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[FrAEsmdt: Tm K]
Executive Compensation Incentive, Internal Control Effectiveness and Corporate Performance:
Empirical Evidence from Shanghai and Shenzhen A-share Listed Companies

HUANG Xianhuan
(School of Accounting, Shanxi University of Finance and Economics, Taiyuan 030006, China)

Abstract: Based on the data of non-financial insurance listed companies in Shanghai and Shenzhen A-share markets from 2010
to 2014, this paper makes an empirical test on the relationship among the degree of executive compensation incentive of listed
companies, internal control effectiveness and corporate performance. The study shows that: the higher the degree of executive
compensation incentive, the better the effectiveness of internal control; There are significant positive correlation among internal
control effectiveness, executive compensation incentive and firm performance. Internal control effectiveness is intermediary
variable showing the degree of executive incentive effect on firm performance, there is significant partial intermediary effect in-
between. The test of different groups classified by different controlling ownership continues to prove the existence of this effect.
Therefore, listed companies should consider internal control on the salary incentive effect in the development of executive com-
pensation incentive plan. In order to better achieve the purpose of motivating executives, and improve the corporate perform-
ance, the listed companies need to establish mechanism matched with the executive compensation incentive mechanism and
improve the internal control of the listed companies.

Key Words: executive compensation incentive ; internal control effectiveness; corporate performance; corporate management;

institutional investment; management power; reform of the assorted shareholders
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