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Ahstract: This aticks  alins o examine  the  selatoaship  bedweon  indepeadeis
wcimmnnees e arkk normmekion and rmmenoion cmnreiize CRMEY aned ther inlemcien
with directors’ compensotion using L'-:Im]'mni:s Lizted on the Indonesia Sock Cxchanpgs
(BEl} aid ordinary least squarce repression analysis tochoigue. This swde found that
mdepemelent cormneeoners megmiively associated with director’ comnpersation which
showecad Tt l'."'iJI'IIE_"."L'IIIIL'- with 4 |l|.g|'|..| taten of el ;'u.|||.|L|'|'. [SERTRIE ] PERAE ] |!|-::l'r||Jt kess
clrrecivirs -::||1n[|e'n'-::|li-:'-1| due I ||]'\-Iirn:|l ELIPETY IS il et CHED ST % sl
behovicr, In contrast, KINE is positively associatad with directors’ compensation which
mcais that coampaites with KNE rovide gecater conpeisanon beeauss, acconding o the
':|p|in|.;| |.:|'|r-l1':u:|.in|:r. .|[||'rr||:||.'h'._ Thie boiraE 15 aessurmed o |:I|.-:-i;:__'n cormpe Tl N arhsrmes 1o
provids managers with efficient ipcentives to maximize sharcholder value, Meanwhile, the
anpcraeteoi etwoeon the rao vanabiles 5 nod assocaccd with disccrons' compensation becaus:
il The 1|r._5:::|i1|:=_: elleel wheeh showes g -::|'-n|'|:-.miﬂ with i1|:||-'|:-r:n|k=rll cornmssioners ancl
KEME do not have ntendency for dirgetors compensation.

Keywords:  Biwnl  Independence; Mormimabieon gl Hemomseration Connnillee;
Cormpensation.

Ahstrak: Actikel ini berbajuon wituk mengaji babungan Xemisais axdependen dan komica
mormiasl dan o wemunerst (KNED serta nteraksinya akengan kompensaa dircks
gk pensibian ving eaattar i Bursa Dfek lwdoeesin (BED dengan ieknik
annlisis cvcinary Ffeasd folerre pegrediion. Penclitian ol mencnmkan babva kooisards
sdependen berhubungan negant dengan komspensast discks vang menunjukkan Baluvwsa
peT psihitam drr-w'n Tisian Komnisagmis imd |¢E||:-11||r11 Kl leshih 4n n|_.|_l;| rmermbarikin k|,1n|]:-|;~1|- 141
dircksl yang lebih sedikit dikorenakan pengooasan optiomnd oins perilaku oporendstik
manaene. Sebalikisa, KNR bedscangan posiof dengan kompensasi divcks) yang berarm
Finhwa r\lﬁr.lhil'l.-h'll'l :EJ.".'.||_::|1| EMNE mmembamkan i\.ll'-l'l]'.!r!l'l'-i..l!-ii vinm lehih heesar kimer, sesmin
dergan " opiisad caidracting apgroact”, dewnn dinsimsikan merancang skemin komipensas
untuk memberikan manajers insentif itk omemakamalkan wilal pomogang sahans
Sarneniane i, nleraks o amtara ksduanya adak hrrl‘.:.lhl.|1|:-_::|1| |ie11|1::|1| kllrr]'-r!.'-l!:il!'\-i threk
Rarema eled saling reensnlakan gany menunjukkan babrsa persabaan demsan komisans

intzpenden dan BNR fidok memiliki kecenderongan atis kompensasi dirsksi

B Bunci: Komisans Tudeperden; Eome Mo dan Bermenesasi; Kompensas
Drireksi
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INTROIYUCTTIOMN

The dope ol ewwulive compensabion bes slincbal moch ableniion, hoth Jos
shareholders, regpulators. the medio. and the geperal public (Bebchuk and Tried, 2002;
Covvwen. 20042 Conyon and Peck, 1998 Coivyon et al.. 20010 Elsaved and Elbardan. 2018:
Framiae el al, 3303 Call armld Kohl, 3008 Sansanegue e al, 2005 Claned anl Otherebe,
20007, Yarram amd Bioe, 20070 Tn this conncetion, Sur, (azoan . and Cordeise, M50 san
[HH :|Ilhnllgt| Ty shipfiess hive bean comriel onl Tor sdecides, hoay 0 delemnine execnl ive
cemunerasion remains a puzzle . Fochermore, various studies were condocted to investizote
the factors that influcnos crocuiive comgeisation 1o lean eorporans manageial theary and
prstisce, Telemt Dresinbnn ool sevveral Dietors Dhad o e execalive remmmnerilion has been cirmied
ol (Schmid and Warster, 20060, For example, fConyvon et ol., 20017 showed in ngency
prnklems that the conapany oases [poneipaly could nor pedfecily suporvisc the actions of
(T areer g en ) ] :::|.'rr'_-.'i1|::_: Lk ok ol | Lerisanmse ayeEnl kb nm caanrl he
obszrved perfectly ond monitoeing their behovior is oftzn sxpensive. aments or monpgement
can igiaee sharcholder welfane and imadinuze teir peofirs (Huang ctal, 20061, Then, (Kabli
amat Cill, 20007 explan thial agenis whe e moivalail by personal inlerests cary oul
Opporunisis actions tachizve company 2oals bosad on this perepective. To anticipate this,
bor mokivile management Lo chioose actions thil are in e owners” besl inleresis, owndrs
devise compensation contracts that make agent pavmicnts dependont on peoctical
pretfmmmance measnes oaro et al., 2000 T and Tliboadean, 20090,

h.-1.-.~,n:|.' reesesiirechers harve eused on how exsecu s CLMm e saliom =cherrses i hr.lp
allevizte agency problores in public companics. (Elsnwed and Elbardan, 2008 describe a

