use of Customer Satisfaction Measures = 1 if Category 3 or 4; 0 otherwise.

24
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=
Strategic Executive Pay Disclosure

(Hwang, Hyun, Kim and Shin 2013 WP; Being revised for the 274

] round review at The Journal of Management Accounting Research) |

FIGURE 1
Distribution of Strategic Disclosures from 2000 to 2009

Panel A: Sample Selection of Strategic Disclosures

Sample selection process Number of firm-

vears

All firm-vears from the Korean Stock Exchange during the 2000-2009 penod 6.260

{Less) Financial service firms (461)

{Less) Firms with insufficient financial data (256)

{Less) Firms with negative book values of equity (73)

{Less) Firms with non-compliance with executive pav disclosure regulations (284)

Final sample size 5,188

# of non-strategic disclosures: 2.010

) Strategic_Disclosure =0 # of aggregations of inside
= gifl;ﬂlssﬂéllplﬂs- ( = ) executive director pay and

outside director pav: 2_ 698

# of strategic disclosures: 3,176
(Strategic Disclosure = 1)

# of inclusions of part-time
directors: 478
(Part-time_Exec =1)
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=
What do I like in a paper?

® Interesting question
— Can | summarize in 2-3 lines?
— Can | take it to classroom?
— Why didn’t | think of this?

® Broader perspective

— Be honest: What does the paper add? Leave out?

33



e
More likes

® Easy read
— Place In literature, method, contributions, limitations

— Logical organization

® Descriptive statistics

— Frequencies, percentiles, cross-tabulations...

34



=
What bugs me?

® A paper in search of a question

— Write up of consulting project

— What is the insight? Why didn’t | think of this?

® | ack of a viable null
— Hla: A 10 story building is taller than a 9-story building

® Measurement

— The data drives the measure, not theory

35
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More bugs

® Stretched findings
— “Sign Is consistent”; “*=significant at 15%, one-tailed
— What is the insight? Why didn’t | think of this?

® Over-interpreted results
— We cannot explain everything!

® Giving all results equal importance

— Tell me what you think!
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How do I get data?

Proprietary

Can get at detail which is very important

Can ask innovative questions exploiting the detalil
But, it is hard to get...

Reqgulated industries
Hospitals, Airlines, Utilities, Insurance, Govt.?

Public

Financial data

International data

Databases from other disciplines (e.g., ACSI)
New internet based survey data

Self-generated

37
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