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Personality Differences and Executive
Compensation
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THE EXECUTIVE EARNINGS DEBATE

The debate over the relative importance of sales versus profits as determinants of executive earnings
has evolved over three decades. The controversy paralleled the debate about whether firms maximize firm
size, as measured by sales, given a respectable profit margin (the managerial perspective} or whether firms
maximize profits (the neoclassical perspective). In an early managerialist study, Roberts (1956) argued
that executive compensation is a function of both company size and the separation of management from
ownership. Later, Patton (1961) argued that executive pay varies with company size across industries.
McGuire, Chui, and Elbing (1962), using market and book value of returns as measures of profitability,
claimed that sales are more highly correlated with executive compensation than are profits. Baumol
observed that *“. . . executive salaries appear to be more closely correlated with the scale of operations than
with its [the firm’s] profitability . . .”* (1967, p. 46) In a more recent study, Ciscel (1974) examined groups
of executives within companies and confirmed these earlier findings.

Though several attempts were made at rebutting the managerialist findings, the first convincing
evidence was not presented until Lewellen and Huntsman’s (1970) work. After demonstrating that a
simple measure of executive earnings (salary plus bonus) serves as an excellent proxy for total compensa-
tion, they concluded that profits most strongly affect executive rewards. The studies that followed
attempted to control for other determinants of executive earnings. Studies by Auverbach and Siegfried
{1974) and Nathan (1980) added firm- and industry-specific variables. Nathan claimed that market
concentration and lack of governmeni regulation are positively correlated with executive earnings.
Agarwal (1981) found that organizational attributes, particularly levels of management, dominate but do
not entirely replace individual characteristics as determinants of executive earnings.

Smyth, Boyes and Pesean (1975), correcting the statistical problems found in Lewellen and
Huntsman’s work, were the first to conclude that both sales and profits are important determinants of
executive earnings. Ciscel and Carroll (1980) claimed that because profits are computed as the value of
sales minus economic costs, there is a simultaneity bias in standard estimates.! They *““correct for this bias
and conclude that . . . the managerialists and neoclassical models for the firm are complementary, rather
than substitute, explanations for the patterns of executive compensation” (p. 7). While this conclusion
basically ended the debate over the relative importance of profits vs. sales as determinants of executive
compensation, the search for a more complete understanding of the forces affecting executive compensa-
tion continued.

Carroll and Ciscel (1982) extended their work to include the effects of government regulation of
corporate activities on executive salaries. When they viewed the degree of government regulation as both a
measure of executive discretion and of the firm’s financial risk, they found that regulation reduces
executive salaries. Carroll and Ciscel’s work demonstrates the need to consider the impact of forces beyond
the discretion of the chief executive officer on his/her compensation. In this vein, Bartlett, Grant, and
Mitler (1989) argued that the fortunes of a firm and thus the fortunes of its chief executive officer are
subject to aggregate swings in economic activity. Since some firms are more susceptible to business cycles
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than‘others, executives of cycle-sensitive firms receive higher earnings to compensate them for working i
relatively less stable economic environments. Using a model of compensating differentials Bar‘:iroft o [;1
find ih_at systematic or cyclical risk, as measured by a firm’s Beta coefficient, is a :/cr o ett' -
determinant of executive compensation. Executives who head firms in areas of the’eco g 'le?por o
market volatility earn more ceteris paribus. romy v grester
ﬁIn summary, the theoretical and empirical literature on executive earnings has grappled with both the
ﬁzdz lrsnz?lgmzat?n and Sfiles maximization arguments as primary determinants of executive earnings.
Model Mxt;cu ive earnings have Peen extended to include additional individual, firm, and industry
iables. Mo c}s have been re-specified and re-estimated to correct previous statistical problems. Th
debate over the importance of profitability versus sales has diminished with the finding that profi b ity
and sales are complementary determinants of executive earnings. * proftabilty

