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Corporate executives have the decision-making power of resource allocation, and efficient resource allocation is an important
measure of high-quality development of enterprises. It is a focal issue whether the compensation incentive can promote the
executives to make better use of the enterprise resource allocation. We investigate this question using the data of the Chinese listed
companies in 2015-2019 based on Data Envelopment Analysis (DEA) and fixed effect model. The results show the following: (1)
both monetary compensation incentive and equity incentive can significantly improve the efficiency of resource allocation, and
the former is more significant; (2) there is an inverted U-shaped relationship between perquisite consumption incentive and
resource allocation efficiency; (3) the above conclusion is still true in state-owned enterprises; (4) in private enterprises, the effect
of equity incentive is more effective, but the effect of perquisite consumption incentive is less significant. The results highlight the
relationship between compensation incentive and enterprise resource allocation. Our study is expected to guide the executives to

formulate reasonable compensation incentives and improve the efficiency of resource allocation.

1. Introduction

Resource allocation is decided as one of the important
stimulators of development of a country and its impact on
economy [1]. Enterprise is an organization with various
resources, and different combinations of resources may
result in quite a difference in operation efliciency. The
valuable resources of an enterprise are not equal to the value
of resources [2, 3]. The core competitiveness is directly
affected by resource allocation and their operation efficiency.
According to the resource allocation theory, the combina-
tion of resources, capabilities, and management means can
produce excellent enterprise performance [4]. As the deci-
sion-maker of resource allocation, the enterprise executives
need to allocate various resources reasonably, in order to
realize any potential advantages of resource allocation [5, 6].
The efficient decision-making behavior of enterprise exec-
utives commonly depends on their ability and salary in-
centive. As for the relationship between executive

compensation incentive and resource allocation efficiency,
previous research mainly focuses on the impact on a single
resource, such as R&D investment, and an unanimous
conclusion has not been reached. Thus, it is necessary to
study whether compensation incentive is conducive to en-
hancing the efficiency of resource allocation from the sys-
tematic perspective of enterprise resources, which has
important theoretical and practical significance for rea-
sonably formulating compensation incentive and improving
the efficiency of enterprise resource allocation.

Whether the enterprise executives can effectively im-
plement the enterprise decision-making behavior usually
depends on the executives’ ability and the degree of salary
incentive. Generally speaking, the higher the salary incentive
executives get, the higher the job satisfaction they will have,
and the more the care they will provide for the correctness
and efficiency of enterprise decision-making. A lot of re-
search has been done on the impact of executive incentive on
enterprise decision-making behavior, such as the impact of


mailto:gltcuijing@buu.edu.cn
https://orcid.org/0000-0002-8571-8868
https://orcid.org/0000-0002-7960-2818
https://orcid.org/0000-0001-8394-5613
https://orcid.org/0000-0002-0784-8376
https://creativecommons.org/licenses/by/4.0/
https://doi.org/10.1155/2021/7073878

executive incentive on enterprise performance and inno-
vation. Executive compensation has a positive effect on
process-oriented carbon performance [7]. In addition, dif-
ferences in the structure of executive compensation have
direct implications for firm performance [8]. What is more,
compensation incentive contributes to aligning shareholders
and management interests, which leads to innovation for
better long-term decisions [9]. Higher long-term incentives
that stem from executives” holdings of unvested options are
associated with greater subsequent corporate innovation in
innovative industries [10]. An important quality of execu-
tives is the adjustment of decision-making in various en-
vironments [11]. When provided with the right incentives,
dominant executives can be incentivized to go after risky
ventures like innovation projects that are crucial to pro-
moting the long-term growth of the firm [12]. However, the
research on the impact of executive incentive on enterprise
resource allocation is rare and mainly focuses on the impact
of individual resource elements, and the research conclusion
has not yet reached a consensus.

According to the principal-agent theory, executive
compensation incentive can effectively solve the principal-
agent contradiction and reduce the risk aversion of exec-
utives. The higher the executives’ salary is, the more the R&D
expenditure will be [13, 14]. However, when the executives’
salary reaches a higher level, the incentive effect will de-
crease. Therefore, there is an inverted U-shaped relationship
between executive compensation incentive and R&D in-
vestment [15]. However, some scholars believe that execu-
tive compensation incentive and stock ownership incentive
have a positive effect on R&D investment [16].

