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3.3.2 F2 A7k 2 ou 4k 0w A I 3 i R e
B H, FH,,, RN
Pay, , = ay + @y Sdi; , + ayn Roe,  + a3, SZ; , + ag Lev; , +
aysSta; , + o Ehd, , + 0y, Dua, , + oy Boa,  +
ZYea+ZInd+ £, (5)
Pay,, = ay + ay, Sdi, , + a,,Roe, , + a3 Sdi, , » Roe,  +
0y SZ;, + aglev, , + a,Sta; , + ayEhd, , +
ayDua, , + ayBoa, , + 2 Yea + and+ 3:,1
(6)

R1IBEEW
Table 1 Definitions of Variables
eS| 2B TRAR AR R A
B g Pay 5 E K T ZFIHD 3 2 FEHE AR 3 AR
SP1 WEAENETARZENSE M TAFRBR™ A EHFMERERHE

SP2 WA BE R BT 20 R Z [ Mk 55 53 A

TAFBMA L G F MR EBALE

W FARFUETAM FARTAEALR H AR

- — SRR 22 B A 55 B A P90 U P e o (e
xS E BB RIRS PR

sz AT ST R B AR
Lev B AT U RS B A L
Sta PR MR i, EA A TIRGEY 1,3 EA A TR 0
Ehd [EX-Ex1i) R T R L

R —— MRS | R 5 A P — IR 1, 50

Boa EROHE
Yea SR

Ind 1l

HufEH 0
KAEFLNBEM

R AR
Froll AU &t
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Hod, oy Fl o BB, 0, ~ g vor ~ g A5 ZE (A
AR, &, fel, HHEHLIRZM, (5) R (6) X4 5
38 7 A\ AT Mk 2 74k 0 BB B K F A B B
BN E W oy RBLFARTI ETAREN &
BEHBMAKFR W, T ay HIE. an LT R T
b 28 70 102 BE X B BT T Al St MR M Y R T, 6T
ey BENE,

AR A T A A AR S L E R
BREMAIE, rHRR FARATLEZ LN S EH
T 0 ol 49 82 WAl 5 T STPR R — B, B P AL AR A
A BEAR A b 95 4 A AR, 4 ) R R UL B Dspl A
Dsp2., 10 5 SP1 5% SP2 ) B (B K T 4 48 BE B9 FF A o {iL
B, Dspl S Dsp2 BUAE A1, E LA F AR R & HLE
BE A 5 5 N Dspl 5 Dsp2 U R0, & LA T AR &R
% B .

3.3.3 T2 w3 2 n Ak X R B B I OB B R e

N R H, FH,,, R

Pay,.., =g+ uSISdgj_‘ + aﬂRoef“ + aﬁSZm + as‘,Lev,._‘ +

assSta;, + asEhd,  + as;Dua; , + agBoa; , +

Y Yea+ Y Ind+ e, (7)
Pa_rl..‘ =g + Sdg,..! + o:uRoe;J + adeg;., -Roe“ +
Qe SZ; , + agsLev, , + agSta; , + ag Ehd,  +
agDua, , + agBoa, , + Z Yea + and+ 3?,x
(8)
Hooh, agp Mlag A BT, as ~ a5 0 ~ ag 52 E [
HARK, &, e, MBEHLIRZ T, (7) XA (8) R4 5
Kz B 7 23 ] 3 38 2 o Ak 3ot 5 A I K S R 3 I e 55
BURENE R, LRGN T ar KM% L ER
ARSI EAE, pEER FARME £ Tk
X v A S T Dl 1 R e, B R A A i O s S RT3 —
ooy B T2 7 M3l £ o0 08 BE X B 5B KR
BB, T sy B35 N I - ag SOBR T 2 Rl #3802 O
EBREMEEHFM L SERENENE, T o, BF
HIE .
3.4 BRERIT
AR EBET M RER TSR R E2, SP1
Hy {H 40. 401, HR{EH0.975, F MWK FF
FHATR A EEAE.091%HE 06T FAF,
BEEMNHETNE. 8% E=n/H T FLAEE
T - SP2 By ) {6 0. 475, SR E N1, RN FEHKF
B b Al A IR R AR 47.509% & d1 T4 ] A
R BRRANWEET2RELRARH FARGE.
MRS ERTURL, FTAREERA LT
ARIAEHEBERRELZEVFNEE LS RRNER
Tk Sy ¥ {8 R 1. 143, B R (H 42.639, K44 5
g BAHN, FTARABKFHESENTLEE
H3.958 I, mEH26T - Sdg I (E N 1.074, JRK(H
H3.045, 5k 2 % Btk 48 R Ak R e A R B MR %
Y HB R Hd 4. 206 >, e 2 A 424, MR STt
HRALEN, Sl &R E b LR e Tk
ST KT AR Z T L Tie