MANAGERS VS LEADERS

ol aR;:cEnt cilsff:ussions concerning executives in disciplines other than economics suggest that a fundamen
» and heretofore, unrecognized distinction may exist whi i ‘
: ich would necessitate a reexamination i
1 . _ of this
;s;t;?tﬁsllcl} of }'ihe studies reviewed above treat all executives as if they were similarly motivated. However
an ic f in the Walf' Street Joum.al (1987) reported on two chief executive officers who are motivateci
erently, but effectively compete in the same industry. The news headline reads:

Rival Goliaths:

Two Giant Oil Firms Battle for Supremacy With Differing Tactics
Exxon Emphasizes Earnings But Shell Seeks Growth; Both See Industry Upturn

A Wildcatter vs. Cambridge (WSJ, July 8, 1987 p. 1)

}')Fhe arn:c‘lc reported that I‘,awrence G. Rawl, the chief executive officer of Exxon, pushes to be
n}xtm er on?’ln profits, a:nd admits that “Revenues don’t count with [him]. What counts is net revenues
?hae;r J;iegs;] ulnboompar}son, 2eter F. Holmes, the chief executive officer of Royal Dutch/Shell concedes

mber one in profitability “isn’t [hi i jective.” i i
that | p ility “isn’t [his] prime objective.” Shell is pushing to be number one in
perso"gl;};zall Sfli';zler Journal article also implies that each chief executive officer has a very different
ype. The executives in this article could easily represent the st i i
: / : ! ereotypical personality types
csi;;cl:;llf:fc; btycf\b{itg;;r; Zzalc;znlkl,(ahsomal psychalogist at the Harvard Business School. Beginning \:{it}ﬁlis
rticle » Zaleznik has contended that chief executives dis
' . ile . : play one of two fundamentall
;i(l.f:t'ersntv pe-:rsonaltty types: “Leaders,” and “Managers.” In this and subsequent work (1977, 1985 [witi
Ieadze rse t l::iers]éigj%,t 19&-392, 1'9890) he explores the possible psychological development of managers and
, rent orientations toward corporate goals, thei i i
corporats conduct and popeons p g eir own work, interpersonal relations, and

Accqrdmg to Zaleznik,_ managers’ goals are passive and deeply imbedded in the structure of the
orga?lzatlon. ‘The stereotypical manager is concerned with process over substance. Managers relate to
ideop e according to the roles they play in the process. They do not typically make independent decisions
hoi:n;‘ivge?;'stﬁre measured byfhow well they get people to go along with the company’s expectations, not b);

e company performs, Th i i :
oons) pany p ¢y smooth conflicts and grease the wheels of human interrelations

.In contrast, according to Zaleznik, the stereotypical leader faces situations actively rather than
passively. Not bound by process, Ieaders have substance driven goals. Leaders shape ideas rather th
respond to them. Wha_t Zglezmk terms the “leadership compact” demands commitment to the perf. -
mance of the organization; it stresses intuition, risk taking and individual creativity {even at the expgf;eog'

PERSONALITY DIFFERENCES AND EXECUTIVE COMPENSATION 189

structure} (1989b). Leaders are interested in performance and productivity, the substance of real work
{1989a;}.

Zaleznik writes that managers work with peopte; “while no hard data exist, observation tells me that
too many managess put interpersonal matters, power relations, and pouring oil over troubled waters ahead
of real work.” (1989a p. 61) Leaders create structures which appear “turbulent, intense, and at times even
disorganized” (1977 p. 74), “One of the jobs of business leaders is to keep politics out and substance in.”
(1989b p. 37). Managers are team players, while leaders find the team limiting.

For Zaleznik, these manager-leader differences stem from differences in sense of self. Managers are
characterized as having a once-born personality—a sense of self that comes from belonging and being in
harmony with the people and structures around them. In contrast, leaders tend to have twice-born
personalities. Leaders tend to feel separate from their surroundings, including the people in it, “{Leaders]
may work in organizations, but they never bleong to them . Their sense of who they are does not depend
upon memberships, work roles, or other social indicators of identity’’ (1977 p. 74-75).

