T

N T EfEE B S S VA a2 R JE, DAL — 2 RO
TR R 7 TN B2 240 Sk Ul e A 2 ENE Bl OB SR AR KSR 2 A B
WK Hbs b, mEHIMAENLST LT IR 2, AL ST i Ak
MG, R PR TERF AL . SORIORS PEARFAL T 58 T B0 A I 5L
G ISR U P AL 2 32 AT D, 32 i 0 ol R 430 B8 303 F R T

AP BEAT 9 AT HE DR BT BT BB AN AL PSS IR, e rp AR A i K]
FET AT R U B IA DY, & BRI A 5 e v ] LAV =
NS BZR Hbs—80 s/ ACEE i R 5 A B 32 20 =2 AN T T
SEMABEG RS — 5T, A BRI o) B2 TT LA ROeRs v i R 2 H AR S ROR
Aot AARAHES £, e B AEREAT B8 SR SR SENIE I,  JR Ee fe I B # BE
1785 F— 5, A e RIS R i, S 7 R E BN AT
IR 3BT, PSS 2 7] I BCR A 2R DL (B SEPR TG DR, B il
R Z AR A “ORETE” RRAERI, B “E SRR MR AR, fE “ HAE
T 7 AR REST T, B AT RGOSR AR W BER Bl & £ AT N, DAY
N8 ARSE AR B8 0 A BB 22 (AL A\ 2

AR SNV AT SIAIE P AN I3 v 3 T 2 ) R 3 PRS2 X 45 B8 R 11
SOMREAT 3 A RISAIEAR 36 . FESCUERFC A, GEH T 2010-2021 FE4HE A i
EWi A ENREAR, AR RS, R T Richardson FEALTHE IR
PRI R AR RCR BB, AR R 0, MR BT, W Rk = EHAR
T0, NIRRT RN, KGR0 K YIa] 4 I SR AR B U 2 SR
TR R SO R, A5t A N IRTR SR IR P, R AR B AR B
PR o SRS SRR WY, B IR 1k (R A8 0 e 8 (0 I BE BB AT o0 & 9 1
FON B RAT NI FE A R . BeAh, ARSCEGIN T 1iE & B — 50
OxF) R PR A O AR, R BN o8 T B R RE AT R e S ARG 2 o B
W ERBILR TN o ALt — 25 MR, ASCOCR BRI AT fhBt
LYRREL UL E PRBE BTR3NS, 3R] 7 AN RIS AL Aol v o 37



TR 2 X b A3 58 2R3 S R0 LA B T AL R AN [ SRR Al v g 4
BOR o FERRY], FEHARRAFARFI BN, MXTARER . a2, B
NEBFERCEHEN A, mE F RS E A R AR BORE
B35 AR 3 b Aol $5 B R B B R R B Y R . [RIN, AR AR AR AR R
FIfE O, THEE B AR ERIEAREAG . 3RS (R 55 2 R AN E 2
BRI 4L B

KA PR E, T, R RCE



Abstract

In order to alleviate the conflict of interest between executives' personal
interests and the long-term interests and value growth of the enterprise, modern
companies generally adopt performance-sensitive compensation contracts to
incentivize executives to pursue the enterprise's long-term interests and value
growth. However, in reality, executive compensation increases more when
performance rises, but decreases less when performance declines, exhibiting a sticky
feature. This sticky feature may lead executives to engage in opportunistic behavior
by exploiting the asymmetry between compensation and performance sensitivity,
thereby affecting the investment efficiency of the enterprise.

Investment behavior of the enterprise may result in two types of problems:
over-investment and under-investment, and the fundamental reason for this lies in
the principal-agent problem. The optimal compensation theory suggests that through
the design of a reasonable compensation system, executive behavior can be
coordinated with shareholder objectives, thereby reducing the occurrence of agency
problems. Compensation contracts mainly affect investment decisions in two ways:
on the one hand, companies use a reasonable compensation arrangement to make
executives more considerate of shareholder interests when making investment
decisions, and to avoid over-investment; on the other hand, companies use incentive
measures to encourage executives to invest in projects that have higher value, and
to alleviate under-investment problems. However, the existence of the sticky feature
of executive compensation in practice suggests that the design of compensation
contracts may have problems, resulting in the widespread phenomenon of
"rewarding heavily and punishing lightly" in companies. Executives in such an
environment may engage in opportunistic behavior to obtain more private benefits,
thereby reducing the investment efficiency of the enterprise.

