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Empirical Analysis of the Executive Incentive Mechanism
and Company Performance of Listed Companies in China

Jiawei Zhu
South China Normal University, Guangzhou, Guangdong, 510631, China

Abstract

This paper selects the data of 80 listed companies in China’s Shanghai and Shenzhen stock exchanges for four consecutive years
from 2016 to 2019 as a sample, puts forward the assumptions about executive compensation, shareholding ratio, asset-liability
ratio, company size and other related variables, uses software Eviews to analyze the correlation of data and construct a multi-linear
regression model, empirical evidence shows that: the executive compensation, shareholding ratio and company size and company
performance of listed companies in China show positive correlation, the ratio of assets and liabilities is negatively correlated with the
company’s performance.
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ROE GMP MSP LNSIZE DAR
ROE 1 0.03 -0.02 -0.02 -0.07
GMP 0.03 1 0.05 -0.44 0.01
MSP 0.02 0.05 1 -0.02 -0.02
LNSIZE| 0.02 0.44 -0.03 1 -0.03
DAR 0.07 0.01 -0.02 -0.03 1
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Dependent Variable: ROE

Method: Panel EGLS (Cross-section weights)
Date: 12/06/20 Time: 07:17

Sample: 2016 2019

Periods included: 4

Cross-sections included: 213

Total panel (unbalanced) observations: 838
Linear estimation after one-step weighting matrix

Variable Coefficient Std. Error t-Statistic Prob.
c 0.148234 0.023225 6.382389 0.0000
GMP 1.717269 0.905585 1.896309 0.0584
LNSIZE 0.007656 0.002270 3.372867 0.0008
MSP 0.004298 0.001580 2.719580 0.0067
DAR -0.056163 0.008561 -6.560579 0.0000
Effects Specification
Cross-section fixed (dummy variables)
Weighted Statistics
R-squared 0.453265 Mean dependent var 0.335322
Adjusted R-squared 0.263096 S.D. dependent var 0.415817
S.E. of regression 0.246650 Sum squared resid 37.77934
F-statistic 2.383490 Durbin-Watson stat 2.661722
Prob(F-statistic) 0.000000
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