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ABSTRACT

	Aims: It tests the impact of board governance and executive incentive mechanisms on corporate growth, as well as their contemporaneous and lagged effects.
Place and Duration of Study: Studying at Xiamen University Tan Kah Kee College since September 2022.,
Methodology: Taking A-share listed companies in China's agriculture and agricultural product processing industry from 2020 to 2024 as samples, this paper adopts the methods of multiple linear regression and quantile regression.
Conclusion: Compensation incentives exhibit an overall positive impact on firms’ sustainable growth; however, the contemporaneous effect is insignificant, while the one-period lagged effect is statistically significant. Equity incentives show differentiated lagged effects: executive shareholding promotes firm growth, whereas board shareholding suppresses it. Quantile regression further reveals that board compensation incentives are more effective in high-growth firms, while low-growth firms benefit more from reducing their asset–liability ratio. Control variables such as firm size, revenue growth, and state ownership positively correlate with growth, while leverage exerts a significant negative influence.



Keywords: Incentive systems; Sustainable growth; Agriculture; Agro-processing industry

1. INTRODUCTION
[bookmark: _GoBack]Agriculture is a fundamental sector of the national economy, and the agricultural and agro-processing industry serves as a key link between agricultural production and market consumption. Its high-quality development is directly related to the effective implementation of the rural revitalization strategy and the safeguarding of national food security [12,13]. In recent years, under the combined influence of policy support and market mechanisms, China’s listed companies in the agricultural and agro-processing industry have achieved certain progress in scale expansion. Nevertheless, they continue to face structural constraints such as insufficient industrial chain integration, weak technological innovation capacity, and unstable profitability [14,15]. Existing studies confirm that agricultural enterprises still encounter multiple practical constraints in their growth process, and driving enterprises to improve quality and efficiency through institutional optimization and innovation has become a core proposition for breaking the bottleneck of sustainable development in the industry[1].
Prior research shows that the development challenges faced by agricultural enterprises are mainly reflected in pronounced industry polarization, an underdeveloped policy support system, increasing pressure from risk management, and relatively weak awareness of corporate social responsibility [2]. Related studies further reveal that incentive mechanisms for middle- and lower-level employees in some agricultural banks suffer from problems such as insufficient competitiveness of compensation and benefits, limited effectiveness of performance incentives, constrained promotion channels, and inadequate training opportunities. These issues primarily stem from imperfect compensation adjustment mechanisms, unsound performance evaluation systems, unreasonable promotion pathway design, and inefficient allocation of training resources. Therefore, establishing effective incentive systems is of particular importance for promoting the growth of agricultural enterprises.
The realization of firm growth depends heavily on sound corporate governance mechanisms. As the core decision-makers in corporate operations, board members and executives play a decisive role in governance efficiency and operational performance, and the design of their incentive systems directly affects firm outcomes. Compensation incentives motivate management by linking short-term rewards to performance, while equity incentives reduce agency costs and encourage a long-term strategic orientation through ownership alignment. The coordinated use of these two incentive mechanisms has become an important practice in modern corporate governance. Although existing studies generally confirm the positive effects of incentive systems on firm growth, the related literature has mainly focused on manufacturing and high-technology industries, with relatively limited attention devoted to the agricultural sector.
As a fundamental and strategic industry in the national economy, agriculture plays an irreplaceable role in ensuring food security, enhancing economic resilience, and promoting common prosperity, while also serving as a core driver of industrial chain integration and rural revitalization. The strategic principle that “a strong nation must begin with strong agriculture,” together with the continued policy emphasis highlighted in China’s 2025 Central No. 1 Document, further underscores the government’s strong commitment and policy support for agricultural development. However, in practice, incentive mechanisms for board members and executives in agricultural enterprises remain underdeveloped. The adoption rate of such mechanisms is significantly lower than that in other industries, and long-term incentive arrangements compatible with the long production cycles and high operational risks characteristic of agriculture are largely lacking. Moreover, due to the industry’s relatively limited attractiveness to senior managerial talent, agricultural firms continue to rely heavily on external recruitment or transfers, while persistent challenges in talent retention remain unresolved.
Against this background, this study takes A-share listed companies in China’s agricultural and agro-processing industry from 2020 to 2024 as the research sample and systematically examines the mechanisms through which compensation incentives and equity incentives affect firm growth. This study further introduces a quantile regression approach to identify the heterogeneous effects of incentive systems across firms with different growth levels, thereby enhancing the practical relevance and explanatory power of the empirical findings. The contributions of this study are twofold. From a theoretical perspective, it enriches the empirical literature on the relationship between incentive mechanisms and firm growth in agricultural listed companies and extends the applicability of corporate governance theory across different industry contexts. From a practical perspective, it provides targeted recommendations for optimizing incentive system design and improving governance efficiency in agricultural and agro-processing firms, while also offering policy implications for regulators seeking to improve industry governance and promote the high-quality development of the agricultural sector.

