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This study examined the contribution on the productivity of the companies by
the intra-company wage differences as a measure of the performance-based wage systems and got some
significant results and implications for management. Analyses on all industries implied that larger
wage differences do not motivate employees of Japanese companies. Analyses by nonlinear models to

confirm the existence of the optimal wage differences implied the existence of the optimal wage
differences in a few industries, but aggregately worst wage differences are recognized. Because
maximum wage differences are higher than optimal or worst wage differences, this result should be
interpreted as the reconfirmation of the result by linear models. Concretely, effects by wage
differences on the productivity decrease, as wa?e differences expand. This study assumes wage
differences can be adjusted flexibly, but actually, range of wage differences that manager can
adjust is not so wide.
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