In recent years, the deviation between the real economy
and the virtual economy makes arbitrage opportunities
appear in the market, and executives adjust the allocation of
financial assets. Generally, monetary compensation in in-
centive contracts is related to the current profits of enter-
prises, so managers prefer investment projects with high
short-term returns, and monetary compensation incentive
will encourage executives to allocate more financial assets.
However, stock ownership incentive is, on the contrary,
directly linked to enterprise value, so the investment deci-
sions of executives prefer R&D and innovation projects with
high long-term return rate, rather than short-term financial
arbitrage behavior [17].

As an economic organization, the operation of an en-
terprise needs the coordination of various departments’
resources because it is systematic. However, the study on the
impact of executive compensation incentive on individual
resources lacking the overall view of resource allocation is
not enough. The research conclusions may have some
limitations in promoting the high-quality development of
enterprises. As an implicit incentive, executives’ perquisite
consumption incentive, like monetary compensation and
stock ownership incentive, has the same important effect on
senior executives [18], especially when the stock ownership
incentive of state-owned enterprises is difficult to imple-
ment. Therefore, this paper intends to study the impact of
different executive incentives on the overall resource allo-
cation efliciency of enterprises.
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On the other hand, there are great differences between
state-owned enterprises and private enterprises, due to the
nature of property rights whose governance structure, salary
system, channels, and degrees of difficulty in obtaining
resources are different. For example, there are strict regu-
lations on the shareholding ratio of managers in state-owned
enterprises; usually the shareholding ratio of their executives
is low. Furthermore, the scale of state-owned enterprises is
generally large; they have the ability to deliver a better degree
of remuneration and incentives and even a better quality of
life to employees [19] while small medium sized enterprises
may get fewer resources and guarantees [20], so it is easier
for state-owned enterprises to obtain R&D subsidies that are
important for their development [21]. Therefore, the impact
of executive compensation incentive on resource allocation
efficiency needs to be further discussed separately for state-
owned enterprises and private enterprises.

The possible contributions of this paper are mainly re-
flected in three aspects: (1) The paper studies the impact of
executive incentive on the overall resource allocation effi-
ciency of enterprises, which can enrich the lack of previous
studies that only consider single resource and ignore the
coordination relationship of enterprise resource system. (2)
Most of the existing studies only consider monetary in-
centive and stock ownership incentive; the implicit per-
quisite consumption incentive needs to be studied. (3) Most
of the studies do not consider the impact of the differences in
the nature of enterprise property rights on the research
results. Because there are differences between state-owned
enterprises and private enterprises in the salary and resource
acquisition, this paper distinguishes enterprises with dif-
ferent property rights, which makes a useful supplement to
improve the executive compensation incentive system and
improve the efficiency of resource allocation.

2. Theoretical Analysis and
Hypothesis Presentation

According to principal-agent theory and corporate gover-
nance theory, executives play a decisive role in the resource
allocation of internal and external investment, such as fi-
nancing, R&D, and employees. Executive compensation
incentive is directly related to the interests of executives and
is one of the important factors affecting their work moti-
vation. Studies have shown that executive compensation
incentive has a significant impact on decision-making results
such as corporate performance [22], corporate investment
efficiency [23], and innovation input and output [24], and
the degree of influence in companies with different property
rights and different industries makes a difference. Monetary
incentive generally refers to the basic salary of senior ex-
ecutives and other short-term incentives paid in cash such as
bonuses, while stock ownership incentive is long-term in-
centive that enables executives to share the company’s re-
sidual income based on stocks. Perquisite consumption
incentive mainly refers to the necessary office expenses,
travel expenses, and various catering and entertainment
expenses incurred by executives in the process of work,
which can reflect the authority of managers to a certain
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extent. Although different incentive methods affect execu-
tives differently, they will all play a role in the behavioral
decisions of executives and thus affect the resource alloca-
tion of enterprises.

Most scholars have verified the positive correlation be-
tween executive incentive compensation and corporate per-
formance. Further studies have found that management rights
play an inhibitory role in the relationship between them [22],
and factors such as capital structure [25] and competitive
strategy [26] play an intermediary and mediation role in the
process of executive compensation incentive affecting cor-
porate performance. However, some foreign scholars find that
executive incentive compensation is not conducive to cor-
porate performance improvement with corporate data [27].
Too low or too high remuneration of independent directors
will have a negative impact on the efficiency of corporate
governance [28]. The “Reform Plan for the Remuneration
System for Responsible Persons of Central Enterprises”
promulgated in 2015 restrained the investment efficiency of
central enterprises, and the restraining effect was more ob-
vious in central state-owned enterprises with high levels of
competition and low promotion expectations [29]. The short-
term compensation of executives effectively motivates exec-
utives to invest in innovation and improves the efficiency of
technological innovation of enterprises [30]. Executive
compensation incentive can better promote the innovation of
private enterprises, and the effect of stock ownership incentive
on the innovation of state-owned enterprises is more obvious
[16]. In addition, there is an inverted U-shaped relationship
between stock ownership incentives and R&D investment
[31]. Further study has found that executive compensation
incentive could promote corporate innovation by improving
managers’ risk-taking levels and internal governance struc-
tures [32].

