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Top Executive Remuneration, Political
Promotion Incentive and Bank Risks

Hao Xiangchao

(School of Economics, Nankai University, Tianjin 300071, China)

Abstract: Top executives in state-controlled banks face dual incentives: considerable
remuneration and political promotion opportunity. This paper constructs the measurement
of political promotion incentive of top executives from banks and analyzes the relationship
between dual incentives of top executives and bank risks &. the substitution relationship
between these two incentives based on the individual data of top executives from 82 state-
controlled commercial banks.It arrives at the following empirical results:the increase in re-
muneration of both of the chairman of the board and the governor of a bank makes them
better manage the bank and reduces the risks of bank bankruptcy, but the negative effect
of political promotion incentive on bank risks only exists as for the chairman of the board.
In addition, there is a substitution relationship between remuneration and political promo-
tion incentives and the average level of current bank top executives remuneration is very
close to the threshold value by empirical analysis. Therefore, the maintenance of current
bank top executives remuneration and the optimization of remuneration structure are more
feasible direction in the future, providing theoretical evidence for recent reform plan of top
executives remuneration of SOEs.

Key words: top executive; remuneration; political promotion incentive; bank risk
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