frameweak. and a pav-perfonmance famework bas been mtssdoeed oo esplain the

re*.l;lli-:ﬂl.«hi-p hetl e X scninve commpEEn anil LSOy rl-:_-.rli:w'rn.dnl:r. The rman locns
of liteeatues related to this frome waik hos been derived from ageeey theore. which considers
the pesirive relationship berseen ageney-based contracts and fivim performance. Degign and
racnll vy mernuneEnil um levels ara 'irrTu'vr-::lnI inceEnlives roeeEren ] lin sl ATy
intzrests (Papentuli and Schmid:, 20060, In that case, the reward syseem s established to
provide solutions e ageikey prablems betaccn princigals and ageints. Howewver, it st be
Inkel G |'|11_-'_.1n|.r:|£~|'|r.:|l pe*.TI'."-rnl.m::t‘:lnll1':||1rr|:-..|r|}' sirillegy ] Gtk o oo Uhe nal wre
ol e the o e cormpany (Kirsten amd Dhe T, 30080, Besades, { Baseava, 20097 showes
thit the remunerion scheme is desienead by o board that describes high compensition and
organizational size, demand for mansgement capabilities, and coceutive fluence.
Hepwover, in prractee, wany companies ane relociaet o diselose Tull derails ol bow
they link sxecutive compensation and perlormance (Crantz etal 200 3] One possible reazon
fou the Lack of full disclosurs i= that manngers cxee their power (managesial power theary)
o corecal the dhetats of thetr comepensation plans mdsgiise appostoisie end exiscion.
Im line with thal, Cwom el ol 2017 r.:]'.-l:_'.inqs:J |'I1.:|I,_.-:|:_'|,'-::-'ru;li11§ Loy The CECD prweT :|]'.h]'.r-;'|:|,q;:h,
CEQ: could wse heic powsr o influckce board pomuneration palicies. CEDs haee a
sunificant effesr n detcmeining their emunciation and read 1o be appeeiumsis in
X |'-I|::-il,i1|J__l. hi_\l__lhl_"T CUMmen sl pityImen s Thal Benelil thern (o el 200 Meanwhile,
inadditcon to the cxecutive remmuncration packape's size ond compoaition, sharshelders also
question the apenness of the processes and criteda used in providing. perfonmanos-basod
ineciives Odans-Kemp and Viviers, 20081, Based on this perspective, tAnnstrong ot al.,
2002) invesingatend the relationdop belwesn corporale govenamee and the Chiel Bxecudive
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Officers pay roee (CEQ). The study resulis suggest that CEC salaries ave higher in firms
witl acake S CT AN andd thar Nirms with weaka SOVCTIRANCS AT 1N |ik.|.'|_'.- | EL R fotie
L'-I'\-I'II]?:'.'n!n-.-II'iIII'I vamsa e

Oin the other hand. the study resolts also show that ticms with weoksr covemancs
structuncs: have greater agoncy problems ast thar CECs o Toms with largss ageney
|_'|rr||:|||;~1.'|x el vk comsiikenhle |.1'-1n|_'u‘.1|:-:|Ii-:'-1| amel Thind Terrns weiih I.-rr|__l;-:'.r HAZBNCY |'rr||hli.".-'r|.'~
perfirrn worse o el al, 1990 T nelfects the el Tor o sitong corporle guvermance
mchonism fo adkdress amency problems reloted o compensation policies within the
company. The probloms iy corpoeare povernanes can be related o top managemean
rerneration cverprpmment o Car ol NG00

In this repord, pgency theorists view (be main role of the boemd 05 2 monibor of
managerneint belavios 1o protect the int2rests of caners (Cashen, 2000 Fuhermore, (Milin
el al, 2000 eaglammed that the hoand i= @ govermanee meciianisan el plass sn imgorkan
role in making sirateaic decisions, including compensation poficies. Bmpirical studies show
that nEanager compensation & influsnced by the eficetivencss of board supeivision, so that
the momitering sole of independent diveciors s widely discussed e academse sescasch
(lenkraiem e al 2007, Board indepemisnee (= =0en s 2 corponie prosemnimee mechonism
that reduces opporanistc behavior and oversces bonsd decisions, including compensation
clisign.

O the other hand . apeney theory alan caplaing that an effecive eorporate governancs
rgchanian s needed 1o redece imlomrraion asvmenetry snd relaie] agency costs, Dor
exnmple. o board sub-commities works 0 monitor managers acting in the compony's best
mberests, Acecrding o (Banapathippellai et al., 20060 one of e opostant board sub-
o liiaes 1w e Momrmaion amd Bemmuremiion Comrmnlies (KNE ] whose tols s o
support and advise the board oo omatters relating o remuneration. Therefore, the MRC
vegularly also atvacts poeliticians’ and regulacons’ ateeetion bocaase of thoeir cowiral ol in
st CECY comprmsaizom amd selling panmielers (o other senior esecnlmves’ compenssinmn
5 et ol 2000,

Bascd on the dosciiption disclosed. the rescarchers are ntercsicd in analyzing the
relaticashp beiween independent commissioners and e NEC and thair imlemctinns with
diregtors’ compensation in Indonezia, This research’s motivacion is bacauss the indspenden
commesiorers aml the Moatomal Sachil Cosnrmidise ane il el 1l LOTPOTILE ST
system, which has a specific centenl pale concerning the compensation poliey for dinectors
e eomnpany. These vao organs have ail effective function i redieiing oppoinLiLiseic
wackiavns, h_'_u R HRTH T BT I e Eb e i -:'-I'.::llrnT\-e'.n azalicnm 1y Pr\-:'-'..':l'.#. sodulems o HITS P 5|1'|1'|'.-I¢|1|:-
in the company. In connecticn with that, this sudy uses independent variables, inciuding
udependcim commissioners and  MRO, and  che dependent vaciable i diiccids
cimpensalion. The sinple aseil o thes sy s all companies on the Indenessa Sleck
Exchanpe (1DX]) in 20 0-24 14,

The unique contritation cxpectod fron this suady i the cxpansion of the Licranine on
i relanonshig betweesnomlepemden) commassionaes and the MR ambits mteneion weh
bowrd compensaiion. As for as researchers have observed, thers ore no sadies that have
cramined the pelatenship betwece eese interactions. The intcmction betwocn the
indzpendent comenisaioners and the NRC will be tested whether it produces a govesnanes
scchanian tssn s mose affoctive i managesial mmritoning relarad ro compen=aton fon
dhrsciors, Furthernome, this stody was conducisd le'il'll_? il 5.':|1n|'|le_‘. Trovmn the EEOX L im osebiich e
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formention of the MRC iz net nnndatory (still voluntaryd. which can expand the Literomre by
cramiming e generalization of the Tistings of peeviecs MNPC stadies. Also, this study ases
WO U p'r:_'hml:l'.'e_-: s ol e exislenes sinid -!E||:|Ii| woan| PP h:r !u:irll_r. wTEs [rom
tha five commites chorsctesistics to expand Knowledge.

