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Abstract: This paper conducts an empirical analysis on influence of executive compensation stickiness on corporate investment
efficiency and the underlying mechanism by using the data of Chinese A-share listed companies from 2010 to 2019. The result
shows that: (1) Executive compensation stickiness is negatively related to corporate investment efficiency. Executive compensation
stickiness will exacerbate over-investment, thereby increasing inefficient investments and reducing investment efficiency. (2)
The negative impact of executive compensation stickiness on investment efficiency is only valid for “rewarding the superior
and low punishments on the inferior” compensation contract. Compared with non-state-owned, high-valued and manufacturing
companies, the negative relationship is stronger in state-owned, low-valued and non-manufacturing companies. (3) The increase
of management power will aggravate the negative impact of executive compensation stickiness on investment efficiency, and the
increase of management power will intensify the compensation effect brought by the rent-seeking of power, thereby diluting the
sensitivity of compensation rewards and punishments to performance changes. The improvement of financing constraints will
weaken the negative impact, which is mainly for under-investment enterprises but not significant for over-investment enterprises.
(4) Risk-taking plays an intermediary role between executive compensation stickiness and investment efficiency. Executive

compensation stickiness can affect investment efficiency through the channel of risk-taking, which is found effective.
Key words: executive compensation stickiness, corporate investment efficiency, risk-taking, management power, financing constraints
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