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
2.1 Literature Review
Early studies on the relationship between executive compensation incentives and firm growth mainly focused on highly market-oriented industries such as software and services, with relatively limited attention paid to the agricultural and agro-processing industry. With the increasing demand for high-quality development of agricultural enterprises under the rural revitalization strategy, scholars have gradually begun to examine the specific role of compensation incentives in promoting growth within this sector [3]. Existing research indicates that, with the deepening of economic system reforms, mixed-ownership reform has become an effective approach for state-owned agricultural enterprises to stimulate vitality and enhance competitiveness. By integrating state-owned capital with non-state-owned capital and introducing diversified investors, enterprises have continuously optimized their ownership structures, thereby achieving complementary advantages and mutual reinforcement [4].
Empirical evidence suggests that the development of agricultural listed companies in China is still at an early stage, and the effect of equity incentives on corporate financial performance has not yet reached its peak. Equity incentives are positively associated with financial performance at the 5% significance level and play an important role in improving firm performance. Moreover, equity incentives significantly restrain agency costs, indicating that the implementation of equity incentive schemes can reduce agency costs arising from business operations, thereby increasing revenues and enhancing overall performance [5]. Further empirical analysis reveals that the effects of different types of executive equity incentives on corporate innovation performance vary across ownership structures. For state-owned enterprises, restricted stock incentives are more appropriate for executives, whereas for non-state-owned enterprises, both restricted stock and stock option incentives have positive effects on innovation performance [6]. These findings collectively suggest that, given the unique position and development conditions of agricultural listed companies at the current stage, incentive systems exert a significant influence on industry growth at the firm level.
Additional studies find that executives’ monetary compensation has a significantly positive impact on firm growth. Firms are therefore encouraged to enrich compensation packages, optimize executive compensation structures, and adopt a combination of short-term and long-term incentives, with greater emphasis on long-term value creation and future growth potential [7]. Empirical evidence further indicates that the average level of executive overconfidence in China’s agricultural listed companies has steadily increased, accompanied by rising executive compensation levels. Executive overconfidence is found to be significantly positively related to financial performance, implying that higher executive confidence is associated with better firm performance [8]. Other studies show that the implementation of equity incentive plans has generally positive effects on financial performance, non-financial performance, and market outcomes, although their effects on accounts receivable turnover, debt risk, executive retention, and short-term market reactions are either insignificant or, in some cases, negative [9]. Moreover, research has demonstrated a close relationship between management compensation, dividend policy, and firms’ sustainable growth. Within a reasonable compensation range, higher average managerial compensation combined with equity incentives is associated with stronger sustainable growth of listed companies, indicating that compensation incentive mechanisms are conducive to promoting long-term firm growth.

2.2 Board Compensation and Firm Growth
According to agency theory, board members act as representatives of shareholders, with core responsibilities including supervising executive performance and formulating strategic decisions. Compensation incentives serve as a key mechanism to ensure that board members actively fulfill their duties. The agricultural and agro-processing industry is characterized by vulnerability to external conditions and strong cyclical fluctuations, requiring firms to balance short-term profitability with long-term risk resilience in strategic decision-making. In this context, the professional judgment and supervisory effectiveness of board members directly influence firms’ growth trajectories. Reasonable board compensation can motivate directors to conduct in-depth analyses of industry policies and market supply–demand dynamics, thereby facilitating the formulation of growth strategies—such as industrial chain integration and technological innovation—that are aligned with the characteristics of agricultural enterprises.
From the perspective of human capital theory, the specific features of the agricultural industry impose high demands on directors’ industry experience and risk management capabilities. Competitive compensation packages can help attract and retain high-quality board members whose professional expertise enables firms to cope with uncertainties arising from natural risks and policy changes, thus supporting sustained firm growth.
H1: In the agricultural and agro-processing industry, board compensation is positively and significantly associated with firm growth.

