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Enhancement of Firm Productivity .

More Wage Dispersion or Relative Fairness
JIANG Ye-heng', LI Qing-ru’*, DONG Li-fu’

(1. Research Institute of Forestry Policy and Information, Chinese Academy of Forestry,

Beijing 100091, China;2. Institute of Japanese Studies, Chinese Academy of Social Sciences,

Beijing 100007, China;3. School of International Trade and Economics,

University of International Business and Economics, Beijing 100029, China)

Abstract: Tournament model implies that intra-firm inequality is productivity enhancing. How-

ever, fairness model holds the opposite view. Based on enterprise survey data collected by the

World Bank and China's National Bureau of Statistics, we show that the wage gap among ordinary

workers and hierarchical wage inequality contribute to productivity improvement. The results are

consistent with tournament model. Further robustness analysis suggests that the effect of wage gap

is almost monotonically increasing, and regression results strengthen the benchmark results. Esti-

mations with different productivity measures also support our basic findings.

Key words: tournament model; intra-firm wage inequality; firm productivity;

firms

manufacturing
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