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The Effect of Management Incentive of Chinese

State-Owned Enterprises: Evolution and Prospect
ZHANG Zheng-tang, CAO Wei-hang
(School of Business, Nanjing University , Nanjing, Jiangsu,210093 , China)
Abstract: The reform of China’s state-owned enterprises ( SOEs ) have promoted the development of corporate governance
structure of SOEs. As an important part of corporate governance structure, the incentive mechanism of managers has also
made great progress in this process. The practice of management incentive of SOEs has attracted the attention of scholars,
who have carried out a lot of research about this topic,and explored the incentive effect of managers of SOEs.

Since the reform of SOEs is carried out by the administrative power of the government, the related policies of the
government have a significant impact on the direction and path of the reform of SOEs. Besides, the reform of SOEs is
dynamic, which means that SOEs have different tasks and emphases at different phases. The government will formulate
policies for each stage to solve crucial issues. Therefore, the change of policy will promote the evolution of management
incentive both in practice and theory.

The purpose of this paper is to have a comprehensive view in this field. In order to do that,this paper uses qualitative
literature analysis method and quantitative bibliometrics method to explore the overall situation of the effect of management
incentive of SOEs. On this basis, this paper points out existing problems in this field and puts forward suggestions for future
research.

This paper summarizes the evolution of this field from five aspects, including incentive factors, results of incentives,
policy contexts,research methods and theoretical perspectives. Firstly, the incentive factors for managers are changing from
political incentive such as political turnover and perk to market-oriented factors like compensation and equity incentive.
Secondly , the incentive results change from financial and social performance to the quality of governance and development of
enterprises. Thirdly, as for related policy contexts, scholars initially focus on the internal governance of enterprises and the
assessment mechanism of the government,and then become interested in the external market mechanism. Fourthly, scholars
use a variety of research methods, initially relying mainly on theoretical analysis and economic model derivation, and later
changing to empirical research. Fifthly, the theoretical perspective in this field has changed from the corporate governance
theory to the co-existence of multiple theories in economics.

This paper also points out the limitations of this field. First of all, there is a lack of basic research on management
incentive factors. These factors may not satisfy needs and stimulate motivations of managers. The limitation on the
measurement of factors can interfere with the understanding of incentive effect of these factors. Next, the research on the
process mechanism is weak, which has neglected managers’ psychological and behavioral mechanisms. What’s more, the
research in this field overly depend on secondary data and the superficial relationships between variables. Finally, scholars
has overpaid much attention on top management and overlooked lower-to-middle managers. These limitations influence the
development of this field adversely.

Then, this paper puts forward suggestions for future research from four aspects. Firstly,researchers should focus on the
specific needs and motivations of managers. Secondly, researchers should pay more attention on the stratified and classified
incentive combinations. Thirdly,scholars should explore the role of psychological and behavioral mechanisms in management
incentive effect. Fourthly, researchers should use different methods to solve problems in this field.
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