K2 ARUERUTESR
Table 2 Resutls for Descriptive Statistics

A #H e R/ME BOKHE
Pay 14,026  0.707  12.186  15.862
SPI 0.401  0.268  0.002  0.975
SP2 0.475  0.351 0 1
Sdi 1143 0.695 0 2.639
Sdg 1.074  0.825 0 3.045
Roe 0.062 0.120 -0.504  0.379
Sz 21.857  1.261  19.244  25.768
Lev 0.443  0.218  0.046  0.957
Sta 0.423  0.49% 0 1
Ehd 0.062 0.138 0 0. 843
Dua 0.237 0.425 0 1
Boa/ A\ 8.817 1.743 5 15

E AR AL 2 13 658,

LRHNEE .
35 HELHIZH

it T E, FEZEAURFEFENR T E
MEEILLPER M, O L2 &8 5K E w2
MIEEAREEARSGETEMEEA L ARE
P, R EBR 5 22 B9, 7 (B 19 R A A X b o 15 A
fiwhite R F ZHE, QXA RFENTETEN
VIF {f H£ A #B /)N F 2, Tolerance {5 B . K F0. 100, 3 #H
REEHBEHZHEILEMERE,

4 SLIESRIH
4.1 RS RA
4. 1.1 BF AR Z Bk % 4 A % @ 5 B e R e
B 56 45 R
FIGHBFAAZEN S MRS HWHK
FHF B SRR R RS R, SPLRISP2H
BlERABFESR R, LT EBRENE, RS F
AAZENFEFFTFFAAMELERS, LT AHA
B B K AR &, H,, 78 B 38 4iE . SP1 - Roe 1 SP2 - Roe
BB R B E1%KF FBERT, ZHEGET LA
ZEEFAHFFARMNEERS, LTAREE
I b 557 SO MR RIS, 1, 18 B SR IE .
4.1.2 FA T £ T4 3t 75 8 5 B 85060 5 na i 46
IR
AEBVFFESATFAAN, FARATIE
Z Ju Akt & B B K P Il SR SR R e
B N T s /A1 7 | Al A R
A% 4, 4 41 ¥ B Sdi 1 Sdi - Roel¥) ] 19 45 52, 4 45 1 52
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Table 3 Test Results for the Impact of Business
Distribution between Parent and Subsidiary
Companies on Executive Compensation Incentive

Pay
- 0.046* 0.093"*
(2.136) (3.870)
. 0.012*** 0,015 0.012*** 0.017°**
o¢ (23.857) (18.199) (24.131) (20.684)
SP1 - Roe =0, 008 ™
(- 4.376)
et 0.091*** 0.143""*
(5.636) (8.096)
SP2 - Roe =008
(-7.044)
il A 5 il il ey i
Yea il il k| il
Ind FE ekl gl bl
TR 13658 13658 13658 13 658
MR 0.337  0.339  0.330  0.342

E:HFTARBHE; TCAHEIRKRTLEEE A A
5% FLEE AV EARGREMNEEGRARATA =,
TR

ERRER EFAFARBLSHLERKMEAA
H,Sdi-Roe (EIHZ ML FABE MHEZ T, EF
25w AR %5 b B M RE AR 4L R, Sdi Fll Sdi - Roe B
BlUARBEM A EE R, RATAAAREES
Lk & i, 4 B ATl £ oo Ak R R B SRR
R A A BB AR Sdify [ 3 R B E1%
KV EBFENE, ZHY WV F EEHH4 T F A A,
FARGUEZTABERR, Ehad®mEHFWHK
R , Ho, 18 B 3 iE ; Sdi - Roe 1Y) 8] 15 R B T 1% K
FERBENE, XABLSFESFTFFLAMN,F
AT Z TR E B, & H B 5 8UR R
&, H,, B 256 E .
4.1.3 FN Al b8 £ o0 b X 5 R e R
Wk R

