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Executive Equity Incentives, Financing Constraints and the Performance of

Small and Medium-Sized Enterprises
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Abstract: With 367 listed companies on Shenzhen A SME Board and ChiNext that successfully implemented
the executive equity incentive from 2011 to 2019 selected as the research objects, a multiple linear regression model,
2SLS model, and PSM-DID model have thus been constructed for an inquiry into the impact of the executive equity
incentive on the performance of SMEs as well as its potential mechanism. The research results show that the executive
equity incentive helps to promote the performance of SMEs; as an important driving factor for SMEs to implement the
executive equity incentive, the financing constraint plays a part of intermediary role in the relationship between the
executive equity incentive and SME performance; after distinguishing the nature of property rights, the equity incentive
of executives in state-owned enterprises is characterized with a better performance, with the financing support effect
only limited to non-state-owned enterprises; the type and validity of equity incentive exert an asymmetric effect on the
performance improvement and financing support effect of the executive equity incentive.
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Table | Descriptive statistical results of the main variables

A T P bREE BeME ORI
Vroe 4.464 5.600 13.160 -63.030  31.000
Vorrtion 0.565 1 0.496 0 1
VincenT 0.521 0.624 0.341 0 0.974
Veps 0.006 0.004 0.006 0 0.023
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Table 2 Executive equity incentives and SME

performance regression results

A Vior (1) Veor (2) Vioa (3) Vioa (4)

. 4.428%% 0.024%%

INCENT (5.004) (5.462)
. 2.29]%%* 0.006
OPTION (2.384) (1.546)
. -0.154 -0.009  -0.004*  —0.003
S (-0.306) (-0.018)  (-1.931)  (-1.496)
. 1.323% 0.912 0.003 0.000
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. 2.128% % [ 714%Rx 0013%F%  0.0]1%%*
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. 5.454%%k  5.045%kk () Q9% (,032%%
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. 0.229%#%  0271%%%  0,002%F%  (.002%**
R (2.717) (3.242) (3.196) (3.535)
. 5.800%%*F 58K (. 028%**F (0,027
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Table 3 Executive equity incentives, financing constraints and

SME performance
ﬂl{é VFCI ( 1 ) VROE (2 ) VFCI (3 ) VROE (4)
B —1.034%*%  3.446%**
INCENT (-4.798)  (4.048)
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ormen (-2.715) (1.834)
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Table 4 Regression results of the test model of the intermediary effect of financing constraints under different property rights

o [ESESEraE A Al

] VROE ( 1 ) VFCI ( 2 ) VROE ( 3 ) VROE ( 4 ) VFCI ( 5 ) VROE ( 6 )

Vincent 8.558** (2.258) 0.123 (0.177) 8.628%* (2.320)  2.415%%* (3.089) —0.387** (-2.495)  2.151*** (2.772)

Vea -0.566 (-1.157) —0.681%** (-4.269 )
V constant! V controls YES YES YES YES YES YES
Vyear! Vino/ Varea YES YES YES YES YES YES
Observations 314 314 314 1827 1827 1827

P& R 0212 0.597 0.219 0.074 0.454 0.089
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Table 5 Regression results of cross-sectional data analysis

IR i) 8 2 JREIAL KA FA RO
=N
= VFCI ( 1 ) VROE (2) VFCI ( 3 ) VROE <4 ) VFCI (5 ) VROE ( 6) VFC[ (7 ) VROE ( 8 )
v —1.189%** 4.480%* —0.690%** 4 449%#* —1.518%%* 2.566%* —0.791%** 4427
INCENT
(-8.385) (5.774) (-3.479) (3.674) (-6.835) (2.340) (-5.555) (5.266)
Vconsant! Vcontrols YES YES YES YES YES YES YES YES
Vyear/ Vino/ Varea YES YES YES YES YES YES YES YES
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