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The usefulness of accounting information in determining management compensation
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The purpose of our study is to investigate whether accounting information
plays an important role in management compensation contract, which is expected to improve the
corporate value. Although it is often implicit how to determine pay-for-performance sensitivity in
Japan, the disclosure of management compensation information is gradually enhanced, we are able to
inquire the details of the contract. Moreover, stock-based compensation has widely been adopted in
addition to cash compensation. We find accounting and security price measures of performance are
used in determining stock-based compensation.
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