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Abstract: The supply-side reform and the targets of excessive capacity reducing have arosed extensive dis-
cussions about ‘how to reduce corporate costs’ among the whole society. As the core part of corporate man-
agement, subordinate executives go unnoticed during these discussions. Subordinate executives internal gover-
nance, which arises from bottom-up, refers to the process through which subordinate executives provide checks
and balances toward self-interest decisions of CEO. This paper, based on a sample of Chinese A-share listed
companies, explores empirical evidence where managerial internal governance can affect the adjustments of
expenses. This paper finds that subordinate executives internal governance can reduce expense stickiness. In
addition, subordinate executives internal governance can further reduce expense stickiness when subordinate
executives have stronger incentive and ability for governance. Finally, the results remain robust after a series of
robustness tests such as DID model, propensity score matching method, and variable substitution. This paper
sheds lights on subordinate executives internal governance and provides important implications for improving

resource allocation and achieving macro policy objectives.
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i I e v LR Al o (AU AT A 143:49) )[R 24 4k CEO % 55 CEO A # N LL 58 m i, B9k CEO miE A
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S A DRI AT, R e A W EE AR CEO & HIYA L AE ) B8, SR INFLU2 B 1, 750
B 0.

UeAk, FE BT R IR EE T LAR AN B SR R, 50 1) EE S W NELL P E T
FEGLN SUC, ), 1ZAF B NI AR &, A F] @ IR E A IRNTE LA R IR R 1, S 0; 2) &
GrHEK R (1C N GDP, ), Fl A ] 4 FTfEHLIX ¢ 45 (1 B R AR = BB 3 KR i 3) Mk =% LAl AL,
M AwE] i 48 t LT E EE SN Z IR ER R, 4) k5 TEEEGLHN EL ), AR @ 7E ¢ 7
THES FEM SN (CL T To N A7) 2 [al i EU A R .

4 SCIELRE SR

4.1 HRMSH
AR R WK 1~ 3. B3R 1 AT, 4 EEH A SGAIIIE N 4.219 12 785(F A ECN 1.577 12
J0), FENM SN REVEN) FIAME A 45.375 14 76(FRALECH 12.660 12.70), F58E B9 H 5 4 3B S5 N
L B 35ME A 0.183(FRALE A 0.128).
* 1 HEBEERMES U SENSTEHORAM G

Tabel 1 Descriptive statistics of sales management expenses and main business income

B A b UM e Rl
SGA 4.219 8.623 0.751 1.577 3.559
REVEN 45375  109.947 5.206 12.660 32.705
SGA/REVEN 0.183 0.195 0.078 0.128 0.207

M 2 VA, 24 8 b 55 S N B B S5 OO H B B AR A Aol o S U A AR
(K1 30.5 %, =45 04 5 B 2 AR 5 b A A 5 8 2 9 P b BT B RE AR ol o PR A B 1Y 26.3 %, /W
A — B> B SN T RO A Aol I A R R L PR B B A B 9 L R A S A 2R T BT B
ol B S 2948 D 20.4 Yo(P ALy 12.0 %), 78 2B L S5 USON B BT B AR il o, B gl )1~ 24 48
9 19.9 %(H AN 10.5 %), 2R BIFEA bl 238 17 78 2 FRG 1.
*® 2 HEBEEAMEEL SWN R ST

Tabel 2 Descriptive statistics of sales management expenses and main business income fluctuations

5t S A IR 5 L _ TRIRE

OE WEE  THARE  TRE LWARE
SGA-change 0.263 0.204 0.485 0.039 0.120 0.289
REVEN-change 0.305 0.199 0.575 0.043 0.105 0.285

3L THEFELERRMRES . WA H, CEO ik CEO & & F#kk 2 7 1 FH4{E A 2.370,
Rr3H 2.100, K HIFEA AL CEO F19E CEO i ZIAFEF IS %, dF CEO M N, HAF I, 1IX 5
SCHR[18, 1977 B 45 52—, M5 303 T 1| TR A TR RITAE AR L AE#E dE CEO 8 A v B

A, (B4 2.1 AR5 2.2 APIZRAE CEO YR BEBNHLAE 4K 1 4F CEO & N Eia BROR AL, WK 3 AT LLE
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i, £ CEO EHM AT = (5 3 CEO M/ HISF A LB 24.7 (PR ER 16.7 %) RIHTHE s i 7 ELAAIR,
DL CEO WIT-H44F R 4R 48 X AR RS, K I AE CEO miE HA 1R BEAIML; ik 3.1 ik 3.2 MR
Ik CEO JA 2GR /)L =4R VT 4E CEO i VA #EsR A, 3R 3 180T LUE i, 4F CEO =i 5 CEO Hi LLif~F
BIMER 77.6 (R AL 69.1 %), Z L EE S, PLECFISAE 37.5 % MIFEARM I AR 2D — A e AR H
EEF%EE CEO M, R M AE CEO mE B G H AL

*®3 HeTerEditgit
Tabel 3 Descriptive statistics of other variables

A4 FEAEL W beEE /M A KM
MIG1 16 379 2.370 6.347 —13.500 2.100 19.500
MIG2 16 379 —0.101 6.240 —15.876 —0.293 16.798
CO_EXE 16 379 0.247 0.280 0.000 0.167 1.000
CEO_AGE 16 379 47.891 6.260 24.000 48.000 78.000
REL_.COM 16 379 0.776 0.567 0.220 0.691 4.800
OTH-BOA 16 379 0.375 0.484 0.000 0.000 1.000
SuC 16 379 0.111 0.314 0.000 0.000 1.000
GDP 16 379 0.130 0.055 0.034 0.113 0.266
Al 16 379 2.659 3.117 0.380 1.822 25.901
EI 16 379 1.999 2.532 0.052 1.359 24.004