Furthermmie. this amiele’s structine iehiodes cx planaticas sebated to thoory Smidics and
h:.-pul‘u-.'\.'ix I|I'"'.-I"||:I';:1rll"1ll i Farl 2 a |I|~u.'ripli-:'-|| el The meseamch 1I'I|"|h|||||l||:!-:l__l"|l wead i Secliom
Sy disewsin ol ampirical newdis e Secbon 4 and Secton 5, which esplions the
congeEions of the Nindings of this study

THEORETICAL REVIEW

bz, 2009 exploins that exscutive compensation is part of the corpornee cul turs,
wihich is dercnmined by the board with adusonents w company policies. O the other hand,
any chiseussiom shonel exeoniive rerrmmerlion s alwys tlinsirale] gl The h:u:k:n’\-:'vurnl
of ftundamental pgency pmoblems that offzct monagement decision making (Benkraiem =t
al., 2007 Coayoiy, PRE5 1997 Canyon and He, 200 1 Convan aisd Peck. 19598 Core en al,
20075 Cimeyom, T9O5T00F: Comyom aml e, B0 Conyon gl Peck, TO08: Clome e al
1900, Diily et al, 198, Elsaved and Elbordan, 2008, Elston ond Goldberg, 2003; Frantz et
al,, 2005 Kanapathippillai el al 2000 Liang et ol 2005, Mimmicing e af, 20068 Blomia-
aolgbiowska, 2016% Bebohuk and Fricd (20030 explain that the dominant approach to
creculve comnpensalion stwhics seewes mamagers’ payosenl armangements as pat of A
tlesfuslisen dor ilpremey |;|r|'h||;'1'r|:-; ik i Pimaracial Sconomiss .".l_l;:-.m::..' v Tieds can bhe
minimized stfeciively throngh divector remuperation tAaslam et al.. 200%; Bahmat et ol
200181 In line wiih thas, (B otla e al., 20087 sawe rhar rAnAE el IMocrlives ane a
anstrament o rluce o] haeami |_'|n_|h|¢:111'\.' 1hail amise froan selish rn:n:lngi.;l beshii vt o,
The abeepes of ottractive inccntives makes meanagerment uowilling o work o maximizs
shascholder vahue Caksam e al., 2009 Under this approdeh, compensation schemes ais
.Ie'-.'ignt-il ) pn,'l.'i-:h.-e I HEHTLE wl b ineenlives o rradivile Thean i irn|'|n11'H. r-e'.rli:'-Tnl.qnu:H Iy
moximize shareholéor value (Afitn ond Adesinn, 20015; Baachoom, 2007 Kartadjumena
amt Bodgers, 20197

IBaiqiel @t ail., 00 ':"]r.l-.pl:linr.:l Thitk, =it e, bisiress '|'.-1':||.'Ii|.':1 15 hisacl oim Y ||II:'1:'-T:,'
In D with dbal, ageney theory bas been ased ooesplain sl st organsdiom | decisao
and behavior for decades (Foremem and Plosard, 200683, The classical apency theory's
foundation shows o masnrch of ieicress botecen prinei paliowner and ngent/manageosent
o s B, 200292 This thecry explains managements apgonunis e hehasion incarrying
ok compimy opermions becanse ol he inlormation asymmedry bebwesn the prncipal and
the agewt (Ross. (9730 Jensen and Meckling, 19761, In this regard, with compensation,
CCmpthe e al., 2006 statesd thar ageney thenry lses o maim view o how eeealives work
within the CATATY o :|Iign inlaresis hedwesn owwners sl RIS Thus, AP I'H::nr}'
provides the thecneticn] fowrdotion of the monitoring tanction, which leads o dhe board's
pespatan b litses o bore, N momiten, anc pay salarics o escentives on boehal fof shanchoddes
(.-\]'hp'::h i Chicemna, 200150, Cn the other hamd [.L:n.-:n|_: el il AVTED stale bl modern
bsiness requirss & Sovernones Syste to maintain company mandosmert balance, Inthis
pegand, in erms of remuneratica, the pupose of the system s o ecoswee infonmaricn
regarding the derermination of comporaation that is considered fair {MNdzi. 200 63 Thesefore,
Lo retdize apnenasy prohlerns inchisiime momaking deceaons gn comperealion goles, i good
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Corporane governnnoe mechanism is peeded, such as an independent commissioner in the
comgran - THaknb i Bludseon, 800001 explain that the corporale sovemance mechanism's
Teammelieliom s o The COTTIRITY hiarrsE, bk, (O hlirshesll ef sl 2000590 shied Bl i:nl.*.[tl.r.-ll-e_'.nl
boards should defend sharchalders' interests. Regulators have cucrently intseduced an
udependem board sestent i Asia W impeove Cosporate sovermdives OWel et &l 2008)
Furthermiome, several siudies hive r:-:|'||:|1n.-e|| il n*l:alimmhip bt wwaen EOTTHIlE UveITRITee,
11|;.'|U|Ilr-p; Fraarcl i1I':||.'!|'II1'|'II|ErII.":"! amsl e xescubive LOTIFIET AN cATmsmong eloal,, .
Bebchuk and Tried, 2003; Conyon, 1997 Conven amd He, 20000 mood diverse resulis.
There s gome evidencs thar governance variables play o sole in shaping moueaging disecios
sitlamies (U omeem . 199,

Furthermore, {Conyon and He, 20010 fooand thot firme with more independent
dircerors o the Board have o higher pav-for-pecfonmanes relaciomship. On the other kand,
CC o amid Peck, 19945 pomed o e tesd i e an biand reemiioemg, goneasere mierms
of the proportion of non-gxeculive direciors. The existence of o emuneration sommithes:
and CEO deality rowards top mapageuzent compensation. Meanwhile, the study cosalts
suppar previogs rescarch Tsbings tsar ORCr salary levels are Bigher than espected by
eConamic charuclerisics when corporile aovermance is weiber CArmstrong of al,, 2002
i Bebchuk and Fried, 20031 concluded that excoutive power and vent extraction play an
st iEant e i eseeunive comprersation. The resalis show Dl compames with govermanc:
anactuses, including board independence  whieh are weakes hawe preater ageney probleins
sonal Uhan O s resscesi v gt ler r-::-1r|[||:~115:||i-:'-n m lizrme wilh grealer dgeny E'.|:\-::-":-|t~'.n'\»: HEREHH
firms with more pgency problems. Large hove poorer performones (Corz e ol P&

Ly line with the cxplanation above, board independence s 4ecn a8 4 governancs
srcchursIn B redoce -::-'|:-'|.-c!-11|.|r.i.-|||.' s aml everser b adecsns cmed '|:-||Ii|_'ie.:-:,
ingluding the compensation plan CBenkraizm 20 al, 20817} Theretore. this study 2xamings
the relaticnsbip betwesn independent commessionars and dircctors compeusaticn as the
inllowing hvpeahisas,

