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ABSTRACT

All the while, stock option is considered by
experts of corporate governance as the effective in-
centive scheme to solve principal — agent prob-
lems. This incentive mechanism harmonizes the
contradiction between managers and shareholders
through sharing residual claim, and impels both to
seek the identical benefit, then promotes the man-
agers to create the outstanding performance, to
meet the objective of maximizing the shareholders’
value.

In 1999, “The decision about some important
issues of state — owned enterprises (SOEs) reform
and development ” affirmed the distribution
method of trying to practice “stock option plan”,
after that, many enterprises, especially listed
companies, have developed stock option incentive
mechanism and put them to  practice
actively. Nowadays, more and more enterprises in

our country try to distribute stock option to man-
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agers and key technicians. According to the information from the inves-
tigation system of Chinese enterprisers “2003 - The investigation report
for Chinese managers growing up and development ”, until
Sept.2002, 3.7% of all inquisitional enterprises (3539) have already
adopted the awards form of “stock option” .According to the report in
the Chinese Security Daily of March.20, 2002, by the end of 2001,
there are 86 listed companies which quoted in stock market “A” adopt-
ed stock option plan to promote their managers and employees, which
taking 7.57% of all listed companies in Shanghai and Shenzhen stock
markets.

The appearance of new incentive methods, such as stock option,
changed the single award system used for a long times in our enterpris-
es, and it made the benefit relations between managers, employees
and enterprises closer. It also cut down the cost of principal — agent. It
can be expected that, along with more and more enterprises making
the newly incentive mechanisms as the main point of perfecting corpo-
rate governance and improving their competition strength, we can ex-
pect that there will be a large number of enterprises to startup this kind
of work substantiality, or adopt the stock option system in the near
future.

In other words, we also recognize that stock option system,
which is the strategic system construction related to the development
quality of corporations, is evolved by a special macroscopic back-
ground: (1) the documents of government agencies and the speeches
of our major leaders mentioned that it can make experiments “stock
—based compensation and stock option” in the entities of meeting

some sufficient conditions.But for the reasons known to all, up to the