2.1. The Effect of Monetary Incentive on Resource Allocation
Efficiency. Monetary incentive is necessary for senior ex-
ecutives; higher monetary incentive can reduce the career
concerns of executives so that they would focus more on
various aspects of corporate management activities. Mon-
etary incentive motivates executives to take more risks to
capture market opportunities and optimize the allocation of
corporate resources, so as to achieve the improvement of
corporate overall efficiency. However, higher monetary
incentive is likely to attract the attention of shareholders,
thereby increasing shareholders” intervention in the enter-
prise [33]. To reduce the conflict of interest with share-
holders, executives will inevitably increase the transparency
of corporate information, as well as reducing the degree of
information asymmetry between the two. Then, they may be
inclined to use all resources of the enterprise with due
diligence and improve the utilization efficiency of corporate
resources. In addition, to maintain or get more generous
monetary compensation, executives would work hard to
increase output and improve operating performance. This
can improve the efficiency of resource allocation. Based on
the above analysis, this paper proposes the following
hypothesis.

Hypothesis 1. Executive monetary incentive has a positive
impact on the efficiency of corporate resource allocation.

2.2. The Effect of Stock Ownership Incentive on Resource Al-
location Efficiency. Stock ownership incentive is an expected
benefit and an important part of the optimal salary
implementation plan. Stock ownership incentive, as one of
the ways to resolve the conflicts between executives and
shareholders” agency, could reduce the executive’s motiva-
tion to damage the company for short-term interests, and
make the interests of executives and shareholders more
consistent. Stock ownership incentive has a significant
positive impact on corporate innovation [34]. To realize
equity returns, executives would be more inclined to pursue
innovative projects, therefore seize opportunities for com-
petition, and constantly adjust and optimize resources as the
business environment changes to enhance the competi-
tiveness of enterprises. Therefore, stock ownership incentive
is conducive to prompting executives to improve the effi-
ciency of enterprise resource allocation. Based on the above
analysis, this paper proposes the following hypothesis.

Hypothesis 2. Executive stock ownership incentive has a
positive impact on the efficiency of corporate resource
allocation.

2.3. The Effect of Perquisite Consumption Incentive on Re-
source Allocation Efficiency. As a supplement to monetary
incentives, perquisite consumption incentive is hidden
benefit enjoyed by executives. Senior executives can be re-
imbursed in the form of corporate expenses for personal
consumption, but improper or excessive perquisite con-
sumption may cause executive inertia and harm the interests
of companies. Studies have shown that, in the context of a
low level of management’s explicit incentives, the com-
pensation effect of perquisite consumption is obvious, while,
in the case of insufficient management restraint, the en-
trenchment effect of perquisite consumption is significant
[35]. Appropriately increasing perquisite consumption in-
centive is conducive to mobilizing the enthusiasm of cor-
porate executives. They will strive to coordinate various
internal and external resources of the companies through
various channels. Especially after the implementation of
compensation control policy in state-owned enterprises,
perquisite consumption incentive has become more obvious
as a substitute for explicit incentives [36]. However, ex-
cessive perquisite consumption incentive may impose ad-
ditional cost burdens on enterprises by taking up other
resources of enterprises and cause low efficiency in corporate
resource allocation. In addition, the marginal incentive effect
of excessively superior perquisite consumption incentives
declines [37], which may lead to inertia in executives’ de-
cision-making behavior and neglecting enterprise resource
management, thus reducing the efficiency of corporate re-
source allocation. Based on the above analysis, this paper
proposes the following hypothesis.



Hypothesis 3. There is an inverted U-shaped relationship
between executives’ perquisite consumption incentive and
resource allocation efficiency.