Hi: Indcpenden: commissloners hove a nogative relationship with compensation fos
connpuany ditecion.,

Pt herrore, e aml densen, TSR3 r!:-.]:-l::inrxl that MNP T s assienee has melevines
o gmeney theory which explains that maagement most be separate trom contral. The MRC,
which las the responsibality of designing,  managiig. and  moniloging  exceative
..'4'\-n|;:r:1|:~fll1||n.]:-l:|:,-x i eenlrinl mole ATTHANE ST R T I st harmans than barves Lhis roanad
influence oo remunerncion policies (DelfAzwi, 20030 In this rgard, based on previous
vescarch, thens anc stll ineomsisencies i the wesules of sudees cegading NPC's ke in
pxrecuiive compenssion. Cdorekaegubghavesko, 20083 shows thal hunk esecalives
confrolling shoreholders ond more independent board members on cheir emuneration
comminecs are paed above average for e sample. (Kanapathiggillai croal, 2009 also
erplamned thal ihe |.'||1n|'|r=n~;u|i-::-1| coanmiller s prsthively relatend G0 execative withiary
pertormonee alisment. Meanwhile, (Convon, D997 explains shot companies thot pdopt
CoIMUNCUAiioN COMMITEES A S0e, i some clicwmataness, as having lower growth racs in
managing divector compensation.

The cxistence aml quality of the KN sarlin the commgany we seen as sanlorcing e
COTPIRUE ESOveTTine mechanism, CWilliamean, 1RE5) S Fasal o thid the absence ol an
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indzpendet rerpaneration commitie: would allow exceutives to write their controcts with
ane land and st Hem with the aiher. Based on the |:I'L"|lil.:‘~|ll‘: |.'x|:l|a||;.1|il.|||, (ETE \':|||.|_'.-
rxsirringes The "'l;'l:llir-nu':lirl heelwesen WP and the boord ol idirecior's EOITIEnE Ao o4 Lhe
fallowing hvpothesis,

12 MNP his nr.]_;:lli'.-n rrl.:lir:1|s=h|p wilh the cianpersai o of sompsmy tiTadors.,

Furthermore, this sudy aims w0 expand the previoos liseratere by smphosizing the
inperaction relaionship botween indepeadent commissioncrs and NPC with directoss
comgperzabion. The imdepeadent commpetomer amd the KR ane sevn as sirong corporate
governanve mechani sms in boand decisions’ effectivenzss, including compensotion desien,
Therefore, the hypothesis based on the above desoription is as folloos.

113z The interction between independent commissioners and NPC is negatively melated (o
the compansation of company direciors.

METHODS

The quantitaiive research approach is the research approach assd in this sody, The
dependent variable nsed is divectors” compensstion (COMPY. msasured vsing the namcal
loganithem of stal compensation divided by the total nomber of dircctos (R sayad amd
Elharkain, 20081, The "-nl,‘:-e:'_.'rc:'m:lnn'. witrlah les sl sire i1||:|:_']}::n|,h:nl cimmrnissioners [ anil
EME (MRC), Bl is measured wsing the boord independence vatio (Benkeaicm ot al., 2017
Tong and Ho, 200190, The hoard isdependence ratio s the i of independent boards oo
hoard reemnbers as s o hole, Seomowhabe, NEC 15 rnes samenl tming L hi [resende ol BME X
throuzh the domiy variable and che gqualicy of the cormmittee (O (Kanapathippillai 2z al.,
2006, Kanagathipgilai oz al., 20095, Comittee gquality s the sum af five charaeierisnes,
11||:I|.||I:r\-Lr. thir momber of members [||I-.I'II1.'I:,' virriahle over me@am dalad, The ]:-'r;_'-'p-c'vn.i.ln il
independem members (Gummy voriable over median dato), chairman independence
Cimy vazable ], oumber of mectings dummy vaviable aver needian data) and Sinancial
X p-e'.r.iu-. ol rresrmbers Cannrmy varndle)

Furthemrore, the contmgl varichles ased o thix stsly e lade Board siee TR, bl
apee EAGE], cash Bguidine (CL), company perlormanes (PP, company size (P51, leverage
(LEY sales groossh (5G0. The wear and ledusoy fixed cffocrs (Benkeaicm oo al, 2007 Corc
e al, 195 Elalion amel Dralton, 2001 I'Z:~'..|'_-.'\-.:|| arsil Elbemdan, 2015 Nanmicim et al., J1R;
Mifim e al, 20153, The tobd number of boards mensores B8 AGE which is the average ape
of the boaed. CL Es the ratio of cogrent aeects o cureent Labilitics. Also, FP is awasured by
i ratis of BOWE O st ol et meome i book ealse of toial eguirys, FS s the astural
'Ir!|__-'.:|1'i|hrr. e leadz] sissets, LI s mesispred h_':,' n=ing the iy ol el elebl 1o lolal asssis, anil
503 ia the differcnce bevacen total snbes minus e laz of totnd sales a5 measared by the lag
af wiral sales, Meanwbile, wear anc imdusoey Meed cifects are contiol variable used in rhis
5-i|_|1||_'!.' Ier aiccornmmohink: chillerances in chercierisies i ohservidinms |:f_‘||,|_'|:|7.-|li anil Porler,
2012)

Tz wepee of the sady s pancl data wlachos che combimanion of tme sones wml cromss-
scction data.
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The data souree wsed inthis study is secondary datn obtained throuzh the odficial IDX
el e, The data ased inthis -1-:||'.|'_-' are: Financial b o and anntal A L af all CEATIPRLICS
Trstestd o Uhee TEEX i e 200T10-2T0 IHpe-!nluI 'nl'i!-i:-|I.I||:\-."xI|i_I|.! el lessiieom T.T\-:'-;:.:l_lllre. s cirried
ot using documentotion thecuzk financizl seports and anoual reposts of all companies listad
an the Tdosesia Steck Bachange (BED in the 2000-2008 pericd anad also cavied out by
Ttentiure stucly e oblain inlormmation thal coan be uses] a5 g theoreice ] beestsom this reseinreh

The: popeelaricn m s sl malwles all compimes hsted om the 125 i the 20040
20018 period. The nine yeors e chosen o mainkain the nomber of ressarch somples,
corsidaring that the pominazion and pemuncracion functions wore volwnary for companics
helore the peansmee of CHE Beaulation Momber 340 POUE O © 0004 Normination aml
Eemuneration Commiller of [ssuers or Public Companies. The regulation alse only
atipulates the company's obligation o kave a pominatien and reoeeneration fonction. The
boaend aal’ commmssioners must oy ol These Turchons by astabhshong o KNE o that the
KEME form is nob gel mandatory. Desides, the selection of all industrial stcolors is used o
provide cleaver rasults reganding the relaticnship bebwesn indepoodent commissionars and
e Mvataorsal Caonmsitiee for Dheciors Compensation W direstos” sompensatyon,