ATHERVF ETE 46 TFAA, FARAB
3 % U X T H T K OF R T Il St O
W AN FARRBELS LERBKMERH
ANREAR A, 47 21 K 58 Sdg 1 Sdg - Roe ¥ [F] 19 45 5, 35
SHTIERRER. 5T AR KRB F L ERMEY
BHARAME, EFARAEARBISHEESHAEARS
|, Sdg 1 Sdg-Roe ) [8] I 22 ¥ {8 ¢ (HARBA B3k, &
ALY EFEES AT FAAEMN, FARMBEZ T
i 10 A 5 I 38l B R el B B R Sdig B (81 1H R 8y
1% KFLERERNE, RALVFFESHTFFL
AN, FARMBEZTHABERR, tHTARIRES
B 7K - #8 7 , Ha, 15 21 38 30  Sdg - Roe 1Y 8] 13 2 3035 76
1%KF FRENE, RELE L FEESHTTAA
B, T2 T s ok R R, BT A ]
b 5T R S , H, 18 31 38 .

R4 FLAAREBFAUBHETFAITUSAEASEFHANERNLESER
Table 4 Test Results for the Impact of Subsidiaries’ Industrial Diversification on
Executive Compensation Incentive under Different Proportion of Business Undertaking by Subsidiaries

Pay
FARIR S EER FA R R S R E R
Dspl =0 Dsp2 =0 Dspl =1 Dsp2 =1
s 0.066°*  0.059°**  0.060"*  0.049***  0.105"*  0.079*"  0.103°**  0.078"""
(5.702)  (4.594)  (5.187)  (3.792)  (9.107)  (6.075)  (8.746)  (5.845)
foe 0.014°*  0.013***  0.015"" 0.013"*  0.010"*  0.005**  0.010"*  0.005""
(20.988) (11.932)  (19.821) (11.784)  (13.634) (3.317)  (14.094)  (3.256)
Sdi- Roe (?: (3)2; ) (Oi _0;)126) [:fﬁl ) ?‘ﬁ;)
Eiraliing i FEH il i il e il FEf
Yea F il il F il =il il il il F il
Ind il £l i = = i i il
U T 6 831 6 831 6 828 6 828 6 827 6 827 6 830 6 830
JME R 0.303 0.303 0.302 0.303 0.370 0.372 0.367 0.368

E A AEIORKRFLEE, FRA.,
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Table 5 Test Results for the Impact of Subsidiaries’ Geographical Diversification on
Executive Compensation Incentive under Different Proportion of Business Undertaking by Subsidiaries

Pay
FA RN % B FARRENLS LEES
Dspl =0 Dsp2 =0 Dspl =1 Dsp2 =1
S 0.158**"  0.143** 0.155°*"  0.140** 0.167°*"  0.140* 0.170***  0.142*
ok (15.578)  (12.436) (15.402)  (11.996) (17.846)  (13.052) (17.911)  (13.307)
R 0.014°*"  0.012""" 0.014°*"  0.013""" 0.009 """ 0.005**" 0.010""" 0.005 """
- (21.012) (13.387) (19.411)  (12.957) (13.165) (4.540) (13.817) (4.762)
, 0.002*"* 0.002"** 0.004 """ 0.004 """
Sdg - Roe
(2.707) (2.701) (5.141) (5.336)
4 20 B il 2 5 ] & ] il & il
Yea il Pl P ) il il | ] il
Ind ot eyl kil ] bt il kil Fs il
3 6 831 6 831 6 828 6 828 6 827 6 827 6 830 6 830
B m R 0.325 0.326 0.325 0.325 0.390 0.393 0.388 0.391
42 FEERR R6 BRNAR WHAH

