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1. Introduction 

Under the grand context of the post-economic era, 
China's "world factory" advantages have faded 
away and the increasing factor cost has put the 

"outshining" position of China's manufacturing industry 
to a complete end. To cope with this, China proposed 
"The 12th Five-Year" Plan and "The 13th Five-Year" Plan 
and raised and stressed China's upgrading of its industrial 
structure to transform from "Made in China" to "Created 
in China". Under such a circumstance, China's manufac-
turing enterprises are bound to bear heavy burden. As a re-
sult, decreased cost and improved corporate management 
efficiency become important means to improve enterpris-
es' competitiveness.[1]

So far, most studies of the academic circle on manage-
ment efficiency mainly focus internal and external factors. 
The internal factors mainly includes nature of property 
right, business costs, investment in human capital, debt 
structure, allocation of factor capital, etc. [2,3,4,5,6], while 

external factors mainly include degree of international-
ization, market position of enterprises, labor market and 
product market competition degree, etc. [7,8,9]. 

Researches have shown that the top management team 
plays a significant role in making enterprises' business 
decisions and improving enterprises' performance.[10] 
The power of members of the top management team 
determines resources possessed by them and the power 
difference of them is reflected as power imbalance of the 
top management team. Therefore, we can believe that 
power imbalance of the top management team influences 
resource distribution and as a result influences the deci-
sion-making direction, decision-making efficiency of the 
top management team and enterprise performance. This 
is also an opinion held by some experts in the strategic 
management field, such as Smith.[11] In addition, though 
some scholars argue that power imbalance of top manage-
ment team can benefit organizations in China, study on 
this is still less so far. Therefore, the author integrates the 
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organizational behavior theory, principal-agent theory and 
other theories to discuss how the power imbalance of top 
management team influences on management efficiency 
in China. As China is featured with great power distance, 
Chinese people hold a sense of collectiveness but have 
poor sensitivity for class gaps. Thus, we believe that in 
China, power imbalance of top management team is ex-
pected to contribute to increased management efficiency. 

2. Theoretical Analysis and Research Hypothesis 

2.1 Power Imbalance and Management Efficiency of 
Top Management Team 
What is management efficiency? Management efficiency 
refers to the ratio between the input and output of an en-
terprise in management and can act as a basis to measure 
the enterprise's operation performance. Whereas, the top 
management team, as the important management of an en-
terprise, plays a decisive role for an enterprise's operating 
conditions. Thus, it can be deducted that the power distri-
bution of the top management team can exert influence on 
the management efficiency. Given China has a high power 
distance and superior collectivism, team members can 
better accept the commands from their superior and thus 
make positive contributions to the team. Hence, the author 
of this paper believes that the power imbalance of top 
management team in China can produce positive influence 
on management efficiency. The specific influencing mech-
anism will work from the following three aspects. 

First, the orientation of power distance and collec-
tivism is an important measure to analyze the cultural 
background differences of different countries and regions. 
The difference in these two orientations will lead to great 
importance on the relationship between power and 
behavior.[12] Numerous studies have shown that China is 
featured with high power distance and superior collectiv-
ism.[13] On the one hand, in the high power distance-ori-
ented culture, members of the top management team tend 
to have a stronger psychological sense of empowerment, 
pay greater attention to respecting and observing authority 
and tend to be easier to accept commands and suggestions 
from the superior. Under such a scenario, the inferior 
inclines to rely on their leaders' decisions and as a result 
the middle- and upper-level leaders of the team have the 
centralized decision-making power, which may even be 
favorable for the improvement of the inferior's work sat-
isfaction. On the other hand, in high collectivism-oriented 
countries, team members become more interdependent in 
the process of finishing tasks and thus much more needs 
to be done for coordination and communication through 
power grades. Therefore, it can be inferred that hierarchy 
can play a more active role in China. 

In addition, based on the theory of hierarchy, power and 
identity define an organization's hierarchy. Higher power 
and identity means that the higher an organization's hier-
archy is, the higher the possession degree of valuable and 
scare resources of the organization will be and the higher 
the respect by others will be.[14] In general, an organization 
will grant higher hierarchy to its members who have made 
contributions, and vice versa. Therefore, in case of power 
imbalance in a top management team, the organization's 
hierarchy will encourage some individuals to behave in a 
manner beneficial to the team's success and improving the 
management efficiency. 

On the contrary, power balance in the top manage-
ment team will make executives with the balanced power 
contend for resources and positions in the organization, 
which tends to lead to destructive conflicts.[15]and is bad 
for information sharing and teamwork. Identity balance 
is also prone to making executives' query on each other's 
decisions, thus lengthening the decision-making process 
and unfavorable for the improvement of enterprises' man-
agement efficiency. 

