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ABSTRACT 1

ABSTRACT

In the United States, firms are using employee stock options
more frequently and in sharply large quantities than just a decade
ago. This trend is particular significant for high tech companies,
such as Microsoft and Ebay. This great change can amalgamate
employee’s benefit with company’s interest and reduce company’s
principal-agent cost remarkably. While in China, for the limitation
of law system, employee stock options are scarcely used by the listed
companies. As China has entered into WTO, China’s listed compa-
nies will face more rigorous competition from inland and abroad. It’s
urgent and very necessary for China to loosen policy restriction and
allow the listed companies using employee stock options and other
stock-based employee compensation plans to motivate and detain
their employees, especially senior managers and key technicians.

This report attempts to design a completed system of stock op-
tions for China’s listed companies. The paper includes the following
contents:

In the first place, it introduces the development of employee
stock options in major countries around the world;

Then, it analyses the important problems that will encounter
when china permits listed companies implementing employee stock
options program;

Thirdly, it discusses how to legislate on China’s stock options,

for instance, how to determine option recipients and the size of stock
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option grants, how to determine the vesting schedule, how to regu-
late the listed companies during the implementation of employee
stock options programs, and how to design information disclosure
rules and accounting standards for stock options, etc. .

Fourthly, it introduces other important stock-based incentive
plan, such as Saving-Stock Participation Plan, Stock Ownership
Plan, Restricted Stock Plan, Phantom Stock Plan, Stock Apprecia-

tion Rights, Deferred Compensation Plan and so on.
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