The '-i.¢|l'l'"|'_l||;! seleciion wos cirried oul Ihn,'uug'h i |_'r.|'r|_1:'ni1.'\-:' -i,lrnj-.lim__r. mthoed with an
uabalancad panel dota npproach cxeept for compantes included in the financial, insurance,
ail real evne amdastries CcompEinies witl STC emie &)l companes that did na hav
commplere data asd toformation related o the vanables sequised bnehis gty

The ssreal iz techoigne gsec i this resereh inchides deswenplive sinstical amalvsis
test, Pearson comelation rest. independent t-4es, and multiple linear repression anolysis with
AETATA 140 sofvwarc. The repression modz] used o pest e hypothesis in this study is
Tvwrnnlied ax Mllows:

EOME = fy = 0, + [ NRC 4 00 NRG 4 B i3 + R AG G = Pty +
||37FP_; ¥ =+ ||I.|||.|"-.i.‘;_=__l_ T l|3|.|.|I..|'.':_=__l -+ 'II.|I1||5'|:.'-.' ] + '|I.|I11FEJ'J:IE i + 3'.-;]'.'".'1'.:' DIETR ﬁ':i__l_'l' Ef

RESULT AND DISCUSSION

This stody's objecs are the independent commissioner:, KNR, and compensation for
dircerors. while the subjects in this study aee all companics listed on the IDEX for the 2000-
2008 periocl. Basesd an rthe sample select o resalts, the wal obscrat mes ofsaned an s
suu_l}' e BT ghservilions rom 240 |.'4'-1np:|1|irx. Tubke 1 shonws the resulls of |,I|;~n,'ri]'.-1'i'|.1.-_:
stidishics om Lhe sbimdy varnbles for vhe 2000013018 pr‘ri-::a:l.

Jurmal Akuntansi Volome KXV, Mo, 01 Fnme 20210: 34-33 A
Do bt de.dod.ore 1002391 2 o wdad 2GS i




Alfarisa and Horymawan: Baord Independence, Momination and Remuneration ..

Table 1. Descriptive Statistics

Variahe| Bleam AL lican Belinanmnm Ml simuan
CLakap HLEMLEKLLKE] L XEELCEEL A B T L RKLCKE] Ly

EL 277 0,333 HEEEL {1,750

HC 1} 250 HI 000 [RIE

(! |5y I HEE T R E K]

ES 593 REEER 20 HH)

ALl A ke XA [ ] o AHHE

L 10 1435 ALFT 11,515

FP 373 750 - 1161454 122550

% TEAT A KRR 3 450 HHE R T [ R (i e 1 A AR LEEL I

L] a i {i

1. I 401 L5 N DURE

_ 50 1 1) LELEE mif-xX] 6453

Moldee) Resired Dain X

{_'l_lrr-rh:'nk:lli|,'n|.'r¢rn:|1||"r:||i-:_'|11 of afirectors [COMPY i the thrmlrnl virriable. (b
shows directors total compensation. The averape COMP walue is 20850 000000, The
levaeesr COBP valiie was 32270 397 pwncd |"|_l.' Eiatey ]}|n|ﬂ Lrd Tk in 2 A, while the
I'|1|;he_-:'-:l witlies weis D6 AO0LCCO D iarmed h'." FT hlira -".I|iJ'rHT.|{.-|'-i.:I ThE in X1 &,

lidependant commissioner (B is an independen: variable mensured by the ratio of
imdependem commissnisas, B bas e aveage value of 0377, The lowesr and highesr
witlaes ol s wirriahle ame U aml 40,7500,

The existence ol WP (N 1+ an imdependent variable measemel] siog o durmne
variable. The mean valve of X was 03800 The variable XC has o masimum ond minimum
valuc of | and G,

Tl WRE OO gpualioe 1 am independend variable rosearal by e som ol the Pree
quility chameteristics of the commitles, The 00 voriable has o mean of 0854, The
suinimm and meeinnn values of O are O and 5.

Heand seme (HS) 1+ a conlral sianabbe Bat sboses e namiber of commeseioness ami dereclors
in oo commpany, S obdaingd an avernge ol 9403 a0 median ol B The: minimom angd
mnaximum valucs of the BS varinble weee 4 and 200

Boarst age CAGRY w5 a control variable that shosss the company’s avenge ase. ACE
Frarsin mein valoe of 30589 The rmimianorm ioud measirnomm valoes ame 32 535 amld 67,

Cazh loguidity 0CL) is a concrol variable measured by cument assets’ mido to cumen:
liahilitizs. CL obtained & mean value of 2 094 and & median of 14359 The miniowem volue
0T while the mazonums valoe i 10945,

Firen perloremimae (PP s contmol varieble mesured by nel imcorme st o s book
value of totn] equity. The overage value of FF was 5473, ond the medion was 7.1, The
eoiimiin valws is -1 1E D00, while the maximum walue g 1225900,

Firem serie (B30 15 aocomdrul vartahbe thal <hioewes The momiber ol asseis o comnpany has.
The wyerage S was LI GOO0 AN BXD and the medion wos 3470000 000 000, The
foresr B value weas 19,625 5322063, owned by Giahmnas Clirawizata Thi in 2001, whilc
i hsleest ol ol 206,190, DNELILCN0 woe owaeed By FT Telekommikasa Indoresia

{ Persernd Thk in 2018
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The level af leverase (LE| s a control variable measared by the rotio beraecn todal
st ared ol smsets. LR abrained a mean valoe of 0490 and a emedian of 00802 The
i b s O3 TR smad b mree i wailiee s 0314
Sales arovech (350 s o contival vazioble which is the ditference betwaen totnl sokes nzinas che
fap of wofal sales as mcaswed by the lae of eoral sales. Tle average value of the 500 was
TEATEL, The redmieriemm arsd maesornoen winles ore 40655 arel 6 2493

Furthermire, Table 2 I|'-\‘_|:-|i|:|-!'i he resalis ol the Pearsom cormelstion e, The resalis
show a signifivont negative relotionship at the 108 level bebwesn the B and COMP. It
ahows that the grearer the ratio of indapendeot conumissioners, the eas compensation for
ireciors, Then, the relaticmshp between the O wmt COMP variahles wiss siemilcantly
nebive ot the 15 level 1 shows that companies thot bave o KMNE will provide less
compensation for divcetors. Furthemore, the relationghip betwesn the QC and COMDP
sinizihles wie sigmnlsand y negative af the 1% level, Ishoow s that the kigher the cormpany s
MRCTs quality, the less compensation the directors have