42 SRrBERALRSH
42.1 3F CEO &€ MG 5 40 3 FAs 1

BT OLS [F1A 53 B AT IG AR % 1, FIA 45 R LR 4. 38 4 FRIEE 1 FIRINANIE SR &, RE0h
L HTE 1% KT B3, RFEAR M AFLE TR R PE. 3 — 0 Hh, AR5 SCHR[23, 25, 48], & 4 H 15 2 FITE
551 I FERE E 3G T A SC 45 1) A5 B (SUC, GDP, AL EI) il —S675 5 /] ()58 HI5. 1] AE B, 898U NI L:
NB#(SUC)5 DEC x REVEN _change 32 UM IE, HAE 1% K R 835, 20 BRI s % Akl 45 5 1 7l
WU, 28 SO BRI, e S0 RS el & 8 B 9 . 857 % 422 (AD 5 DEC x REVEN _change
MIAZ B, HAE 1% KRR, RHE = 2427 A i R B il A 58 v, TR 9% FERG 1 5 7 6. DA b [
A 45 F 5 SCHR[48] 45 18—

% 4 9k CEO M ERATEN il 2 AR A0

Tabel 4 The impact of the internal governance of subordinate executivese on the expenses stickiness

3 MIG=MIG1 MIG=MIG2
REVEN_change 0.438*** 0.434*** 0.434%** 0.434%**
—21.971 —21.753 —21.782 —21.784
DECXREVEN change —0.127*** —0.143*** —0.144*** —0.144***
(—4.932) (—4.535) (—4.586) (—4.589)
DECxREVEN_change xMIG 0.005** 0.006**
—2.098 —2.276
MIG 0.001** 0.001*
—1.964 —1.748
DECXREVEN_change x SUC 0.173*** 0.175*** 0.175***
—3.893 —3.898 —3.892
DECXREVEN _change x GDP 0.267 0.228 0.231
—0.812 —0.697 —0.709
DECxREVEN_change x Al —0.014*** —0.015%** —0.015%**
(—4.423) (—4.555) (—4.580)
DEC xREVEN _change X EI —0.002 —0.002 —0.002
(—0.560) (—0.560) (—0.598)

3T Az el 2 ) SRS B AT R T 22 B b, *, e, e R ROR REAEL0 %, 5%, 1 % KT R,
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B4
Tabel 4 Continues
A MIG=MIG1 MIG=MIG2
SucC —0.003 —0.003 —0.003
(—0.256) (—0.236) (—0.238)
GDP 0.114 0.111 0.111
—1.38 —1.334 —1.34
Al —0.003 —0.003 —0.003
(—1.453) (—1.505) (—1.507)
EI —0.001 —0.001 —0.001
(—0.331) (—0.320) (—0.325)
Constant 0.092 0.098 0.097 0.099
—1.146 —1.184 —1.175 —1.196
Industry/Year et sk stk s
Observations 16379 16379 16379 16379
R? 0.205 0.213 0.234 0.234

1T A vz Al 2 T SRS BE AT R U 22 R 6, %, o, e 9 RIROR REE10 %, 5%, 1 % KT R,

N TR HE CEO i A B va B Aol 3% FRE PR 152, 58 3 BITE S 2 FI &AL B i\ 7 3E CEO =
BN R FEAR B (MIG) [ %A% & 5 DEC x REVEN _change )32 B30, i, 553%{# /] 7 CEO #14F CEO
AR I 2 & E CEO = A R B8R BEMIG L (E L 3R(2)), %1 | )5 45 4L 27k, DEC X
REVEN _change x MIG ) 2 %(Bs) N1E HAE 5% /KF 1 &3, RIAIAE CEO &8 WG B, 4 5% RS
PEBRAIG. 7E28 3 ZI2EAE L, 25 4 ZUE F 247 /4 R 8 J5 1 4E % 22 53 MIG2(E X IL5R@3)) K& AR 3 41
() MIG1 23 CEO =8 PN SyA BE5R BE, 1L A1) 45 5 .78 DEC x REVEN change x MIG [¥] 2 %(83) /548
NIEBAE 5% AKFTF R3E, RTG530, 9E CEO w36 B0 Al 9% PR M 46 44 A7 1
ZHIHEIER. 28 ERTR, 3 4 28 3 FIFIEE 4 51| SCUESE R SCHRFAT I 42 H iR % 1, EPE CEO & ik
TEER X Al B F R A7 E S 7, S CEO w0 Pl ia B, Al ) 2% iR PE I,

4.2.2 4F CEO &% &3 HL. 3k CEO & & NG I5% E 5 4k 35 Fks 4

MRYE T 4E CEO =% 119 15 EL(CO_EXE)F1 CEO 4E#%( CEO _HOR) AT Mb/4E 473 v 67 K, 45 A B A 43 1
Ik CEO G BB L 59 20, X2 SRR 1 51 45 3 51 5 5 BIAISHE 7 41, FldE CEO i if B Sl LR
M, R S RS 2 5.5 4 51 58 6 FIANEE 8 FIPNAH FHREAR, R B (1) /3 73047 43 2R B3, LIS 5 T
PR 5 2.1 P 2.2.

