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Stock Option Incentive , Executive Firing Pressure and Corporate Risk-taking
TU Lihe,SUN Shimin, CHEN Yixiu
( Northeastern University , Shenyang 110167 )

Abstract; This paper integrates the classical agency theory and the behavioral agent theory and divides the

3

performance-vested stock options into two categories: “severe type” and “loose type” by incentive conditions and
the validity period of the exercise. The relationships between incentive degrees of executive stock options and
corporate risk-taking of both types are studied respectively. In addition, this paper also examines the influence of
firing pressure on the relationship between the two variables. The results show that, firstly, the relationship of
incentive degrees of executive stock options and corporate risk-taking presents a nonlinear shape in the “severe
type” group,and presents a negative correlation in the “loose type” group. Secondly, the firing pressure lags the
nonlinear shape relationship between incentive degrees of executive stock options and corporate risk-taking in the
“severe type” group, and weakens the negative correlation between the “loose type” of incentive degrees of

executive stock options and corporate risk-taking in the “loose type” group.

Keywords ; stock option;firing pressure ; risk-taking ; stock option classification

WAE G 45 TRAEZ

135