4.2.1 BERBUEBERN I —SRE

— 77 T, F A 8 Rl BB 6B = 1R 5 B e & 9E e
EF, R B W5 w8 BB 2 B Ak K
R X Bk RSO T R — R E bR
EEREAERN OANTE LT AR ERESEHM
TR B R AR A L 55 G5 AR AE W % 08 5 — A, ok &%
EI b5 B 25 30 BE 8 H o 4 S B AU I AT B SR A,
156 A3 A TR Jh 2 — A 5 e 4 4 R R AR o A SR
K. BFAFABEEE LS LER, £ TRk
B KR B b I ol SRR A — R A
2 B A o 55 Ml 4 2 () R A R R Y
ML, Y FAREn B EREN, 55K
A B BT W AR B, R 320 B AU R R
T2 7 B B KR b R T I Al S R
D b AdmESRTESHENFAEZ Tkl
FHRER URA LT AR BRIV S, T Lk
S HT AR TR A K 50 v A B 3 b o AT R wE o % A A
MFLaElZ X mEFTFMBBAEN. ERER
o 12 eh R R A 4 I A I A R A IR A
) B A (Inc =0) F1 52 1 5 & BOBUBL RN 19 2 7 FE AR (Ine
=), WHZOEENEBREN K NMEEEHN
Ei.

F6 45 H R 7 I I AW 1 B F ok % 4 A ki
BEFHMEBERMERNERE R, Ehc=04+,
SP1#1SP2 % [81 09 2 %4> B 4 0. 116 #10. 158, ¥ 1E1%
KFEEBENEAMZ T, FElne =141, SP1 ) [El
HABONT B2, SP2/) 5 4 R B R0. 156, FE5% 7K F
E B3, & B A E AR R i Chow 18 % Hh #5
Bl AR B2 6 2 50 8 v, & 3w 4 5 SPI [F 13

HREFHARDRERANBRER
Table 6 Test Results for the Impact of

Equity Incentive and Business Distribution on
Executive Compensation Incentive

Pay
Ine =0 Ine =1 Ine =0 Ine =1
. 0.116***  0.082
(4.685) (0.894)
X 0.014°** 0.024°"* 0.015°* 0.022°"*
o (16.154) (7.510) (18.538) (7.652)
Plkos  —0-006%"-0.028"
(=3.264)( - 4.432)
5 0.158*** 0.156"
(8.594) (2.255)
—— ~0.008 "= 0.021***
(=5.920)( - 4.092)
A= ] il £ il il
Yea byl il il il
Ind Pl Yl A =l
ﬂk%ﬁﬁ 2 2
P =0.032 P =0
g rob > x*= 0. 03 rob >x*= 0. 877
T
?i;ﬁ Prob >X2=0 Prob >X2=0. 001
R 11840 1818 11840 1818
B R 0333 0.324 0.337  0.318
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AYEEREER SRPHBARARBERARE &I
LM EE, —EBE L& R RO R A
HE 2 BT 2N B B I K T A R I X ol % 4 A
% B, SP1-Roe 1 SP2+Roe ) 8] 17 & BB fE Inc =1 41 i
FAKTFInc =04, 3= ¥ 7 55 1 AL L ish B9 Bl 24 &)
o, o ] AR EE Ol S5 b EE S B0 BN ol S R
TRMWEBEER F46 LATICHM, Hit, FLHE
RS A S, /T TFAR NSRRI
6 7 B K T 9 280 55, E I 3 B ol R R
B Y iz 1 58
RIGHETTHRBNEBIEA T FAAZT
M EEFMWEMENERNBRES R, FMEH
ERENVFEESAFFARNEE, B S ERF
oy v AR S5 bh T R RE A IR AT ke Ie, UL A
HrE . MR 3 45 R F , Sdi F1Sdi-Roe ) 7] 15
FEAEInc =08 P 1% K E B 3F N IE; W Inc
=1, —EMEHAREHRREMKEAR R E, Sdg
F1Sdg+ Roe i [8] 14 R B AE Ine =00 F I FE1% K F | &
ENIE ;M AEInc =1 A # , Sdg - Roe 1 [8] 15 F& $074F b A
BE . SdHBEARBESRBEENIE, HREMEYE
Ko BREEREH, —HmE, kT E R —E
FRAE b #hMEw B A BE W U, DA T 0 9 h R A
G BT m R B B KO B R A R

