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Abstract
The three essays examine how executive incentives, internal pay structures, and corporate governance shape public firms. They study CEO compensation across firm life cycles, executive pay dispersion under financing constraints, and changes in CEO relative pay and power following TCJA-induced tax windfalls. 
	
The first essay, “When Incentives Help and When They Hurt: CEO Compensation, Firm Life Cycle, and Downside risk” examines how CEO compensation shapes downside risk across the firm life cycle. We find that equity-based incentives strengthen downside risk in early life-cycle stages but systematically erode it at maturity, and that option-based compensation is especially destabilizing in mature firms. Fixed compensation becomes increasingly detrimental as firms age. These incentives affect downside risk by altering firms’ investment behavior and crash-risk exposure, including elevated crash risk in mature firms. The effects are stronger among smaller firms, firms led by non-retirement CEOs, and firms with long-tenure CEOs. The findings underscore the importance of life-cycle-aware compensation design for firm’s future downside risk.

Second essay, “When Unequal Pay Becomes Costly: Executive Pay Dispersion, Financing Constraints, and Residual Risk-Taking”, examines how executive pay dispersion within the top management team relates to firm risk-taking and performance. We find greater salary dispersion predicts lower next-year shareholder returns, with a more adverse association among financially constrained firms. Salary dispersion is also more positively associated with subsequent downside and idiosyncratic volatility as financing constraints tighten. Residual-based measures show that pay dispersion amplifies downside and idiosyncratic risk unexplained by benchmark variables. These effects are stronger in firms with high CEO power. The findings suggest that executive pay dispersion is not merely an incentive design choice, but a structural governance feature that might distort residual risk-taking when firms face financial frictions.

Third essay, “Are CEOs Empowered by Windfalls? Evidence from the TCJA”, studies how exogenous corporate tax windfalls reshape internal executive compensation structures and reallocate CEO power. Using the U.S. Tax Cuts and Jobs Act (TCJA) as a quasi-natural experiment, we exploit cross-sectional variation in firms’ pre-TCJA deferred tax liabilities to identify unexpected tax windfalls. We find that tax windfalls lead to a significant increase in CEO and non-CEO total pay gaps and a modest increase in composite CEO power. These effects are driven primarily by adjustments in option-based compensation and equity-linked incentives, rather than broad increases in cash pay. Event-study estimates confirm the absence of differential pre-trends and document a sharp post-TCJA reallocation of compensation toward CEOs. The power reallocation is concentrated among short-tenure and near retiring CEOs, consistent with strategic exploitation of transitory governance slack following windfall gains.
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