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Can the Increase in Manager Compensation

Improve the Information on Stock Prices?

XIAO Hao, KONG Ai-guo

(School of Management , Fudan University , Shanghai 200433, China)

Abstract: How to weaken the information advantages of the management to relieve
principal-agent problem is a basic topic in corporate finance. This paper provides a solution to
this problem through a test of the relationship between manager compensation and the infor-
mation on stock prices. It shows that manager compensation in Chinese listed companies is
negatively correlated to the information on stock prices, and the clarification of property
rights, the increase in managerial shareholding and the rise in overall corporate governance
significantly reduce this negative correlation. Furthermore, it also concludes that perquisite
consumption of SOE executives is negatively correlated to the information on stock prices. It
suggests that listed companies should first perfect governance structure in China to motivate
the management to disclose more information through salary compensation.

Key words: manager compensation; firm-specific volatility of stock returns; nature of

ownership; managerial shareholding; corporate governance; perquisite consumption
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(k3% 29 W)in fiscal expenditure of adjacent areas by 1% leads to the rise in local fiscal ex-
penditure by 0.64% —0.72%. It further estimates the spatial spillover effects of local produc-
tion expenditure and its impact on regional integration, and the spatial spillover effects of
livelihood expenditure such as science, education, culture, hygiene and social welfare, in or-
der to provide a more detailed path choice and a breakthrough for the advancement of region-
al integration across administrative divisions through cooperative governance of local govern-
ments and solve barriers to integration development resulting from administrative divisions
and local benefits.

Key words: cross-border spillover effect; local fiscal expenditure; regional integration
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