3. Methodology

3.1. Data. This paper selects China’s A-share listed com-
panies from 2015 to 2019 as the primary sample, con-
sidering the calculation requirements of corporate
resource allocation efficiency and excluding the following
three types of companies: (1) financial companies; (2) ST
and *ST companies; (3) companies with missing data. In
the end, data on 1115 listed companies was obtained. The
Malmquist dynamic efficiency model in DEA is applied in
this paper to measure the changes in resource allocation
efficiency. The measured data is based on 2015, so the
regression model only contains data from 2016 to 2019,
with 4460 valid observation samples. The data in this paper
mainly comes from the CSMAR database and the WIND
database. Individual information such as the senior
managers’ education background in the control variables is
collected and sorted manually. To avoid the interference of
outliers, all the continuous variables are using winsori-
zation at the 1% level.

3.2. Model. A multiple regression model is used, and the
specific model settings are as follows:

Efficiency;, = « + o, Pay;, + a,Stock;,
+ a;Consumption;, (1)

+ BControls;, + €,
Efficiency,, = «, + «, Pay,, + fControls;, + ¢;, (2)
Efficiency,, = «, + «,Stock;, + fControls;, + ¢, (3)

Efficiency;, = &y + a; Consumption;, (4)

+ chConsumptioni + SControls;, + ¢;.

Among them, Efficiency refers to the resource allocation
efficiency of the explained variable. Pay refers to the
monetary compensation incentive. Stock refers to the stock
ownership incentive. Consumption refers to the perquisite
consumption incentive. Consumption” is the square term of
the perquisite consumption incentive. Controls refers to the
control variable group including cash holding, asset-lia-
bility ratio, growth, firm age, ownership concentration,
nature of property right, mean tenure of executives, mean
age of executives, and mean education background of
executives. €;, stands for the residual of the model. Since
the calculation of resource allocation efficiency is based on
2015 as the benchmark year to measure the efficiency
improvement of each year, the time fixed effect is con-
trolled in the model to reduce the impact of time on the
regression results.
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3.3. Variables Definition and Measurement

3.3.1. Dependent Variable. The efliciency of corporate re-
source allocation is the dependent variable in this paper,
and the DEA-Malmquist index model is used to measure
this variable. The DEA method can measure the efficiency
of each decision-making unit through the optimal distance
of the frontier line. Because there is no need to set the
specific functional relationship between input and output,
and there is no requirement for the indicator category of
input and output, this method is widely used. The basic
principle of the Malmquist exponential model is to cal-
culate the input-output efficiency by the ratio of the dis-
tance function, as shown in (5), and, respectively,
represent the input vector of the i-th sample in periods ¢
and t+ 1, the output vectors of i-th sample in periods t and
t+ 1, and the distance function of the production point in
period t and period ¢ + 1 with the technology in period ¢ as
a reference [38]:

(1/2)
Di(x i) Dttty
D! (x%, yi)

tot+lt+l

t
Mi+t+1(xi’yi’xi > Vi )=

D (xi, 1)
(5)

Unlike the allocation of innovation resources or sci-
entific and technological resource allocation efficiency,
which only considers scientific and technological resources,
enterprise-based resource allocation involves all resource
processes, including all inputs and human, material, and
financial resources [39, 40]. The resource allocation in
enterprises involves a holistic process in which the results
take their meaning from the interaction between its ele-
ments as a whole and cannot be understood in isolation
[41, 42]. What we want to study is the overall resource
allocation efficiency of the enterprise. Therefore, we choose
the elements that can comprehensively cover all the input
and output of the enterprise to construct the evaluation
index system.

As shown in Table 1, the input dimensions are divided
into three aspects: human resources, material resources, and
financial resources. Human resources take five indicators:
the number of employees, number of directors, number of
supervisors, number of executives, and number of techni-
cians. Three indicators are used in material input: current
assets, fixed assets, and intangible assets. Financial resources
take four indicators of operating costs: selling expenses,
financial expenses, administrative expenses, and capital
expenditures. The output dimension is divided into two
aspects: contribution to economic development and social
contribution. The economic development contribution uses
five indicators: business income, net profit, business profit,
Tobin’s Q, and EV A while social contribution selects income
tax expense, tax payments, per capita salary, payment of
common stock dividends, and cumulative annual dividends
as indicators. This paper uses DEAP 2.1 to run sample-re-
lated data, and the results are used as the dependent vari-
ables. Because of limited space, the running results will no
longer be listed.



Discrete Dynamics in Nature and Society

3.3.2. Independent Variables and Measures. The indepen-
dent variable of this paper is executive compensation in-
centive, which specifically includes monetary compensation
incentive, stock ownership incentive, and perquisite con-
sumption incentive. Drawing on the experience of Fang [43],
we adopt the natural logarithm of the total salary of the top
three executives for measuring monetary compensation
incentive, and stock ownership incentive takes the natural
logarithm of the number of shares held by executives of
listed companies plus 1. Moreover, learning from Chen and
Ma [24], we measure perquisite consumption incentive by
the ratio of administrative expenses to operating income.

