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Abstract

In non-family corporations, there is a conflict of interest due to the separation of
management from the ownership of the company, and the issue of the agency
relationship between the company and directors is raised, and directors may not act to
maximize the wealth of owners. The most important way to align the interests of
directors and shareholders is to give compensation to directors. Directors' motivation
Is a function of the compensation they receive. If an efficient mechanism is not used to
reward directors, corporation's resources are wasted. If an efficient mechanism is not
used to reward managers, managers' resources are wasted. There are different ways to
executive compensation. According to Article 241 of the Trade Law Amendment Bill
of 1347, approved in 2016, mechanism for executive compensation is based on a
percentage of annual profits by setting a ceiling. Profit-based payment mechanism has
drawbacks that prevent the efficiency of the executive compensation mechanism in
public companies. This mechanism has no economic efficiency and is unable to
measure the actual performance of directors. Also, compensation should not be
limited to a certain ceiling, as companies vary in size, difficulty, liquidity, and so on.
Therefore, each corporation should design the compensation mechanism according to
criteria such as company size, risk of activity in the company, type of industry,
remuneration of directors in similar corporations, and other methods of payment of
compensation and benefits should be used.

Keywords

Managerial compensation, Corporations, Efficiency of compensation, Appropriate
compensation, Ownership of directors.




