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Executive Incentive , Inefficient Investment and Company Performance
XTA Ning, QIU Feifei

Abstract; Based on the agent theory,the paper studies the relationships among the executive incentive, inefficient investment
and the performance of the company by using the data from 2001 to 2010. The study indicates that explicit and implicit incen-
tives have different effects on investment efficiency and company performance. The explicit incentive can improve the company
performance through the impact on investment efficiency, but implicit incentive has no such kind of function. In addition , due to
the enterprises of different ownership,we also found that implicit incentive has greater impact on the state-owned enterprises
while the explicit incentive has greater impact on non-state-owned enterprises.

Key Words: executive incetives; explicit incentive; implicit incentive; inefficient investment; company performance; state-

owned enterprise; investment efficiency; executive emolument; consumption in service
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