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Firm Performance, Governance Structure and Top-management

Compensation; an Empirical Study of Listed Firms in China
LAI Pu-qing
(School of Public Administration , Zhejiang University , Hangzhou 310027 , China)

Abstract: The paper focuses on the impacts of the incentive mechanism and governance structure on the top-
management compensation in Chinese listed firms. The empirical results indicate that the top-management compen-
sation has a positive correlation to accounting performance but not to stock market performance. Accounting per-
formance places a more important role in pay-performance incentive mechanism than stock performance. The listed
firms’ corporate governance structure has significant impacts on top-management compensation and the pay-perform-
ance mechanism is complemented by the ownership structure. We also find that the effectiveness of governance
structures in Chinese listed firms is only partially supported by current empirical evidences.

Key words: top-management compensation; firm performance; governance structure
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