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Abstract: Using the Urban Resident Basic Medical Insurance Survey data of the State Council of China( 2007 —2010) we compare
the expenditures and medical care quality between public and private medical institutions on outpatient healthcare. We find that the
outpatient expenditure in private institutions is significant lower than that in public institutions and patient’ s satisfactions are higher
and waiting time is significant shorter in private institutions. Then we use the instrument variable method( IV) to correct the endogenous
problem of our model and the results of IV models basically support our OLS conclusions. These results indicate that enhancing the
competition of medical market in China will be beneficial to resolve the problem of “Kan hing nan Kan bing gui”.

Key Words: Medical Institution Ownership; Medical Expenditure; Service Quality
JEL Classification: 111 133

(FiE% 4 % R)

(L35 112 7)

12. Jensen Michael C. and Kevin J. Murphy. 1990. “Performance Pay and Top — Management Incentives. ” Journal of Political
Economy 98( 2) :225 -264.

13. Lazear Edward P. 1989. “Pay Equality and Industrial Politics. ” Journal of Political Economy 97( 3) : 561 —580.

14. Lazear Edward P. and Sherwin Rosen. 1981. “Rank — Order Tournaments as Optimum Labor Contracts. ” Journal of Political
Economy 89(5) : 841 —864.

15. Levine David I. 1991. “Cohesiveness Productivity and Wage Dispersion. ” Journal of Economic Behavior and Organization
15(2) : 237 -255.

16. Mahy Benoit Francois Rycx and Melanie Volral. 2011. “Wage Dispersion and Firm Productivity in Different Working
Environments. ”British Journal of Industrial Relations 49( 3) : 460 —485.

17. Martins  Pedro S.2008. “Dispersion in Wage Premiums and Firm Performance. ”Economics Letters 101( 1) : 63 —65.

18. Winter — Ebmer Rudolf and Josef Zweimuller. 1999. “Intra — firm Wage Dispersion and Firm Performance. ”Kyklos 52( 4) : 555 -
572.

Intra - firm Wage Disparity and Firm Performances: A Non - linear Relationship

Wei Xu and Zhang Chuanchuan
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Abstract: This paper is the first to examine the relationship between wage disparity and firm performances using a nationwide
representative firm — level micro data of manufacturing industry in China. Different from most of the previous empirical literatures we
find a non — linear relationship between wage disparity and firm performance: Firm performance increases as the wage dispersion
increases at first but declines after a critical point. Our further analysis suggests that this relationship is a causal effect. We also present
a theoretical model incorporating two different channels to explain how the non — linear relationship arises. Under the condition that
cohesion contributes largely to marginal output and the marginal output of employers’ effort is decreasing when wage disparity is
small the incentive effect of tournament dominates; when wage disparity is large the damage effect to cohesion and cooperation
dominates.
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