Zaleznik obsetves a steady increase in the numbers of organizations run by managers rather than
leaders. He finds this disheartening. He sees firms’ goals drifting away from substance and drifting toward
process. “The crucial difference between managers and leaders is in their respective commitments. A
manager is concerned with how decisions get made and how communication flows; a leader is concerned
with what decisions get made and what he or she communicates. In short, for the manager it is style over
substance and process over reality.” (1989b p. 19). According to Zaleznik, consistently placing process
over productivity will eventually doom the organization. “Organizations run by managers function well,
but herein lies their main problem. Because the troubles generated in managerially run companies are
incipient . . . the maladies act like time bornbs that will explode long after the perpetrators are gone from
the scene.” (1989¢ p. 64).

The implication for a study of executive compensation is straight forward. Zaleznik’s work provides a
foundation for the following hypothesis. There are, in fact, two executive types: managers and leaders.
Each has different goals, and different, complementary (Ciscel and Carroll, 1980) compensation struc-
tures associated with these goals. “Fn my view this [managerial] concept of executive work [has] led toan
unhealthy preoccupation with process at the expense of productivity.” (1989a p. 59). It is the job of the
leader to place product over process. The leader’s compensation should be more sensitive to changes in
productivity. The manager’s job is to place process over product. The manager’s compensation should be
mere sensitive to those Factors associated with a smooth running organization, for example sales growth,
interpersonal skills, etc.

When estimating executive compensation structures econometrically, it is therefore incorrect to
ignore an executive’s personality type. Empirical work based on the assumption that all executives are
similarly motivated would, almost certainly, commit specification errors and violate the classical assump-
tion of homoscedasticity. These resultant problems would adversely affect the accuracy of the econometric
results and cast doubt on conclusions drawn from them.

The problem for this executive compensation study is one of distinguishing managers from leaders in
our sample. This study asserts that the key to identifying the two groups of executives is in their personality
types as described above. Managers are more likely to be where people are. They are more likely to belong
to organizations which fulfill their need to be, work and play with other peaple. Managers will be people
with many group affiliations. Leaders, however, are ‘loners and are less likely to have many group
affiliations. The more affiliations an executive has the more likely that he/she will be a manager. One way
fo measure an executive’s tendency to affiliate with people is fo observe whether he/she belongs to clubs. If

the tendency to join clubs is a good predictor of an executive’s personality traits, then the managers in our
sample can be differentiated from the leaders in our sample on this basis. We would expect, if our
hypothesis is correct, that the coefficients of executive compensation models estimated for these two groups
separately would be statistically different from cach other and that the estimation of separate models of
executive compensation for each personality type would reduce the likelihood of heteroscedasticity.
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THE EMPIRICAL MODEL

We examine the_: compensation of 215 top corporate cxecutives, [as measured by total salary n}
}?onus'm 1989] in major U.S. corporations. The sample is comprised of the top two executives per co oans
hsteq in Busm'essWeek, May 11, 1981. Salary plus bonus data were obtained from the sam o I\l/[npany
condition varx:ilbies appeared in BusinessWeek, March 16, 1981, Finally, Who's th IS_SUZ af_ket
i 980—81_ supphe(.i all of the individual executive characteristics and aﬁiliation’s We estim; ? énb }T;”m’
and sem:log. versions of our model and found that there was no statistical cviderlz & onc form over
the other. Since human capital earnings models typically have a semilog empiri
chasen to report the estimates from our semilog model. The model used was: ?

¥y=08 + M+ 8&H + 8,C + U. Where:

¥ = natural logarithm of salary ples bonus for each executive (in thousands of dollars)

ce favoring one form over
cal specification, we have

(1) M = a vector of variables reflecting market conditions: profitability, sales, and risk? for each firm
H = a vector of variables reflecting individual executive characteristics.

C = a vect i i i
or of variables measuring the extent of an executive’s club affiliations.