FSEW TRIASR, KPS 1 5~ 4 5 AFEAE CEO &4 &t ovdE CEO mE G BEEh AL B A
a5 5 5~ 8 FIFIE A CEO it A3k CEO mEin Bl &AL HA2E 1 515 2 5IFE 5
Hl. % 6 FI{EH T CEO ik CEO M FHFE I 1) 2 (MIG1) & E CEO % N Efya 3 sk B, 28 3 1),
4B 7 5.5 8 FINMAE T &AT M/ 3 R J5 AR 6 22 S (MIG2)E fE 4FE CEO = & P 3B i B o .
5 BIEESE R 0T LUE H, 7E9E CEO & i BEAN ML 55 (R #7 1 4F CEO i o b &, A1tk INCENI
B 0) TREA R )9 (55 1 %1 % 3 %)), DEC x REVEN _change x MIG ] & %(6:) YA 2%, EIE CEO m%A
HBIHLEFIRT, JE CEO M/ N iE BEAS 2 2 35 Pl 4k 2% FLRG P, 1753 CEO i v B sh AL (B 35 1
4k CEO = o LUK, Rk INCENT B 1) FFEARENE (3 2 71 28 4 %), DEC x REVEN _change x MIG#]
RE(Bs) WHZNIEHAE 1 % KPR, X—45 R BRI HE CEO Mm% b LUK, 3E CEO Mm% kA
S Bl RGP (00 ) 4 FH B 5, SCRF T AT TEIBR HE AR % 2.1,

Aol EE CEO s/ i B sh ML 55 (H) CEO 4E % AR IR I iB /K INCEN2 B 0) T FEA BT (55 5 %1 A
% 7 %), DEC x REVEN _changexMIG ] Z¥((3;) A &3, HI9E CEO w8 1A B A WL 59 I, 3F CEO &



%5 3 4 L BASE: 4 CEO i A e BT 2% ARG ) 2 353

NI VAFE A 2 B ] Al 2 Bk M. T ZE AR CEO /s va BE AN HLE SR (R] CEO 4E#4 Ik i B 4k INCEN2
B D) TREA A A G156 6 %1, 55 8 1)), DEC x REVEN _change x MIGH] % $(8;) 86 4 9 1E HAE 1% KF
B KUY CEO G BRI, 3 CEO &4 P 30 v4 FE 6 2% B RS M 0 30 i) 7 FE S 8, <7 38 77 BT 45 e i f
#2.2.

# 5 3F CEO S ENERATRERE 5l 2 M%ste: I CEO SE AR
Tabel 5 The intensity of internal governance of subordinate executives and the expenses stickiness:
Based on the impact of internal governance of subordinate executives’ motivations

MIG=MIG MIG=MIG2 MIG=MIG MIG=MIG2
AR INCENI=0 INCENI=1 INCENI=0 INCENI=1 INCEN2=0 INCEN2=1 INCEN2=0 INCEN2=1
REVEN _change 0.424*¥%  0.451***  0.424***  0.451***  0.400%**  0.482%**  (.40%** 0.482%**
(16.447)  (16.169)  (16.452)  (16.162)  (15.506)  (17.098)  (15.510)  (17.105)
DEC XREVEN _change —0.123***  —0.182*** —0.122*** —0.180*** —0.075 —0.276***  —0.071 —0.272%**
(—2.935)  (—=3.758)  (—2.915) (—3.728)  (—1.600) (—5.748) (—1.502) (—5.683)
DECXREVEN _changexMIG ~ 0.002 0.012***  0.003 0.012***  0.004 0.012***  0.005 0.012%**
(0.454) (3.120) (0.786) (2.992) (0.740) (3.142) (1.121) (3.004)
MIG 0.001 0.001 0.001 0.001 0.002** 0.002***  0.001** 0.002%**
(1.302) (1.488) (1.154) (1.362) (2.175) (3.102) (1.992) (3.024)

DECXREVEN changexSUC  0.149**  0.222***  0.148**  0.223***  0.187***  0.163**  0.188***  0.163**
(2.526) (3.220) (2.509) (3.234) (2.992) (2.550) (2.998) (2.544)

DECxREVEN _changexGDP  0.444 —0.204 0.439 —0.188 0.599 —0.309 0.585 —0.278
(1.106) (—0.395)  (1.097) (—0.363)  (1.296) (—0.712)  (1.274) (—0.640)
DECXREVEN changexAl ~ —0.013*** —0.018*** —0.013*** —0.018*** —0.017*** —0.012*** —0.017*** —0.012***
(—3.185)  (—3.402) (—3.227) (—3.419) (=3.357) (—2.648) (—3.392)  (—2.628)
DECXREVEN_changexEI ~ —0.010*  0.011 —0.010"*  0.011 —0.006 0.002 —0.007 0.002
(~-1.955)  (1.631) (—1.980)  (1.604) (~1.129)  (0.365) (-1.181)  (0.309)
suc 0.005 —0.006 0.004 —0.006 0.008 —0.015 0.008 —0.014
(0.248) (—0.329)  (0.239) (—0.307)  (0.405) (—0.752)  (0.398) (—0.744)
GDP 0.275%* —0.068 0.274** —0.066 0.164 —0.004 0.164 —0.001
(2.286) (—0.581)  (2.275) (—0.565)  (1.370) (—0.035)  (1.373) (—0.012)
Al —0.004*  —0.000 —0.004*  —0.000 —0.003 —0.002 —0.003 —0.002
(—-1.805)  (—0.166) (—1.809)  (—0.170)  (—1.276) (—0.669)  (—1.288)  (—0.668)
EI —0.005*  0.006* —0.005*  0.006* —0.002 0.000 —0.002 0.000
(—=1.750)  (1.653) (—=1.752)  (1.659) (—0.642)  (0.160) (—0.642)  (0.154)
Constant 0.084 0.153* 0.071***  0.051* 0.075***  0.058***  0.077***  0.062***
(0.975) (1.781) (2.674) (1.805) (2.954) (2.732) (3.038) (2.951)
Inustry/Year 2 il 2 il 2 il il 2 il il il il
Observations 8334 8045 8334 8045 8872 7507 8872 7507
R2 0.231 0.243 0.231 0.242 0.211 0.276 0.211 0.276

