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Control Rights Structure and Equity Incentives Validity Period Setting .

Empirical Analysis on the Capital Market

GU Liu', WANG Ye*, YAO Jiale’
(1. School of Accounting, WU Taihu College, Wuxi 214037, China;
2. School of Accounting, Anhui University of Finance and Economics, Bengbu 233030, China
3. Nanjing Branch, Zhitong Accounting Firm, Nanjing 210035, China)

Abstract: This paper studies the influence of the actual controller’s control rights structure on the design of equity incentive
plan. Sample data of 959 listed companies in China which implemented the equity incentive plan from 2006 to 2015 were col-
lected. Through observation and analysis of the results of a series of regression analysis, the following conclusions are drawn.
(1) The control right of the actual controller has a significant positive correlation with the setting of the validity period of the
equity incentive; (2) In the state-owned enterprise, the influence of the actual controller’s control right on the validity period
of the equity incentive is more obvious, and will tend to set a longer period of equity incentive validity; (3) When the man-
agement team’s power is weak, the positive correlation between the actual controller and the validity period of the equity incen-
tive will be enhanced. This paper puts forward two suggestions on the period of validity period setting for China’s listing compa-
nies in the equity incentive. Firstly, the actual controller should pay attention to the balance of other factors while extending
the validity period of equity incentive. Secondly, it is possible to extend the validity of equity incentive in state-owned enter-
prises by extending the exercise period.

Key Words: equity incentive; actual controller;big shareholders’ control rights; corporate governance; capital market; resid-

ual claim rights; informaiton asymmetry; incentive effect
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