Conta?ri I:E:;SOHS in 1t?he sanﬁpi? z;lre male with a mean annual salary plus bonus of $493,540. Table One
means for each of the variables in Equation [1]. Market condit] cured

. : . ons are measured b ’

sales and profits. These variables appear In current year and lagged forms. For the reasons gi:cizzg

TABLE 1
Means of the Variables Used, 1980
Variable Pooled Leaders Managers
Salary Plus Bonus {000s) 493
.54
Market Conditions: i 0103
% Change in Profits 7.48
Earnings per Share 4:69 gg 48134
Sales (000s) 6483.70 6088.60 6802'53
Profits Last Year (000s) 311.45 322.08 .
S-’:'IICS Last Year (000s) 5351.9 5067:70 Sggfgg
Rls.k 1.03 1.05 -
Individual Characteristics: . Lo
Age (years) 59.56
. 59.
Tenure (years) 7.81 7 5? o
College (years) 3.67 3.52 :’!7;3
MBA‘ (%) 19.01 14.58 21 '82
Ma-rned (%) 92.22 84.37 -
Children (number) 2.86 2-42 i
Club Affiliation - w2
Number Social
Number Country 713
Links (%) "
AN 27.73
Bokemia (%) s
Pinnacle S0
University 008
10.08
Number of Observations 215 9% 119
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above, we expect managers’ salaries to be less responsive to changes in profits than are leaders’ salaries. It
is reasonable to assume that an executive’s base salary is determined at the beginning of each year and
therefore is at least partially dependent on the previous year’s performance. Although we did not choose to
measure current profits as a residual in the manner of Ciscel and Carroll, we did choose to represent it
using two related variables—percentage change in profits and earnings per share. We made these
substitutions for two reasons. First, a relatively large increase in profits or increased earnings per share
may result in an increase in the bonus portion of an executive’s compensation. Second, the measures of
profitability chosen have the advantage of being less correlated with sales.

Recently, researchers have recognized the importance of individual characteristics, either as mea-
sures of human capital or as screening devices, in the determination of executive compensation, We
incorporate a number of the human capital/screening measures. Hogan and McPheters (1980) use
variables reflecting age, years as a chief executive officer, years with thé firm, job mobility in the lower
ranks, and administrative and educational background. They find that age, tenure and mobility are
statistically significant determinants of executive salaries. We therefore include in our regression Age,
Age squared, Tenure, Years in College and a variable measuring whether the executive has an MBA
degree.

Family status may also signal an executive’s motivational characteristics. Arguments for inclusion of
such variables are developed elsewhere.” Though we do not know the employment status of the spouse of an
executive in the sample, we did include variables reflecting an executive’s marital status and the number of
children in his household.

Finally, we expect that executives who tend to affiliate with clubs will behave differently from
executives who are mot club members. We argue that executives who belong to clubs tend to be
people-oriented and are more likely to be managerial-type executives than those who do not belong to
clubs. Consequently, we argue that executives who belong to clubs are more likely to be the managers:
attuned to process, to human interaction, to short-run problems and to more risk aversion than executives
who do not belong to clubs; that is, they are more likely to have Zaleznik’s managerial characteristics. We
argue that executives who are not affiliated with a club are more likely to fall into a second group of
executives—ithe leaders.* We reasoned that simply adding an independent dummy variable to a basic
executive compensation model to signify club affiliation would not give us any definitive results since there
is little @ priori reason to anticipate that one group would earn more than the other group, ceteris paribus.
It is also probable that the impact of club membership upon compensation differs among the various clubs
and may be positive for some and negative for others. A more detailed approach is to group clubs according
to their purpose and to measure the number of clubs to which executive belongs. Since the data were
available, we were able to determine the number of social clubs and the number of country clubs to which
each executive belonged. We chose to enter these as separate variables.