3.3.3. Control Variables. The choice of control variables
requires comprehensive consideration, which not only
satisfies the basic requirements of exogenous variables as
much as possible, but also avoids the multicollinearity
problem between control variables and independent vari-
ables. This paper draws on the results of previous studies and
selects cash holdings, asset-liability ratio, and so on as
control variables which may affect independent variables
[44]. Variable definitions and descriptions are shown in
Table 2.

4. Results

4.1. Descriptive Statistics. As shown in Table 3, the average
resource allocation efficiency is 0.0276, indicating that the
overall internal resource allocation efficiency of listed
companies in China is not growing rapidly, and there is still
much room for improvement in corporate resource allo-
cation. In addition, there are certain differences between
different listed companies. The average values of monetary
compensation incentive, stock ownership incentive, and
perquisite consumption incentive are 14.52, 12.25, and
0.0140, respectively. It can be found that the stock ownership
incentive in executive compensation incentive has the largest
gap, as there is no executive stock ownership incentive in
some companies. Among the control variables, the gaps in
cash holdings, asset-liability ratios, corporate growth, equity
concentration, and firm age are relatively large. The average
tenure of executives is 55.02 months, the average age of
executives is 47.99, and the average educational background
is between undergraduate and postgraduate students.

4.2. Correlation Analysis. As shown in Table 4, there is a
significant positive correlation between the executive
monetary incentive, the perquisite consumption incentive,
and the efliciency of corporate resource allocation. Per-
quisite consumption incentive has the highest correlation
coeflicient, but the positive correlation of stock ownership
incentive is not significant. Among the control variables,
asset-liability ratio, growth, average age of the top man-
agement team, and average educational background of the
top management team are all significantly positively cor-
related with resource allocation efficiency. The correlation
coefficients among the variables are all less than 0.5. In the
VIF test, the maximum value of the variable VIF is 1.48,

which is much less than 10. Therefore, there is no serious
multicollinearity problem.

4.3. Analysis of Regression Results. As is shown in Table 5, the
regression results in model (1) and model (2) show that
monetary incentive and stock ownership incentive both
effectively promote the improvement of resource allocation
efficiency. Hypothesis 1 and 2 have been verified. It can be
found from model (1) that, under the same circumstances,
perquisite consumption incentive has the largest correlation
coefficient, indicating that perquisite consumption incentive
has a good incentive effect on executives to improve the
efficiency of corporate resource allocation, followed by
monetary incentive and stock ownership incentive. Models
(2) and (3) also confirm this conclusion. From the regression
results of model (4), it can be found that the monomial and
quadratic term coefficients of perquisite consumption in-
centive are both significant, indicating that there is a non-
linear relationship between perquisite consumption
incentive and resource allocation efficiency, and the coef-
ficient of the quadratic term is significantly negative. Form
the inverted U-shaped relationship test, we can find that
there is a significant inverted U-shaped relationship between
perquisite consumption incentive and resource allocation
efficiency. When the perquisite consumption incentive level
reaches 0.0691, the marginal incentive effect of perquisite
consumption incentive is the best. In terms of control
variables, the asset-liability ratio, the growth, the average age
of executives, and the efficiency of resource allocation are
significantly positively correlated, indicating that moderate
debt can optimize resource allocation. Companies in the
rapid growth stage have the highest resource allocation
efficiency. Higher average age of the senior management
team will lead to decisions that are beneficial to the im-
provement of the efficiency of internal resource allocation.
The estimated coeflicients of the nature of corporate own-
ership, equity concentration, firm age, and tenure of exec-
utives are negatively related to the efficiency of resource
allocation. The estimated coefficients of corporate cash
holdings, the average educational background of the senior
management team, and the efficiency of resource allocation
are positive, but not significant.

What is more, it can be seen from Table 3 that the values
of dependent variables are concentrated in [-1, 1.9], while
the values and changes of independent variables are rela-
tively large compared to dependent variables, so the values of
R? in the models are relatively small. In addition, the F value
of each model is relatively large. Even if the value of R is
small, the model is economically meaningful.

