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The Impact of Performance Measures on Top
Management Team Compensation in the Business
Life Cycle

Chun-Ju Liu~  Yu-Lin Chang~ Chun-Yi Liu™"

Abstract: This study examines how performance measures affect compensation for top
management (cash-based and stock-based compensation) in the various stages of the
business life cycle. The empirical results are as follows: (1)There is no difference in the
significance of positive relationship between accounting performance and cash-based
compensation for firms in the growth stage and those in the maturity stage; however, the
positive relationship between market performance and stock-based compensation is more
pronounced for firms in the growth stage than for those in the maturity stage. (2)The
positive relationship between nonfinancial performance (market shares ratio) and
cash-based compensation is more pronounced for firms in the growth stage than for those
in the maturity stage. (3)The relationship between the number of design patents and
stock-based compensation is less pronounced among firms in the growth stage than
among those in the maturity stage.
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