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To Economics Journal <editorial.papers.economics@gmail.com>
Date 2025-02-08 17:17

[w] pay+gaps+blind (1) for economy journal revision.docx (~99 KB)

Dear Editor,

We attach the revision follow your instruction
We are agree to pay the apc after acceptance
Regards,

On 2025-02-08 15:18, Economics Journal wrote:

We have received your esteemed paper and appreciate your choice of our
journal. The topic: _How Vertical and Horizontal Pay Gaps in Research
and Development Affect Corporate Innovation in Indonesian Public
Firms___ is interesting, as is the research itself, and it certainly
deserves the attention of our journal.

The editorial board kindly requests that you format your paper in
accordance with our guidelines, as this is the minimum requirement for
continuing our collaboration. The abstract must be significantly
improved to meet international standards, as follows:

The abstract (200-250 words) needs to clearly present the main idea
of the paper and research results. It must include sufficient
information for readers to assess the nature and significance of the
topic. The abstract should summarize the objectives of the paper,
methodology, results, and conclusions. To enhance the visibility of
the article, the abstract should reiterate keywords and phrases while
avoiding unnecessary repetition.

The references must be arranged in alphabetical order by the authors'
last names and chronologically for works by the same author. Citations
should be formatted according to the prescribed standards for books,
journals, and other sources.

If you accept these conditions, please inform us. After positive
reviews, an APC of 700 EUR must be paid.

If you agree with the stated terms, please notify us so we can proceed

with the publication process. For any further questions, we remain at
your disposal.

_Best regards, _
Sara Drakul
_CO-EDITOR_

_"Economics" Journal_
economics.oikos.institut@gmail.com
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@ Template for economy journal revision.docx (~108 KB)

Dear Editor,

Im sorry for wrong attachment in email before I attach th new file already meets requirement with your template
We agree for pay that apc after acceptance

Regards,

On 2025-02-08 15:18, Economics Journal wrote:

We have received your esteemed paper and appreciate your choice of our
journal. The topic: _How Vertical and Horizontal Pay Gaps in Research
and Development Affect Corporate Innovation in Indonesian Public
Firms___ is interesting, as is the research itself, and it certainly
deserves the attention of our journal.

The editorial board kindly requests that you format your paper in
accordance with our guidelines, as this is the minimum requirement for
continuing our collaboration. The abstract must be significantly
improved to meet international standards, as follows:

The abstract (200-250 words) needs to clearly present the main idea
of the paper and research results. It must include sufficient
information for readers to assess the nature and significance of the
topic. The abstract should summarize the objectives of the paper,
methodology, results, and conclusions. To enhance the visibility of
the article, the abstract should reiterate keywords and phrases while
avoiding unnecessary repetition.

The references must be arranged in alphabetical order by the authors'
last names and chronologically for works by the same author. Citations
should be formatted according to the prescribed standards for books,
journals, and other sources.

If you accept these conditions, please inform us. After positive
reviews, an APC of 700 EUR must be paid.

If you agree with the stated terms, please notify us so we can proceed

with the publication process. For any further questions, we remain at
your disposal.

_Best regards, _
Sara Drakul
_CO-EDITOR_

_"Economics" Journal_
economics.oikos.institut@gmail.com

_www.oikosinstitut.org [1]_
https://economicsrs.com/index.php/eier/index
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Re: Scopus

From Economics Journal <editorial.papers.economics@gmail.com>
To <budiandriani@privietlab.org>
Date 2025-02-08 20:08

Dear,

Your paper has been sent for the review process. We need to be patient while the esteemed reviewers complete their evaluations.

sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org> napisao je:
Dear Editor,

Im sorry for wrong attachment in email before | attach th new file
already meets requirement with your template

We agree for pay that apc after acceptance
Regards,

On 2025-02-08 15:18, Economics Journal wrote:

> We have received your esteemed paper and appreciate your choice of our
> journal. The topic: _How Vertical and Horizontal Pay Gaps in Research
> and Development Affect Corporate Innovation in Indonesian Public

> Firms___ is interesting, as is the research itself, and it certainly

> deserves the attention of our journal.

>

> The editorial board kindly requests that you format your paper in

> accordance with our guidelines, as this is the minimum requirement for
> continuing our collaboration. The abstract must be significantly

> improved to meet international standards, as follows:

>

> The abstract (200-250 words) needs to clearly present the main idea
> of the paper and research results. It must include sufficient

> information for readers to assess the nature and significance of the

> topic. The abstract should summarize the objectives of the paper,

> methodology, results, and conclusions. To enhance the visibility of

> the article, the abstract should reiterate keywords and phrases while

> avoiding unnecessary repetition.

>

> The references must be arranged in alphabetical order by the authors'
> last names and chronologically for works by the same author. Citations
> should be formatted according to the prescribed standards for books,
> journals, and other sources.

>

> If you accept these conditions, please inform us. After positive

> reviews, an APC of 700 EUR must be paid.

>

> If you agree with the stated terms, please notify us so we can proceed
> with the publication process. For any further questions, we remain at

> your disposal.

>_Best regards,_

>

> Sara Drakul

>

> _CO-EDITOR_

> _"Economics" Journal_

> _economics.oikos.institut@gmail.com_

> _www.oikosinstitut.org [1]_

> https://economicsrs.com/index.php/eier/index

>

> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml

>

>+387 55423183

>

>+387 63 984 290
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Re: Scopus

From <budiandriani@privietlab.org>
To Economics Journal <editorial.papers.economics@gmail.com>
Date 2025-02-09 00:52

Dear Editor,
Ok we will wait

Regards,



On 2025-02-08 20:08, Economics Journal wrote:



Dear,

Your paper has been sent for the review process. We need to be patient
while the esteemed reviewers complete their evaluations.

sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org> napisao je:

Dear Editor,

Im sorry for wrong attachment in email before I attach th new file
already meets requirement with your template

We agree for pay that apc after acceptance
Regards,

On 2025-02-08 15:18, Economics Journal wrote:

IWe have received your esteemed paper and appreciate your choice of

our

Ijournal. The topic: _How Vertical and Horizontal Pay Gaps in

Research

and Development Affect Corporate Innovation in Indonesian Public
Firms is interesting, as is the research itself, and it
certainly

deserves the attention of our journal.

