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Tab.1 Variable descriptions
EDI_unrelated
InSalary
LnOwnership
Size
Leverage
CFO
Age 13
Shl
Board
Supervisor
Duality 1, 0
Q Q Q °
2.3
2008 2013 6 , Hausman
EDI_unrelated=a+B*Insalary+y*CV+e (1)
EDI_unrelated=a+B*lnowership+y*+CV+& (2)
T a B LY ,CV € . (1)
; (2) o
. (1) ;
; ; , o (2)
) (D 0 )
(3) , B JInsalary? 3 ,
(3)
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EDI_unrelated=a+B*Insalary+B,*Insalary*+y*CV+& (3)
3
3.1
2 , (1) o 2 ,(1)(3)(5)
- (2)(4)(6)
o 2 ; 0
) , -0.010,T -1.533,
, -0.020, 0.05 o
b 1 o
, , 0.014,
T 0.991, , ,
3.2
3 , (2) o 3 (1 (3) (5)
- (2)(4) (6)
, -0.012, 1% , i
, , -0.009, 1% , 3 .
o , , -0.016, 1%
-0.009,
b 4 o
3.3
, ( 0.014),
, , (3)
[e] 4 b (3) o
4 (1) (2) ;(3)  (4)
o (1) ) , -0.015, 1%
, U , CEO o
(3) , )
-0.001,T -0.725,
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Tab.2 Measuring analysis result of the influence of executives’current monetization pay on unrelated diversification

1)

2

3)

“)

©)

6)

-0.010 -0.008 0.014 0.018 ~0.020%* ~0.012%*
(-1.533) (-1.515) (0.991) (1.726) (-2.572) (-2.014)
0.015%* 0.003 ~0.006 ~0.028%#* 0.009 0.008°*
(2.328) (0.732) (-0.330) (-3.593) (1.054) (1.863)
~0.022%* ~0.020%* 0.128%* 0.017 ~0.023%* ~0.019%*
(-2.061) (-2.524) (2.285) (0.467) (-2.143) (-2.37)
—0.089%* —0.074%5% -0.101 ~0.110%* —0.076%** —0.065%**
(-3.690) (-3.229) (-1.643) (-1.988) (-2.864) (-2.591)
-0.002 0.004#55 -0.005 0.001 0.000 0.005%*
(-1.165) (4.156) (-1.112) (0.426) (0.040) (4.900)
—0.001 %% ~0.000* 0.000 0.000 —0.003%* —0.001 %
(-2.586) (-1.767) (0.177) (0.801) (-4.520) (-3.633)
0.000 0.000 ~0.015% ~0.013%* 0.000 0.000
v (0.568) (0.589) (-1.838) (-2.392) (0.290) (0.341)
-0.002 -0.002 0.007 -0.002 -0.003 ~0.002
(-0.800) (-0.899) (1.101) (-0.539) (-0.924) (-0.707)
0.009% 0.006* 0.004 0.001 0.000 0.004
(1.697) (1.656) (0.425) (0.149) (0.046) (1.063)
~0.012 ~0.001 -0.004 0.006 -0.005 0.001
(-1.229) (-0.08) (-0.145) (0.285) (-0.513) (0.115)
0.000 0.007 ~0.016 0.008 ~0.014 ~0.008
(0.010) (0.416) (-0.434) (0.225) (-0.536) (-0.387)
0.000 -0.000 0.001%* 0.000 0.000 ~0.000%
(0.618) (-0.848) (2.152) (1.137) (0.041) (-1.803)
0.005* 0.005 ~0.039 -0.035 0.007%* 0.006*
(1.669) (1.578) (-0.972) (-1.122) (2.260) (1.880)
0.044 0.173%x 0.017 0.530%+* 0.375%* 0.117
(0.321) (2.131) (0.050) (3.173) (2.084) (1.240)
Rk x 0.01,0.05,0.1

o | %N
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Tab.3 Measuring analysis result of the influence of executives’ stock option incentives on unrelated diversification

@)

2

3)

“)

©)

6)

