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Table 1 Definition of Variables
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A i 2 W B AL PR 25 B T Rh 24 4 B TR
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Table 2 Results of Descriptive Statistics of Full Sample

AR FrA B E REZE BR/ME PO RKE
Subsidy 7 999 15. 080 4,150 0 15.979 20. 235
Gap 7 999 7.347 6. 177 0.280 5.611 41.074
Gapl 7 999 0. 804 0.392 0 0.757 1. 641
Gap2 7 999 6.543 6.149  -0.398 4,797 39. 895
Roa 7 999 3.494 5.067 -17.478 3. 146 19. 954
Size 7 999 21. 875 1.267 19.213 21.714 25. 810
Lev 7 999 0. 451 0.221 0.032 0. 457 0. 906
Managerown 7 999 7. 669 7.356 0 8. 739 19. 282
Centralized 7 999 36. 208 15.515 8.517 34. 359 75.779
Soe 7 999 0.462 0.499 0 0 |
R DAEFHERERITHTER
Table 3 Results of Descriptive Statistics of Sub-samples
_— B A el (FEAHCH 3 694) RER (AN 4 305) AR vs RESE
Sof<| ez PO {E Rz PO HlEER t i
Subsidy 15. 551 3.978 16. 321 14. 676 4. 251 15.747 0.875°"* 9. 446
Gap 7.054 6. 357 5.143 7.599 6. 008 5.988  -0.546""" -3.944
Gapl 0.822 0. 385 0. 767 0.787 0. 396 0. 745 0.035""" 4,002
Gap2 6.231 6.331 4,358 6. 811 5.977 5174 -0.580"" -4.212
Roa 3.113 5.032 2.718 3.820 5.074 3.533~ -0.707**" -6.235
Size 22.399 1.323 22.189 21.425 1.022 21.314 0.974*** 37.034
Lev 0.518 0.203 0.534 0.394 0.221 0.379 0.123"""  25.870
Managerown 5.203 5917 0 9. 785 7.798 13.359 -4.582*" -29.22]
Centralized 39.632  15.637 39.226 33.269 14.792 30.340 6.363 " 18. 683
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HEFMRTFRES W, BT 6 FEH R E k8T
BELAWRES" MILRN, B L EES Y
BRI A HWEEAD TR EEE LS,
Capl WY MHBEEHE TREL L, EHEMNAMGT N
BN .

HAM W ES SRS T4 R UERF

PR AL P RALZR, BA 4l Size Lev,
Centralized 1 ¥ A B ¥ & T R B & Mk, Roa M
Managerown FI ¥ EHH B ER TR E S,
4.2 EXRESW
EWMEMAEEETEHFTHRRE SN, %
RUFA, HRATH, Subsidy 5§ Cap Z B FE £ BFEW
EHXXR, ZHHFHPTEIGESTERT
2 (8] B 37 I 25 BE 7= A — 72 R 3 B 5Y 1 . Gap2 5 Roa
FIEAH%, 1 Gapl 5 Roa & & BL H 43T T 1 #H 36 4%,
T 8 W H gy b — A M PA R B
4.3 DRSERAH
FSgy i (3) ol 5 45 57, B 2 AL
REESIMEESVHAFEAR. ERSTH, £
FE A b 7E 4 ] fth 2R Bt 1E LT, Subsidy, , 5 Gap,,
Z B FFAEIE ML L R, H, B B IR iE .
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Table 4 Correlations Coefficient of Variables