The editorial board kindly requests that you format your paper in
accordance with our guidelines, as this is the minimum requirement
for

continuing our collaboration. The abstract must be significantly
improved to meet international standards, as follows:

The abstract (200-250 words) needs to clearly present the main
idea

of the paper and research results. It must include sufficient
information for readers to assess the nature and significance of
the

topic. The abstract should summarize the objectives of the paper,

methodology, results, and conclusions. To enhance the visibility

of

the article, the abstract should reiterate keywords and phrases

while

avoiding unnecessary repetition.

The references must be arranged in alphabetical order by the

authors'

Ilast names and chronologically for works by the same author.

Citations

Ishould be formatted according to the prescribed standards for

books,

journals, and other sources.

If you accept these conditions, please inform us. After positive
reviews, an APC of 700 EUR must be paid.

If you agree with the stated terms, please notify us so we can

proceed

with the publication process. For any further questions, we remain

at

your disposal.

_Best regards, _
Sara Drakul

_CO-EDITOR_
_"Economics" Journal_
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Re: Scopus

From Economics Journal <editorial.papers.economics@gmail.com>
To <budiandriani@privietlab.org>
Date 2025-02-1021:08

[w] rec1.docx (~214 KB)

Dear,

We are sending you the first review of your paper. We hope that the second review will be completed soon.

sub, 8. velj 2025. u 18:52 <budiandriani@privietlab.org> napisao je:
Dear Editor,

Ok we will wait

Regards,

On 2025-02-08 20:08, Economics Journal wrote:

> Dear,

>

> Your paper has been sent for the review process. We need to be patient
> while the esteemed reviewers complete their evaluations.

>

> sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org> napisao je:

>

>> Dear Editor,

>>

>>Im sorry for wrong attachment in email before | attach th new file
>> already meets requirement with your template

>>

>> We agree for pay that apc after acceptance

>>

>> Regards,

>>

>> 0n 2025-02-08 15:18, Economics Journal wrote:

>>> We have received your esteemed paper and appreciate your choice of
>> our

>>> journal. The topic: _How Vertical and Horizontal Pay Gaps in

>> Research

>>> and Development Affect Corporate Innovation in Indonesian Public

>>> Firms___ is interesting, as is the research itself, and it
>> certainly

>>> deserves the attention of our journal.

>>>

>>> The editorial board kindly requests that you format your paper in
>>> accordance with our guidelines, as this is the minimum requirement
>> for

>>> continuing our collaboration. The abstract must be significantly
>>> improved to meet international standards, as follows:

>>>

>>> The abstract (200—-250 words) needs to clearly present the main
>>idea

>>> of the paper and research results. It must include sufficient

>>> information for readers to assess the nature and significance of
>>the

>>> topic. The abstract should summarize the objectives of the paper,
>>> methodology, results, and conclusions. To enhance the visibility
>> of

>>> the article, the abstract should reiterate keywords and phrases
>> while

>>> avoiding unnecessary repetition.

>>>

>>> The references must be arranged in alphabetical order by the

>> authors'

>>> |ast names and chronologically for works by the same author.
>> Citations

>>> should be formatted according to the prescribed standards for
>>books,

>>> journals, and other sources.
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>>>

>>> |f you accept these conditions, please inform us. After positive
>>> reviews, an APC of 700 EUR must be paid.

>>>

>>> |f you agree with the stated terms, please notify us so we can
>> proceed

>>> with the publication process. For any further questions, we remain
>> at

>>> your disposal.

>>>

>>> -

>>>

>>>_Best regards,_

>>>

>>> Sara Drakul

>>>

>>>_CO-EDITOR_

>>> _"Economics" Journal_

>>> _economics.oikos.institut@gmail.com_

>>> _www.oikosinstitut.org [1] [1]_

>>> https://economicsrs.com/index.php/eier/index

>>>

>>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml

>>>

>>>+387 55 423 183

>>>

>>>+387 63 984 290

>>>

>>>
>>>

>>> Links:

>>> —-—--

>>> [1] http://www.oikosinstitut.org/

>

> -

>

> _Best regards,_

>

> Sara Drakul

>

> _CO-EDITOR_

> _"Economics" Journal_

> _economics.oikos.institut@gmail.com_
> _www.oikosinstitut.org [2]_

> https://economicsrs.com/index.php/eier/index

>

> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml

>

>+387 55423 183

>

>+387 63 984 290

>

>

>

> Links:

> [1] http://www.oikosinstitut.org
> [2] http://www.oikosinstitut.org/

Best regards,

Sara Drakul

CO-EDITOR

"Economics” Journal
economics.otkos.institut@gmail.com

wwuw.otkosinstitut.org
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Review Form

PART I
Article Titlee HOW VERTICAL AND HORIZONTAL PAY GAPS IN RESEARCH AND

DEVELOPMENT AFFECT CORPORATE INNOVATION IN INDONESIAN PUBLIC FIRMS

[Reviewer’s Name:




PART II

Evaluation (Please assign the score for each item below)

5=Excellent 4=Good 3=Average 2=Below Average 1=Poor n/a=Not Applicable

Items Grade

Overall evaluation on the paper

1. Contribution to existing knowledge 5
2. Novel ideas/concepts/techniques 5
3. Complete and accurate figures and tables 4
4. Appropriate formatting and structure 4
5. Readability 3
6. Correct analysis 5
7. Soundness of methodology 5
8. Evidence supports conclusion 5
9. Adequacy of literature review 4
10. Clear, concise and interesting writing 3
X8 Summary

This manuscript presents a well-structured and empirically robust analysis of the impact of
pay gaps on corporate innovation in Indonesian public firms. It makes a valuable contribution
by integrating tournament and equity theories, providing fresh insights into compensation
strategies. The research methodology is strong, employing advanced econometric
techniques to ensure robustness.

o,

< Strengths

a. The study explores the effects of vertical and horizontal pay gaps on innovation, an area
with limited existing research.

b. The use of OLS, 2SLS, and entropy balance matching enhances the credibility of the results.

c. The findings are well-supported with comprehensive statistical analysis and robustness
tests.

d. The research provides actionable insights for policymakers and corporate managers in
designing compensation structures to foster innovation.

o Weaknesses

a. Some sections, particularly those discussing methodology and robustness checks, are
overly technical and could be more concise.

b. While comprehensive, some tables are dense and may benefit from more intuitive visual
representations.