SE 5 N G R R 57 2 LI 1L, *, # 1 #2313 ABE 10 %, 5% M 1% K | i 5.
423 4E CEO %6324t /1. 4E CEO 3% M3R4 i E 5ok % Rkt

R4 IE CEO =% 5 CEO #r#l EL(REL_COM) AT Mb/4F 43 A A BT AE CEO 45 4 15 FfeAT Hofth A 7
F(OTHBOA), ¥ A& FE A5 iiidE CEO =B G BLRE 1B IS AR 6 BISE 1 F1. 568 3 %1 28 5 41\ 25 7 By A0
4F CEO iR HL AL IR B 6 (135 2 41 55 4 51 28 6 #1265 8 F) WAL FHEA, FIFAEAY (1) 43 3T
Sy ARIEE, DRSS H I 5 H R s 3.1 A 3.2.

F 6B H T IHIAGE, A 1 5~ 4 54 F9E CEO &% 5 CEO #ii b Ak CEO =& iR FERE J11)
B, 28 5 5~5 8 FIME A E CEO M & AT H M A R EF N3E CEO miE IR ISR &, H
e 1AL R 2 FIRIEE 5 B 5 6 FIMEH T CEO MlHE CEO & FIHE R I 2 S (MIG]) E & 3E CEO =& W
VR EEREE, 5 3 41\ 28 4 HIAIEE 7 5. 56 8 FIMIME A T AT /A4 VA % J5 1 4R 8% 22 = (MIG2) fE & 4E CEO
R A EERAE. AR 6 M A4S R AT LA H, 7E4E CEO M VA #EAE 1 55 (BD i E CEO w5 Lhis
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EINFLU1EL 0) FREAS [H 9 (35 1 %1, % 3 %), DEC x REVEN_change x MIGH] £ %(5;) B AR B A IE, 1HEY
KpgE T B E MR, B HE CEO M iR HAe R EaT, 9E CEO i/ P BRI A 2 10 25 401 £l 2 ARG .
M7EAE CEO m & VA HL AL 1B (BN dE CEO %% 5 CEO #H L R INFLULEL 1) FFEAS [ VA (565 2 %1

%5 4 %), DEC x REVEN _change x MIGH] RZ¥(B3:) 164 NIE HAE 5% A F &%, X —45 R 8R4k CEO &
%5 CEO M B LA =i, 3F CEO & P ERIA H6T 9% ARG PR A3 F S i, SCFE T RTTRIBE W OB 3.1,

% 6 3F CEO ZEMNIMAIERE 5l B AHsME: IF CEO BE AR RN
Tabel 6 The intensity of internal governance of subordinate executives and the expenses stickiness:

Based on the impact of internal governance of subordinate executives’ capabilities

MIG=MIG1 MIG=MIG2 MIG=MIG1 MIG=MIG2
AR INCENI=0 INCENI=1 INCENI=0 INCENI=1 INCEN2=0 INCEN2=l INCEN2=0 INCEN2=1
REVEN _change 0.420%**  0.438***  0.420%**  0.438***  0.464***  0.390***  0.464***  0.390***
(15.617)  (16.393)  (15.616)  (16.388)  (19.254)  (12.467)  (19.251)  (12.468)
DEC X REVEN_change —0.114%%*  —0.174**  —0.114*** —0.174*** —0.173*** —0.099*  —0.173*** —0.100*
(—2.609)  (—3.952) (—2.612) (—3.970) (—4.404) (—1.864) (—4.396)  (—1.886)
DEC X REVEN_change XMIG ~ 0.003 0.008** 0.003 0.008** 0.002 0.009** 0.002 0.010%**
(0.765) (2.232) (0.989) (2.242) (0.651) (2.506) (0.640) (2.777)
MIG 0.000 0.001** 0.000 0.001** 0.000 0.001 0.000 0.001

(0.116) (2.492) (0.080) (2.147) (1.151) (1.613) (1.022) (1.408)

DEC X REVEN_change X SUC ~ 0.173***  0.184***  0.175***  0.182***  0.170** 0.184***  0.170** 0.186***
(2.804) (2.885) (2.835) (2.858) (2.390) (2.992) (2.386) (3.009)

