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External Compensation Fairness’s Impact on Executive’s Stocks Reduction:

Based on the Perspective of Income Risk Preference

Ma Zhiying, Sun Shimin

(School of Business Administration, Northeastern University, Shenyang 110169, China)

Abstract: Based on the sample of Shanghai and Shenzhen A-share listed companies with executive stock reductions in 2015-2017, this paper re-

searches the impact of income risk appetite and external compensation fairness on executive’s stock reduction. It is found that executives tend to

reduce their shareholdings when stock prices and internal and external risks are high. There is a range effect on the impact of external compen-

sation fairness on the executive’s stock reduction. When compensation is negative-unfair, there is a relation of inverted U pattern, while posi-

tive-unfair a positive relation. Further analysis show that when the compensation is negative-unfair, the executive’s preference for reduction is

changed from income chasing to loss avoidance; when the compensation is positive-unfair, risk avoidance is the main motivation for reduction.

Keywords: profit chasing; risk averse; external compensation fairness; executive’s stock reduction
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