FRUBENEE;H—THE, ST ArAZTARE
R, 5K AL M A LA A, R EE S
BB LT AR R EE KR E R SE R
T e 5% SR 14, i S i AR 98 R B b T 20 R E 8 E
B 5 ol 9 1 0 B9 AR BE I PR X T Bl S F
422 BF AR EERETIERARR

AURE S ERENFERGH T T2 A,
BrARZEMBERERT, FTARBEE T
METARAGEFHBBNEEER. BTFTAAZ
EfF R KR BB, — 77 i, (8 F 24 R AT
ZEMEE ERNTHEREEREER ;5 —F
W, EWAREHELAENSERA LSS RNER
T ARHERE RN R R ERERET . B
i, B 43 B 22 (] M R B AR OK, R 2 T Ak R A B
e g R T b T A R T B Y B R R D DR K
MM E R, REFEETARAMRE TR
BEAEGEA LW A, N8 T 47 ZE s
L NP BRI E ST IAEE -§ A 9
MEMER, ERAERERIEF , AW RERTFL
Al ERBOREAR, HELEERET WML, W
EWMBHGTFAFAMBEERNER Dis, T EWAA
5 8 A4 7] 2 (6] b 2 B 2 A bR o 25, B B B A 4

RTENARN. . FLAIASTAENEEFHANERNKLEER
Table 7 Test Results for the Impact of Equity Incentive
and Subsidiaries’ Diversification on Executive Compensation Incentive

Pay
Dspl =1 Dsp2 =1
Ine =0 Inc=1 Ine =0 Inec =1 Inc =0 Ine =1 Inc =0 Inc =1

» 0.084°" 0,046 0.083°**  0.042

' (6.220)  (0.969) (5.968)  (0.868)
X 0.004°"*  0.008  0.005°°  0.003 0.004***  0.004  0.005"*  0.002

¢ (2.886)  (1.366)  (4.379)  (0.483) (2.991)  (0.712)  (4.468)  (0.384)
iR 0.004°"*  -0.003 0.004***  0.001

L (4.556) (-0.703) (4.212)  (0.171)
o 0.141°  0.112** 0.141°* 0114

o (12.601)  (2.605) (12.677)  (2.601)
. 0. 004 °** 0 0.004°**  0.001

e (5.380)  (0.136) (5.537)  (0.438)
itk Sy =l kil £y il =il ] =l 5 il £y il
Yea ] kil eyl #H il ] =l eyl
Ind i il iyl = 255 i il iyl
TR i 5998 829 5998 829 6071 759 6071 759
i R 0.370 0.326 0.392 0.337 0.364 0.329 0.387 0.343
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FTAFPERT ZE bR E, f—SHE
2% H Y Sdg- Dis #1 Sdg - Dis+ Roe , % ZZ £ T 4% ] 2 [8] b B
BB B OR [A 8 0 F 1 2 A R 2 oo 4k v @ # B OK OF
MFEMLARBHENEMES RSAHLF FE S
i FF 2 w720 B M B BE B R T b B & T
REREFMB XA W PIEANKERE R, Sde-
Dis 1 Sdg + Dis » Roe 1 [8] 15 Z B3 #E 1% /K F L B E K
1E, Fe B B2 ) Hb 3 BE g o — 25 48 58 F 4% A) Hh B
Z Ju Ak % w7 B K 7 R B o O  IE 17 R
il o

REBWPFATMEERNFLIMES T
S5REFHANNENERARRSER
Table 8 Test Results of Moderating Effect for Parent
and Subsidiary Companies Geographic Distance on
the Relationship between Subsidiaries’ Geographical
Diversification and Executive Compensation Incentive

Pay
Dspl =1 Dsp2 =1
- ~0.170*** 0.139"** —0.129** 0. 134***
g (-4.410) (11.873) ( - 3.233) (11.515)
. —0.005°* —0.003" —0.003° —0.002
" (=2.605)( = 1.717)( - 1.735)( - 1.034)
) 0. 047 *** 0. 041 ***
Sdg:Dis g 959y (7.550)
" 0.010*** 0.006°* 0.010°** 0.007"**
2 (12.607) (5.116) (14.062) (5.429)
ST - 0.009""" —~0.006°
(-2.678) (-1.810)
Sdg Diss 0.002*** 0. 001 ***
Roe (3.904) (3.054)
AR 5 il =il il il
Yea kil 5l =l syl
Ind kil 2 1l il syl
TR 6653 6653 6639 6639
WM R 0.391  0.388  0.378  0.377