Subsidy Gap Gapl Gap2 Roa Size Lev  Managerown Centralized Soe
Subsidy 1 0.112°*  0.562°"* 0.077°"" -0.003 0.300"" 0.034*" 0.159**" 0.071"°" 0.105"""
Gap 0.154°"" 1 0.071°*"  0.998™°" 0.175°"" 0.2327°" 0.041""" 0.109™"" -0.058""" -0.044"""
Gapl 0.392*** 0.092°" 1 0. 008 0. 002 0.146°"" - 0.009 0.104"*"  0.051°"" 0.045""
Gap2 0.1117"" 0.992°* -0.016 1 0.1767*"  0.224"°° 0.041°*  0.103°"" -0.061""" - 0.047 "
Roa -0.074""" 0.215°"" 0.003 0.216°"" 1 0.002 -0361"" 0.127""" 0.101""" -0.070"""
Size 0.473*** 0.190°*  0.135""" 0.176"°" 0.034°" 1 0.475"*" -0.102"""  0.287°"" 0.383*""
Lev 0.163°"" -0.017 0.006 -0.018 -0.401"" 0.501°"" 1 -0.268"""  0.052°" 0.278"""
Managerown 0.075°°* 0.158°""  0.072°"" 0.148°"" 0.174°"" -0.133""" -0.282""" 1 -0.189"" -0.311"""
Centralized  0.089°"* -0.052°""  0.054°"* -0.059°"" 0.091°"" 0.254*"° 0.050°*" -0.175""" 1 0.204*"*
Soe 0.168""* -0.091°**  0.053""" -0.096""" -0.092""" 0.376""" 0.280""" -0.335""" 0.207""" 1

E A A E A T A4 A Spearman 40 X R M, M A & A& L F 048 A PearsonAd £ B 4,

®5 QO)ANDEER

Table 5 Regression Results of Model (3)

WRERALR ! Gap,,
(e A il REM
-28.930""" -25.565""" -35.447°""
1]
Lk (-20.939) (-13.463) (-16.515)
Sudlsi, 0. 046 0. 056 0.019
' (2.597) (2.127) (0.798)
0.177*** 0.222* 0.124"""
le t
’ (12.313) (10. 101) (6.601)
. 1.678°"" 1.536"** 1.932°*"
Size, ,
' (23.965) (16.249) (17.893)
T 0. 032 - 0.402 0. 001
(0.082)  (-0.657) (0.002)
0.052%* 0.092** 0.030*"
Managerown, ,
" (5.255) (5.415) (2.452)
Centralized,, ~ G =00 =~
" (-10.862) (-12.008) (-2.193)
Soe, -1.134°
’ (-7.689)
Industry il ] Fifl
Year £y il il Ak
R R 0.163 0.203 0.153
PUBIIEE S S 7 999 3 694 4 305

ETUTAESRAT LR S AREHE, TR,

A £k 1) Subsidy, , 5 Gap,, W BIH R HCH IE , 7

5%K¥ & B3 ; BRE & W K Subsidy,, 5 Gap; , Z [A] &
BEMX. EPE. B TEHACLS RE &L KH
Tk 2= A [, B A A ol 3 P R ] R R T R SR

MBS L, B EE M TR "R
W, GE AR R B B E S Al ol B A A G I I A
KOMFANB BB A, B, BA &84
BRFAEZRFTHEW, THEAHBHEFMREHEE
MR, SHEN, BAMNFAERGCERE
HIZEH " R E T R EREZESH A
HAEHEMO N - R52 B NE HEE
TREEFHER (BT B)) AASRBEE LR,
RN ERBEHFHOES., HEKZT REL
b B T I RS T AR B, B N R T R
B, L O R BUR A BI WA S E
BRI 2. Hik, EH 4K 0BT B E
EMARESETER CZEAFMERE, 1, G2 %
Ik

hy it — 45 53 4 B R A ) 3@ A R b B X % T
2 BRSO RO A I W £ B R R, AR L
B T 22 BE 0 8 8 B BE 2 N R A B AP 4 A9 AL HE
7 I 22 B 0 5 bR O b BY R WA JE RO B R BE . 3R6
B (XM EBEER BRI EHEFRURBEE &
WHRERLADSFHAE, BROTH, AP,
TEEH M RAENEIT , Capl,, 5 Roa, ., Z [F]
FEGHEXR, FAEIRKFEEF HE3E
ik o
BB RNERs VAR ALMREE
NP THASHNETERE, RABA S L
Gapl;, S Roa;,, Z B FEAMKKR, FES% KF
ERE; RE LK Copl,, 5 Roa, ., ZH A T FHH
X, AEMEEE MEEA L EEENN KK
B, %7 B 22 BR S 2 /9 & bt fF BB 3 1T BUAE iy M IR
TEHENRAGIEN, R THEELS HEER
BTHFFEOBEN CRTEEEREESERY
BHAEANS, M EREMBBERENS. B
I, B A 7R A R4 T 3 P 2 B 3 R kR B