C. More references to recent studies (2022-2023) would strengthen the literature review.

X/

% Suggestions to Author/s

a. Simplify complex explanations, especially in the methodology and discussion sections, to
make the paper more accessible.

b. Summarize key findings in a more intuitive format, such as diagrams or simplified tables.

c. Incorporate more studies from 2022-2023 to ensure that the research is up to date.




d. Expand on how these findings can inform corporate and governmental policies on
compensation structures.

PART III

Recommend the appropriate section for this paper (Please mark “X” for appropriate option)

(x ) Original Article

() Review Article

() Case Report

() Short Communication

PART IV

Recommendation to Editor (Please mark “X” for appropriate option)

() Excellent, accept the submission (5)

() Good, accept the submission with minor revisions required (4)
(x) Acceptable, revisions required (3)

() Resubmit for review, major revisions required (2)

() Decline the submission (1)

Appendix

Ethical Guidelines for Reviewers

e Respect confidentiality.

e Respect copyright protection of submissions by not using in their own research or work any

unpublished data, information, interpretation, or discussion from a submitted article.

e Maintain objectivity in reviewing submissions and avoid personal criticism of authors.

e Be aware of potential conflicts of interest (financial, institutional, collaborative, or other
relationships between the reviewer and author) and be willing to alert the editor to these, even if

it means withdrawing themselves from reviewing a manuscript.

e Bevigilant for plagiarized material and/or falsified and/or manipulated data and be willing to alert

the editor if this is suspected in a manuscript.



Re: Scopus

From Economics Journal <editorial.papers.economics@gmail.com>
To <budiandriani@privietlab.org>
Date 2025-02-1214:56

[w] Review form (3).docx(~214 KB) [A Instrukcije-eur (1) (1).pdf (~67 KB)

Dear,
We are sending you the second review. You may now revise your paper according to the provided feedback.

Additionally, as stated at the beginning, payment is required after receiving the reviews. The payment should be made via SWIFT bank transfer, and the total
amount is 700 EUR + VAT (17%), equaling 819 EUR. Payment instructions are attached.

Please confirm receipt of this email and inform us about the next steps.

sri, 12. velj 2025. u 05:39 <budiandriani@privietlab.org> napisao je:
Dear Editor,

We need to revise now or wait for second review?
Regards

On 2025-02-10 21:08, Economics Journal wrote:

> Dear,

>

> We are sending you the first review of your paper. We hope that the
> second review will be completed soon.

>

> sub, 8. velj 2025. u 18:52 <budiandriani@privietlab.org> napisao je:

>

>> Dear Editor,

>>

>> Ok we will wait

>>

>> Regards,

>>

>> 0n 2025-02-08 20:08, Economics Journal wrote:

>>> Dear,

>>>

>>> Your paper has been sent for the review process. We need to be
>> patient

>>> while the esteemed reviewers complete their evaluations.

>>>

>>> sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org> napisao
>> je:

>>>

>>>> Dear Editor,

>>>>

>>>>|m sorry for wrong attachment in email before | attach th new
>> file

>>>> already meets requirement with your template

>>>>

>>>> We agree for pay that apc after acceptance

>>>>

>>>> Regards,

>>>>

>>>>0n 2025-02-08 15:18, Economics Journal wrote:

>>>>> We have received your esteemed paper and appreciate your choice
>> of

>>>> our

>>>>> journal. The topic: _How Vertical and Horizontal Pay Gaps in
>>>> Research

>>>>> and Development Affect Corporate Innovation in Indonesian Public
>>>>> Firms___ is interesting, as is the research itself, and it

>>>> certainly

>>>>> deserves the attention of our journal.

>>>>>

>>>>> The editorial board kindly requests that you format your paper
>>in

>>>>> accordance with our guidelines, as this is the minimum
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>> requirement

>>>> for

>>>>> continuing our collaboration. The abstract must be significantly
>>>>> improved to meet international standards, as follows:

>>>>>

>>>>> The abstract (200-250 words) needs to clearly present the main
>>>> idea

>>>>> of the paper and research results. It must include sufficient
>>>>> information for readers to assess the nature and significance of
>>>> the

>>>>> topic. The abstract should summarize the objectives of the

>> paper,

>>>>> methodology, results, and conclusions. To enhance the visibility
>>>> of

>>>>> the article, the abstract should reiterate keywords and phrases
>>>> while

>>>>> avoiding unnecessary repetition.

>>>>>

>>>>> The references must be arranged in alphabetical order by the
>>>> authors'

>>>>> |ast names and chronologically for works by the same author.
>>>> Citations

>>>>> should be formatted according to the prescribed standards for
>>>> books,

>>>>> journals, and other sources.

>>>>>

>>>>> |f you accept these conditions, please inform us. After positive
>>>>> reviews, an APC of 700 EUR must be paid.

>>>>>

>>>>> |f you agree with the stated terms, please notify us so we can
>>>> proceed

>>>>> with the publication process. For any further questions, we
>>remain

>>>> gt

>>>>> your disposal.

