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External Unfairness of Managerial Compensation and Corporate Risk Taking

HU Han-yu, LUO Liang-bin

(College of Finance and Economics, Jimei University, Xiamen 361021, China)

Abstract; Executives’ perception of pay fairness influences the capital operation and financial management decision. Based on

Chinese listed companies’ data from 2010 to 2016, the paper analyzes the influence of external unfairness of managerial compensa-

tion on corporate risk taking. It is found that the external unfairness of managerial compensation can increase the level of risk-tak-

ing, and this effect is more significant in state-owned enterprises than non-state-owned enterprises. As the prospect of enterprise

gets worse, the positive relationship between external unfairness of managerial compensation and risk-taking gets stronger, and this

effect is more significant in state-owned enterprises than non-state-owned enterprises. This paper shows the relationship between ex-

ternal unfairness of managerial compensation and the decision-making of enterprises in financial management, which is beneficial for

the reform of the property right system, the optimization of the executive compensation system and the prevention of enterprise risk.

Key words: external unfairness of managerial compensation; risk taking; property rights
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