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Effect of manager’s fairness preference on managerial
entrenchment behavior: an experimental study
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2. School of Economics and Management, Shanghai Institute of Technology, Shanghai 201418, China)

Abstract: In order to solve the manager’s agent moral hazard problems, the paper experimentally
investigated the effect of the manager’s vertical and horizontal fairness preferences on the managerial
entrenchment behavior based on fairness preference. The results indicated that the effect of manager’s
fairness preference had a great significance on decision behavior indeed. The worse managers
compensation fairness became, the greater the degree of managerial entrenchment was. A large pay gap
between managers and shareholders resulted in a higher sensitivity in high-ability managers, while a large
pay gap between managers and managers marketing compensation leaded to a higher sensitivity in
low-ability managers. Thus, the results can provide reliable theoretical basis for the enterprise to restrain
the managerial entrenchment behavior through a fair incentive mechanism and to reduce the agency cost.
Key words: management psychology; fairness preference; managerial entrenchment; curve estimation;
experimental study
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Tab. 2 Average value summary of the managerial entrenchment index in fair
comparison with shareholder returns
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Tab. 3 Average value summary of the managerial entrenchment index in fair
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5 B A RS G R AR — 5. R 2 MR 3 B LB L, AMEREmRE A AE R h& A,
AN T-5200 20 1 FIS2IG A 2, B4 (20 38 BE B A K P # e Ao X 2 ol T2 8 BN G T
JBE A WA g LA BB K P, B NSRBI A, AR ML T 23 AR A AT gl i oAt id
1R BB R VR ANX B A AP, B 3N &R RAK B SIS R BEAE AT S A58, T4 40
T AR 2 A2 B R R A BB AT N B B2 Rk Ay AR, MBI v B AR s E A 6 B
NFHAKEE, BN RS S BIAAY, HX IR A, S8 AEAHE R R 12 G684k
SEATAE, MM B I8 V) 35 ZEYEY 7 AR I PPN AP B BN AR, 7 2 5 2 o] < BT 1 7 2 87 4 25
Mlo WL, ABEINE KV A2 i md 2 A, 9 'E el 2 2B A PR LI, # a2k 4 B
PRBAEBIHLI = A, 0 2 3N B K BU i AR 2 B 3N T 33l vy (S 3R 4 1) VIR (35640 2D
I, BN AL Ak, TEPI S, SRl | FISEIG A 2 TR s Re ) A BN B
Bt B AR A FE I (9206 41 v RE ) 2R BN TS AP AR 6 T oxk 2 Hp e A ) 2 BN I A BRI R HR
A4 KT RE ) S HE N BB TR BOR A FR RS CSEI0 A1 IR RE ) 28 BN B B A48 £ 01 X0 TR
Y IR RE ) 48 BN B4 BB AR 2 AR 40D, v WL e T 48 B NAE P 3% S 6 rh 4 R I LRI AR D & BN E
SRS, X2 M N RE I, AT WO IESZ, HOSEM B S A 5F
EFESE . B, MmfE ) S3 B A FD A 1 O A T, s A s 2w B M sh AL, R, miGe
NGEEENFHURE Sy, XA SRS A ) plkos, EARNFREE o & BN St s BB AT A $e 4t T 58
JTR AR ], T2 5 A T o BRI R SR ECRA R, A6 ) SR B — 6450 T JR AR A R T A R T 1 B R B AEAT
RGP AR TR H2.
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4.4 ZiHRE%

AL SPSS 17.0 B AR 4T L HLE /K T (SAL) S IR ETR S (MED [ RBEAT Ih & Al it,
ST T A ENAEE AN [F) PR EE T BB R B A . 7 Se AR Hah i R R AR A R
SRR A B I 2 il VRS . FERSR IR R T, 8 2 FEAH OC R ORI A D S 56 AN AR 5 SR
SHE R R F RISl RO 1, Uil R i BLA RO AT s F ADoK, R [ A28 &t
DRI AR 8 1) e W R R gt B, &5 SRR Ui IR D)