>>>>>

>>>>> -

>>>>>

>>>>> _Best regards,_

>>>>>

>>>>> Sara Drakul

>>>>>

>>>>>_CO-EDITOR_

>>>>>_"Economics" Journal_
>>>>>_economics.oikos.institut@gmail.com_
>>>>>_www.oikosinstitut.org [1] [1] [1]_

>>>>> https://economicsrs.com/index.php/eier/index

>>>>>
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PART II

Evaluation (Please assign the score for each item below)

5=Excellent 4=Good 3=Average 2=Below Average 1=Poor n/a=Not Applicable

Items Grade

Overall evaluation on the paper

1. Contribution to existing knowledge 4
2. Novel ideas/concepts/techniques 4
3. Complete and accurate figures and tables 4
4. Appropriate formatting and structure 4
5. Readability 4
6. Correct analysis 4
7. Soundness of methodology 4
8. Evidence supports conclusion 4
9. Adequacy of literature review 4
10. Clear, concise and interesting writing 4
X8 Summary

The study examines how pay gaps affect corporate innovation in Indonesia. It
focuses on two types of pay disparities:

Vertical Pay Gap (GAPMT-RDP): The gap between management and R&D personnel.
Horizontal Pay Gap (GAPRDP-OE): The gap between R&D personnel and other
employees.

X/

< Strengths

1. Focuses on a critical aspect of corporate innovation: compensation structures.
2. Uses a quantitative approach with reliable data sources.
Measures innovation through tangible metrics like patent applications and citations.

X/

23 Weaknesses

Limited to publicly listed firms, which may not represent the broader corporate
landscape.

Data from 2018-2022 may not capture recent trends or changes in compensation|
practices.

May not account for qualitative factors influencing innovation, such as company
culture or leadership styles
<> Suggestions to Author/s

Expand the study to include non-listed firms for a more comprehensive view.
Consider updating the data to include more recent years to reflect current trends.
Include qualitative data to provide a holistic understanding of the factors influencing innovation.
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Recommend the appropriate section for this paper (Please mark “X” for appropriate option)

() Original Article

() Review Article

() Case Report

() Short Communication
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Recommendation to Editor (Please mark “X” for appropriate option)

() Excellent, accept the submission (5)

() Good, accept the submission with minor revisions required (4)
() Acceptable, revisions required (3)

() Resubmit for review, major revisions required (2)

() Decline the submission (1)
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e Be aware of potential conflicts of interest (financial, institutional, collaborative, or other
relationships between the reviewer and author) and be willing to alert the editor to these, even if
it means withdrawing themselves from reviewing a manuscript.

e Bevigilant for plagiarized material and/or falsified and/or manipulated data and be willing to alert
the editor if this is suspected in a manuscript.
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From Economics Journal <editorial.papers.economics@gmail.com>
To <budiandriani@privietlab.org>
Date 2025-02-18 14:56

Budiandriani.pdf(~161 KB)

Dear,

We are issuing you a letter of acceptance so that you can proceed with the payment. Please continue with revising the work and making the payment. The payment
needs to be completed as soon as possible so that we can proceed with the next steps.

uto, 18. velj 2025. u 08:12 <budiandriani@privietlab.org> napisao je:
Dear Editor,

We will submit the revision this weekend and make a payment next week,
because we need some process to make transfer in euro

is it possible after the revision, the journal send us the acceptance
before the payment?

Regards,

On 2025-02-17 16:14, Economics Journal wrote:

> Dear,

>

> Please ensure to respond to our emails efficiently. This is crucial

> for a successful collaboration.

>

> Could you kindly inform us when we can expect the corrected work and
> payment? The process will be suspended until the payment is made.
>

> sri, 12. velj 2025. u 08:56 Economics Journal

> <editorial.papers.economics@gmail.com> napisao je:

>

>> Dear,

>>

>> We are sending you the second review. You may now revise your paper
>> according to the provided feedback.

>>

>> Additionally, as stated at the beginning, payment is required after
>>receiving the reviews. The payment should be made via SWIFT bank
>> transfer, and the total amount is 700 EUR + VAT (17%), equaling 819
>> EUR. Payment instructions are attached.

>>

>> Please confirm receipt of this email and inform us about the next
>> steps.

>>

>> sri, 12. velj 2025. u 05:39 <budiandriani@privietlab.org> napisao

>> je:

>>

>>> Dear Editor,

>>>

>>> We need to revise now or wait for second review?

>>>

>>> Regards

>>>

>>>0n 2025-02-10 21:08, Economics Journal wrote:

>>>> Dear,

>>>>

>>>> We are sending you the first review of your paper. We hope that
>>>the

>>>> second review will be completed soon.

>>>>

>>>> sub, 8. velj 2025. u 18:52 <budiandriani@privietlab.org> napisao

>>>je:

>>>>
>>>>> Dear Editor,
>>>>>

>>>>> Ok we will wait
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>>>>>

>>>>> Regards,

>>>>>

>>>>> 0n 2025-02-08 20:08, Economics Journal wrote:

>>>>>> Dear,

>>>5>>>

>>>>>> Your paper has been sent for the review process. We need to be
>>>>> patient

>>>>>> while the esteemed reviewers complete their evaluations.
>>>5>>>

>>>>>> sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org>
>>> napisao

>>>>> je:

>>>5>>>

>>>>>>> Dear Editor,

>>>5>>>>

>>>>>>> |m sorry for wrong attachment in email before | attach th new
>>>>> file

>>>>>>> already meets requirement with your template

>>5>5>>>>

>>>>>>> We agree for pay that apc after acceptance

>>>5>>>>

>>>>>>> Regards,

>>>5>>>>

>>>>>>> 0n 2025-02-08 15:18, Economics Journal wrote:

>>>>>>>> We have received your esteemed paper and appreciate your
>>> choice

>>>>> of

>>>>>>> oUur

>>>>>>>> journal. The topic: _How Vertical and Horizontal Pay Gaps
>>> in

>>>>>>> Research

>>>>>>>> and Development Affect Corporate Innovation in Indonesian
>>> Public

>>>>>>>> Firms___ is interesting, as is the research itself, and it
>>>>>>> certainly

>>>>>>>> deserves the attention of our journal.