DEC X REVEN_change X GDP ~ 0.782* —0.229 0.776* —0.212 0.281 0.165 0.282 0.176
(1.757) (—0.525)  (1.747) (—0.491)  (0.710) (0.312) (0.712) (0.334)
DECXREVEN_change XA~ —0.014*** —0.016*** —0.014*** —0.016*** —0.015*** —0.016*** —0.015*** —0.016***
(=3.056)  (=3.721)  (—3.087) (=3.721) (—3.322) (—3.162) (—3.336) (—3.182)
DEC X REVEN_change XEI ~ —0.007 0.002 —0.007 0.002 —0.002 —0.002 —0.002 —0.003
(=1.107)  (0.411) (-1.127)  (0.358) (—0.388)  (—0.400)  (—0.393)  (—0.461)
suc —0.012 0.005 —0.011 0.005 —0.008 0.006 —0.008 0.006
(—0.614)  (0.294) (—0.584)  (0.260) (—0.405)  (0.266) (—0.407)  (0.274)
GDP 0.179 0.070 0.178 0.072 0.032 0.224 0.033 0.224
(1.519) (0.617) (1.516) (0.634) (0.312) (1.640) (0.315) (1.641)
Al —0.003 —0.002 —0.003 —0.002 —0.002 —0.004 —0.002 —0.004
(—1.472)  (—0.949)  (—1.474) (—0.949) (—0.812) (—1.203) (—0.812) (—1.293)
EI 0.002 —0.002 0.002 —0.002 0.002 —0.002 0.002 —0.002
(0.644) (—0.764)  (0.639) (—0.772)  (0.643) (—0.672)  (0.642) (—0.680)
Constant 0.004 0.116 0.004 0.118 0.053 0.091 0.054 0.094
(0.021) (1.190) (0.025) (1.211) (0.319) (0.926) (0.325) (0.957)
Inustry/Year il il il il il i i i
Observations 8176 8203 8176 8203 10229 6150 10229 6150
R2 0.248 0.225 0.248 0.225 0.257 0.203 0.257 0.203

S 5 N A R R R 5 ) 2 I 1, *, + 1 * 2y IFen ABE 10 %, 5% M 1% AKF | 5.
b4, 7E4E CEO & & 6 B AE 1B 55(HP 4 CEO 1 8 AR 3fe AT HAth 2 =] 2 FINFLU2HL 0) 1 F£ A 7] 19
H(5 5 %1% 7 1), DEC x REVEN change x MIGH 5 £(33) B 28t o IE, (H ¥ AR el i 2 3% MR 56,
BP9E CEO i ¥6 B RE /1 8L 99 B, JE CEO = & N & A B AN £ & 35 #0 i) 4k 2% ARG P i 7 9F CEO
A AR 1 sR(RD IE CEO & 4% 3T Hofth 2 &) 8 5 INFLU2 BU 1) FAEAR RN FEE 6 51,5 8 F),
DEC x REVEN _change x MIG ] & %1(B:)164& N 1E, HHI7E 5% 1 1% AKF 22, £ 243E CEO &%
TEHE A R AHATE TR, dE CEO 1=y NG BT 2 FRG 14 0445 P SE 5, SCHRe 1 A4 ik 3.1.
43 REHERN
DNPRUERI I 25 S RT 48, 7T 1 2 Sl A FH OO0 2 A5 | 0 1) 1550 UL AT B AR R R B 5 RS 3EAT T RN AIER
(2R 8
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1) F£T34F CEO i i e AE A1 s b 0T 22 73 WY, D i D R A% 8 4 O A PR 17 A, 15 %8 Chheng 4518
PAAE CEO i AT AN 2 F3X — 40 AR SR A0 AL Sl XU 72 0 A, B AU (1) T i 3F CEO s 9 kiR B AR
H(MIG), f255F CEO /& A & A BN holk 3% RGP R B2

SGA change, , = ) + 51REVEN change, , + 2DEG; ; x REVEN change, , +
B3sDEG; ; X REVEN change, , x TREAT, ; + B4DEG; ; X REVEN change, , x POST +

BsDEG; ; x REVEN change, , x TREAT x POST(7y) +

B6DEG; ; x REVEN change, , x SUC, ; + B7DEG; ; X REVEN change, , x GDP; ; +
BsDEG; ; X REVEN change, , x AL ; + BoDEG; ; x REVEN change, , x EL ; +
YearFixedeffect + IndustryFixedeffect + ¢; ., “4)

Hr POST M A iz 438 &, 4F CEO & MefE /M sE i B 1, S5 IHL 0. TREAT AFHAF BT &, 44
7?“#2@)%@ WA Z/b—2E CEO 8 AR ZM = F i L 1, 15 0 H 0.

Bb Ak, SR T B A TH LSS 52 AE CEO ) B AT A0 3 8 S50 3 3 1978 4k, 3855 = /NS () 1A B 1) 2 11 3R 4T
TOMT, 23 N1, 1B AT AR BT 5 — SRR I 1) B, [—2, +2] R AE 250 0 B J5 9 4F 18 i 1) 7,
[—3, +3| RN AT FAE R0 f5 = FEAE N T . 45 Rk 7 Fow, REIINIEHAE 5% K& LLUR K83, it —
W IFE L.