2

PR FRAE PR R B R AN 5 W 22 BE SR U - T U A BB A4 113

®/6 (DANE@ASR

Table 6 Regression Results of Model (4)
HMETE . Roa; .,
EE N EA il B
-4,607""" -4.428""" -5,435*""
fag el
(-4.473) (-3.254) (-3.251)
Gapl,, -0.382 - 0.640 -0.219
(-1.727) (- 1.964) (-0.717)
Cap2,, 0. 040 0.043 0.032
(4.968) (3.813) (2.790)
0.569**" 0. 631" 0.519**"
Roa
(54.958) (41,098) (36. 868)
. 0.274** 0.255* 0.311°""
Size, ,
’ (5.321) (3.807) (3.769)
Lew -3.410""" -2,955"*" -3.619"""
™ (-12.207) (-7.008) (-9.489)
0.028**" 0.018 0.030°**
Managerown, ,
" (3.959) (1.490) (3.308)
i, 0.016 0.012 0. 020
T (4.969) (2.526) (4.399)
Soe,. -0.195
’ (- 1.845)
Industry il il JaE il
Year il Bl i
VEi R 0.422 0.468 0.381
pURIEE S 7 999 3 694 4 305
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Table 7 Regression Results of Model (5)
ﬁﬁﬁ%ﬁ ROG;‘,H]
Gov, Gov, Gov, Gov,
" = DR - 1.683 =3 BT =, 117
3B ( -3.257) (=0.757) (-2.030) (-3.016)
=1.127*** —4.909**" —0.794** -0.916"**
Gapl,,
(-2.731) ( - 2.864) (—1.988) (-2.617)
Capl,. < GOk, 0.703"° 4,305 0.616"° 0. 804"
' (1.916) (2.539) (1.751) (2.283)
0.049*** 0. 159 0.040"" 0.048 """
Gap2;,
' (2.809) (1.628) (1.967) (3.704)
Gap2, , - Gon,, -0.010 -0.117 0.011 -0.022
' ’ (-0.463) (-1.191) (0.472) (-0.938)
Co - 0. 266 -2.631 -0.888""" -0.612"°
Fi
(-0.711) (-1.515) (-2.587) (-1.780)
Roa. 0. 630*"* 0.632°"" 0.625""" 0. 631"**
e (41.031) (41.154) (40, 680) (41.163)
Size 0. 277 0.249""" 0,225 0.252°**
i (4.052) (3.715) (3.347) (3.768)
Fibi -2.953"" -2.916""" -3.011°"" -2.941""
i (-=7.004) (-6.917) (-7.113) (-6.982)
0.017 0.018 0.017 0.017
Managerown, ,
’ (1.402) (1.516) (1.422) (1.434)
; 0.011°" 0.012* 0.012** 0.011°"
Centralized. ,
’ (2.386) (2.500) (2.596) (2.385)
Year L] =i i £
Industry el s il £ il £l
s R 0.469 0. 469 0.471 0.469
PURIE=2 N 3 694 3 694 3 694 3 694
6 BRiEER ME EEHEBEN NG AFTMEENFFRESR,

R DA b 9 R b, Ak BF 5T 3 B O o
MR AR I, (DB 4 % 55 2 55 5 AL A X B
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Ak S48 AR B Sk ST 46 45, LG 2 QfE I & £ ol ol
G5, W AR R O BB R B, LR
177 ¥ 7 0 2 B Gapl,, B9 /MK RE 2K 43 9 B R Y
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Gap,,*D, MIEHRY. EHHRTHMEE. . b
BKEFARREREEFEFEE, ERGBKRA
A L EY v T SRy
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VAR DL AR X A i ol AR A 4 38 A 2 B 9 0 T 38 Rl 2
REREEMAEEER EFLME-/D M ER



