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x3 TERPPearson X WBER
Table 3 Pearson Correlation Test Results of Variables

Equity CRT, CRT, CRT, [Invest  Size Lev ROA  State  Growth  Tang — Age  Tobin's ()

Equity 1.000

CRT, 0.087 7 1.000

CRT, 0,077 0,940 1.000

CRT, 0.052°7% 0.8277°° 0.862°°° 1.000

Invest 0.063°""-0.080"""-0.093 """ -0.088 """ 1.000

Size —0.067 77 - 0. 084 7" - 0. 081 **" - 0. (48 =% 0,214 1L.0O00

Lev =0.11077 0100777 0.139777 0.144777-0.086""" 0.183°"" L.000

ROA 01155 =0.070 77" =0 075 7" = 0.071 % 022077 0.182°7"-0.425 """ 1.000

State -0.322777-0.102777 -0, 108777 -0.087 77 0.040777 0.201777 0.047 -0.047  L.000

Growth 0.013  -0.009 0.002 0.007 0,185 % 0,095 00187 0,272 -0.006 1,000

Tang =0.07577-0.060 """ -0.0727""-0.064 """ 0.248°°" 0.048°" 0.004  -0.084""" 0. 147777004 1000
Age -0.255777 0131777 0168777 015977017777 0243777 0,249777-0.108777 0,029 777 -0,030 77 -0.087 7 1000

Tobin's Q  0.080™"" 0.17677" 0.219°°7 0.200"""-0.061 "-0.348 """-0. 142" 0.1227°"-0.176""" 0.002 -0.116™"" 0.102°* 1000
CFO S0.004  -0.035 770,034 7T 0,037 7 0019977 007077017177 03187 0004977 0,091 0.238 TTT-0.03277F 0,071 7

R HEVRAR T RF,THESUAR TR, ALK FRF AAELTIRFTE.TIRNEE, TR,

R4 BOARMSLATRNERENOD B
Table 4 Regression Analysis between Equity Incentive and Corporate Risk Taking

_ CRT, CRT, CRT,
== (1) (2) (3) (4) (5) (6)
A -3.587°"" -2.863"" -2.832°"" -1.954"" -2.139°" -1.245°"
' (-1355.971) (-58.518) (-885.932) (—35.769) (—573.189) (-18.174)
Kquity 0. 359 " 0. 089 *** 0.378°* 0.085* 0. 306 *** 0.083""
’ (13.353) (3.429) (12.003) (2.663) (7.727) (1.996)
Size -0.035""" -0.048"" -0.043°""
(-14.023) (-17.981) (-12.887)
Lo 0. 058 *** 0. 138 0.175
(4.858) (10.008) (10.118)
ROA -0.3307 —-0.309* —0.368 "
(-11.101) (-8.573) (—7.888)
State 0. 003 0. 0003 -0. 0002
(0.710) (0.063) (-0.028)
Crouth 0.016 " 0.022% 0. 026 "
(4.691) (5.027) (4.485)
Tang -0.070""" -0.0747"" -0.062°""
(-5.437) (-4.894) (-3.227)
Age 0.020 " 0.036" 0.047 "
(4.431) (6.478) (6.546)
SFEEFRL No Yes No Yes No Yes
T b sl R No Yes No Yes No Yes
s 0.008 0.694 0. 006 0.618 0.003 0.488
- 15 898 15 898 15 898 15 898 15 898 15 898
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Table 5 Regression Analysis between Corporate Risk Taking and Efficiency of Capital Allocation

‘ Invest
A -
(1) (2) (3) (4) (3) (6)
B 0. 069 """ -0.256""" 0.066""" —0.258"" 0. 066 """ -0.257""
L (24.457) (-11.613) (23.827) (—11.642) (23.906) (-11.599)
., —-0. 0003 0.008 """ 0. 001 0. 009 *** 0. 001 0. 009 "
Tobin's (), i
(-0.254) (6.009) (1.061) (6.283) (0.793) (6.381)
DCRT, -0.023 -0. 0097
(-7.281) (-3.414)
DCRT, - Tobin's Q, , (0. {)[)7. . 0.0057°
(4.166) (3.224)
DCRT, -0.017 — 0. 006
(-5.611) (-2.243)
DCRT, - Tobin's Q,_, 0. 004 0.003
(2.176) (1.779)
DCRT, -0.017 —-0. 008
(-5.720) (—3.085)
DCRT; - Tobin's Q,_, 0. 004 0. 003
(2.442) (2.078)
CFO, | 0. 109. 0. 108 *** 0. 109 **
(11.506) (11.483) (11.480)
0.016°°° 0.016% 0.016
Size )
(15.797) (15.788) (15.760)
p 0. 001 —0. 00003 0. 0002
£
(0.121) (=0.008) (0.056)
103" 1037 . aen
ROA 0.103 0. 103 0. 102
(8.965) (8.901) (8. 806)
Stas -0.003 -0.003 -0.003
e (~1.504) (~1.471) (~1.493)
0.020°"° 0.020°"" 0.020°°°
Growth
(11.525) (11.498) (11.538)
o 0.063 """ 0. 063 """ 0.063 """
Tang ] ]
(10.016) (10.048) (10.0435)
4 —0.032°** —0.0327 —0.0327"
/ [

