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Abstract: We use the date of the A-share company between 2007 and 2009 as sample. First we set up an in-
vest model. Then make regression between the actual investment and the expected one. The regression resid-
ual will be sorted as over-invest and under-invest by sign. Then we do regression between the PPS
(pay-performance sensitivity) and over-investment or under-investment. The PPS indicates the intensity of
the incentive. The conclusion is the relation of PPS and investment is negative if the PPS is under the op-
tional level, and investment is negative if the PPS is under the optional level, and it is positive if PPS is

higher than the optional level.
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INV Growth ¢ CFu INV g Valid N (list wise)
N 79 79 79 79 79
Minimum -.28038 .00017 -.36610 -1.572514 79
Maximum .31286 1.33131 46455 .69420217 79
Mean .0540689 .3280712 .0056215 .06164804 79
Std. Deviation 10967445 .30410167 .08273706 .23494882 79
K2 AR R AT
INV Growth 11 CFu INV
INV Pearson Correlation 1 875(**) 832(**) 582(**)
Sig. (2-tailed) .000 .000 .000
Growth; | Pearson Correlation 875(**) 1 T8T(**) A43(**)
Sig. (2-tailed) .000 .000 .000
CFy; Pearson Correlation 832(**) 787(*%) 1 374(**)
Sig. (2-tailed) .000 .000 .001
INV ¢4 Pearson Correlation 582(**) A43(*%) 3T4(*%) 1
Sig. (2-tailed) .000 .000 .001
N 79 79 79 79
**  Correlation is significant at the 0.01 level (2-tailed).
R 413  BEABBHER[EHDHT

41.2
Pearson AHC R &KL 46 (1) 45 FK B : AR & INV
5 B8 & Growth .1, CF., INV o 3I7E 0.01 (W45
K E A . B AR R B H, Growth o,
CFu» INV HRARE INV 2 B3 4AE IE A C.

SEE PRI R MR AR o (1 28 2 1) e KAl
“h 0.802. fe/ME M 0.355, AT 1, FoAHXTA
(177 Z A VIF S KAE ok 2.814, d/ME Dy 1.247,
PN BT R AR AL b

#® 3 PEAMR B9 AT

Unstandardized Coeffi-
Model cients Standardized Coefficients Collinearity Statistics

B Std. Error Beta t Sig. Tolerance VIF
(Constant) -.013 .009 -1.412 162
Growth 176 .026 487 6.780 .000 .355 2.814
CFu 481 .092 .363 5.225 .000 .380 2.630
INV 107 022 230 4.810 .000 802 1.247

a Dependent Variable: INV
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Minimum Maximum Mean Std. Deviation N
Predicted Value -.2188721 4539488 .0540689 10184699 79
Residual -.14109011 .07983577 .00000000 .04069001 79
Std. Predicted Value -2.680 3.926 .000 1.000 79
Std. Residual -3.400 1.924 .000 981 79
a Dependent Variable: INV
414 BEBHERBEBPEEST 421 BEEHFMHSTESRR
N e R BRI AT [, AR RS

MEA Ly 4 R rh R B 22 1) $5: R AE 4 0.07984,
R/MEH-0.14109, 2 4it, ARSCRIAETTA
BEAH, BRI IR 5T, BRZEEAE ) i 21
A, Hp T —AERZEMH0, & SN, B
DAA S K 22 B Al A7 A6 358 3ok JE 1 )

42 FHERFEHER A EYT

AL C AL R TREARL E N -

Overinvest = b, +b,PPS, +b,FCF, +b,Risk,
Herb Over Invest Jy 25— MR R K IESRZE L, PPS
N HTNY SHEURE , FCR A H LG, Risk 42
A (K10 55 AU o

R 5 WEBBRBE TN

OVERINV PPS; FCF¢ Risk;

Pearson Correlation OVERINV 1.000 -.915 .366 -.598

PPS; -.915 1.000 -.324 715

FCF; .366 -.324 1.000 -.361

Risk; -.598 715 -.361 1.000

Sig. (1-tailed) OVERINV 1.000 .000 .003 .000

PPS; .000 1.000 .007 .000

FCF, .003 .007 1.000 .003

Risk; .000 .000 .003 1.000

N OVERINV 57 57 57 57
Pearson IS¢ RER M : (L MEHRE SHME  4.2.2 EFWERESL

GUBUREAFAE TG, IV 3 I R R A,

B M FE RIS, X85 RBE T AR
w1, (2) R 5 B IR SRAAE LK R,

WL A RO, U S B BBt
(3) BT 2 /] M 55 MBS AFAE TAH ORI 2R
ESIR VRN A R R € LI BUNEE a0k
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HA Under Invest 24 55— /M5 AR (K] 47 E
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UNDERINV PPS; FCF; Risk;
Pearson Correlation UNDERINV 1.000 737 -.622 .082
PPS; 737 1.000 -.201 -.163
FCF; -.622 -.201 1.000 -.077
Risk; .082 -.163 -.077 1.000
Sig. (1-tailed) UNDERINV . .000 .001 .362
PPS; .000 . 191 .240
FCF, .001 191 . 370
Risk; .362 .240 .370 .
N UNDERINV 21 21 21 21

a Dependent Variable: UNDERINV
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