To further explore the differences in the efficiency of
executive compensation incentive in different enterprises,
we compare and analyze the heterogeneous effects of en-
terprises with different property rights. The samples are
divided into state-owned enterprises and private enterprises,
and the regression results are shown in Table 6. In all en-
terprises, both monetary incentive and perquisite con-
sumption incentive have a significant positive relationship
with resource allocation efliciency, but the monetary
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TaBLE 1: Measurement index system of resource allocation efficiency.

Input dimension

Output dimension

Human resources

Material resources

Financial resources

Business income (Y;)
Net profit (Y,)
Business profit (Y3)
Tobin’s Q (Yy)

EVA (Ys)

Number of employees (X;)
Number of directors (X;)
Number of supervisors (X3)
Number of executives (X,)
Number of technicians (X5)
Current assets (Xg)
Fixed assets (X;)
Intangible assets (Xg)
Operating costs (Xo)
Selling expenses (X0)
Financial expenses (X;;)
Administrative expenses (X,)
Capital expenditure (X;3)

Contribution to economic development

Income tax expense (Ys)

Tax payments (Y7)
Per capita salary (Yg)
Payment of common stock dividends (Ys)

Social contribution

Cumulative annual dividends (Y;,)

TaBLE 2: Description of variables.

Types of variables Name of index Description
Dependent Efficiency of resource allocation  The percentage change of total factor productivity measured by Malmquist
variable (Efficiency) model in DEA model

Monetary incentive (Pay) Ln (total compensation of the top three executives)
Independent Stock ownership incentive (Stock) Ln (number of shares held by executives + 1)
variables Perquisite consumption incentive

. Administrative expenses/operating income
(Consumption) P /op J

Control variables

Cash holding (Cash)
Asset-liability ratio (Lever)
Growth (Growth)

Firm age (Firmage)
Ownership concentration (First)
Nature of property right (Owner)
Mean tenure of executives
(Mtenure)

Mean age of executives (Mage)

Balance of cash and cash equivalents at the end of the period/total assets
Total liabilities/total assets
Increase rate of business revenue
The establishment of the company to the corresponding balance sheet date
The largest shareholder’s shareholding ratio
Dummy variable, 0 for state-owned enterprises and 1 for private enterprises

Average tenure of senior management team members

Average age of senior management team members
Average education background of senior management team members: 1
means technical secondary school or below, 2 means junior college, 3 means
bachelor’s degree, 4 means master’s degree, 5 means doctoral degree, 6 means
other (degrees announced in other forms, such as honorary doctorate,
correspondence), and 7 means MBA/EMBA
Dummy variables based on 2016

Mean education background of
executives (Meducation)

Year (Year)

TaBLE 3: Descriptive statistics of all variables.

Variable name Mean value Standard deviation Minimum value Maximum value
Efficiency 0.0276 0.272 -1 1.900
Pay 14.52 0.659 13.02 16.42
Stock 12.25 6.941 0 19.97
Consumption 0.0140 0.0128 0.00166 0.0694
Cash 0.144 0.106 0.0128 0.545
Lever 0.411 0.196 0.0591 0.859
Growth 0.180 0.340 —0.480 1.935
Firmage 20.19 5.360 9.619 37.56
First 32.13 14.54 5.270 71.92
Owner 0.665 0.472 0 1
Mtenure 55.02 25.20 13.83 131
Mage 47.99 3.485 38.40 55.50
Meducation 3.452 0.580 2.143 5.167

incentive and perquisite consumption incentive of state-
owned enterprises have a greater effect on resource allo-
cation efficiency than those of private enterprises. From the

regression results of the two models (1), it can be seen that
the stock ownership incentive of private enterprises can
significantly improve the efficiency of resource allocation,
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TaBLE 5: Full sample regression analysis results of executive incentive compensation and resource allocation efficiency.
Variables Model (1) Model (2) Model (3) Model (4)
Pay 0.0297*** (4.09) 0.0457*** (6.91)
Stock 0.0014** (2.06) 0.0022*** (3.26)
Consumption 1.8184*** (4.83) 4.2789*** (4.52)
Consumption2 -30.9191** (-1.98)
Cash 0.0266 (0.66) 0.0321 (0.80) 0.0556 (1.38) 0.0390 (0.97)
Lever 0.0542** (2.29) 0.0740*** (3.19) 0.1013*** (4.39) 0.0502** (2.11)
Growth 0.0495*** (4.10) 0.0501*** (4.13) 0.0531*** (4.37) 0.0510%** (4.22)
Firmage —0.0013 (~1.61) —0.0018 (-2.22) ~0.0011 (~1.33) —0.0011 (~1.43)
First ~0.00001 (—0.05) ~0.0001 (~0.48) 0.00005 (0.17) ~.0001 (~0.31)
Owner —0.0206" (~2.00) —0.0176* (~1.83) —0.0225"* (=2.19) —0.0071 (=0.74)
Mtenure —0.0002 (-1.12) -0.0001 (-0.80) -0.0002 (-1.18) —0.0002 (-1.14)
Mage 0.0034*** (2.58) 0.0038"** (2.93) 0.0047*** (3.63) 0.0035*** (2.68)
Meducation 0.0050 (0.67) 0.0087 (1.18) 0.0222*** (3.14) 0.0096 (1.33)
Year Yes Yes Yes Yes
Constant term —0.6189"** (—5.42) —0.8719*** (-8.45) —0.3321*** (—4.80) —0.2392*** (-3.32)
Adjusted R? 0.0330 0.0270 0.0189 0.0291
F 11.13 10.53 7.62 10.55
Sample size 4460 4460 4460 4460