This teat alzo indicates that there are some relationships etwecn each conival vaziablz
amdt the clepembent varahle, There s a0 sigoiloat pesaiee nelationslip at the 1% level
helwesn 5, PP, TS, and LE sith the COMEP wariable, [ imdicates thal the boand's siee,
company pecformancs, size, and Level of comporate leveraae play a rale in she selationship
with comnpany birecioss” coanpensation. O e e Bl thees es o posiive aned signafeas
velatienship berweot the 1% and 5% Berecen O, 505G vanables, and OOMP vaviable. It
skws Ll L:|'|1r||'|:|||ir.'\.' wilh ||i:1|'| tash :i|:|_||i||1::.- arnd sales f,nl'.-l.-lh weill harve h:-:_l;zu-.r
compenzation for direchors.
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Table 2, Pearson Correlation Test Eesuls
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Sourve: Besearch dafas, 2020, oo valees moparenthesss * pall o p <lL0S, ==* p <00

Tahle 3 slows the independent t-resr on g eacap of companees warle @n MR and
|.'4'\-n|]:-..|1|it=k T clor mon b ain SEBC, The resulis shavs 1l COMm Ty wilh jim IvEeTi EMHE
have lower compensation for directors than compaonies without on WPC. Then, the pverage
patio of independent corminigsioners 5wt sigoificantly different for eompanics with KNE
amk wearpirnaes al cleonad, Megmwhale, s cormpamy wath o KNIE hacd o higher uechine KNR
thon a company withour o BEME.

Jarmal Akuntansi Volome XXV, Mo 01 Fnoe 20210: 14-53
Do bt de.dod.ore 1002391 2 o wdad 2GS




Alfarisa and Horymawan: Baord Independence, Momination and Remuneration ..

Tahle 3. Independent T-Test based on the existenoe of the NREC
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Tahbe 4 showws the ondemary Basl [y (0151 ?r!}'!l'l:"\-!'iii'lll resalls wsedl 1o lesi e

hypothesis in thiz sdy,

Talile 4. tncdepemctent Clornmianmers and KMR sath Compersation Tor THnecors
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Specification (1) shows the QLS rearession results thot res the relationship boetween
|1||J-;."|‘:1_'||-.|L"||1. coanmaasieners and seveial conteol sanables waed in s '\»:1.||.|.|_'.- with oy
Llrre ey -::||r'=|5|:-n'-..:|lir!-1|. [uirihiermmere ~J:1'~C!'il-'|:!.-|l1l1l'l (2} shavws (e {015 rrgn*.-.-.inn resnlis
that st the elstionship betwoen MPC's presence ard several confral variables with
compensation of company duceters, Specilicaton (3 ) shows e OLS segression iesulis
Fesed The melihim xh1|'| el ween (e |:|||:|I'il:|- ol b MEC imed seweril coniml vareihles with
commgrany dnectors’ compersation. Specilction (4] shows e mesaleson e OFS regression
thit jointly test the relationship beoween independent commizssioners and the presence of
HNPC and several control variables with compenzation of coopany disccins. Bpocificarion
(5 shoews the O S negression resulis that winily st the relatiznshiap betsesn inde pendeni
commizioners and the MRC guality apd severul control variables with compensation of
company divectora. Specification (6} shows the LS regression resules thar cesr the
amlerszinm telabionship Belween mdegrenkenn commissanmers anl e presence ol the MR
gl zeveril control varinhles with compensition of company directors, Pinally specification
(T shows the OLS regression results thar fost the infesaction solationship Betoaccn
e penelent commissicacrs and e gqualivy of the NRC and seseral contael vanabiles wnh
ihe compensition of compimy directors

The elationship between the Bl and COBMP vaclables Is showa i Tabie 4.
speci Recatwe (13, The BT vanabie's coctfhoienn valoe s -10R3 with a c-valiss of -3.4% and
s significant at the 1% evel. This value indicarcs thar with a 1 point inccease in B the
COMP will aleeressse b TORS. The resressaon resnlis omdicate that the imdeprenden
commisioners ove a signiticant neeative relationship with the compony directors’
compensation. Thus, these pesults are consigeent with the fivst ecscarch hvpothesis (HIL
which meame thal comparnes wilh o fngher ralin of i||-:|.-r5|5r:!=||||.-1|I curmnnssteners ek i
produce loswer compenzation For directors. This sudv’s results ore consistent with the
vegzarch of (Abdallab, 20060, wha foand that the level of board independencs s associated
wilth lwwer remmuneration foe directors, I bas Lo with o grester awarenass of comporale
sovernance, Dverall, imfependent boord= femd to ke seen a5 effective monitors of board
decizions (Beokraicin of al.. 2007 Thas, a compaiy with a high ratio of edependens
cormneeiuner will produce. less compensation Tor comrpany doeciors, The repression
pesulls in the specilication (13 alzn show fhat some of the contral variables vsed have o
re:l.'lli-:ﬂl.«h'p wilh LOTIpLImY e lors' COATIENSILL, which his  venons lawals ol
slgnificance. The resulta show that BS I8 significontly negatively assoeinted with COMP o
the 1% lewel. Tlen, the variables AGE and B have a sigificant positive velationshop with
CIOIRAP Gil the 185 Tevel,

The relaticnship between the KO and COMP vwariables can be seen in Table 4.
apecifications 121, The X0 variable's coctficicnt valuc 120405 with & t-value of 487 and s
mgﬂil"i-::unl al the 15 liewel, 1 shawws thil with o 1 |'I-|'-'in| inereise im REL the COME will
increase by U0, From the regression maults, i can be concluded that WPC's exisence hos
a significant poaitive selationship witl the compensation of coopany discotors. This acsul
v moensrslenl o walh dhe seoancd reseanch bpothiess (TE2Y, wineh shes thal MNP PresEre
15 nepmiively relnted to dhe compensaion of company directors, which means that companies
chat leve WPC tend to produoe learcr compensation for dicectocs.