4.4.1 LI NFBEBARB A TR o

FEO TP N 5 I A 35 A i, Rk w4 30\ BB A48 %0 (MED F3 B /K7 (SAL) HE
AT AT, MR RIS B 2 XSHhTHER 4 AL 5. B 2 o7, AN mfe ) ie 2K RE
NAEFN, HPTHEFRECRIH K B3 “U” B, Bk, 2P ABIETEECS S ACE 6 R EAF
A M2 Quadratic £ .t 4 ISR 5 B S5 T HE vl g0, A i8R =it 3978 1%
(KT Bt B PR, ) HE Quadratic LA Cubic BEALAIH)E BB RPE W LLE Y, wiRe M
IR AE 2 B 1 YR 2k Quadratic BEZIK) R (23 10 0.757 A10.810, ¥ KT =X 4k Cubic B[ R?
i O304 0.743 F110.792), X U] 7k #4k Quadratic A7 [IIA LIS 4T, MBFLE . Ik, A
SCEFE IR 2B R0 28 BRI 5 I AR W 2 A P EAT I A
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Fig. 2 Scatter diagram of the relationship between salary level and managerial entrenchment index based on high-ability
managers (a) and low-ability managers (b)

H1%% 4 13K 5 P HIBCR S HUG T, T UG 21 i e J) AR RE ) 2 B HTIM K (SALD 58 BRI A
JKAF (MED) 2% & 1l TH SR 43 50 ;- MEI 5=262.399-110.511SAL+33.454SAL” Fll MEI =209.134—
131.318SAL+30.029SAL”. A R AT LA, ARSI AR DAL, B K
WA (3004 33.454 F130.029) #IRT%, U TFBI B “U” B, B T 2a MK 2b
TR ZE Quadratic BB AL AR, W] T AR R LB NEARBE DB, IR K
JBe AR ML I, BT AR AN KT RARAIG LBl 20 BN 37 I L J A WA il 2 PO 8 K, L7 R AN B B
AL, NI AL, HBEE AP oR, 22BN BB ERE L SO, (RS Hla 138 175208,
BID 22 28 PN 7 T RS0 T B ARt I, L (R OB, B I 2 B K R, 7 R R i P O
N2 W NH ST IR, TR I 4 1RO PR, 28 BN 2 SR B0y 3 4 W) i A 1 B A i A
RACHT EHRIAT A5 AT S M Al R 2278 TR B o T 25 22 B M v T IR MR IS s e T 156 i e RO AE
WaTLRL BRI SR 4, MW B AR RN, EARILh A S P2 T A S 55 0 TAE, B
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RBIAERERE, (HZIXA IR, JF H 22 P = T B AR et i, L e AR A it
SRRIGIN, SRS HLAU R, B2, e AR B S AL sm 2. ik, BRI A R
AT, HUE S T IR B R M A, AR AN OO BRI T A A LB BT, ]
LAl /D e p = A A 0l A (R T i S BT BT A0 A DA g e

F 4 BRENZEBEAFEHKESEEMFEBHXRMELLMSHMEITE
Tab. 4 Model summary and parameter estimates of the relationship between salary level and managerial entrenchment index
based on high-ability managers

. (RN S SRS THE
R? F dfl df2 Sig. W b1 »2 b3
2k 0.003 0.156 1 51 0.694 84.333 1.385
POl 0.000 0.002 1 51 0.961 92.828 -0.876
1% 0.005 0.245 1 51 0.623 82.787 42.924
/¢ 0.757 78.075 2 50 0.000 262.399 -110.511 33.454
=) 0.743 72.280 2 50 0.000 601.786 —154.968 0.000 1.958
& 0.004 0.220 1 51 0.641 80.327 1.020
TR 0.000 0.002 1 51 0.967 87.594 0.009
S 0.003 0.150 1 51 0.700 4.406 0.403
ERS 0.004 0.220 1 51 0.641 4.386 0.020
EL=E 0.004 0.220 1 51 0.641 80.327 0.020
W 0.004 0.220 1 51 0.641 0.012 0.980

e FARRCHPIEAKT (MED; HAR s A H WK (SAL), T

x5 REHNEEAFMKTSEEHEESXANBERCIMSHMGITE
Tab. 5 Model summary and parameter estimates of the relationship between salary level and managerial entrenchment index
based on low-ability managers