2.3 Board Shareholding Ratio and Firm Growth
Board shareholding, as a form of long-term incentive, aligns the interests of directors with those of shareholders by making directors partial owners of the firm. This arrangement is highly compatible with the long investment return cycles and growth patterns that rely on long-term strategic planning in agricultural enterprises. Based on agency theory, an increase in the board shareholding ratio can significantly reduce agency costs and encourage directors to formulate and implement sustainable growth strategies from the perspective of long-term firm value maximization.
In addition, according to resource dependence theory, directors with equity stakes have stronger incentives to leverage their personal networks and industry resources to secure policy support and expand market channels. Such efforts can help alleviate resource constraints faced by agricultural enterprises and further enhance firm growth.
H2: In the agricultural and agro-processing industry, the board shareholding ratio is positively and significantly associated with firm growth.

2.4 Executive Compensation and Firm Growth
Executives are the core executors of corporate strategic decisions, and their behaviors directly affect resource allocation efficiency and market competitiveness in agricultural enterprises. Executive compensation incentives help establish an incentive mechanism that aligns rewards with risks, thereby motivating executives to actively engage in business operations.
From the perspective of human capital theory, high-quality development of agricultural enterprises requires executive teams with strong industry experience and innovative capabilities. Appropriate compensation incentives can attract and retain high-quality executives whose professional competencies enable firms to address challenges such as fluctuations in agricultural product supply and demand and policy adjustments. By optimizing resource allocation and improving operational efficiency, executive compensation incentives can promote sustained firm growth.
H3: In the agricultural and agro-processing industry, executive compensation is positively and significantly associated with firm growth.

2.5 Executive Shareholding Ratio and Firm Growth
Executive shareholding aligns executives’ interests with firms’ long-term value through equity-based incentives, which are particularly suitable for the long-cycle and high-risk growth characteristics of agricultural enterprises. Based on agency theory, executive shareholding can fundamentally mitigate managerial short-termism that may arise from short-term compensation incentives. In the face of cyclical fluctuations and natural risks inherent in the agricultural industry, executives with equity stakes are more likely to focus on cultivating firms’ long-term competitiveness.
According to incentive theory, the residual claims associated with executive shareholding can fully stimulate executives’ initiative, encouraging them to proactively integrate internal and external resources, optimize management processes, and enhance operational efficiency and market expansion capabilities. Consequently, executive shareholding is expected to exert a more persistent and significant positive effect on the growth of agicultural enterprises.
H4: In the agricultural and agro-processing industry, the executive shareholding ratio is positively and significantly associated with firm growth.  

3 RESEARCH DESIGN

This study uses data from China’s A-share listed companies during the period from 2020 to 2024 as the research sample. The sample is screened according to the following criteria. First, firms designated as ST or *ST are excluded to avoid the influence of financial distress and abnormal operating conditions. Second, observations with missing values are removed. Third, extreme values are treated using the winsorise method. After these screening procedures, a total of 374 valid firm-year observations are obtained.
In addition, considering the potential lagged effects of incentive systems, this study further conducts tests for lagged effects. After data processing, 285 valid observations are retained for the one-period lagged analysis. All data are obtained from the China Stock Market & Accounting Research (CSMAR) database.
For the empirical analysis, this study employs quantile regression to examine the effects of incentive systems across firms with different levels of growth. Specifically, regressions are conducted at the 25th, 50th, and 75th percentiles of the dependent variable, representing low-, medium-, and high-growth firms, respectively. The quantile regression results are then compared with those obtained from ordinary least squares (OLS) estimation to provide a robustness check and a more comprehensive understanding of the empirical findings. All empirical analyses are conducted using STATA 15.0.The regression models are specified as follows:
……………..(1)

………………………………………………. ………………………………..….….(2)