Oin el other boand, the represeion resnlts caplain that companics with a ENR tend to
proslace bigher compersation for dirceiors, Fadbennone, the regressica resulis o the
Hp::.'irh;:ilhljl'l P20 imdhicade thal somme comirol varahlss buave o :-;igniﬁl_';lnl n-:l:ll'iun'-;'llip wilth
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company directors’ compensntion. The scsults show thot BS is significantly negatively
dsaiciaied wath COMAT at the 195 level, Onothe cdber hand, the varables AGE and FS had @
H1t:1|ili-:::|nl pn'-.'ili'.-e-! I'r!|:||i|||'|!-ihi]:- with COOMP il the 19 amd 5% levels, Menwhile, the
celationship between the OH and COMEP variables is shown in Table 4. specifications (3.
Che Q0 vaniable eoctficient valoe a5 02219 with a r-valise of 700 and is sigoafacant at the
156 Berwar ]l This wilwe i lisales Thial withoa 1 pennl inereitse i CHC, CONEF willlalso D nereqse
by (214 T tegression rasalis imsbicate thae the NP guahiny bas asignilicant positve
relationzhip with the compensation of compiny directors, This rsult is inconsistent with
the second sescarch hypothesia (H2), which explains that higher MPC guality companizs
Lesmicl by prrohiee Beoser cornpensation e dineciors,

Cin the ather hand, the regression results explain that higher MPC guolity companiss
rend eo prodace higher oo pensation for diseceors. The regression reselts in the apecificarion
C3 s shave Thal several contmel veriable bave 8 sipnlcant relatonship wath compsmy
clirestors’ compensidion. The resulls showe (hal IS D8 iamiBeandly nematively asociated with
COMP at the 15 levell The waciabkes AGE and CL have a signiticant positive relationship
weith CORAP ar thee U5 and 0005 lesels. Conoemang thes: resalrs, the pessible rsisons for
nol suppariing the second b ypothesis in his iy ane explained throozh an approach ik led
"ogrti il cortrocting approach” CBebchuk and Fried, 20031, Among financial coonomists,
the dominant apgeeach Wocsecuive compensation siahics Views mamagens’ paienl
arcangeincints as pam of the solution o ggeney probloms. (Koo co al, 20187 cxplazy tha
higimids e assomned 1o |:||.'.'\1'if::l |.'||'n|'|:11|l-u|i-::-1| svherres with expciiives 1o mairmiree
shareholder volue under this opprooch. The optimal contracting view recognizes that
managers saffer froin agensy problems aed do not autoimatically maxinize shareholder
witlue, “Thaes, prroavadimg acecuale ncentives oo managers s oarmpertant, Lacer the ||[|Ii1=.|:|.|
contractunl view, boands. working in sharebelders interests, szek to provide sach incentives
ter managcrs thiongh thelr compomsation packages cifcctovely. Likewise, in the corporate
sovermance Hierabiere, ancd muoch more paricalarly mmothe esecnive compensation eraione,
there are altzrnative views on the slicieacy of condriciual amangemenls observed bebwesn
firms and excoutives (Guay ot al., 20020 For the sidy and as an arganizing principle for
raviewing the related] Breratane, we Tolles e Fronework of el tiead apenay -thesry and
defing an etliivient coniract a5 ong hal moximives the pel economic vidue sxpecied Lo
shmehnlders aller Immeaction cosls Daech s conirae] cosis] amd JanvmeEnl i |"I'II]'.-|II:|-¢!I:"H. An
cquivolent explonation for this opproach is the assumption that contracts minimize agency
cosng. ALy, 200081 and (Chen e al, 2007 explain that eptimal contiacts basad oo agancy
I herry relerenee Thit i:n:!'l'll]'h.ilﬂil.'.'-i 5 Pl v Term s im Lok T e T aomlhiels
Hence, companiss with on WEC and the higher the NRC quality will tand to result in higher
compensation for company dirceios.

Specilcatiors (81 1n Table 4 are the resubs of muliiple lmear regression belween the
compenzation varioble for company directors and the interoction voriable, nomely the
independem commissioner and the MEC's existence, The velationsbip beraoon B X and
CIOMP 1 posilive il imsipmilicanl, wilkb i coatllictent ol AT amd o tovalioe ol 107, The
regression resules indicace that the interaction betwesn indzperdem commissioners and the
NRCE prescice @4 oot solated 1o the compensation of company directoss. This resulr 15
inecnsistent with the chird research hypothesis (H31. which explains that companics with
adepemalent commmissinrers and KNE el o prosdace lvsce conmpomsation Tos direetims. On
the other hanaf, (he mgw:-;-.iun reslls ey |1I;|in Thiil |.'|:|1n|'|:|1|ie_-.:; wilh iﬂ:lrgnr:l¢nl
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commisioness and KME do oot compensate tor discctors. Finally, specitication (7] in Talblz
A, shows the aapceaction selationslip bevween B and 90 vanables with OOMEP. The
H"|.'I|i-:'\l11.--|'|l|'l belwesen B3O amil COMRP iy ]'H'H'ili'-l_" wndl inkipilir:lul, awdth 2 coed licient ol
04005 and a f-enlue of 000, The regression results indicate that the inferociion befwesn
sdepende comptissicners sl the MBS gualicy 5 oot iclacd oo the compensation of
BRI chireciorrs, This mesell s also moonsasienl with the thimd reseorch h:.]nu.hl;-ﬁw (IA],
which explains thal .':|1n|'|:-:.1||i|:-.'\.' wilh naberpendent comnmissioners aml h|_|-':h|.~r-:|||.uiil'_-.' i Lhe
MEAC rend o produse Losweer compensation for directors, On the ofher hamd, the regression
verults explain thar companics with independent conmissioncrs and e higher quality of
Che BBRECT o nesd el 1o comnprensate the dimeciors.,

I comnection with the results mentioned above, the regression unalysis results on the
fiysr hyypothesis show thar companies with a bigher satio of independant comauisaioners will
pelace oswver compensatnon for diecion, I Dalloses the siew of boand indepessbance as an
elTestive povvernanes mechanism in reducing the occwmrence ol opportunistic behovior by
management, ineleding i commpensation {Benkraicos o al.. 20071 On the oher baod, the
regression @l vaas resulis on e asconil by pechess S that compames satha higher MER
amad guulity ol MPC will resoll in higher compensition e dirgciors, This lnding =
inconsistent with the second hepothesis, which views the KRC &5 a reinforcement of
corporie  governance  thar  prevewrts  exceutives Tom datenmining thelr coslracts
W lamsen. T9R51. Poasible arguments for this inceasiscsey acc cxplained based on the
||r||i1.'|:|.| P TR AR | :|'|1'|:-'r|'|:|;."||. This :|]:-]:-r||:|-::|'| imsurnes Thal hreands dr::igu -;:||'n|'||-.r|t;.|Ii-::-1|
schemes to provide managers with etficient incentives to manimize shareholder volue.

