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Can “Heavy Reward and Mild Punishment” Promote Corporate Innovation?

Based on the Perspective of Internal Control and Internal Governance

YI Yanxin, QIU Kaili
(School of Accounting, Hangzhou Dianzi University, Hangzhou 310000, China)

Abstract . Based on the data of A-share listed companies from 2007 to 2017, this paper tests the influence of executive pay stick-
iness on enterprise innovation investment and the moderating effect of internal control and internal governance on this influence.
The results indicate that the stickness of executive performance pay can promote corporate innovation investment and high-quality
internal control and internal governance both play a strengthening role in the incentive function of executive compensation sticki-
ness to executive innovation decision-making behavior. Further research finds that internal control includes internal governance in
content, and internal control can achieve part of its regulatory role through internal governance intermediary. If the stickiness of
executive compensation is caused by insider control problem and information asymmetry, it will lose its incentive function on
executives’ behavior and can not effectively promote the innovation investment activities of enterprises.

Key Words: executive compensation stickness; corporate innovation; internal control; internal governance; executive behavior;

insider control; information asymmetry
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