_— FEALI B ZHAG Y
R’ F df1 df2 Sig. g b1 b2 b3
2k 0.016 0.640 1 39 0.429 96.638 -2.388
FIEq 0.069 2.869 1 39 0.098 97.377 -8.870
1515 0.147 6.729 1 39 0.013 79.676 21.198
= 0.810 191.876 2 38 0.000 209.134 -131.318 30.029
=W 0.792 161.198 3 37 0.000 157.129 —39.305 -17.293 8.614
S& 0.018 0.709 1 39 0.405 96.120 0.974
R AL 0.071 2.981 1 39 0.092 96.731 —0.096
S 0.149 6.804 1 39 0.013 4.382 0.227
K 0.018 0.709 1 39 0.405 4.566 —0.027
L 0.018 0.709 1 39 0.405 96.120 -0.027
WHHR 0.018 0.709 1 39 0.405 0.010 1.027

A, ZEAS T2 MEL 5=262.399—-110.511SAL+33.454SAL? FIl MEI =209.134—131.318SAL+30.029SAL?
e IR AE T K S B AR O R B T () IR IR B il 33.454 Al 30.029, WTLLE H
MEI » X IR MET K. AR XA A, ZIRIREGEOR, M2y or g, 2 i b e Fn
ARG PR, 7T L Re D BN EB IR AL (MED B BB (SAL) 1AL 5 LK g
SR, XU BB 5 I AR i 22 BEBOK, R e ) S BE B RS B2 AR Ak, ROy &8
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BN LUARAE T 28 B S 55 IR AR e ot 2 ~F BE N BURK, B6AIE 1 AT AOBCRE. H2a. DRUOMAE A, AHTEEAR
RENALBNIMNE, MAE LB AT AL IESZ, B DL RS2 2 I A AS 2 I, gl S i R 2
BAPERIB AT o [N, 2R BENRE T B, FLSHLRE ) OB, X2 w) (K2 RE Do, 7ER 1 3h
HUAE P gl S0 i SR 40 T B AR BGR A AT A SIAT 0. A, R BRI, JEHSOE
SN L RO) R AR o SR DU AER/N S R T L b 07 I IR 2SS DN 117K 2 ) N SN
T R HR R — L8453 35 B AR M 2 AT N

4.4.2 SLENS2INTHFHH A FXF Lo

KTGBENE LB H M A FXF L # oy, 8 2 BE BRI A FE 20 (MED RS K1
(SAL) #EAT ATl f2INE R ARMECTE K 3 LSRG THER 6 MR 7. &l 3 il AR
REN B NIEZARRE AR, BIHTREANHI A2 2L “U” B, XU H IR BON AT & Ik
£k Quadratic 2 4Y , (116 6 M 7 FRLARLAG T 19 Z A ol LA Y, X il 2k Quadratic FEAURT = 2K i £k Cubic
BERLIIAE 1% /K1 Ll it g e S, W%t H Quadratic AEAYRI Cubic AAL I E R R (7T LA H,
= g IR RE I 2 BT — 228 Quadratic BEAL R 51714 0.726 F1 0.780, 5K =K 4% Cubic #
R R (435000 0.715 F10.756), W Quadratic B LA % . Cubic BEALLF,  HLARRRRRE 05
PRI, ASCIERE K2R Quadratic BN 28 PN 55 20 BT 3080 I 2~ 14T 70 #