Meanahile. tlse vegacssion analysis vesales an the chird hypothesis slow that teese is
mo amdericinn relationship helween mdependenl  commissionars arkl SNPC weh
compenzation for directors. This result iz inconsistent with the third hypothesiz, which
considers the independent conunissioner and the WREC as 2 soong goverpanse mochanisin
i lerrns ol el Fecteve board decestons, me o cormpemsatiom, The possitle meason Qo this
cesult is the conBlicting effects betwsen the research resalts on the first and  second
bypothescs, cesalting in a awally exclugive relationship oo the likelibood of the interaction
rasul 1s.

In conmection with this, severnl soudies hove Tound oo relationship  between
11||:|-e'Fr.1||:|ren| ol ssiomars il the NER O amil compEnsalinn lerr CITTILIT Y e laors
. Anderson and Bizink. 2005; Deaily et ol., 199E: Mewman and Mozes | 1999)  Anderson and
Bizpak, 2003 ) conducted a study toocxamine whether greates Didependenes within the NRC
mmeres sy shareholder mlerasis amil whel bar Thee 1Y JressTce m ke PECD leids b an
opporinisic poviment structure, This study indicates that the WPC, which consists of
msiders cr CEQS, doecs oot peovide excossive wages of lower overall inccetives. The
reseatohiers Toomd no evibence il pivreEnls thecres sl or Thal meal imeaeninves 1ncreised
when the CEC left the NPC. Fumhermore, (MNewman and Mozes, 19991 examined whether
the compaaition of the KNE affoos CEOD compensation practiiecs, Thes study’s resolts do
mond Terel PRl CTEE CEEIRETEn 1% il m GO 1l Braves insisbers ol NP tham 1o
companies that do not hove insiders at KPC,

Moamwhile, (Daily coal., 1998} cxamined the relationship bepween the company's
NPC composition and variows CEOQ compensation measures. The rescarchers found no
eicdenee thar dimeetors bl i bigher sote, or chanee. aof CRCPcompeasation. These fndings,
horwever, min ol =LppET] 1he pr{l:li-:_:li-:_ﬂl.x ol ey |hn'|1'}'. Cme i=1|_|:'1'|'rre_'.l.:||i|1'n il the
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findings is that they sugmest that divectors serving on strong board committees, egordicss
af theirdegree of indepedence are miondful af e shareholdors obligateoms,

CONCLUSION

Ther prarpose: il his stucdy s s analves the relatonshg of mdememlent comemi=soners,
e WRC, and the cormpersation of dircerors inall comgraisies st o the IR pesest 20010-
20008, Thread on the resnlls ol the ey carmed ool ihe I'||II-:'-I.'.'ing vermclissiins cim be draaswn
Independant commizsionars have & sieniticant negative relotionship with compensation for
connpany  dicctess, 0o mcans that companies wath a higher ratio of  independent
e s lend 1o pnuiu:r. lespnsr COTIRE T LN lewr aZimeinrs, B ois beeanss i:Hi.-r.pmuInm
commisioners tend o be pble o exercise more effective supervizion in reonitoring
managerial belavion Indzpendent conumigsioners have an inecidive 0 nepikiton maisgciial
actiom= o Teciively hacmese Ihr.:' hear the bumden ol il'igh r-e*.|'|||:|..1|i-::-r| airsls. Adseo, they ane
experis in the orgonization's internnl control and hove the relevont experiize o supereise the
Lo MAEASEENE beain 1o &t gaoceding o corepany obgectives which can minimize ageney
profems wilhin Thee LTI Y

BPC hos oosipnificont positive relaionship with ihe compensation of company
directors, 10 meams thal companiz= with o hizher MERE and quakity off KNE fend o produoces
higher compansation for directors, By the Voptimal contracting appeoach” visw, boards arz
dsdumicl v destet compensation schenses i provide smamaecrs stk ciicient mocnnvies 1o
rmitsirmive hareholder value, The |J[||i1ni|I cemiraLing L [ rﬁ_:ugni:.-':_"\.' thit IR sl er
froon agency problem: ppd doopor awomocically meaximize shorcholder wvalue, Thus,
prevrviding adeguate seentives womanagess 15 ongortant Lnder the optimal conmractual vicw,
hinmis, wllr!-.1n|_; i shiarehallers mierasls, seak Lo ]'.r\-cwu’lr such imcenlives lo LTS
thrcugh their compensation pockames effectively.

The intermeton hetween the indeperdent conumissioees aml the Mational Auwdie
Cloirmrmilies 1= red relalexd COTIRIm Y abrrectors ﬂ'r.n[lHn-:ll'illn. The ]:-:\a.uihilil_'_; anl 1y resull
is due o the conflicting effects betvween the ranlts of the study on the first and second
brypoicses, cesuloing inomuraally exelosive selaticnsbips ool the tendeocy o the intcraction
resulls, This mesms b compemies with mdependent coanrmissinrers aml KNE do net have
i lemlency for dhimecios’ compensatnn.

This =tudy has several limittions that can become recommendotions Tor (urher
vescarch. Firsr, in measuring compensation, this study only wecs wotal conpesation for the
euhire hoard ol divectors, socthar igaores the contsal position of the CRCL wha bas prirmary
responsihilify for the company's operalions 0 shareholders, Second, the relationship
between independent commissioners and NPC with compensation o this study was only
teztexl theromegh apeney theory, so Baian v aon sufficeenn i anderstasd the i relationship.
Thiml, this Hl,ulj_l.- ||n|_'_.' 1% i'1|I¢|_'-e_'.r4ie_'.11| cormmissioners amnd KNFE s iII{]E_'!FII_‘ﬂl_h;"EI: wilrlithles
aothat it is less comprehensive le examining the relasionship of corporate 2ovwrnane: 45 a
whole,

In this comneclion, lurther Teseanch can o a prosy for e J'_-'rnpul'li::-u nl CECY
compensation tor the compenaniion for dirsctors’ variable to get mere precise results on the
study of the compensaton. Thew, funue rescarch can smdy e melanonsbip bepsoen
independet eommiggioners and MM wath compensation throwgh other theorics, such as
stevanlship theory, sshiulional theory, skakeholader theory, pobitcal thesey, aml athical
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theorics. which may be more saitable forthe scope of this study. Furtherroore, futere studics
can wse ather SOVETIANC varaliles illm-q;:ilil.:ﬂl:.' sz r:la[i-::-muh:px TEHHIIfiIIE_ Eliis
rausiTih,
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