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Abstract; 251 A-share listed companies which implemented the equity incentive
plan during 2007 and 2013 were selected, and a comprehensive framework was set
up by means of structural equation modeling (SEM) to analyze the direct and
indirect effects of equity incentive on company performance, and to examine the
pathway of equity incentive on the performance of listed companies. It was found
that equity incentive can significantly improve company performance. 87.56% of
the effect of equity incentive on company performance is realized through the direct
acting pathway, and the rest 12. 44% is realized through the indirect acting
pathway. The pathway of agency cost accounts for 8. 00% and the pathway of
earnings management accounts for 4. 44%, but the pathway of investment
efficiency does not have a significant effect.
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