Tests of our hypothesis that determinants of executive compensation differ according to personality
type {manager vs, leader) require estimating the compensation model for various subsampies. If there are
significant differences in the determinants of compensation between managers and leaders, then combin-
ing both groups in one specification results in an estimated model that correctly specifies neither group; the
empirical results can only reflect averages across groups. We will conduct Chow Tests’ for differences in
specification according to executive type. In addition, unless the model is specified in such a manner that it
explicitly takes into account the relevant group differences, heteroscedasticity is a probable outcome of
combining the two diverse groups. We choose standard econometric methods to test for heteroscedasticity.
The empirical evidence will support our hypothesis if the Chow Test leads us to reject 2 hypothesis of
identical model specification for managers and leaders, if the evidence of heteroscedasticity is greater
when dealing with the combined sample than when dealing with separate samples, if we find that the
interaction of club affiliation with various market conditions and individual characteristics is significant,
and if the profit coefficients differ for managers and leaders.
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TISTICAL FINDINGS

The ;ééﬁl'ts from estimation of our model are given in Table Two. Columns two and three are for the

sombined data set. Columns four and five are for only tf-lose executives who belong to onf: or more clubs

"(fha's'e' hypothesized to be the managcrs), and columns six and seven are for those executives wfao c}o not

* belong to any clubs (those hypothesized to be leaders). A Chow Test conducted on these results indicated

' that the two subsamples are statistically significantly different from one another at the 1% level, Thus the
Chow Test result is consistent with the hypothesis that there is a significant difference in the structure of
determinants of earnings of executives who are club members (managers) and of executives who are not
(leaders). From this we conclude that it is inappropriate to combine our two subsamples when estimating
the simple executive compensation model given above.

The next step is to test for heteroscedasticity in the single regression over the combined subsamples, as
an indicator of the appropriateness of estimating a pooled model. We used a Glejser test with Sales as the
“suspect variable.” Heteroscedasticity was detected when the combined sample was used. (The F-value
was significant at the 1% level) In contrast, heteroscedasticity was not detected when either of the
individual subsamples was used, (The F-values were not significant at the 20% level in either case.)® While
these results do not provide definitive proof, they do support our belief that accounting for different
personality types, and conversely the failure to account for different personality types
the reliability of the estimated coefficients of executive compensation models.

The next task is to examine how the earnings functions of these two groups of executives differed. To
do this, the basic model was expanded by inclusion of interactive variables. The variable “Club,” which
measures whether an executive was a member of any clubs and thys presumably whether the executive
should be classified as 2 manager, was interacted with the Tenure, College Grad, MBA, and the six market

TABLE 2
Executive Salary Plus Bonus Semilog Regression Results
Pooled Managers Leaders
- Coefl. ¥ t-stat, Coeff, T-stat. Coeff. T-stat.
% ch Profit 09.95E-4 1.643 1.11E-3 1.034 7.39E-4 0.636
EPS 3.48E-2 4.467* 4.95E-2 4.133%* 2.74E-2 2.590*
Sales —1.56E-5 —1.681% —1.40E-3 —-1.166 ~3.96E-5 —2.450*
Ly Profits 1.57E-4 3.617% 6.97E-5 1.190 2.63E-4 4.167%*
Ly Sales 2.34E-5 2.142* 2.09E-35 1.554 5.24E-5 2.612*
Risk 3.17E-1 2.866% 4.90E-1 3.326* 2.45E-2 0.145
Age 4.52E-2 1.182 4.34E-2 1.026 1.22E-1 1.262
Age sqrd —-4.16E-4 —1.282 —4.07E-4 —1.145 —1.08E-3 1.294
Tenure 4.32E-3 1.176 9.08E-3 1.569 —1.12E-3 —-0.225
College Grad 3.84E-2 1.813* 8.31E-2 2.394%* 1.19E-3 0.045
MBA 1.18E-1 2.036% 6.60E-2 0.908 1.99E-1 2.079%
Married —3.21E-2 —.345 3.00E-1 0.992 —1.37E-1 —1.453
# Children —8.56E-3 ~0.597 —~2.99E-2 —1.524 291E-2 1.353
Military exp —2.80E-2 —0.620 ~-9.54E-2 —1.552 ~2.79E-2 -0.422
# Sociai Clubs —1.12E-2 -0.879 —-2.77E-2 —1.751%
# Country Clubs 2.12E-2 1.620 7.41E-3 0.528
Constant 4.23 3.697% 3.77 2916* 2.49 0.882
R-Squared 0.365 0.400 0.511
F-statistic 6.507 4.248 5.150
d.f. 199 103 82

