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Does the Stickiness of Executive Compensation
Increase Corporate Investments?

BU Dan-lu, WEN Cai-hong

(School of Accounting s Southwestern University o f
Finance and Economics, Chengdu 611130, China)

Abstract; This paper analyzes the effects of the stickiness of executive
compensation on investments in listed companies based on the data of execu-
tive compensation and performance of Chinese listed companies from 2006 to
2010. It concludes that greater stickiness of executive compensation leads to
more seriously ample rewards and light punishment, stronger risk-taking
spirit, and thereby more new investments. And this positive effect is more
significant in state-owned firms and local-government-controlled firms com-
pared to private firms and central-government-controlled firms respectively,
showing that rules concerning executive compensation in state-owned enter-
prises supervised and managed by the central government and investment
scale issued by State-owned Assets Supervision and Administration Commis-
sion of the State Council have played a certain role since 2004. This paper
provides some certain theoretical and empirical evidence for the design of ex-
ecutive compensation mechanism.

Key words: stickiness of executive compensation; risk-taking spirit;

new investment; nature of property rights (THESHE K )
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