4.2.3 PR W B — SR K
HEARMEEAFERE LT 6 M %KM
WME BB Y RN T AFEREESR, BA LA
TR0 B T TN O R R R R R RO P B 2 R
] RE R ST A5 B b T B BURE BROR [F T A 2
Fo AR RERYE HA T —SRK, KRG
B AT o AR SR, 5 o A AT
AFAZBTAMNFMAKFHERERE AR FERIY

o EHEB SRR MR SRR TR EER
F IR, e % 5 i #F 4 7 & ot 4k Xt B B #7  l S
HERENEWEEEAASERELAAZEEBA X
M EER., FALERVTRENERET REL
AEEAYHRERERAKERBHLS  BE KR
B TS0 ERM, EFEMA PR TET
WARBH IR P "™ N EXEE Y
R AFM B EHES TS SN ERET
B A B B

4.3 BEHERE

(DAAEENENLHE, EEMERE, GEH
MK FHESNBSELEARFY MEELEA
HRHEARZ AT KT R, MK BT hRE,
B, 7 T2 8 £ 00 k%t 8 B 3 oK - 5 A e e
BOMTREAAESR THEHZR S 572 B2 H5 % mim -4
Y L P (R R B RTZ P A ) A, AR BF R R A Sdi
a1 0 B0 R T R R I KT I B R G 4
SRE W U A Sdifk 2A % R B B K E B A IE R
Em, FFHAE1%KF ERIFRE. EFETREMA
A A RS AR 5T A SR AR R BT .

) BBEFLAAIPERELTARMEA, R
A p, FHARNFAR M LW AR S
WIAPAHEAR, EBAR R AR MERF S
FUMEFMEEREET LM FARAARERFL
I TRY E 5 27 iy e B s s o Tl e o e i
MFARAlGHEEMETILFAE, ZEHEHAE LT F
ARIMEH LS, MUBRBT EHFAREEN
ShEgE. Ak, FAANETNARMEATL |
BETHI—TBEEPEENE NHEE, TEEK
BRERNPLERBAMNELFE—CEBENRE.
ETH.JIBRFARAPEAGTLETAGANEASTE
SIS, AW A AR AR A .

) B d b gim it i, £EER P, &
W 5 R P A0 B AE 2 % ¥ 18 2% J5 09 0 BT 35 1 B8 7l
LR A WS, HT Roe RETHE MR, 5F
Fl@fF. A2 Ar Sk Ml FfEN
oA, MRoa RET B E=MT6H Bk, =055 R H
Roa#s X Roe {E K M BV SR 19 2 &, BT R i@ P16 56,
#EREFwEBHMERER -

(HFEBRFLARZTAMMETRE, BRI LHa
B R BT T2 74T 0 3k 3% £ o0 4k 4 2 R 1A At
DSdi f1DSdg, 4 F & FERA7 L B & K F1 8, DSdi
=1, H M DSdi=0, M 7E B F o v BRI 728 5
BMERSTARFEEKEE LMK T, DSdg
=1, FW HDSdg =0, B FAAZ LW EE &
E.REERSEREEINEL -3,

5 &g
51 RRER

AHIEET LT AFASHERLFMEITAL
B0 TR JEE AR, 5 A BT " kSR IR
B 28 A X R R A RE T SR B0 AR AL A0 AT R e b T A R
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Table 9 Test Results for the Impact of Business Distribution and
Subsidiaries’ Diversification on Executive Compensation Level by Different Property Rights
Pay
Dspl =1 Dsp2 =1
FEEALFE EALAR EEALE BEALH
EEEFLAE EAEZLAH FEEBAF EHAEAT
SP1 -0.064""  0.162%"
(-2.183) (5.074)
s 0. 021 0.166"""
(0.920) (7.235)
Sdi 0.082*"" 0.114"""
(4.777) (7.334)
Sdg 0.125**  0.202°"
(8.331) (16.496)
R 0.010°"* 0.012*** 0.010°"" 0.013*** 0. 008 *** 0.011°"* 0.007*** 0.011%**
o (14.077)  (15.892) (14.158) (16.614)  (8.007)  (9.916) (7.280)  (11.189)
EHITEE il il il =i = £kl =i il
Yea Fas il £ il Js il oyl Fas il £l il
Ind il oy FE il =l il ¥l £l FE il
FUER Prob >x*=0 Prob >y*=0 Prob >x*=0.022 Prob >y'=0
TR & 7 877 5781 7 877 5 781 3 696 3131 3 696 3131
W R 0.320 0.390 0. 320 0.392 0.367 0. 395 0.371 0.434