3.2 Variable Definitions
3.2.1 Dependent Variable
This paper takes the Sustainable Growth Rate (susgrow) as the dependent variable. The sustainable growth rate measures the long-term growth capacity of listed companies in the agricultural and agro-processing industry without relying on external equity financing, while maintaining existing operating efficiency and financial policies. Compared with simple revenue growth indicators, this measure avoids the influence of short-term policy subsidies and market fluctuations, and better captures the role of incentive systems in promoting firms’ long-term value creation. The sustainable growth rate is calculated as follows:

susgrow=Return on Equity×(1−Dividend Payout Ratio)

3.2.2 Independent Variables
3.2.2.1 Average Board Compensation (boardsalary)
This variable includes all components of board compensation, such as basic salary, performance-based bonuses, and allowances. To eliminate the potential influence of differences in board size on incentive intensity, compensation is measured on a per-capita basis and calculated as the total annual board compensation divided by the total number of board members. Data are obtained from the CSMAR database.

3.2.2.2 Average Executive Compensation (excusalary)
Executives are defined as core managerial personnel, including the general manager, deputy general managers, and the chief financial officer. This variable reflects the incentive intensity associated with day-to-day operational decision-making. It is calculated as the total annual executive compensation divided by the total number of executives. Data are sourced from the CSMAR database.

3.2.2.3 Board Shareholding Ratio (boardstk)
This variable captures the per-capita shareholding ratio of board members, which more accurately reflects the depth of individual equity incentives and avoids distortions caused by a small number of directors holding disproportionately large shareholdings. It is calculated as the total number of shares held by board members divided by the total number of shares outstanding. Data are obtained from the CSMAR database.

3.2.2.4 Executive Shareholding Ratio (excustk)
This variable measures the per-capita shareholding ratio of executives and reflects the extent to which executive teams’ long-term interests are aligned with firm value. It is calculated as the total number of shares held by executives divided by the total number of shares outstanding. Data are obtained from the CSMAR database.

3.2.3 Control Variables：
Following existing literature, this study includes the following control variables:
3.2.3.1 Firm Size (scale): Measured by the natural logarithm of total assets.
3.2.3.2 Leverage Ratio (debt): Calculated as total liabilities divided by total assets.
3.2.3.3 Firm Age (age): Calculated as the number of days between the firm’s establishment date and the end of the sample year, divided by 365.
3.2.3.4 Ownership Type (soe): A dummy variable equal to 1 if the firm is state-owned and 0 otherwise.
3.2.3.5 Revenue Growth Rate (revgrow): Measured as the difference between current-year operating revenue and previous-year operating revenue, divided by previous-year operating revenue.
3.2.3.6 Industry Classification (industry): A dummy variable equal to 1 if the firm operates in agriculture and 0 if it belongs to the agro-processing industry.

4. RESULT AND DISCUSSION 
4.1 Descriptive Statistics
Table 1 reports the descriptive statistics of the main variables used in this study. The sample consists of 374 firm-year observations.

Table 1.	Descriptive Statistics (N = 374)
	Variable
	Mean
	Std. Dev.
	Min
	Max

	susgrow
	-0.007
	0.191
	-1.079
	0.531

	boardsalar
	401472.900
	447366.800
	0.000
	3160000.000

	excusalary
	924611.300
	1022526.000
	128181.800
	7770000.000

	boardstk
	0.010
	0.019
	0.000
	0.078

	excustk
	0.011
	0.025
	0.000
	0.125

	scale
	22.527
	1.298
	20.384
	26.158

	debt
	0.473
	0.222
	0.039
	1.010

	age
	23.241
	5.850
	10.129
	43.027

	revgrow
	0.165
	0.617
	-0.652
	4.752

	soe
	0.362
	0.481
	0.000
	1.000

	industry
	0.293
	0.456
	0.000
	1.000


Note: Variable codes and definitions are reported in the Research Design section.

Based on the descriptive statistics reported in Table 1, substantial variation is observed in the key variables across firms. In particular, the sustainable growth rate exhibits a wide dispersion, indicating significant heterogeneity in firms’ long-term growth capacity. Therefore, the use of quantile regression in this study allows for the provision of differentiated insights into compensation incentive systems for firms operating at different levels of sustainable growth in the agricultural and agro-processing industry.
Prior to conducting the empirical analysis, the appropriateness of the regression model specification is examined. As shown in Table 2, the R-squared values of Model (1) and Model (2) are 0.234 and 0.185, respectively, which fall within an acceptable range in social science research. Moreover, the F-statistics of both models are statistically significant, indicating that the regression models exhibit reasonable explanatory and predictive power. Based on these results, the subsequent regression analysis is conducted.