TThe E notation signifies the coefficient is multiplied by the following exponent of ten.
*Means statistically significant at the 3%, or higher, level using a one-tail test.
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i i larged by the addition of indepcndeflt dummy
COH_ditiOHS Vﬂﬂ&b_lﬂs- Tl;zb:?ss;gp?rf :l"lile \:schgétc};i;;nThfse cluybs were chosen based on their freq;le{l]t‘
Var]a}?lcs l}leafi_urlﬂg miive demographics and because several articles have been lwmtten abmlx: the}r
ideﬂlﬂﬁcafmﬂ. ; hexcbcasiness community. While most of these clubs are located in New Y01" ,T ;{
SigmﬁCﬂﬂC? P at u1 The results obtained from the estimation of this model are presented in daf1 Z
e Colums ﬂatlonaé three present the results when the entire sample was used,‘ columns fot:ir ar; zs
ahr;e£h2(;1:sfirzz tvwh(:az]:)nly executives who are members of a club (managgrs) a;;‘e ;2?2?53, (ai:adc;‘;l)m;re
i ives who are not members 0
?ix1agddszcéhﬁli“%;iewﬁ:g:fgl;;d c:glge: ffe (t:;::i;anded model could be used to represent both types
included.

TABLE 3 -  erm

Executive Salary Plus Bonus Semilog Regression Results With CE}Jb Interaction

Poaled Managers Leaders
Coeff.T t-stat. Coeff. T-stat. Coeff. T-stat.
: 7.39E-4 0.636
- 1.298 L.14E-3 1.087 i
g ;g;g ; 3.033* 5.47E-2 4.478* g;gg—i gi?g*
Sates 83E. . E-4 —1.558 -3. - -2
~3.83E-5 —2.452* -1.90 i
LoD 5E-5 1.189 2.63E-4 .
H1E-4 4.285% 6.7 - .
o’ g ?7E-S 2.669% 2.56E-5 1.892% 5.24E-5 (2)({)‘1’2
L}'! e 2‘72E-! 2.010* 4.54E-1 3.175% 2.45!5-? 1.262
§15k 5.665-2 1.440 3.87E-2 0.920 }.3;}3—3 1.294
o ) _374E-4  —1.065 —1.08E- ~ 1.
—-5.22E-4 —1.567 . i T
?ge e 1.35E-5 0.003 1.26E-2 2.213: —}i;g g g 345
enure . : 22 1 '
- 1.129 8.52E-2 i
Veyalii ig?g ? 2.254% 5.83E-2 0.803 ig?’gi ?gzg
Moo 78E- . 6E-1 1.015 -1 - —-1.

i —1.78E-2 —0.191 29 - P
Man:;ceid —7.51E-3 ~-0.537 -2.42E-2 —1.282 23;]}2 i ﬁ(l) s
id(i:l?tkar;?xp —3.89E-2 —0.865 75382 _i :12:; -2.

Sociat Clubs —2.88E-2 —1.659* - i?zgg —0:081
# Country Clubs 1.09E-3 0.076 .
Interactions: Club*
% ch Profits 1.34E-3 0.879
EPS 1.75E-2 1.107
Sales 2.31E-5 H .64’.":
LyProfits —1.94E-4 —2.301
LySales —3.07E-5 —1.582
Risk -2.15E-2 —0.162*
Tenure 1.31E-2 1.884
College Grad [.52E-2 0.456*
MBA —1.50E-1 —1.748 117
Links 1.01E-1 1.443 7.50E-2 .
S;(n 5.63E-2 0.635 4.42E-2 0.515*
B i mia —2.10E-1 —1.752* —2.18E-1 — 1.92(;*
P'on:acle 2.94E-1 2.035% 2.89E-1 ?.235*
1 iversit; —1.70E-1 - 1.717* —1.84E-1 —1. . i 0552
gmverSlty 4.00 3.340% 3.881 2971 .
onstan !
0.511
R-Sguared 0.464 S;g(ﬁ) o
F-statistic 4.889 .93 -
d.f. 185

