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Abstract

The manager's compensation decision theory points out that the
implementation of equity incentives by companies can promote the convergence of
the interests of management and shareholders, weaken the problem of principal
agency, and reduce agency costs. After the management is granted equity
incentives, the realisation of the management's own interests needs to take the
interests of the company as the starting point, work hard to pursue the interests of
themselves and the company, and improve the value of the company. At the same
time, compared with daily operation, the duration of M&A projects is long, and
there are many uncertainties in the M&A process. Mergers and acquisitions are
high-risk and high-yielding investment projects. At present, with the deepening
reform of the capital market, can the implementation of equity incentives for listed
companies in China reduce agency costs and launch investment activities that are
beneficial to the value of the company? Through the merger and acquisition
incident as a window, we can test the mechanism of the company's equity
incentive and its impact on the company's mergers and acquisitions.

Company mergers and acquisitions can bring tax benefits to both mergers and
acquisitions, integrate upstream and downstream resources, and cross industry
barriers, and have become an important way for companies to allocate resources.
Implementing management equity incentives can not only increase the property of
management, but also make it the owner of the company, weaken the conflict of
interest between shareholders and management, and encourage management to
launch mergers and acquisition activities in favour of the company, thus improving
the value of the company. This paper selects the relevant data of A-share listed
companies from 2005 to 2021. Based on the manager's compensation decision
theory, the impact of management equity incentives on company mergers and
acquisitions is empirically studied. The research conclusions can be summarised
into three aspects: First, equity incentives can improve the willingness and scale of
companies to initiate mergers and acquisitions. Second, equity incentives to
improve the scale and willingness of mergers and acquisitions mainly by
weakening the principal-agent problem in corporate governance. II1. Differences in
characteristics such as the personal characteristics of management and the nature

of the company's property rights have an important impact on the effect of equity
2
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incentives, and the impact of equity incentives on the merger and acquisition
behaviour of enterprises is more obvious in enterprises with relatively high salaries.
At the same time, according to the relevant research results, this paper puts
forward relevant suggestions from inside and outside the company.

Key words: Equity incentive; M&A inclination; Sale of M&A
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