120.00{ '\ / ° 120.004
110.00+
110.00-
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% 100.00-
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@ - S
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a b

K3 mfe &l () FUKEENAEEN (b) WAk 55 BB R H08 R BT E
Fig. 3 Scatter diagram of the relationship between market salary level and managerial entrenchment index based on high-ability
managers (a) and low-ability managers (b)

& 6 MR 7 HSEAGTHESIM ST A, SR FREE ) SBT3 KT (SAL) 58 HE;
K SF CMELD 5% 2 B A5 38 8 8 43 5] O« MEI 5 =320.579-232.803SAL+31.670SAL* Al MEI ¢ =
209.709-125.312SAL+32.317SAL’. H#ERIh [ R BT AR, AN s e 4B NIk S (R AE H 4 BN,
BT (SAL) P REIYRTE, Ut vHBA I “u” B, dE—2D8 e T 3a fillE 3b
W 2R Quadratic AREAY AR Ab A, T 5 I 28 BN ST T A ST 6 BN T 3% 357 I I 1977 AR PS8 £ AN BB B
%, MM, BEE S NS 2 A5 M 2= B ARk, Ry ARE B R Wi o, X UL A 2
OPAMEE ), HBEE AN IEGE, 2 AR R SOk, IXWIGUE T % Hib, BRI AW
B ) S0 U RE2S= WNSY TR/ <1 ) = W 21 e o (A = oy PN | N O R Y3 iy NS U
NSRRI A NICRICRE N Z N, UMK TSN T H e, T A 0B 2,
28PN Sl ok 55 2 BN T 373 T R A ) b T 220 B B RIS AP AE,  HE S RSB 4
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HLBEHE H A ZZ BRI, XM AN 2 B ok, AT 2 BN TAERBU A Ss ke e, 2
ST BRSO IE AT ke A SR 2, BUE AR M. 12 AH M LN
W, xR mRe DB E T B S i SN SE  TAE, BARBEARE S, HE A S AT
R BE 2200 T i e ) A BIR B WA B0, I H R BN S B SRR L. 0 THikie & 8t
NI, T FEE AR, e T2 H AR 2 5 DR SEHURMAGG TS 25, i o LR
MR . MAh, AR mAENIERARRE BN, I A T2 BT I B KPR
TAFERA S RN, B <5 B A s B Ut e b 24 (1 B A sh ALl A 24 o

x6 BRENZEATSHMKTSEEHEERXRANRECLMSHGITE

Tab. 6 Model summary and parameter estimates of the relationship between market salary level and managerial entrenchment
index based on high-ability managers

BRI R SR
B
R’ F df1 df2 Sig. A b1 b2 b3
2k 0.004 0.196 1 47 0.660 83.589 1.640
X} H 0.000 0.003 1 47 0.956 90.270 1.050
fB1% 0.002 0.108 1 47 0.743 85.864 30.505
b/ ¢ 0.726 61.021 2 46 0.000 220.579 -232.803 31.670
=W 0.715 57.675 2 46 0.000 640.219 -165.901 0.000 2.104
24 0.004 0.196 1 47 0.660 80.981 1.020
BTy 0.000 0.006 1 47 0.941 87.211 0.017
S 0.002 0.085 1 47 0.772 4.430 0.328
LIS 0.004 0.196 1 47 0.660 4.394 0.020
RAL 0.004 0.196 1 47 0.660 80.981 0.020
AR 0.004 0.196 1 47 0.660 0.012 0.980

x7 RENZEATSHHFMK TS EEHEERXZANRECLMSHHITE
Tab. 7 Model summary and parameter estimates of the relationship between market salary level and managerial entrenchment
index based on low-ability managers