A P N - T . £
The E notatior ifie coeﬁic ent ul tlphed ¥ t I Ing eXpon nt .
a S51gI s the 1I5m b ]le follow ent of ten

Means Statlstlcan& SlgﬁiﬁCa[lt atthe 3 30, or hlghel, level HSINg a one- tall test.
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ecutives.: Tﬁé test results indicated that once the model a i
et ; ppropriately accounts fo .
! qges.(bascd upon club membership), its specification is not statisticaily diﬁ"eren: t{nanager leader
stimated manager and leader models. (The F-statistic for the Chow Test was not sitg,rn'ﬁcf?:ilril Stef}?ritgg
g X a e 0

: el)

are managers. There is some slight empiri
: pirical support for Zaleznik® i
more e 1K's notion that profits (¢ i
e ;)duate Edu::zc;cr§ than ffn: managers. There is also some evidence that tﬁne spe(msilrl:bsgin?e‘ )are
e eipuate cduc bn is a: pqsxtwc factor for managers but not for leaders, Finally it se Tmﬂg e
embership differ substantialty ameng various prestigious clubs d s clear that

Test and the Glejser Te:
st. Both of these proced i i
Salnrg, ot Lciser Te > D e ure.s were tried with Sales, Farnines er Sh ’
e i thesza:eztfr%filt.s as “suspect” variables. Heteroscedasticity wasgnols detejtlzi Iaf S:LYE;&;)Y;
imberont o ez oon.l i$ supports our hypothesis that the heteroscedasticity problem come IrJ
oot pensation studies stems from failure to distinguish b orent
1on structures of managers and leaders in the sample ¢ Fiveen the different

diﬂbrent typcs Of £xe 'V () i p[)
Clutives, ur ﬁndmgs provide ey ‘1 .[C I. cnce WI iCh Su Orts 2:& ez1 k Sclamm l] at
. o) al [+ d i ik’ i
mallagcr‘s are dr]\ﬂen by prOCESS aﬂd leaders are driven by Substance

NOTES

1. When one explanator i i i
n on y variable is z linear functi
o expl r unction of the other explanato, i i
Sultic tendsr:o};gl:: :1};); l_srlllt-r::ftalzcto_us eqfuinon bias. As Dunlevy (1885) pogt: acl)ll-l]ta lifz,nt]gfh({;gan; %RCEIS ol amd
r ' pretation of thej i ialist o il -~
2 rar?lmqumpnate o ahe int mu[tico]]incarjtylr results in favor of the managerialist position. Thys their);pproaczli'lni(:
- laerisk variable is the firm’s “Reta™ fer
Milir (10500 rm’s “beta” coefficient as constructed by Value Line and discussed by Bartlett, Grant, and
3. See Ransom {1987) or Kokoski | ‘
c ski (1987) for recent b
4 ‘S?‘:‘? de;zind on Taimity oSk (19 houSehofder;I ousehold welfare models 2nd household lahor supply models
. iding the i ]
arbitrari the :&r:g:;;uil; S;:;: ai! executives who belong to at least one club are grouped topeth i
fast twe e umate i;-, 0 exec :1]1 1vl.'e in our s.az'ane belonged to only one clyb and only three sxccei'may onged
i Lo 3 ple, the division between those who joined clubs and those who %igerfott’c\iong‘:d'zo
3. The econometric tests used in thi o
; n this paper may be f. in Mi
6. In o etric . ' ¥ be found in Mirer (1988) and Joh
ol set% T [if) &n%;r;f, “‘:Sghted ie:st sguares was used to estimate the simpl}:onr;:)‘c}{(;?g?;;;l?eddliust%(1987)'
fata ¢ Tepeated and its results again ind; e statiagmed
Sientfeantly die TSt ¥ gan indicated that the two subsamp] isti
cstimating e e mOdellonc another at the 1% level and thus should not be combineg 1§t§rwttla1l: ;S):igztsl:: lgt:
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