>>>5>>>5>>

>>>>>>>> The editorial board kindly requests that you format your
>>> paper

>>>>> in

>>>>>>>> gccordance with our guidelines, as this is the minimum
>>>>> requirement

>>>>>>> for

>>>>>>>> continuing our collaboration. The abstract must be

>>> significantly

>>>>>>>> improved to meet international standards, as follows:
>S5>>>>>>

>>>>>>>> The abstract (200-250 words) needs to clearly present the
>>> main

>>>>>>> jdea

>>>>>>>> of the paper and research results. It must include

>>> sufficient

>>>>>>>> information for readers to assess the nature and

>>> significance of

>>>>>>> the

>>>>>>>> topic. The abstract should summarize the objectives of the
>>>>>papen

>>>>>>>> methodology, results, and conclusions. To enhance the
>>> visibility

>>>>>>> of

>>>>>>>> the article, the abstract should reiterate keywords and

>>> phrases

>>>>>>> while

>>>>>>>> gvoiding unnecessary repetition.

S55>5>>5>>

>>>>>>>> The references must be arranged in alphabetical order by the
>>>>>>> guthors'

>>>>>>>> |ast names and chronologically for works by the same author.
>>>>>>> Citations

>>>>>>>> should be formatted according to the prescribed standards
>>> for
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>>>>>>> books,

>>>>>>>> journals, and other sources.

SS>>>5>>>

>>>>>>>> |f you accept these conditions, please inform us. After
>>> positive

>>>>>>>> reviews, an APC of 700 EUR must be paid.

SS>>>5>>>

>>>>>>>> |f you agree with the stated terms, please notify us so we
>>> can

>>>>>>> proceed

>>>>>>>> with the publication process. For any further questions, we
>>>>>remain

>>>>>>> at

>>>>>>>> your disposal.

S>S>>>5>>>

SS>>5>5>5>> -

S>5>>5>5>>>

>>>>>>>> _Best regards,_

SS>>>5>>>

>>>>>>>> Sara Drakul

>SS>>>5>>>

>>>>>>>>_CO-EDITOR_

>>>>>>>> _"Economics” Journal_
>>>>>>>>_economics.oikos.institut@gmail.com_

>>>>>>>> _www.oikosinstitut.org [1] [1] [1] [1]=

>>>>>>>> https://economicsrs.com/index.php/eier/index

>5>>>>>>

>S>5>>>5>>>

>>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml
S>5>>5>5>>>

>>>>>>>> +387 55 423 183

>S5>>5>5>>>

>>>>>>>>+387 63 984 290

SS>>5>>>>
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HOW VERTICAL AND HORIZONTAL PAY GAPS IN RESEARCH AND DEVELOPMENT
AFFECT CORPORATE INNOVATION IN INDONESIAN PUBLIC FIRMS
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Re: Scopus

From <budiandriani@privietlab.org>
To Economics Journal <editorial.papers.economics@gmail.com>
Date 2025-03-17 16:46

[&) IMG_3559.png (~194 KB)
Dear Editor,

Im sorry for late but since 5 march our finance department try to send you but failed from bank so i cant semd you the proof, and from 10
march i sick and in patient in hospital,

I sent you today from another platform please inform me if you received our payment
After you received the payment I will send you the revision file
You can track the payment here

https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileAppI0S&utm_content=moneyTracker&utm_medium=copy

Regards,

On 2025-03-10 16:08, Economics Journal wrote:
Dear,

Since you have not responded to our emails for a while, we are giving
you one more opportunity. Please confirm if and when you will make the
payment. We are making the final preparations for our issue, and you
are the only author who has not completed the payment and submitted
the revised paper. If you do not do so and fail to respond to this
email, we will consider that you have withdrawn from publication. Many
authors are eager to publish their work and do not have the
opportunity, so we kindly ask for a response from you within 2 days.

pon, 3. ozu 2025. u 10:32 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:

Dear,

Considering that you stated four days ago that the payment would be
made, we kindly ask you to confirm whether the payment has been
processed and to provide us with proof of payment.

pet, 28. velj 2025. u 08:38 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:

Dear,

Thank you for the information provided. Kindly send us proof of
payment once the transaction has been completed. Please note that
the process is currently on hold until the payment is received.

We appreciate your cooperation.

cet, 27. velj 2025. u 18:12 <budiandriani@privietlab.org> napisao

je:
DEar Editor,

the payment will be made tomorrow, and the revision in this weekend,
we
got some delay in revision so sorry for perfect revision we made

Regards,

On 2025-02-26 15:03, Economics Journal wrote:

Dear,

When can we expect to receive the corrected paper? When will the
payment be made?

It is very important that we work efficiently.

uto, 18. velj 2025. u 08:56 Economics Journal
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<editorial.papers.economics@gmail.com> napisao je:

Dear,

We are issuing you a letter of acceptance so that you can proceed
with the payment. Please continue with revising the work and

making
the payment. The payment needs to be completed as soon as
possible

so that we can proceed with the next steps.

uto, 18. velj 2025. u 08:12 <budiandriani@privietlab.org> napisao

je:

Dear Editor,

We will submit the revision this weekend and make a payment next
week,

because we need some process to make transfer in euro

is it possible after the revision, the journal send us the
acceptance

before the payment?

Regards,

On 2025-02-17 16:14, Economics Journal wrote:
Dear,

Please ensure to respond to our emails efficiently. This is
crucial

for a successful collaboration.

Could you kindly inform us when we can expect the corrected

work

and

payment? The process will be suspended until the payment is
made.

sri, 12. velj 2025. u 08:56 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:

Dear,

We are sending you the second review. You may now revise your

paper
according to the provided feedback.

Additionally, as stated at the beginning, payment is required
after

Ireceiving the reviews. The payment should be made via SWIFT
bank

Itransfer, and the total amount is 700 EUR + VAT (17%),

equaling
819

EUR. Payment instructions are attached.

Please confirm receipt of this email and inform us about the
next

steps.

sri, 12. velj 2025. u 05:39 <budiandriani@privietlab.org>

napisao

je:

Dear Editor,

We need to revise now or wait for second review?