Therefore, based on the above analysis, assumption 1 
below is raised in this paper: In China, power imbalance 
of top management team is favorable for enterprises' man-
agement efficiency. 
2.2 Situational Functions of Expected Performance 
Feedback Effect 
Based on the organizational behavior theory, enterprise 
management will set a control point, i.e. expected per-
formance to measure and judge the current performance. 
That is, they will employ the gap between the current 
performance and the expected performance to make the 
follow-up operating decisions and behavior patterns.  

Expected performance refers to the minimum enter-
prise performance satisfactory to the senior management 
calculated based on the enterprise' historical performance 
and industry performance. Expected performance higher 
than the actual performance will throw an enterprise to a 
disadvantageous position. In such a condition, the senior 
management with concentrated power is likely to get out 
of the "dilemma" by finding means to improve the enter-
prise's performance, such as improving the management 
efficiency. 

First, according to the organizational behavior theory, 
an actual performance lower than the expected perfor-
mance indicates the necessity for an organization or enter-
prise to improve the current situation [16] and that its senior 
management will definitely take measures to improve the 
management efficiency, thus propelling its development. 
Second, when an enterprise's actual performance is poorer 
than the expected performance, the enterprise will be con-
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fronted with greater pressure from the capital market and 
increased operation risks. As a consequence, the manage-
ment's competence and reputation will be thrown to tre-
mendous challenges. In order to avert "reputation" losses, 
the management will take the initiative to seek the causes 
and solutions against the problems.[16] In this regard, 
the senior management with different powers in the top 
management team will make clear their own work roles 
and responsibilities, finished sound interactive, improve 
management efficiency and actively explore the channels 
and methods to cope with the problems under the leader-
ship of the management with higher power. In addition, 
performance deficit will motivate the enterprise's owners 
to strengthen supervision on their agents in an attempt to 
weaken the agents' opportunist behaviors. In confrontation 
with such a circumstance, leaders in the management team 
with centralized power more accord with the assumption 
of the management theory,[17] for they will improve the 
management efficiency in an attempt to raise the enter-
prise's performance. In the end, when the enterprise's ac-
tual performance is lower than the expected performance, 
the expected deficit will break the senior management's 
arrogance and self-confidence and stimulate them to ac-
quire much more information concerning the enterprise's 
operation.[18] In order to maintain internal harmony of the 
top management team and avoid conflicts among the se-
nior management of the team, other members tend to obey 
their suggestions. Learning of enterprises' competitors' 
operation modes is favorable for the improvement of man-
agement efficiency. 

On the contrary, based on the principal-agent theory, 
enterprises' management will have the "self-benefitting" 
motive.[19] For the purpose of preventing the management 
to seek personal interest and damage the major sharehold-
ers' interest by making use of the rights granted by the 
Board of Directors, enterprises' owners will continue to 
supervise the management's management behaviors after 
the management acquires the enterprise right of manage-
ment. When an enterprise's actual performance is higher 
than the expected performance, the enterprise has sound 
performance when the major shareholders decreases the 
supervision on the management and the management re-
laxes "vigilance". At this moment, if the power of the top 
management team is in an imbalanced status, for the sake 
of maintaining the team's harmony, other management 
members may sustain the above status, which will damp-
en the enterprise's management efficiency.
Based on the above analysis, assumption 2 is raised in this 
paper: 

Assumptions 2: if the actual performance is poorer than 
the expected performance, the positive influence of the top 

management team's power imbalance will be intensified 
on the management efficiency and vice versa. 

3. Conclusions 
The manufacturing industry has exerted a crucial role for 
China's rapid economic development in the past 20-odd 
years, making China the "world factory". However, since 
the financial crisis in 2008, western countries raised the 
"reindustrialization strategy", posing tremendous chal-
lenges for China's manufacturing industry. To cope with 
this, China must upgrade its industrial structure, improve 
enterprise efficiency and develop competitive edges of en-
terprises. 

The above discussion can provide certain enlighten-
ment for China's enterprise development and policy mak-
ing: (1) To improve enterprises' management efficiency, 
enterprises are suggested to establish reasonable power 
hierarchy, provide promotion goals for the management 
with lower power and decrease destructive conflicts and 
improve management efficiency of the team. (2) This pa-
per holds that if the actual performance is poorer than the 
expected performance, the positive influence of the top 
management team's power imbalance will be intensified 
on the management efficiency and vice versa. Therefore, 
enterprises should set up reasonable hierarchy and choose 
senior management who has made contributions to the en-
terprise and can lead the enterprise to revitalize even the 
enterprises' performance is poor. 
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