BEHFMME R, \A T EW AR AL S S
FRFAE X BT 2 7 & BB SR B R E R T . B S
GREA  OLEWARGIHEEL S @ T4 FRE
i J5 4 o T 2 W R R AR AT I 5 B B 6E Ok
1 BE A M AL R I3 R b X R B A RERI R OR
AmMFAFARENL S LERS, EHAd&EH
7K - L s A T F AR Bk 5 L E B SR, &
FkstEmEHAFREELLE HBRENGE &
REAR, Tk %5 20 6 T F AR M L BB, b F
EEHH A ERERE, QU FFELAT T
R, TR ATk R ouk e E WA W&
B A 55 Ao Bt A9 %5 R KL R BT A R X
BEAERTR, BN F2ARTERERE TR
EEE, LTAFARENHMKFER. @T A
7 oll # HIR Z TE AT & ol BB R L R B T BT
AFAFHERGTZ T ARBREMHOTE S, S5
EREQGTFFARAAT LR MRS TABEERR
B, £ T2 B L S R B T
52 BREMALRBR
AMAMBELAREIEQER: OEBTFLAAZ
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Business Distribution, Subsidiaries’ Diversification and
Executive Compensation Incentive of Listed Companies

MA Zhong, WANG Longfeng, LIANG Xiang
School of Economics and Management, Beijing Jiaotong University, Beijing 100044, China

Abstract: The executive compensation incentive is jointly affected by multiple factors within and outside of the firms. Few exist-

ing studies investigate the effect of firms’ business distribution on the executive compensation incentive. When the diversified

business of a listed company is expanding towards its subsidiaries, it will induce changes in revenue source and shift the demand

for executive talen. How these changes in turn affect the executive compensation incentive of the listed companies need to be fur-

ther explored.

In view of this, from the vertical dimension of the listed companies merging the overall business and distributing them be-

tween parent and subsidiary companies, and the horizontal dimension of the diversification of the subsidiary companies, this study

reveals the effect of internal business structure characteristics on the demand for executive talent and the noise of reflecting execu-

tive effort in consolidated performance. Based on the sample of A-share listed companies in Shanghai and Shenzhen from 2008 to

2015, this study uses the manual data of industry and regional diversification of subsidiaries and multiple regression analysis to

test the above influence mechanism.
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The results suggest that: (DWhen the proportion of the whole business in the subsidiary is high, the executive compensation
level would be higher and the sensitivity of compensation-performance would be lower. @ The degree of subsidiaries’ industrial
and geographical diversification is higher, the executive compensation level as well as the sensitivity of compensation-performance
would be higher in the case that the business is mainly distributed in subsidiaries. 3)In the companies that implement equity in-
centive, with the increase of the proportion of business distributed in subsidiaries, the effect of executive compensation level will
be weakend, but the negative effect on decreasing the sensitivity of compensation-performance would be intensified, and the posi-
tive effect of subsidiaries’ diversification on improving executive compensation level and the sensitivity of compensation-perform-
ance would be diminished.

The contributions of the study are as follows. It broadens the literature on the determinants of executive performance-related-
pay from the perspectives of firm performance source, as well as the literature on the determinants of compensation level from the
perspectives of differences in business structure across firms driving executive talent demand. The study also sheds light on the
empirical practices that how firms could improve the differentiated incentive structure towards various levels of executives, as well
as how to decide on an effective incentivization reference and examination standard.

Keywords : husiness distribution ; industrial diversification; geographical diversification ; compensation level ; sensitivity of compen-

sation-performance
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