Regards

On 2025-02-10 21:08, Economics Journal wrote:
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Dear,

We are sending you the first review of your paper. We hope
that
the

second review will be completed soon.

sub, 8. velj 2025. u 18:52 <budiandriani@privietlab.org>

napisao

je:

Dear Editor,

Ok we will wait

Regards,

On 2025-02-08 20:08, Economics Journal wrote:

Dear,

Your paper has been sent for the review process. We need

be
patient
while the esteemed reviewers complete their evaluations.
sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org>
napisao
je:
Dear Editor,
Im sorry for wrong attachment in email before I attach th
new
file
already meets requirement with your template
We agree for pay that apc after acceptance
Regards,
On 2025-02-08 15:18, Economics Journal wrote:
IWe have received your esteemed paper and appreciate your
choice
of
our
Ijournal. The topic: _How Vertical and Horizontal Pay
Gaps
in
Research
Iand Development Affect Corporate Innovation in
onesian
Public
| IIIFirms___ is interesting, as is the research itself,
it
certainly
deserves the attention of our journal.
The editorial board kindly requests that you format your
paper

in
Illaccordance with our guidelines, as this is the minimum
requirement

for

Icontinuing our collaboration. The abstract must be

significantly
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improved to meet international standards, as follows:
The abstract (200-250 words) needs to clearly present
the
main
idea
Iof the paper and research results. It must include
sufficient
Ilinformation for readers to assess the nature and
significance of
the
Itopic. The abstract should summarize the objectives of
the
paper,
Ilmethodology, results, and conclusions. To enhance the
visibility
of
Ithe article, the abstract should reiterate keywords and
phrases
while
avoiding unnecessary repetition.
The references must be arranged in alphabetical order by
the
authors'
Ilast names and chronologically for works by the same
author.
Citations
Ishould be formatted according to the prescribed
ndards
for
books,
journals, and other sources.
If you accept these conditions, please inform us. After
positive
reviews, an APC of 700 EUR must be paid.
If you agree with the stated terms, please notify us so
we
can
proceed
Iwith the publication process. For any further questions,
we
remain
at
your disposal.
_Best regards,
Sara Drakul
_CO-EDITOR_
_"Economics" Journal_
economics.oikos.institut@gmail.com
_www.oikosinstitut.org [1] [1] [1] [1] [1] [1]_
https://economicsrs.com/index.php/eier/index
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Re: Scopus

From <budiandriani@privietlab.org>
To Economics Journal <editorial.papers.economics@gmail.com>
Date 2025-03-20 02:43

answer reviewer 1-2.pdf(~110 KB) [w] final revision.docx (~328 KB)

Dear Editor,

We attach the answer for reviewers comments, and the final version after revision and proofread
what month this paper will published?

Regards,



On 2025-03-19 17:20, Economics Journal wrote:



Dear,

Thank you.

sri, 19. ozu 2025. u 11:13 <budiandriani@privietlab.org> napisao je:

Dear Editor

Thank you very much will be sent you the latest tomorrow

I attach the my co author CV if there is opportunity to become
editorial

member for you esteemed journal, he part of 2% scientist

Regards,

On 2025-03-19 16:53, Economics Journal wrote:

Dear,

the

paper according to the reviewers' comments.

sri, 19. ozZu 2025. u 10:09 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:

Dear,

happen today.

je:

Dear Editor,

We sent you 17 euro more, are you received our payment?

Regards,

On 2025-03-17 18:26, Economics Journal wrote:

Dear,

We would like to inform you that we have received 807 EUR.

However,

settled.

We would like to inform you that the payment has been successfully
processed. We are proceeding with the next steps. Please revise

We will notify you once we receive the bank statement. This will

sri, 19. ozu 2025. u 05:55 <budiandriani@privietlab.org> napisao

Ithere is still a remaining balance of 12 EUR that needs to be

Please note that we must receive a total of 819 EUR, and you

are
responsible for covering any bank fees required by your bank.
Kindly arrange for the payment of the remaining amount at your
earliest convenience.
pon, 17. ozu 2025. u 11:05 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
Understood. We will notify you once the funds arrive.
If the payment does not reach us within three days, you will
need to
try an alternative payment method.
pon, 17. ozu 2025. u 11:03 <budiandriani@privietlab.org>
napisao
||je:
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Dear Editor,

We try this first, if failed I will try another method

Regards,

On 2025-03-17 16:50, Economics Journal wrote:

Dear,

Thank you for the information. We will notify you once the

funds

arrive in our bank account.

If there are any issues with the bank transfer, you also

have
the
option to make the payment via Western Union.
pon, 17. ozZu 2025. u 10:46 <budiandriani@privietlab.org>
napisao je:
Dear Editor,
Im sorry for late but since 5 march our finance department
try
to
send you but failed from bank so i cant semd you the proof,
and
from
10 march i sick and in patient in hospital,
I sent you today from another platform please inform me if
you
received our payment
After you received the payment I will send you the revision
file
You can track the payment here

https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileAppIOS&utm_content=moneyTracker&utm_medium=copy

Regards,
On 2025-03-10 16:08, Economics Journal wrote: Dear,

Since you have not responded to our emails for a while, we

giving
you one more opportunity. Please confirm if and when you
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will

make

the
payment. We are making the final preparations for our

issue,
and you
|are the only author who has not completed the payment and |
submitted
|the revised paper. If you do not do so and fail to respond |
to
this
email, we will consider that you have withdrawn from
publication.
Many
authors are eager to publish their work and do not have the
opportunity, so we kindly ask for a response from you
within
2
days.
pon, 3. oZzu 2025. u 10:32 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
Considering that you stated four days ago that the payment
would be
made, we kindly ask you to confirm whether the payment has
been
processed and to provide us with proof of payment.
pet, 28. velj 2025. u 08:38 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
Thank you for the information provided. Kindly send us
proof
of
payment once the transaction has been completed. Please
note
that

the process is currently on hold until the payment is

received.
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We appreciate your cooperation.

cet, 27. velj 2025. u 18:12 <budiandriani@privietlab.org>

napisao
je:
DEar Editor,

the payment will be made tomorrow, and the revision in this

weekend,

we

got some delay in revision so sorry for perfect revision we

made

Regards,

On 2025-02-26 15:03, Economics Journal wrote: Dear,

When can we expect to receive the corrected paper? When

will
the
payment be made?
It is very important that we work efficiently.
uto, 18. velj 2025. u 08:56 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
We are issuing you a letter of acceptance so that you can
proceed
with the payment. Please continue with revising the work
and
making
the payment. The payment needs to be completed as soon as
possible
so that we can proceed with the next steps.
uto, 18. velj 2025. u ©8:12 <budiandriani@privietlab.org>
napisao
je:
Dear Editor,
We will submit the revision this weekend and make a payment
next
week,
because we need some process to make transfer in euro
is it possible after the revision, the journal send us the
acceptance
before the payment?
Regards,
On 2025-02-17 16:14, Economics Journal wrote: Dear,
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Please ensure to respond to our emails efficiently. This is

crucial

for a successful collaboration.