*

TABLE 6: Regression results of samples of different nature of property right.

, **, and *** indicate that the variable is significant at the significance levels of 10%, 5%, and 1%, respectively, and the ¢ value is in parentheses.

State-owned enterprises

Private enterprises

Variables Model (1)  Model (2)  Model (3)  Model (4)  Model (1)  Model (2)  Model (3)  Model (4)
Pay 0.0606*** 0.0766*** 0.0223*** 0.0330***
(3.81) (5.17) (3.02) (5.10)
0.0035*** 0.0014** 0.0019***
Stock 0.0019 (1.38) iy .08 o)
Consumption 1.4796** 6.5616*** 1.2293%** 2.6333%*
(2.21) (3.73) (2.69) (2.38)
Consumpti0n2 —66.3888** —12.4588
(=2.52) (~0.60)
Cash 0.0809 (0.92) 0.0862 (0.98) 0.1313 (1.50) 0.1151 (1.31) Zf)g?gg)l 2'(28(1’)3 0.0179 (0.45) (2'(2(1)2)3
Lever 0.0415 (0.89) 0.0508 (1.10) 0.0807* (1.74) 0.0391 (0.84) O'g‘%;f) 0.(025.51) 0'(()38.131) 3’10_‘61%5
Growth 0.0875*** 0.0841*** 0.0941*** 0.0922*** 0.0297*** 0.0309** 0.0319*** 0.0310***
(3.10) (2.98) (3.32) (3.26) (2.59) (2.70) 2.77) (2.70)
Firmage 0(222(;) 0(3269% ‘if;’%f)) (292263) 0.0009 (1.07) 0.0007 (0.84) 0.0013 (1.64) ‘zooggf
First —-0.0001 -0.0003 -0.0002 —-0.0005 —0.00001 —-0.0001 0.00005 —-0.00002
(-0.22) (-0.49) (-0.30) (-0.88) (-0.03) (-0.49) (0.16) (-0.06)
Mitenure —-0.0004 -0.0004 -0.0005 -0.0003 —-0.0001 —-0.00005 —-0.0001 —-0.0001
(~1.05) (~0.93) (~1.30) (~0.88) (~0.62) (~0.30) (~0.58) (~0.70)
Mage 0.0118*** 0.0132*** 0.0141*** 0.0097*** -0.002 -0.0004 0.0004 0.0003
(3.77) (4.37) (4.63) (3.11) (~0.16) (~0.31) (0.28) (0.24)
Meducation ESOOE z%)?;)z 0.0269 (1.61)  0.0050 (0.29) 0.0046 (0.65) 0.0060 (0.85) O'(Ozl.fg) %ng;‘
Year Yes Yes Yes Yes Yes Yes Yes Yes
Constant term —1.3409*** —1.6061*** —0.7095*** —0.4519%** —0.3864*** —0.5017"** —0.1465** -0.0919
(=5.01) (=6.54) (~4.37) (=2.73) (=3.51) (=5.10) (=2.30) (~1.46)
F 7.29 7.87 6.17 6.79 5.83 5.70 412 5.26
Adjusted R? 0.0557 0.0524 0.0399 0.0481 0.0223 0.0186 0.0125 0.0183
Sample size 1492 1492 1492 1492 2968 2968 2968 2968

*

, **, and *** indicate that the variable is significant at the significance level of 10%, 5%, and 1%, respectively, and the t value is in parentheses.

but the state-owned enterprises cannot. The inverted
U-shaped relationship between perquisite consumption
incentive and resource allocation efficiency in state-owned

enterprises is still significant. Perquisite consumption in-
centive level of 0.0502 has the best incentive effect, and in the
sample of private enterprises, perquisite consumption
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TaBLE 7: Robustness check.

