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Research on Managers’ Incentive Mechanism Based on Value Creation and Dynamic Basis Compensation

SUN Shi-min. WANG Ang. JIA Jian-feng
(School of Business Administration, Northeastern University, Shenyang 110004, China)

Abstract: Nowadays, research on managers’ incentive mechanism usually takes net profit as performance

standard, applies the system of fixed basis compensation and mostly confines to salary incentive. This pa-

per regards value creation as performance standard, integrates salary and non-salary incentive into manag-

’

ers’ incentive model with dynamic basis compensation system and has three conclusions beyond principle-a-

gent model: firstly, the system of dynamic basis compensation may increase manager’s effort level; Sec-

ondly, the means of salary and non-salary incentive’s combination should be adopted in manager’s incen-

tive and the flexible assembled proportion of salary and non-salary incentive should be designed by non-sal-

ary incentive sensitivity; Thirdly, managers in monopoly industries make less effort than ones in competi-

tive industries, so it is necessary to introduce competitive mechanism.

Key words: managers; incentive mechanism; value creation; dynamic basis compensation