7 BRI 1 WEESER

Tabel 7 Robustness test 1: Difference in difference model

A [—1,+1] -2, +2] [-3,+3]
REVEN _change 0.428*** 0.424*** 0.491*** 0.492*** 0.388*** 0.393***
(14.513) (14.174) (13.511) (13.314) (8.454) (8.345)
DEC xREVEN _change —0.114*** —0.155*** —0.058 —0.163** —0.081 —0.093
(—2.798) (—3.173) (—1.101) (—2.575) (—1.362) (—1.103)
DECx REVEN_change —0.065 0.025 —0.108 —0.021 —0.187 —0.227
X TREAT (—0.685) (0.244) (—1.203) (—0.224) (—1.476) (—1.367)
DECx REVEN_change —0.029 —0.012 —0.093** —0.063 0.024 0.014
x POST (—0.979) (—0.402) (—2.487) (—1.502) (0.436) (0.218)
DECx REVEN_change 0.305** 0.293*** 0.297** 0.269** 0.394** 0.430**
x TREAT x POST(v4) (2.531) (2.631) (2.387) (2.241) (2.079) (1.967)
DECxREVEN_change 0.208*** 0.234*** 0.300***
x SUC (3.653) (3.151) (3.480)
DECxREVEN_change 0.139 0.330 —0.919
x GDP (0.333) (0.623) (—1.458)
DECxREVEN_change x Al —0.013*** —0.012 —0.014**
(—3.429) (—1.503) (—2.002)
DECXREVEN_change X EI —0.004 0.005 0.012
(—0.673) (0.723) (1.198)
suc 0.017 0.021 0.064**
(0.984) (0.978) (2.189)
GDP 0.010 0.053 0.043
(0.151) (0.658) (0.421)
Al —0.000 —0.000 0.002
(—0.190) (—0.117) (0.494)
EI —0.005** —0.000 0.003
(—2.331) (—0.105) (0.619)
TREAT 0.040*** 0.035*** 0.037**
(4.012) (3.269) (2.281)
POST 0.003 0.009* 0.009
(0.900) (1.715) (1.122)

T AT AL Aol 2 SRR R Ty ZE TR AR, =, e e Sl ROR RBULE 10 %, 5 % F1 1 % KT T B3E.
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Tabel 7 Continues
[—1,+1] [—2,+2] [—3,+3]

Constant 0.062*** 0.067*** 0.058*** 0.043*** 0.066*** 0.043**

(9.847) (5.798) (7.924) (2.693) (6.828) (2.080)
Industry et i £l il Ectl F il
Observations 10836 10836 9688 9688 7020 7020

0.215 0.225 0.242 0.247 0.198 0.210

2) s A A5 2 T X A Sl P R AR, Dtk — B | 24 w]A B

B/
52

E: 5T WOV AR T R S BN 7 Z R t-{8, *, o Rk 25BN R BAE 10 %, 5 % A1 1% KPR

Wi FH, A5 48 SCHR[20], DA IS

U EE L] | 5 B 2 R LA | BB — M AR R I B A B A AR A K AR A I LA R R L PRI R
REIA AR LT X B, X )\ R H4E CEO =i PRI L1 A =) v6 348 & Nl B ik,
4E CEO =& N #i6 BEL T AL B (MIG 1) AT (MIG2) 73 1) UG e AH S PR 428 il LA A, A 5% Ak 388 2 A 4 o) 2L v £
AR HEAT UCBC I, 75 R A (8] (1) FE B, A0 1) 15 43 VT vk AU — 448 &, 11 HLEUE A T(0, 1) (8], 7E
Vb 23 590 SR B K VU 43467 B0 5 K 43 0 B AN bR e, 38 B Logit [F1E R 52815 B LR DU REATER 8
PL SAMPLE1, SAMPLE2, SAMPLE3 U & SAMPLE4 %17, FIFHRERL(1) 7 BIAG 36 DU FEAS, 25 FLank 8
7K, DEC x REVEN change x MIG [ R%(8:)46 4 N 1E HAE 10 % K LA R/KF 22, [HH 25 RO,

8 REMRILER 2 MEE SR

Tabel 8 Robustness test 2: Propensity score matching

AR MIG=MIG1 MIG=MIG2
SAMPLEI SAMPLE2 SAMPLE3 SAMPLE4
REVEN _change 0.426*** 0.405*** 0.404*** 0.441%**
(15.532) (12.161) (13.694) (14.158)
DEC x REVEN _change —0.179*** —0.149*** —0.142%** —0.194%**
(—3.786) (—2.845) (—3.020) (—3.787)
DEC xREVEN _change x MIG 0.007** 0.008** 0.007** 0.006*
(2.062) (2.058) (1.999) (1.847)
MIG 0.000 0.001 0.000 0.000
(0.554) (1.509) (0.879) (0.378)
DEC xREVEN _change x SUC 0.169** 0.236%** 0.278*** 0.225%**
(2.441) (3.481) (4.710) (3.378)
DEC xREVEN _change x GDP —0.468 —0.051 —0.620 —0.210
(—0.991) (—0.099) (—1.353) (—0.454)
DEC xREVEN _change x Al —0.015%** —0.011* —0.012%** —0.009*
(—3.042) (—1.906) (—2.829) (—1.758)
DEC xREVEN _change x EI —0.002 —0.012 —0.003 —0.001
(—0.305) (—1.443) (—0.587) (—0.242)
SuC —0.017 0.010 0.011 —0.005
(—0.844) (0.529) (0.613) (—0.242)
GDP 0.053 0.080 —0.177 —0.005
(0.400) (0.563) (—1.426) (—0.038)
Al —0.003 —0.003 0.002 0.001
(—1.060) (—1.089) (0.643) (0.317)

i T oA e R SRS

VA BE A7 05 22 BRI ¢, *, o o 2250 3R REHE 10 %, 5 % A1 1% KT TR,
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4k 8
Tabel 8 Continues

i MIG=MIG1 MIG=MIG2

SAMPLEI1 SAMPLE2 SAMPLE3 SAMPLE4
EI —0.001 —0.007** —0.004 —0.001

(—0.356) (—2.062) (—1.341) (—0.246)
Constant 0.109*** 0.117*** 0.123*** 0.092***

(6.129) (6.130) (7.308) (5.027)
Inustry/Year s il et s il )
Observations 7516 5968 7532 6036
R2 0.233 0.234 0.235 0.258

AT NORZE I Al 2 SRS AN R T ZE TR R, =, e 1 e Sp R ROR RBUE 10 %, 5 % 11 % KPR RE.

