Accepted Manuscript Journal of
CORPORATE
FINANCE

Do Corporate Managers Skimp on Shareholders’ Dividends to Protect their
Own Retirement Funds?

Assaf Eisdorfer, Carmelo Giaccotto, Reilly White

PII: S0929-1199(14)00157-6

DOl: doi: 10.1016/j.jcorptin.2014.12.005
Reference: CORFIN 869

To appear in: Journal of Corporate Finance

Received date: 18 April 2014
Revised date: 15 December 2014
Accepted date: 17 December 2014

Please cite this article as: Eisdorfer, Assaf, Giaccotto, Carmelo, White, Reilly, Do Cor-
porate Managers Skimp on Shareholders’ Dividends to Protect their Own Retirement
Funds?, Journal of Corporate Finance (2014), doi: 10.1016/j.jcorpfin.2014.12.005

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.


http://dx.doi.org/10.1016/j.jcorpfin.2014.12.005
http://dx.doi.org/10.1016/j.jcorpfin.2014.12.005

Do Corporate Managers Skimp on Shareholders’
Dividends to Protect their Own Retirement Funds?

Assaf Eisdorfer Carmelo Giaccotto  Reilly White*

ABSTRACT

What is the impact of long-term executive compensation, particularly large pension payouts, on
the firm’s current dividend policy? We argue that managers with high pension holdings are less
likely to adopt a high dividend policy that can risk their future pension payouts. Using a hand-
collected actuarial pension dataset we show that (i) dividend payments are significantly lower
when manager compensation relies more heavily on pension payouts; (ii) higher compensation
leverage and inside debt have a significant negative effect on dividend payments net of stock
repurchases; and (iii) the negative effect of pension on dividend is significantly weaker when
pensions are protected in a pre-funding rabbi trust. We show further that this agency behavior
reduces firm performance.
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