Variables Model (1) one-period

Model (2) one-period

Model (3) one-period Model (4) calculating Y with

lagged lagged lagged ()%
Pay 0.0286** (3.28) 0.0516%** (6.49)
Stock 0.0006 (0.72) 0.0015* (1.94)
Consumption 2.8206*** (6.23) 103.8424*** (36.06)
Consumption® —915.3887*** (=19.255)
Control variables Control Control Control Control
Constant term —0.5299*** (~3.88) —0.8997*** (=7.04) —0.2945*** (=3.52) 18.2599*** (86.95)
F 10.74 9.13 5.88 550.45
Adjusted RrR? 0.0392 0.0284 0.0172 0.6330
Sample size 3345 3345 3345 4460

*, **, and *** indicate that the variable is significant at the significance level of 10%, 5%, and 1%, respectively, and the ¢ value is in parentheses.

incentive has no significant inverted U type relationship with
resource allocation efficiency, but it can still significantly
promote the improvement of resource allocation efficiency.

The robustness check is further carried out to avoid
endogenous problems, and, adding the practical meaning
of monetary incentive, this paper does a one-period lagged
significance test on the models (1), (2), and (3). The test
results are shown in Table 7. Monetary incentive, stock
ownership incentive, and perquisite consumption incen-
tive all show significant positive relationship with resource
allocation efficiency, which indicates that executive
compensation incentive has a positive impact on alloca-
tion efficiency. Considering the inverted U-shaped rela-
tionship between perquisite consumption incentive and
resource allocation efliciency, the hysteresis test is un-
reasonable, so the OP method is used in model (4) to
calculate total factor productivity to represent resource
allocation efficiency [45]. The test results show that the
model is robust.

5. Discussion and Conclusion

We have studied the impact of monetary incentive, stock
ownership incentive, and perquisite consumption incentive
on the efficiency of corporate resource allocation. We found
the following:

(1) Both monetary compensation and equity incentive
can significantly improve the efficiency of corporate
resource allocation, and monetary compensation
incentive is better than equity incentive in improving
the efficiency of resource allocation, so monetary
compensation incentive is the most important in-
centive method.

(2) There is an inverted U-shaped relationship between
perquisite consumption incentive and resource al-
location efficiency. This means that perquisite con-
sumption incentive can promote the executives to
improve the efliciency of resource allocation within a
certain range; however, beyond the range, it has the
opposite effect.

(3) In state-owned enterprises, both monetary com-

pensation and equity incentive have significantly
improved the efficiency of corporate resource

allocation, monetary compensation incentive is
better than equity incentive in improving the effi-
ciency of resource allocation, and there is an inverted
U-shaped relationship between perquisite con-
sumption incentive and resource allocation
efficiency.

(4) In private enterprises, both monetary compensation
and equity incentive have significantly improved the
efficiency of corporate resource allocation, and the
effect of equity incentive is more effective, but the
effect of perquisite consumption incentive is less
significant.

The findings of this study may provide a better under-
standing about the relationship between compensation in-
centive and efliciency of resource allocation. Designing a
more scientific and reasonable executive compensation in-
centive mechanism may help improve the efficiency of re-
source allocation and achieve high-quality development of
the enterprise. In order to maximize the role of salary in-
centive, enterprises should strengthen monetary compen-
sation incentives because these incentives can immediately
increase the current income of executives and motivate their
enthusiasm. Considering that monetary compensation has
the characteristics of short-term incentive, equity incentive
is also recommended to make up for this defect. Equity
incentive can encourage executives to focus on the long-
term interests of the enterprise, to innovate and take risks,
and to optimize the allocation of enterprise resources in
various environments. This effect is more evident in private
enterprises.

In addition, the executive compensation of state-owned
enterprises is affected by some policies, such as the salary
limit regulation, so it is effective in appropriately increasing
the perquisite consumption incentive for executives. The
perquisite consumption incentive should be within a rea-
sonable range, which would play a positive role in improving
the efficiency of resource allocation. However, the perquisite
consumption incentive of executives does not affect the
efficiency of enterprise resource allocation in private en-
terprises, and this kind of incentive should be adopted
carefully to avoid increase of cost. Thus, the steady im-
provements on executive compensation incentive mecha-
nism and stimulations of enthusiasm and creativity of
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executives are important for long-term development of
enterprises.
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