~0.012%#% ~0.008%%* ~0.016%* ~0.001* ~0.009%* ~0.006%#*
(-4.287) (-4.651) (-1.981) (-0.225) (-2.970) (-3.312)
0.003 -0.003 0.015 ~0.029%#* 0.020 0.008
(0.378) (-0.519) (0.636) (-2.992) (1.616) (1.507)
-0.001 -0.014 0.117* 0.006 -0.009 -0.015
(-0.062) (-1.553) (1.690) (0.138) (-0.726) (-1.623)
~0.101%#* ~0.083%%* ~0.132% -0.092 ~0.069* ~0.071%*
(-3.145) (-2.754) (-1.783) (-1.353) (-1.844) (-2.045)
~0.002 0.003%* ~0.013%* 0.001 -0.002 0,004
(-1.087) (2.136) (-2.210) (0.587) (-0.849) (2.720)
~0.002%#* ~0.001%* -0.002 0.000 ~0.001* ~0.001%*
(-2.853) (-2.441) (-1.264) (0.085) (-1.876) (-2.547)
0.000 0.001* ~0.012 -0.012 0.005%* 000455
v (0.527) (1.859) (-1.085) (-1.350) (2.056) (3.074)
~0.002 ~0.002 0.012 0.003 -0.000 ~0.003
(-0.628) (-0.904) (1.350) (0.500) (-0.093) (-0.813)
0.012% 0.004 -0.002 -0.006 0.014 0.006
(1.774) (0.938) (-0.167) (-0.862) (1.528) (1.159)
~0.029%* ~0.020%* -0.010 -0.003 ~0.027%* ~0.020%
(-2.524) (-1.965) (-0.343) (-0.126) (-2.127) (-1.854)
0.025 0.019 -0.023 -0.012 0.019 0.014
(0.945) (0.850) (-0.393) (-0.281) (0.582) (0.544)
0.000 -0.000 0.001 0.000 0.000 ~0.000
(0.069) (-0.662) (1.113) (0.734) (0.053) (-1.426)
-0.016 ~0.038* 0.069 0.024 ~0.175%* ~0.120%#*
(-0.570) (-1.682) (1.431) 0.611) (-2.032) (-2.950)
0.337* 0.353 %% 0.104 0.814%5#5 -0.099 0.077
(1.819) (3.660) (0.213) (3.989) (-0.390) (0.687)
Rk x 0.01,0.05,0.1

o | %N
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4 .
Tab.4 Nonlinear correlation of executives’current monetization pay, stock option incentives and unrelated diversification
in state—owned enterprises

(D

(2)

0.420% 0.444%%
(1.910) (2.568)
~0.015* ~0.016%*
(-1.847) (-2.481)
0.010 0.006
(0.279) (0.243)
-0.001 ~0.000
(-0.725) (-0.292)
~0.004 —0.027%#* 0.016 ~0.029%#*
(-0.260) (-3.458) (0.673) (-2.960)
0.145% 0.029 0.116% 0.006
(2.551) (0.769) (1.670) (0.126)
~0.107* ~0.118%* ~0.135% -0.093
(-1.737) (-2.141) (~1.806) (-1.358)
-0.004 0.001 ~0.012%* 0.001
(-0.923) (0.435) (-2.110) (0.536)
0.000 0.000 -0.002 0.000
(0.032) (0.583) (-1.279) (0.082)
~0.015* ~0.013%* -0.013 ~0.011
v (-1.765) (-2.326) (-1.113) (-1.325)
0.007 -0.002 0.012 0.003
(1.065) (-0.574) (1.364) (0.491)
0.005 0.001 -0.002 ~0.006
(0.534) (0.144) (-0.140) (-0.866)
-0.005 0.005 ~0.009 ~0.003
(-0.194) (0.239) (-0.287) (-0.143)
(-1.791) (-2.008) (-0.099) (3.206)
Rk x 0.01,0.05,0.1 .
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Ownership, Executive Compensation and Corporate
Unrelated Diversification

Li Shengnan ',Zengge Kaixi ', Wu Nijin ', Xie Yanhong *

(1. Accounting and Financial Management Department of Management and Economics School, Tianjin University, Tianjin

300072, China; 2. Tianjin Tax Intelligent Technology Engineering Center, Tianjin University , Tianjin 300072, China )

Abstract:To reveal the corporate ownership structure has signficant impact on the relationship between the ex-
ecutive compensation and the corporate’s unrelated diversity strategy, this study manually examined data of the
securities listed in China A—Share market between 2008 and 2013. It processed the related corporates’ informa
tion sourced from Guotai Junan Securities’ database. It found out that the ownership significantly affected the
influence of executive compensation on unrelated diversification; in non—state—controlled companies, executives’
current monetization pay and stock option equity showed a significant negative correlation with unrelated diversi-
fication, and the negative coefficient of stock option became much smaller; but in state—owned enterprises, the
stock option and unrelated diversification demonstrated a significant negative correlation. Morever, the current
monetization pay and unrelated diversification were in inverted U-shaped relationship. These conclutions provide
important emprical evidence and enlightment for China’s mixed ownership economy reform and the optimisation
of executive compenastion.

Key words: unrelated diversification; executive compensation; ownership; stock options
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