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Research on the Incentive Effect of “Government-Imposed Pay Curbs”

to Pay Gap in Listed State-Owned Enterprises
Pan Min (Wuhan University)
Liu Xixi (Wuhan University)

Abstract ; Using an unbalanced panel data of A-share listed companies in Shanghai and Shenzhen Stock Exchange from 2007
to 2012, this paper examines the incentive effects of pay gap between executives and employees in listed state-owned
enterprises and the impacts of “Government-imposed pay curbs” on the incentive effects. The results show that there is an
inverted U-shaped relationship between pay gap and the performance in listed state-owned enterprises. When the pay gap is
less,enlarging of pay gap will stimulate the executives and the employees to work harder and improve performance, but the
incentive effect of pay gap decreases as the pay gap becomes larger. “Government-imposed pay curbs” has no significant
influence on the incentive effects of pay gap. Furthermore, pay gap is not significantly related to performance in the state-
owned monopoly enterprises and “Government-imposed pay curbs” has no influence on the incentive effect of pay gap in
these monopoly enterprises.

Key words: Government-imposed pay curbs; pay gap; incentive effect
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