4.2 Regression Analysis
Using STATA 15.0, this study conducts ordinary least squares (OLS) regression analysis to examine the effects of the independent variables on the sustainable growth rate. The regression results for the sustainable growth rate are reported in Table 2.
Table 2.  OLS Regression Results for Model (1) and Model (2)
	
	Model(1)_(N=374)
	Model(2)_(N=285)

	
	Coef.
	t
	p
	Coef.
	t
	p

	cons_
	-0.490
	-2.43
	0.015**
	-0.454
	-1.720 
	0.087* 

	boardsalary
	0.000
	1.360
	0.175
	0.000 
	0.190 
	0.848 

	excusalary
	0.000
	-0.430
	0.668
	0.000 
	0.550 
	0.582 

	boardstk
	0.886
	0.850
	0.395
	-2.719
	-2.400 
	0.017** 

	excustk
	-0.147
	-0.200
	0.842
	2.050
	2.500 
	0.013** 

	scale
	0.026
	2.860
	0.005***
	0.012 
	1.040 
	0.298 

	debt
	-0.395
	-8.550
	0.000***
	-0.281
	-4.660 
	0.000*** 

	age
	0.002
	1.280
	0.201
	0.002 
	1.090 
	0.277 

	revgrow
	0.047
	3.150
	0.002***
	0.019 
	1.570 
	0.116 

	soe
	0.055
	2.230
	0.026**
	0.030 
	1.040 
	0.301 

	industry
	0.021
	0.970
	0.334
	0.034 
	1.330 
	0.185 

	R_sq. 
	0.234
	0.185

	F Value
	7.32***
	4.08***


Note 1: Variable definitions and codes are provided in the Research Design section.
Note 2: ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.

The regression coefficients and their statistical significance for contemporaneous compensation incentives are reported accordingly. As shown in the results, the average board compensation, average executive compensation, board shareholding ratio, and executive shareholding ratio in the current year do not have a statistically significant effect on the sustainable growth rate.
However, the one-period lagged analysis in Model (2) reveals that the executive shareholding ratio has a significantly positive effect on the sustainable growth rate. This finding is consistent with the results reported in [7], which document a significantly positive relationship between innovation investment and financial performance with a two-year lag among Chinese agricultural listed companies. At the same time, Model (2) also indicates that the board shareholding ratio exhibits a significantly negative effect on the sustainable growth rate in the one-period lagged specification.
Given these mixed effects, this study further employs quantile regression to explore the heterogeneous impacts of incentive mechanisms across firms with different levels of sustainable growth. The corresponding empirical results are reported in Tables 3 and 4.

Table 3. Quantile Regression Results of Model (1) at the 25th, 50th, and 75th Percentiles (N = 374)
	Variable
	25%
	50%
	75%
	OLS

	cons
	-0.686**
（-1.25）
	-0.093
(-0.72)
	-0.012
(-0.08)
	-0.490**
（-2.43）

	boardsalar
	0.000
(0.51)
	0.000
(1.5)
	0.000*
(1.7)
	0.000
（1.36）

	excusalary
	0.000
(-0.33)
	0.000
(-0.73)
	0.000
(-1.02)
	-0.000
（-0.43）

	boardstk
	1.241
(0.86)
	0.374
(0.65)
	0.077
(0.11)
	0.886
（0.85）

	excustk
	-0.129
(-0.13)
	0.016
(0.04)
	-0.038
(-0.08)
	-0.147
（-0.2）

	scale
	0.036***
（2.74）
	0.008
(1.49)
	0.005
(0.79)
	0.026***
（2.86）

	debt
	-0.316**
（-4.38）
	-0.084***
(-2.9)
	-0.008
(-0.23)
	-0.395***
（-8.55）

	age
	0.000
(0.05)
	0.000
(0.36)
	0.000
(-0.14)
	0.002
（1.28）

	revgrow
	0.009
(0.45）
	0.021**
(2.48)
	0.057
(5.75)
	0.047***
(3.15)

	soe
	0.044
(1.26)
	0.025*
(1.76)
	0.031
(1.85)
	0.055**
(2.23)

	industry
	0.002
(0.06)
	-0.006
(-0.52)
	-0.006
(-0.43)
	0.021
(0.97)

	R_sq. 
	0.147
	0.043
	0.064
	0.234


Note 1: Variable definitions and codes are provided in the Research Design section.
Note 2: ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.
Note 3: Coefficient estimates are reported above, with t-statistics shown in parentheses below.