3) B3k CEO mi/E N iR B I B 5 2. i S5 SCHR18, 19], i — RAI BB E R/~ IE CEO mE A
BREE, B S DA R PYAN AR B B AR (1) ) MIG, , BEITREG. (a) JF CEO &/ (4L EF (HOR) B CEO
WS (CEO _AGE) K TATMk/AF 43 HR A £ B 1, 7 EY 05 (b) IF CEO & [ #H i (COM) R4k CEO i
£ CEO 1% Lt (REL_COM) &1 T4 b/ A7 F T HL 1, 75 WHK 05 (o) Fr#EAL S ¥ HOR Al COM &
fH(MIG3); (d) H 22465 ) HOR Fl COM HIHEEMIGS). 25 R 113k 9 fiz, DEC x REVEN _change x MIG
(11 R E(Bs) N IEGRAAE 10 % K LA T /K R3E, (81345 BAK IH AR FFAR .

*9 RIBMARIER 3. BiIE CEO SEMNEAIENE

Tabel 9 Robustness test 3: Alternative internal governance of subordinate executives measurement

Ak MIG=HOR MIG=COM MIG=MIG3 MIG=MIG4
REVEN _change 0.432%** 0.434*** 0.432%** 0.434***
(21.586) (21.855) (21.723) (21.826)
DEC X REVEN_change —0.142%** —0.143%** —0.142%** —0.143%**
(—4.526) (—4.469) (—4.460) (—4.489)
DEC X REVEN_change X MIG 0.008** 0.014* 0.023** 0.001*
(2.083) (1.701) (2.037) (1.770)
MIG 0.002*** —0.014*** 0.010*** 0.000***
(3.350) (—3.881) (3.998) (3.718)
DEC X REVEN _change X CEO HOR —0.003 —0.004 —0.003
(—1.075) (—1.150) (—1.090)
DEC X REVEN_change X CEO COM —0.033** —0.022** —0.017*
(—2.375) (—2.246) (—1.838)
DEC X REVEN_change X SUC 0.174*** 0.182%** 0.183*** 0.185***
(3.852) (3.968) (3.972) (4.021)
DEC X REVEN _change X GDP 0.157 0.225 0.174 0.214
(0.482) (0.691) (0.544) (0.667)
DEC X REVEN_change X Al —0.015*** —0.014*** —0.015*** —0.015%**
(—4.619) (—4.481) (—4.640) (—4.582)
DEC X REVEN_change X EI —0.002 —0.001 —0.002 —0.002
(—0.582) (—0.357) (—0.462) (—0.446)
suc —0.004 0.000 0.000 0.001
(—0.268) (0.025) (0.023) (0.093)
GDP 0.093 0.081 0.068 0.075
(1.108) (0.978) (0.814) (0.903)
Al ~0.003 ~0.003 —0.003* —0.003
(—1.594) (—1.559) (—1.689) (—1.563)
EI —0.001 0.000 —0.000 —0.000
(—0.365) (0.131) (—0.084) (—0.141)

T T WO Aol 2 TSRS AN S T ZE TR AR, 5, e e 3 RIEROR R BUE 10 %, 5 % 11 % KT T B3,
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Tabel 9 Continues

B MIG=HOR MIG=COM MIG=MIG3 MIG=MIG4
CEO HOR —0.000 —0.000 —0.000

(—0.744) (—0.960) (—0.770)
CEO COM 0.001 —0.009*** —0.008***

(0.652) (—6.140) (—5.582)

Constant 0.053*** 0.103*** 0.119*** 0.086***

(3.495) (9.324) (8.733) (6.792)
Industry/Year il Etiil il il
Observations 16 379 16379 16 379 16379
R? 0.234 0.236 0.236 0.236

i AT WO Aol 2 SRR AN S T ZE TR AR, 5, e R e 3 RIEROR R BUE 10 %, 5 % 11 % KT T B3,

4) Bk CEO my & v BB ML BER 7 (0 & 07 1. 1 e 4t X9 CEO i Wia #LapL, 2 IS
BR[7, 191, 1 FI BT CEO & 75K H N ik B R /R 4k CEO =& iR B Eh ML, 4 BT CEO 3K H W 3k FE A,
dE CEO =& iR B sh HLER5E, INCEN3 U 1, 5 IUEL 0. Hyk4&rxtdE CEO M8 WG BERE 71, 2 18 SCiHik[43], &
F CEO BUJjKfi & 3FE CEO 8 WG BLRE /1, 24 CEO AU R TATM/AFE A v AL 3N, SR 3 CEO B A
A S ARE ELRE /7, BB INFLU3 B 1, 5 0HC 0. 455K 4155 10 PR, #7431+ DEC x REVEN _change x MIG
[ 2B Bs) B 24 N IE HAE 10 % K VLR KF R, EBESH (8:) RECR R 3E, B2 R IRFEFR .