& ( -13.685) ( -13.647) ( -13.579)
A GlRE No Yes No Yes No Yes
Fralk i No Yes No Yes No Yes
R 0.009 0.249 0.008 0.248 0. 007 0.249
RUNUR= 13 128 13 086 13 128 13 086 13 128 13 086
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Table 6 Regression Analysis between Corporate Risk Taking and Efficiency
of Capital Allocation under the Situation of Whether Equity Incentive
Invest
it AL BT 4 I A LIl 4
(1) (2) (3) (4) (3) (6)
| -0.227° -0.231"" -0.2327"" -0.307"" -0.307"" -0.300"""
i AL ( —8.700) (-8.798) (-8.871) (-7.904) (-7.8653) (-7.740)
Tobin's O 0. 007 """ 0.008 """ 0.009 """ 0.010°"" 0.011°" 0.010"""
B (4.222) (4.486) (4.905) (4.552) (4.602) (4.234)
DCRT, -0.012 -0. 006
(-3.556) (-1.283)
002
DCRT, - Tobin's Q,_, 0. 006 0.00
(3.451) (0.878)
- o -0. 004
DCRT, 0. 008 0. 00
(=2.426) (-0.875)
i ) 2
DCRT, - Tobin's Q,_, 0. 004 0. 000
(2.284) (0.087)
DCRT, =0.007 -0.011
(-2,221) (-2.633)
L0037 0. 003
DCRT, - Tobin’s Q,_, 0. 003
(1.814) (1,.263)
CFO 0. 109 *** 0. 108 *** 0. 108 *** 0. 108 *** 0. 108 *** 0. 108 ***
o (9.294) (9.215) (9.193) (6.759) (6.761) (6.788)
i 0.015°* 0.015** 0.015** 0.018 0.018** 0.018**
OLEE
(12.110) (12.178) (12.213) (10.399) (10.342) (10.270)
Lo 0. 003 0. 002 0. 002 —0.003 —0.002 -0.002
“ (0.573) (0.396) (0.403) (-0.359) (-0.331) (-0.263)
ROA 0.113°* 0.113* 0. 112%* 0.081°" 0.081 *** 0.078
' (7.912) (7.856) (7.797) (4.512) (4.468) (4.343)
S’ —0. 003 —0.003 —0.003 -0.001 -0.001 —0.001
State
e (-1.284) (—1.249) (-1.275) (-0.456) (-0.416) (-0.413)
Crowth 0. 020" 0.021* 0.021* 0.020°" 0. 020" 0. 020"
srowth
(8.739) (8.706) (8.767) (7.275) (7.259) (7.272)
" 0.073° 0.074* 0.074°"" 0.043 0.043 0.043 7
an
& (10.021) (10.076) (10. 080) (3.936) (3.941) (3.930)
A -0.034 " -0.034" -0.034""" -0.029 " -0.029 " -0.029 """
Age
& ( -11.281) (-11.244) (—-11.222) ( -7.1539) ( -7.152) ( -7.074)
TR Yes Yes Yes Yes Yes Yes
b s Yes Yes Yes Yes Yes Yes
R 0.237 0.236 0.236 0.281 0. 281 0. 283
- 8 923 8 923 8923 4163 4163 4 163
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Management Equity Incentive,
Risk Taking and Efficiency of Capital Allocation

Su Kun

School of Management, Northwestern Polytechnical University, Xi'an 710072, China

Abstract:In rccent vears, there is an inercasing public concern about corporate risk taking. As an important path to gencrate
earnings, corporate risk taking is critical to the success of a company. It is also the pillar to support the long term economic
growth of a country. However, due to the lack of long term incentive mechanisms and the limited decision-making power as well
as lhe impacls of “colleclivism” and “doclrine of golden mean”, companies in China are generally unwilling 1o be engaged in
risk-laking aclivilies. This prevenls the company’s long lerm development and compeliliveness, leading Lo a serious damage.
Civen the contexl of the insullicient risk taking and the recently implemented equily incentive plan, the sample used in this paper
is a corporale-level dalasel of Chinese non-linancial listed companies from 1999-2012, Based on the in depth lileralure review a-
nalysis and using the volatility of stock returns 10 measure corporate risk laking and the sensitivily ol corporale invesiment 1o mar-
ginal @ to measure the cfficiency of capital allocation, we analyze the effect of management equity incentive on corporate risk tak-
ing as well as its internal affecting mechanism. We also discuss the effect of corporate risk taking on the efficiency of capital allo-
cation as well as the impact of management equity incentive on this nexus. Then we conduct the correlation and the multiple re-
gression analyses by Slala Lo lesl the above nexuses. The research resulls show thal. managemenl equily incenlive is able Lo pro-
mole the profil sharing and the risk sharing belween managers and companies, which encourage the managers Lo manage for com-
pany's maximized interests. This lurther prevents the managers from risk aversion, encourage them o work for the companies’
long-lerm inlerests and reduce their shorl tlerm behaviors, Therelore, managemenl equily incenlive is posilively associaled with
corporale risk laking, Risk laking refllects the allitude lowards risky invesimenis. A relatively higher level ol corporate risk 1aking
is conducive to make use of investment opportumities and improve the efficiency of capital allocation. Relative to companies with-
out implementing equity incentive, the cffect of corporate risk taking on the cfficiency of capital allocation is more significant in
companics with equity incentive.

This paper coriches and expands the related rescarch on management cquity incentive and corporate risk taking. And it also has
important implications for companies to improve the relevant incentives mechanisms and pay attention to the risky investment.
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