Based on the results reported in Table 3, when firms’ ustainable growth rates are at the low (25th percentile) and median (50th percentile) levels within the industry, the compensation incentives of board members and executives do not have a statistically significant effect on firm growth. However, when firms’ ustainable growth rates reach the high (75th percentile) level, board compensation incentives exhibit a significantly positive relationship with firm growth.
These findings suggest that for firms with relatively lower levels of sustainable growth, board compensation incentives may contribute less to contemporaneous firm growth, potentially due to limitations in board effectiveness or governance quality. In contrast, for firms with higher levels of sustainable growth, where boards are more likely to possess stronger expertise and industry experience, increases in board compensation may play a more pronounced role in supporting firm growth.
The quantile regression results for the one-period lagged sustainable growth rate are presented in Table 4.

Table 4. Quantile Regression Results of Model (2) with One-Period Lag (N = 285)
	Variable
	25%
	50%
	75%
	OLS

	cons
	-0.62*
(-1.95)
	-0.081
(-0.55)
	-0.02
(-0.15)
	-0.454*
(-1.72)

	boardsalar
	0.000
(0.12)
	0.000
(0.29)
	0.000**
(2.27)
	0.000**
(0.19)

	excusalary
	0.000
(0.32)
	0.000
(0.12)
	0.000**
(-2.25)
	0.000**
(0.55)

	boardstk
	-1.477
(-1.09)
	-0.919
(-1.45)
	-1.025*
(-1.73)
	-2.719
(-2.4)

	excustk
	1.389
(1.41)
	0.837*
(1.83)
	0.706
(1.65)
	2.050
(2.5)

	scale
	0.016
(1.17)
	-0.002
(-0.33)
	-0.002
(-0.42)
	0.012
(1.04)

	debt
	-0.263***
(-3.64)
	-0.016
(-0.47)
	0.050
(1.58)
	-0.28***
（-4.66）

	age
	0.002
(1.02)
	0.000
(0.22)
	0.000
(-0.02)
	0.002
(1.09)

	revgrow
	0.011
(0.72)
	0.020***
(0.22)
	0.011*
(1.77)
	0.019
(1.57)

	soe
	0.035
(1.01)
	0.018
(3.02)
	0.018
(1.2)
	0.03
(1.04)

	industry
	0.008
(0.26)
	0.002
(1.11)
	0.008
(0.6)
	0.034
(1.33)

	R_sq.
	0.128
	0.037
	0.049
	0.185


Note 1: Variable definitions and codes are provided in the Research Design section.
Note 2: ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.
Note 3: Coefficient estimates are reported above, with t-statistics shown in parentheses below.