Could you kindly inform us when we can expect the corrected

work

and payment? The process will be suspended until the payment

is
made.
sri, 12. velj 2025. u 08:56 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
We are sending you the second review. You may now revise
our
paper
according to the provided feedback.
Additionally, as stated at the beginning, payment is
required
after
Ireceiving the reviews. The payment should be made via SWIFT
bank
Itransfer, and the total amount is 700 EUR + VAT (17%),
equaling
819 EUR. Payment instructions are attached.
Please confirm receipt of this email and inform us about the
next
steps.
sri, 12. velj 2025. u 05:39 <budiandriani@privietlab.org>
napisao
je:
Dear Editor,
We need to revise now or wait for second review?
Regards
On 2025-02-10 21:08, Economics Journal wrote: Dear,
We are sending you the first review of your paper. We hope
that
the second review will be completed soon.
sub, 8. velj 2025. u 18:52 <budiandriani@privietlab.org>
napisao
je:
Dear Editor,
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Ok we will wait

Regards,

On 2025-02-08 20:08, Economics Journal wrote: Dear,

Your paper has been sent for the review process. We need

to

Ibe patient while the esteemed reviewers complete their

evaluations.

sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org>

napisao

je:
Dear Editor,

Im sorry for wrong attachment in email before I attach th

new

file already meets requirement with your template

We agree for pay that apc after acceptance

Regards,

On 2025-02-08 15:18, Economics Journal wrote: We have

received

your

Iesteemed paper and appreciate your

choice

IoF our journal. The topic: _How Vertical and Horizontal Pay

Gaps

Iin Research and Development Affect Corporate Innovation in

Indonesian

IPublic Firms is interesting, as is the research itself,

and

it certainly deserves the attention of our journal.

The editorial board kindly requests that you format your

paper

Iin accordance with our guidelines, as this is the minimum

requirement

Ifor continuing our collaboration. The abstract must be

significantly
improved to meet international standards, as follows:

The abstract (200-250 words) needs to clearly present

the

Imain idea of the paper and research results. It must include

sufficient

Iinformation for readers to assess the nature and

significance of

Ithe topic. The abstract should summarize the objectives of

the
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Ipaper, methodology, results, and conclusions. To enhance the

visibility

Iof the article, the abstract should reiterate keywords and

phrases

while avoiding unnecessary repetition.

The references must be arranged in alphabetical order by

the

authors' last names and chronologically for works by the

same

author.

Citations should be formatted according to the prescribed
standards

for books, journals, and other sources.

If you accept these conditions, please inform us. After
positive

reviews, an APC of 700 EUR must be paid.

If you agree with the stated terms, please notify us so
we

can proceed with the publication process. For any further
questions,
we

remain at your disposal.

_Best regards, _

Sara Drakul

_CO-EDITOR_

_"Economics" Journal_

economics.oikos.institut@gmail.com
_www.oikosinstitut.org [1] [2] [2] [1] [1 [2]] [2 [2]] [1

[2]] [1
[2]]

(1 [2]]

(1 [2]]_

https://economicsrs.com/index.php/eier/index
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Dear Reviewer,

We sincerely appreciate your detailed feedback and constructive suggestions regarding our manuscript "How Vertical
and Horizontal Pay Gaps in Research and Development Affect Corporate Innovation in Indonesian Public Firms."
Your insights have helped us enhance the clarity, accessibility, and impact of our study. Below, we address each of your
comments and outline the revisions made in response.

Reviewer 1

1. Some sections, particularly those discussing methodology and robustness checks, are ovetly technical and could be
more concise

Response:
We acknowledge that the methodology and robustness checks contained extensive technical details, which might be
challenging for some readers. To improve readability, we have:

e Streamlined the methodology section by keeping core details while referring readers to supplementary
materials for detailed statistical explanations.

e Simplified the robustness checks by highlighting key takeaways instead of presenting every statistical nuance.

e Enhanced readability in the discussion section by ensuring that results are clearly linked to theoretical
implications without unnecessary complexity.

These changes ensure the paper remains methodologically rigorous while being more accessible to a wider audience.
2. While comprehensive, some tables are dense and may benefit from more intuitive visual representations

Response:
We appreciate this feedback and have taken the following actions:

o Reformatted tables to improve clarity, ensuring that key figures and takeaways are more easily interpretable.

e Added visual representations, including simplified diagrams and summary charts, to better communicate
findings in an intuitive manner.

e Grouped related information in a structured manner to reduce the cognitive load when reviewing tables.
These modifications make the presentation of results more intuitive while maintaining their scientific rigot.
3. More references to recent studies (2022-2023) would strengthen the literature review

Response:
We have incorporated recent literature from 2022-2023 to ensure the study is aligned with the latest advancements in
the field. Specifically, we:

e Expanded the literature review with recent empirical studies on pay structures and innovation.

e Updated citations to include recent findings in corporate finance, human resource management, and
organizational behavior related to compensation structures.

e Integrated more contemporary discussions on the role of state-owned enterprises (SOEs) and equity
concerns in innovation.

This ensures that the study reflects current trends and builds upon the most recent scholarship.

