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On Dynamic Evolution of Listed Companies’ Preferences to Equity

Incentive Model: Empirical Evidence from Chinese Listed Companies
XU Ning

Abstract: Stock option and restricted stocks are the two main equity incentive models of Chinese listed companies after non-
tradable shares reform. These two incentive models have sharp difference in motivation, operation and norms. Research on lis-
ted companies from 2006 to 2009 which announced stock incentive plans finds that listed companies had preference in choosing
incentives, and experienced changes from irrational to rational. From 2006 to 2007, oriented by profits, state-holding listed
companies preferred restricted stocks, i. e. the ultimate controller plays the main role in model preference; from 2008 —2009,
the growth of the company determines the model choice, i.e. the companies with high grow rate tend to choose the stock op-
tion.

Key Words: equity incentive; stock option; restricted stocks; equity incentive contract of listed companise; non state-owned

listed companies; interests convergence hypothesis; ditch effect hypothesis
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