10 FREMRINER 4 B ARG SN

Tabel 10 Robustness test 4: Alternative governance motivation and ability measurement

MIG=MIG1 MIG=MIG2 MIG=MIG1 MIG=MIG2
A INCEN1=0 INCENI=1 INCENI=0 INCENI=1 INCEN2=0 INCEN2=1 INCEN2=0 INCEN2=1
REVEN_change 0.425*** 0.442%** 0.425%** 0.442%** 0.389*** 0.512*** 0.389*** 0.512%**
—15.374 —13.815 —15.376 —13.814 —14.699 —14.163 —14.699 —14.161
DEC XREVEN_change —0.159*** —0.117** —0.159***  —0.118** —0.082* —0.265*** —0.082* —0.263***
(—3.769)  (—2.158)  (—3.764)  (—2.170) (—1.909) (—4.166) (—1.914)  (—4.150)
DEC XREVEN _change XMIG 0.006* 0.003 0.007** 0.003 0.006* 0.006 0.007** 0.005
—1.773 —0.758 —2.022 —0.67 —1.893 —0.889 —2.15 —0.795
MIG 0.001 0.001 0.001 0 0.001 0.001 0.001 0.001
—1.486 —0.666 —1.365 —0.541 —1.421 —1.152 —1.272 —0.895
DEC XREVEN _change X SUC  0.213*** 0.115 0.213*** 0.115 0.246*** 0.163 0.246*** 0.163
—3.597 —1.486 —3.579 —1.489 —4.138 —1.562 —4.132 —1.562
DEC XREVEN change XGDP  0.423 —0.224 0.425 —0.211 —0.235 0.738 —0.23 0.745
~1.003 (—0.440)  —1.014 (—0.413)  (—0.499) —1.161 (-0.492) —1.175
DEC XREVEN_change X Al —0.013*** —0.015*** —0.013*** —0.015*** —0.015*** —0.013* —0.016*** —0.013*
(—2.878)  (—3.303) (—2.923) (=3.270) (—3.709) (—1.659) (—3.739) (—1.677)
DEC XREVEN _change X EI 0.005 —0.016** 0.005 —0.016** —0.007 0.008 —0.007 0.008
—1.092  (—2.085) —1.07 (-2.100)  (—1.273) —0.636  (—1.310) —0.643
SuC 0.006 —0.009 0.006 —0.009 0.019 —0.026 0.019 —0.026
—0.352 (—0.351) —0.347  (—0.351) —1.05 (—0.961)  —1.035 (—0.965)
GDP 0.138 0.155 0.138 0.158 0.194* —0.079 0.195* —0.078
—1.335 —0.92 —1.338 —0.935 —1.693 (—0.574) —1.693 (—0.565)
Al —0.002 —0.003 —0.002 —0.003 —0.002 0 —0.002 0
(—0.654)  (—1.300) (—0.656) (—1.296) (—0.872) —0.112  (—0.873) —0.111
EI 0.003 —0.009* 0.003 —0.009* —0.003 0.003 —0.003 0.003
—1.456 (-1.793)  —1.455 (—=1.799)  (—0.985) —0.962 (—0.992)  —0.964
Constant 0.055%** 0.069** 0.057*** 0.070** 0.047 0.114*** 0.048* 0.116***
—2.579 —1.995 —2.655 —2.025 —1.64 —4.306 —1.697 —4.39
Inustry/Year ) ) il et Bl el ) el
Observations 10688 4093 10688 4093 8225 5480 8225 5480
R2 0.214 0.269 0.214 0.269 0.213 0.295 0.213 0.295

T AT AL Aol 2 R SRR IR R T ZE R 6AE, =, e 1 e Sp Rl ROR RBULE 10 %, 5 % F1 1% KT T B3E.
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5 4RiE

EA KT m A BTSN SCHREE R 03 1 A BT, BB IR BEALA, 2R SGTE R CEO Mg 7E
T ARERAT el R P AR . R, 50 T e i YA BRI SCRROT A B IE CEO miE & A RE i il
PRV, J D ARERAT Oy, BET STk B YRAC B ACR. 25 Tk, DABRE PR P T 2003 4E~2015 4R (8] 1 Fr
AR BT AR TR G, R BAR CEO /g A BB VA BT 4lk 3% FORG PR B A M . B 4 iedh e 72
A A B WSO A, KRR T B RS PR RS R BB A, O R R BLSE R o, NEHE S
BRI B R AR R e T R (R R NRSEAE AR M ET AR =), #FEERENETS
IR T A E £ . AT i N VA e A R AE T TS HE AL i i 2 L,
AICE SR AR CEO B 1EJy e i 141 A B 2 — 4, S ARERAT 9 v B F A AR IS B8, s S imoi
XFAE CEO & BRI ST 8 A% A K i 2 RIS AR CEO /g s SR fit 1 BB R R, 55 —, JvFIai A%
PG 2 A PR SR IRAE, Dy LT A FHRTHA B ACHR B EOR R, (RN RITMEREZHE) A L2
FABAE D) 24 B, A FHA B RTE A S Ak, (L RIERE SR T R R A . A W T 2 IR
WAL (AN EE 2, 3L, IR M A AN AN B AL (I W 7 3, R AR 2R, AR DR L 1 55 e AR B AT
NRIFEIAE, A SCE GO B R i EREE CEO e Wa LA, il Bt 3, BUBUN, BUM 58 2 2%
PP BT A SRR BT R BEEILA, thoh BT A R A SE A BLAR R SR E B RO, 5 =, vt ik
AN e T A 0 L (R ROV J2 T 40 3 A R B R N5 27, R R ) gt 2o i 20 AN 5 SR 4% 1 {1 2,
B AR AR Ml R A B T, BT Ml B IR NC B AR A P MU 5 A 25 77 BE O SR B P 1Y, A SCE s AR 9F CEO 1
EAENRNIZE RENZ 5E 590N, ERRAR A 9% R, 3271 SR B R R i R, # e it an
I % e TR R P GV T EZS ATl
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