116 B BB (Journal of Management Science)

2017 4£3 A

o E EFSBOREEE SN EE
7 T 38Rl SO AR 55 . @ LA BN T B R AR R A9 51 B AL
il ) 55 A kB T 2% BE ) £ T VR S 0, BOR T
R FRE R R, By e e T 2% Y S TR D R R 55
7.2 BERRWY

OF #1247 8917 7 68 £ Al B 37 B R 20 f 3 =
R BHEEB B — R IR B R E A
DA 45 Wl 48 % 98 AR i A AL, B R A 3 LA
B RIS e ” SR ¥ — 2 55 BB R
BIHEZE (BB ) A SE B E, A &S
FMRUELAEY N SHFEMRIONBREN. B
M, B A o A ST AR I 5l 5 HE R B N R K
ARl —E5F N REILRO SR FHERELS
ERVEE 5, 5 R A B R BE
EFRMABARE, ATTRFHFMWSEE REREZ
OB REAN S 7 B B A9 ol 4% B0 A S0 P, 38 O BT 32
AMBEBR. QEEHENNWIERT, A%
3 B 22 B 7 A 0 T 38R AR, R R A ol R OR B, M
LAEE 3 2 O AR B 9 ER AL ) BB A A 82 R L A
N EBEROEFMEENRFMZ N Hit, #2304
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R E MR T E (S s R E) ,ER
7 3 B B 3 & P 0 AT BE A7 AR B9 A AR R AR B 3
il , 45 E MR R S5 e @4 FIA BHL W 80 & LA
KR P AW MR, B & 8 I = 4k 5
SEREW T TmE, ARFRENERETUERSR
AR32 B9 PR AL 0 LA R 3900 AR 3% 9 b 38 4L 3
B Y BB 22 B 5| R A9 S T 3% e A A9 96 BRAE A,
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Nature of Property Rights, Managerial Power and Incentive Effects
of Pay Gap:Intermediary Role of Government Subsidy

TONG Aigin, CHEN Wei
School of Economics and Management, Tongji University, Shanghai 200092, China

Abstract; The incentive effect of pay gap has always been the focus of theoretical and empirical research. Tournament theory and
behavior theory both neglect the influence of managerial power, and thus have limited explanatory power to the incentive effect of
pay gap. Therefore, the managerial power approach is introduced into the research framework. This paper examines the specific
process and economic consequences of managerial power on the pay gap, using the government subsidy as the intermediary varia-
ble. Moreover, this paper also tests the governance role of the internal and external mechanisms of a company. In particular,
taking the special institutional environment of China into consideration, the reform of state-owned enterprises leads to the continu-
ous promotion and expansion of managerial power, so the comparative study is conducted on the basis of property rights.

Taking the 7 999 observations of Shanghai and Shenzhen A-share listed companies spanning from 2010 to 2014 as the sample
data, using SAS 9.2 software and multiple regression method, the empirical study shows that under the influence of managerial
power, the government subsidy enlarges the pay gap between executives and employees. Compared to private enterprises, the pay
gap is enlarged to a greater extent in state-owned enterprises when obtained government subsidy. Furthermore, after decomposing
the pay gap into the powerful pay gap generated by government subsidy and the pay gap without the influence of government subsi-
dy, it is found that the powerful pay gap exerts a negative incentive effect on the employees and reduces the future performance of
the enterprise. In the state-owned enterprises, the negative incentive effect of the powerful pay gap is stronger. In contrast, the
pay gap without the influence of government subsidy can play a positive incentive effect and improve the future performance of the
enterprise, and this effect does not change due to the different property rights of the enterprises.

In-depth study also finds that internal and external mechanisms represented by board of directors and government interven-
tion can play an effective governance role. A small board size and high proportion of independent directors can weaken the nega-
tive incentive effect of the powerful pay gap generated by government subsidy. Frequent board meetings and high government in-
tervention can play the same governance role.

The research results not only provide theoretical supplement for the research of incentive effect of pay gap, but also provide
theoretical basis and guidance for listed companies to formulate better compensation contract and perfect governance mechanism.

Keywords: nature of property rights; managerial power;government subsidy; pay gap;board governance ; government intervention
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