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CEO power, ownership structure and pay performance in Chinese banking
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5. Conclusion

This study examines the determinants of executive compensation in Chinese banking during
2005-2012. Particularly, it investigates the pay practice in Chinese banking based on agency the-
ory, managerial power theory and corporate governance theory. According to agency theory, it is
expected that executive compensation depends, at least in part, on changes in firm performance;
therefore, a positive relationship between management compensation and firm performance is in line
with shareholders’ interest. Unfortunately, the results show that there is no significant relationship
between bank performance (measured by either ROA or RET) and executive compensation in Chinese
banking. This suggests that the agency-based pay incentive does not hold in Chinese banking. The
results imply that a principal-agent perspective may have limited application in emerging markets,
because there is more potential for CEO self-enrichment or “skimming” than there is conflict between
shareholders (principals) and managers (agents) in Chinese banking.
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