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A Mode of Sepwise Gradual Institutional Changes
—A Rediscuss of Local Governments Functions in Institutional Changes of China

Yang Ruilong & Yang Qijing

This paper adoptsan individua cost-benefit analytica method andi basic ideazof the Game theory inor-
der to analyze ome characteristics of Chinese gradua ingitutional changes,especialy the important
roles played by local governments. We focusour research on ,during China' sirandtion to a market-ori-
ented economy ,the trilatera game process among centra rulers,subnationa governors and microeco-
nomic entities,and on its economic results. We try to prove that the comparatively smooth progress of
China’ s gradual reform and China’ s rapid market-oriented trandtion at lower friction costs are secured
by the subnationa governmentsinvolved ,and this renders China singitutiona changesto take a step-

wise path.

Incentivesfor Top-Management and Performance of Listed Companies
Wei Gang

The problem of incentivesfor top-management has been focus of every one dnce the reform and open-
ing up in China. Thispaper mainly investigates the relationship between corporate performance and in-
centives for top-management based on empirica evidence of Chinese listed companies. The findings
show that annua pecuniary compensation of top-management is rather low ;the system of remuneration
is unreaonable , and the form is monotonic. Moreover ,there isobvious difference in compensation lev-
elsacrossindugries. In addition ,the phenomenon of“ Zero Pay” to top-management is grave. We a9
find that the amount of shares alocated to top-management is indgnificant ,and* Zero Share”isfairly
genera. The findings of regresson demonstrates that there is no dgnificant postive relationship be-
tween annual compensation and corporate performance. The shares alocated to top- management does
not produce the expected incentive effect. It isonly an arrangement of welfare sysem. We d < find that
nd interzone effect” exits between the amount of shares allocated to top- management and corporate per-
formance. Whereas ,there is dgnificant posdtive correlation between the compensation level and corpo-
rate sze ,and negative correlation between the compensation level and the amount of shares held by top-
management ,and the progperity of industry afects the compensation level of top- management.
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