This study uses literature analysis and empirical analysis methods to
investigate the relationship between executive compensation stickiness and
investment efficiency of the enterprise. In the empirical study, all A-share listed

companies from 2010 to 2021 were selected as the sample, and the residual



calculated by the Richardson model was used to measure the dependent variable of
inefficiency investment, where a residual value greater than 0 represents over-
investment, and a residual value less than 0 represents under-investment. The rolling
compensation stickiness over a five-year period was calculated as the independent
variable of compensation stickiness by subtracting the performance sensitivity of
compensation when performance rises from the performance sensitivity of
compensation when performance declines. Through model construction and
empirical analysis, it was found that the existence of compensation stickiness
significantly increases executives' over-investment behavior, while compensation
stickiness does not have a significant impact on executives' under-investment
behavior. In addition, this study introduces market value management as a strategic
management factor that affects company governance and finds that strengthening
market value management can effectively suppress the positive impact of
compensation stickiness on over-investment. In further analysis, this study also
introduces the property rights, industry characteristics, degree of financing
constraints, and size of managerial power into the model, and explores the effects of
compensation stickiness on investment efficiency in different types of enterprises
and the moderating effect of market value management. The results show that, under
other conditions being equal, compensation stickiness has a more significant
negative impact on investment efficiency of state-owned, low-financing-constrained,
large managerial power, and non-manufacturing enterprises compared to non-state-
owned, highly financing-constrained, small managerial power, and manufacturing
enterprises. At the same time, under other conditions being equal, the moderating
effect of market value management is more pronounced in non-state-owned, non-
manufacturing, low-financing-constrained, and small managerial power enterprises.

Key words: Stickiness of Executive Compensation, Market Value Management,

Enterprise Investment Efficiency
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{7 B, s B B DT T RS R AT ONEEAT B AL R, 2

AR A, 5 — Ty T e 3o H R IBOR i S KA B8 R SR 2B IRl R4
IR BT R A HERPE . £ LR MG b, ASCA T M k.

H2: s iy {8 B RE SR A i i IR P Xt A b 43 B8 38R A T AR RS T

—

=
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e i B TR T Il 5% BE RCR I L R IT AT

84 5 Bkt
4.1 HAEES BRI

AL B R T A BT A R ONEEA, EHL 2010-2021 AR
FUBT I B, 0P RE A AT R b2

(1) sl G RAT Ml BRI 2514 53 AN [ T o) B AR [R) A 45 SR = A s, K 4
ROR S 2 T 28 ) G B

(2) AR TR RREPE, Bk T ST, *ST WEAH;

(3) ik BR GRRFIRE A Z [ R ANTE SR, 0 il SR R A FAN HE 8 AR s
ylloS

(4) XF 4= BB LLAF k4T winsor 6 (1%F1 99%) AL,

(5) X F AR EAT IH— b Ab B

(6) NP IEATREH L EARDE, BT OLS [IAMRHERB& I AR EH
R

X JRIGREAR AT FIRAC RS, ASCILIRAT 12286 MHEFMEA . ASTIE
3 4ok 5 T CSMAR A1 WIND 45 e, i F Statal7.0 S 408 2E47 Ak BN
ST

412 TEIZNEEE

4.2.1 BHRRERE

ASCILEFEAE % Richardson (2006) HEIAT5 %, PLA &) SEBR#BE K15 1
W B2, BB B3 22 i 4 0 B R Dy i B RCR IR Inve f I 1R
b, BARBERIANE .

INV;, = aog + a;Growth;_, + a,Lev;,_; + azCash;,_; + a,Age;—1 +
asSize;,_4 + agReturn; 4 + a;INV;,_, + XInd + XYear + &;, (4-1)
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