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Abstract

In order to conduct a detailed study on the relationship between internal salary gap and innovation
in enterprises, this article introduces human capital theory, tournament theory, equity theory, and
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social comparison theory to analyze the impact of internal salary gap on innovation. Through the
analysis of agency theory, risk aversion hypothesis, and promotion culture and market mechanisms
under different property rights systems, two major hypotheses have been derived in this article. Re-
search has found that traditional principal-agent relationships inevitably lead to agency conflicts.
Therefore, shareholders will use compensation design to alleviate agency conflicts between the two
parties. By increasing the internal salary gap within the enterprise, it can motivate management to
improve their work enthusiasm, actively invest in innovative projects, and thus enhance the level of
enterprise innovation. After incorporating tournament theory, equity theory, and social comparison
theory, the research conclusion still holds true. In addition, compared to state-owned enterprises,
the impact of internal salary differences on innovation is more significant in non-state-owned enter-
prises. The discovery of two major conclusions provides new insights and reflections for the country
to achieve high-quality development, build an innovative country, and better balance salary restriction
policies in state-owned enterprises.
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Table 1. Description and definition of various variables
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Table 2. Descriptive statistics of various variables
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65 N Min Max Mean P50 SD
R&D 16,088 0.000 78.130 1.440 1.740 1.540
MEP 16,088 1.990 26.480 7.620 5.590 0.690
Size 16,088 18.900 26.870 22320 22.140 1.310
Leverage 16,088 0.050 1.140 0.420 0.410 0.210
Roa 16,088 -0.380 0.260 0.040 0.040 0.080
Growth 16,088 -0.690 3.430 0.170 0.100 0.460
Inp 16,088 0.270 0.570 0.380 0.360 0.050
Board 16,088 1.610 2.710 2.110 2.200 0.200
Dual 16,088 0.000 1.000 0.310 0.000 0.460
Property 16,088 0.000 1.000 0.310 0.000 0.460
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Table 3. List of correlation coefficients of each variable
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R&D MEP Size  Leverage  Roa Growth Inp Board Dual  Property

R&D 1

MEP 0.357"""

Size 0.287°**  0.396"" 1
Leverage  0.064™ 0.096™* 0.487""" 1

Roa 0.580™** 0.208™" —0.013"* -0.391"" 1

Growth 0.312***  0.092** 0.061™"  0.007  0.339"" 1

Inp -0.016" 0.018" -0.057"" —-0.014" -0.020"**  0.005 1

Board 0.080™" 0.086™* 0257 0.121"™"  0.005 -0.007 —0.653""" 1

Dual 0.012*  0.011" —0.186™" —0.113"" 0.035"* 0.042"" 0.124™" —0.191"" 1

Property 0.047*  0.008  0.346™" 0.238"™ -0.113"" —0.081"" —0.081"*"

0.262™* —0.300™"" 1

T LT O RIE 1% 5% 10%HIKF R E
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Table 4. Internal salary gap and innovation within enterprises

= 4. R EREHEMZ RE S 6

AR W FeAL B : R&D
0.810™" 0.346™*
MEP
(24.54) (12.63)
0.217"
Size
(11.03)
1.185™*
Leverage
(13.47)
9.244™*
Roa
(45.49)
0.260""
Growth
(10.33)
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0.453
Inp
(1.28)
-0.087
Board
(—0.81)
0.124"
Dual
4.01)
0.039
Property
0.97)
—-10.704"" —9.705™"
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(—22.74) (—17.26)
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Year il il
N 16,088 16,088
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PO s — BN EE — A EA S IEEE ok, F 8 TE 1173 HEsTHE 4, X&WH, EEEA
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Table 5. Regression analysis results of internal salary gap within enterprises, ownership structure, and R&D innovation

5. el AEBEHEMER . MRS AL HBEADIER

R&D
A
FEA Ak AEE A 1k
0.357* 0.355™*
MEP
(1.97) (11.73)
0.306™" 0.147°*
Size
(9.48) (6.21)
1.584"" i
Leverage
(9.05) (11.77)
11.855™* 8.622™"
Roa
(21.34) (42.80)
0.196™" 0.304™*
Growth
(4.09) (10.28)
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gk
Inp -0.604 0.606
(-1.05) (1.45)
Board -0.219 -0.037
(-1.23) (~0.29)
-0.101 0.137""
Dual (-1.55) (4.01)
-11.223" —8.424™"
Cons (-11.82) (~11.89)
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Year el )
N 7078 9010
R? 0.474 0.401
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Table 6. Regression reanalysis results of internal salary gap within enterprises, ownership structure, and R&D innovation
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Table 7. Regression analysis results of internal salary gaps within enterprises and enterprise innovation (replacing the innova-
tion variable with the number of patent applications)
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