Based on the results reported in Table 4, for firms with relatively low levels of sustainable growth (25th percentile), compensation incentives do not exhibit a statistically significant effect on firm growth. However, the regression coefficient of the leverage ratio is significantly negative, indicating that for smaller or lower-growth firms, reducing leverage is more effective in enhancing firm growth.
The regression coefficient of executive compensation is 0.837, suggesting that increases in executive compensation have a significantly positive effect on firm growth in the subsequent period. This finding is consistent with the evidence reported in [10], which shows that the introduction of externally hired professional managers is an effective approach to alleviating the shortage of managerial talent in rural enterprises. As rural professional managers essentially constitute the core managerial force of agricultural business entities, their contribution to firm performance tends to materialize with a time lag. This lagged effect may be attributed to the fact that externally recruited executives are generally less familiar with firm-specific operations than board members, and their value contribution becomes more evident in the following period.
In contrast, the regression coefficient of the board shareholding ratio is −1.025, indicating that when firms exhibit relatively high levels of sustainable growth, a higher board shareholding ratio is associated with poorer firm growth performance. One possible explanation is that excessively high board ownership may lead directors to place greater emphasis on their own interests rather than the firm's long-term development. Consistent with this interpretation, [11] finds that when the board shareholding ratio is below 5%, firm value is positively related to directors’  ownership, whereas changes in ownership at different growth levels may alter the balance between the “alignment” effect and the “entrenchment” effect. According to China’s Company Law, the individual shareholding ratio of directors shall not exceed 5%. Based on the above findings, within this regulatory threshold, increases in board shareholding should, in principle, be associated with improvements in firm performance.
Quantile regression analysis not only reveals the heterogeneous effects of incentive mechanisms among firms at different growth levels, but also highlights the dynamic characteristics of their impacts as firms move through different growth stages. Meanwhile, tests for lagged effects further indicate that the incentive effects in agricultural enterprises exhibit a certain degree of "delay", and both the incentive subjects and firms' growth stages jointly shape the intensity and direction of incentive effects. These findings provide empirical evidence for agricultural enterprises to implement differentiated and dynamic incentive design.
 
5. CONCLUSIONS AND RECOMMENDATIONS
5.1 Conclusions
Incentive systems for board members and executives play an important role in shaping firm growth. Using a sample of A-share listed companies in China’s agricultural and agro-processing industry from 2020 to 2024, this study examines the effects of board and executive incentive mechanisms on firm growth and draws the following conclusions.
The contemporaneous analysis indicates that neither compensation incentives nor equity incentives have a statistically significant effect on the sustainable growth rate of listed companies in the agricultural and agro-processing industry. In contrast, firm size, revenue growth rate, and state ownership significantly promote firm growth, while leverage exerts a significantly negative effect. The one-period lagged results further reveal that compensation incentives remain insignificant, whereas equity incentives exhibit differentiated effects. Specifically, the executive shareholding ratio significantly enhances firm growth in the subsequent period, while the board shareholding ratio significantly reduces firm growth. These findings suggest that long-term interest alignment for executives is conducive to firms’ subsequent development, whereas excessively high board ownership may give rise to potential entrenchment effects.
The quantile regression analysis provides additional insights by revealing heterogeneity across firms with different growth levels. For high-growth firms, board compensation incentives play a more prominent role in promoting firm growth. In contrast, for low-growth firms, optimizing capital structure—particularly by reducing leverage—appears to be a more effective approach to improving growth conditions. Overall, the impact of incentive systems on firm growth varies across time horizons and incentive subjects, indicating that differentiated incentive strategies should be designed in accordance with firms’ growth stages and ownership characteristics.
5.2 Recommendations
5.2.1 Strengthening the Orientation toward Long-Term Incentives
Given the long investment return cycles and slow capital recovery characteristic of agricultural enterprises, greater emphasis should be placed on long-term incentive instruments such as equity incentives and restricted stock. In light of the negative relationship observed between board shareholding and firm growth, the shareholding ratio of board members should be reasonably controlled to prevent excessive ownership concentration and potential entrenchment effects. Alternative incentive mechanisms—such as virtual equity or dividend rights—may be adopted to balance incentive provision and governance constraints without relying solely on direct shareholding.
5.2.2 Implementing Differentiated Incentive Schemes Aligned with Firm Heterogeneity
Incentive designs should be tailored to firms’ growth conditions. High-growth firms may moderately increase board compensation incentives to strengthen strategic guidance and governance effectiveness. In contrast, low-growth firms should prioritize reducing leverage and optimizing capital structure before gradually enhancing incentive intensity. For mixed-ownership enterprises, the advantages of diversified ownership structures should be fully utilized to improve incentive flexibility and governance efficiency.
5.2.3 Actively Responding to Policy Initiatives and Improving the Incentive Environment
Agricultural enterprises should actively align with rural revitalization policies and seek policy support such as tax incentives for equity-based compensation and subsidies for talent introduction. Leveraging opportunities arising from mixed-ownership reform, firms may introduce diversified investors and further optimize ownership structures to enhance the effectiveness and flexibility of incentive mechanisms. Such efforts can help motivate core management teams while simultaneously promoting coordinated development across upstream and downstream segments of the agricultural industry chain.
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