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Government Contrad ,Executive Compensation and Capital Investment

Xin Qingguan, Lin Bin and Wang Yancheao
(School of Bugness, SUN YATSEN Univesty)

Abstract :Based on agency theory o the firm, and the pecid inditutiona settings that there exids the regulation on executive
conpensation in Chinee SOEs, this pgoer andyses the impact of executive compensgtion on over-invesment and under-
invegment. Subsequently , Usng the dataon China’ sligted conmpanies datafrom 2000 to 2004 , we invedigae governance dfect of
executive comrpensation on capital invetment decidon. We find that , on the condition of executive diligence and talent not being
conmpensated , there are nore evidence shows that government control epeciadly SOB. G oontrol and SAMB cortrol has induced
over-invegment.
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