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Antitrust, Competition Intensity and Executive Incentives
WANG Yanchao, ZHAO Tingting ( Central University of Finance and Economics, 100081 )
JT Yu (Beihang University, 100191)
Abstract: The implementation of the Anti-Monopoly Law, as a pro-competition policy to correct the market
order, has an important impact on the effectiveness of executive compensation incentives. This paper uses the
difference-in-differences method to examine the impact of the law on the executive pay-performance sensitivity.
The results show that since the Anti-Monopoly Law was put into effect, the executive pay-performance
sensitivity for monopoly companies has increased significantly than that in non-monopoly companies. Further
study shows that the law has affected the executive pay-performance sensitivity through market power and
earnings management. Moreover, the impact on the executive pay-performance sensitivity exists in non-state-
owned enterprises, firms with a higher institutional shareholding ratio and firms in industries with a higher entry
threshold. The Anti-Monopoly Law has also changed the executive compensation of monopoly enterprises.
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