BEANE B SR T
By
R F dfl df2 Sig. ikl b1 b2 b3
53¢ 0.028 1.130 1 39 0.294 103.042 -3.063
X 0.088 3.747 1 39 0.060 102.996 —-9.741
1515 0.166 7.782 1 39 0.008 84.368 21.884
= 0.780 189.914 2 38 0.000 209.709 ~125312 32317
=) 0.756 154.370 3 37 0.000 131.557 12.963 —44.304 12.946
2& 0.029 1.177 1 39 0.285 102.679 0.968
i B A 0.088 3.744 1 39 0.060 102.501 —0.101
S 0.163 7.580 1 39 0.009 4.437 0.225
EK 0.029 1.177 1 39 0.285 4.632 -0.033
EiE Ve 0.029 1.177 1 39 0.285 102.679 —0.033
bk i 0.029 1.177 1 39 0.285 0.010 1.033

[ I, 764k 11 B MEI 5 =320.579-232.803SAL+31.670SAL? Fl MEI =209.709—125.312SAL+
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32.317SAL* 1, #HIMAKF (SAL) ~FJ7 (K ER$ 510 31.670 A1 32.317, MEI &t MEIL « X I0REUN
TRERECT, ORI BAEER N, MTZR I T OB, e i R R R R AR R BN, R s e
2PN BB EIE S (MED BEE BT /KT (SAL) HIZRALIE L LA AE WA BE /DN, XL TE A4S
PN T I R ) LA R, BEAE S BE N S 2 BN T 37038 T 2 BE R 16 K, G 8 BN 9y AR 5 34 i
IR, AN TR WL BN, KA VA B T2 B AT 85 A o UK, X 51 SRk
H2b MY . REeai RS HBEA—SUNRF TR : — & SE AR ANE R, AW E O
A 1) 2 PR - 1 o) D 1) 2 P AR e, v 8 0 28 38N B e B 5 e AR 02 IR B A -, X e 3N
WIR IR — PRI AR T afe hEMAm S, R hEMAhm T agme AW, LmEK
RWARTECE, DRI B8 22 (1) 48 R B 1) 2 PR i, BIAAT T AP 3 B o T 22 B AT 37, IR
S NAE 5 2 BN T 33 0 AR R v LA, 3 AN 5 T %) TR 35 1 e 5 SR8 BN T 3 3 A 1 5
h U

5 it 54%ie

DAV BEANARZ I P e, ]I, 22 B PR BT A B LIRS 28 BN (1 — Bl R 2 IR N s 31
XSRS AR AN AE ELAR A GEANA I p s s HEAT i, DALl U3 3 S0 23 M RTS8 28~ o ]
SN 28 P BB AN o SEIRWF SR AN SE 5, AR S 06 AN REYE R 2605, DFR B 2
S fe o0 22 B BT AR 2 R AE T, R REAT R T SER R N Y G Bl o AR T AU EE
TR 28 PRAE BB A AT SR AT, 9B R B IR: D SEAEE TERA S R A, Hh iy
PER &l a 3DV EEESE PN IEE AL PON O ELE PN S /N N/ o W EW 7 6 o) R P O
SIHLT G R SRR 52 23 P A Oy BRI 2 0, AR 52 s I 1 A e 0l A G K 5 DS 14 [ < BA B B I 32
Wi o 20 HZE PN WA SR ARS, mRe AN T SIRAW G KA. TR BR8]
D A AE I S, R IR AR MR R 2~k S SRR, Ak 2 SEAE S I AR WG (0 B IR RE ) e B
NILERL I 5 AL BEAHT I 1 2, A R TR S B A SR L E AP LB 4
B BEBTAEAT A RS ST, T RUOA A A P i A B AL R B A A R BEAT o AR
ZBENAFAE I PGS PR AN FESRB I BN, FL P s 1 LEACHEME AN R, 578 70 25 R 28 - i
BN 22 PN BB A S S5 AT I ShHL VR FOHLBE R AL b, X2 BEOCRICAS R0l 5 A A it . 2
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