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Abstract

I examine the effect of the Sarbanes-Oxley Act of 2002 (SOX) on the structure of
executive pay. Specifically, I consider the increased board oversight implied by SOX,
which is expected to weaken the pay-for-performance link under traditional agency
models. Alternatively, if entrenched CEOs managed to capture the pay process before
SOX, stronger boards are expected to reduce CEO pay for luck and strengthen pay for
performance. Using ExecuComp

data, I find that the pay-for-performance link increases after 2002, while pay for luck
decreases only in firms with weaker board oversight prior to 2002, that is, in firms more
affected by SOX stipulations. In contrast, the pay-for-performance link changes little in
firms with independent boards.

Abstrakt

Ve své praci zkoumdm dopad Sarbanes-Oxleyho zdkona z roku 2002 (SOX) na
strukturu  odménovadni manazert. Zvlast¢ se zabyvam zvySenym dohledem
predstavenstva, ktery zavedl SOX, a z kterého v tradi¢nich vlastnickych modelech
vyplyva oslabeni vazby odménovani s vykonem. Jestlize pfed SOX dokézali pevné
usazeni manazeifi ovladnout proces odménovani, u silnéjSich rad se ocekava snizeni
odmén manazerd za firemni vykon diky Stésti a posileni odmén za zaslouzeny vykon.
S pouzitim dat ExecuComp shledavam, ze vazba s odménovani za vykon roste po roce
2002, zatimco se odmeéna za $tésti snizuje pouze u firem se slabsim dozorem rady pred
rokem 2002, tzn. u firem vice ovlivnénych ustanovenimi SOX. Oproti tomu se odména
za vykon malo méni u firem s nezavislymi radami.
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