4. Simplify complex explanations, especially in the methodology and discussion sections, to make the paper more
accessible



Response:
We have revised both the methodology and discussion sections to improve readability and accessibility. This includes:

o C(larifying explanations using simpler language without losing depth.

e  Breaking down complex statistical findings into intuitive takeaways.

e Providing real-world examples to illustrate key insights on pay structures and corporate innovation.
These improvements enhance the readability of the paper while maintaining its academic rigor.
5. Expand on how these findings can inform corporate and governmental policies on compensation structures

Response:
We have strengthened the implications section by detailing specific recommendations for policymakers and corporate
leaders:

o We suggest designing compensation structures that balance performance incentives and fairness to optimize
innovation outcomes.

e We discuss how government regulations on pay equity and SOE governance can influence firm-level
innovation.

o We propose investigating how cultural differences in pay perceptions impact innovation across industries and
firm sizes.

These refinements bridge the gap between theoretical insights and practical applications.

Reviewer 2
1. Limited to publicly listed firms, which may not represent the broader corporate landscape

Response:

We acknowledge this limitation and have explicitly stated it in the limitations and future research section of our
discussion. The study focuses on publicly listed firms due to the availability of reliable and standardized compensation
and innovation data (e.g, financial reports, annual disclosures, and patent filings). However, we recognize that privately
owned and smaller firms may experience different compensation structures and innovation dynamics. In future
research, we propose expanding the sample to include non-listed firms, startups, and SMEs, as their compensation
models and innovation incentives may differ significantly from large, publicly listed corporations.

2. Consider updating the data to include more recent years to reflect current trends

Response:

Our dataset covers the period 2018-2022, which captures five years of corporate pay structures and innovation trends.
We agree that more recent data could provide additional insights, particularly considering post-pandemic economic
shifts that may have affected compensation practices. However, at the time of our data collection, publicly available
data for 2023 and beyond was limited. We have noted this as a potential area for future research, suggesting that
subsequent studies could extend the analysis to cover a longer time horizon to examine how pay structures evolve
with regulatory and market changes.

3. May not account for qualitative factors influencing innovation, such as company culture or leadership styles

Response:

We appreciate this suggestion and recognize that corporate culture, leadership styles, and informal organizational
practices can play a crucial role in innovation. While our study primarily employs a quantitative approach, we have now
added a discussion in the implications section about how qualitative factors may interact with pay disparities to
influence innovation. Additionally, we suggest that future research employ mixed-method approaches, incorporating



interviews, case studies, or surveys with R&D personnel and management to better capture the non-monetary
influences on innovation motivation.

Additional Improvements Based on Reviewer 2’s Feedback

1. We have strengthened the literature review by incorporating additional studies that examine the interplay
between pay structure, motivation, and corporate innovation in different organizational settings.

2. Given the unique role of state-owned enterprises (SOEs) in Indonesia, we have provided a more detailed
analysis of how SOE compensation structures differ from private firms and how this affects innovation
output.

3. We emphasized the robustness of our empirical approach by discussing how OLS, 2SLS, Tobit regression,
propensity score matching (PSM), and entropy balancing help address potential endogeneity issues and ensure
the reliability of results.

We are grateful for the constructive feedback provided by Reviewer 2. These suggestions have helped us clarify the
study’s contributions, acknowledge its limitations, and propose valuable directions for future research. We have
carefully revised our manuscript to reflect these improvements, and we believe it is now stronget, clearer, and more
impactful.

Thank you once again for your insightful comments. We look forward to your feedback on the revised version.

Sincerely,
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ABSTRACT

This study examines how vertical and horizontal pay disparities
influence corporate innovation in publicly listed Indonesian firms from
2018 to 2022. Using a dataset of 1,505 firm-year observations, we apply
Social Comparison Theory to analyze how perceived compensation
inequalities impact innovation performance, measured by patent filings
and citations. To ensure robustness, we employ Ordinary Least Squares
(OLS), Two-Stage Least Squares (2SLS), Propensity Score Matching
(PSM), Difference-in-Differences (DID), Entropy Balancing, and Tobit
Regression. The results indicate that vertical pay disparity (CV_MT-
RDP) positively affects patent quantity but negatively impacts patent
quality, implying that larger managerial pay gaps encourage more
patents but may not enhance their impact. Conversely, horizontal pay
disparity (CV_RDP-OE) consistently reduces both patent output and
citation impact, demonstrating that excessive pay differences across
departments undermine cross-functional collaboration and innovation
efficiency. Further, state-owned enterprises (SOEs) experience stronger
negative effects of pay disparities on innovation than private firms,
reinforcing the role of fairness concerns in shaping employee
motivation. These findings suggest that firms should strategically design
compensation policies to balance tournament incentives and pay equity
to sustain long-term innovation performance.

Keywords: Corporate innovation, pay gap, R&D incentives, state-
owned enterprises, financial compensation, performance-based
incentives

Indonesia's commitment to research and development (R&D) remains modest compared to
global standards. In 2020, the country's R&D expenditure was approximately 0.28% of its
Gross Domestic Product (GDP), which is relatively low compared to other nations such as
South Korea, which invests around 4.9% of its GDP in R&D (World Bank, 2024). According
to the Global Innovation Index (GII) (2023), Indonesia is ranked 61st among the 132
economies. This marks a significant improvement over previous years, where Indonesia ranked
75th in 2022, 87th in 2021, and 85th in 2020. Despite this progress, Indonesia's position remains
modest compared to that of other nations, reflecting its relatively low investment in R&D. This
limited investment in R&D contributes to Indonesia's current standing in global innovation

rankings.
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Figure 1. Indonesia GII Ranking (2020-2023)
Source: (Global Innovation Index (GII), 2023)

This improvement indicates significant strides in the country's innovation landscape (see Figure
1). Specifically, the rankings for innovation input factors, such as institutional frameworks,
infrastructure, and market sophistication, have steadily improved, climbing from 91st in 2020
to 64th in 2023. Similarly, innovation outputs, which measure tangible results such as patents
and technological developments, have improved from 76th in 2020 to 63rd in 2023. This
positive trajectory suggests that Indonesia has effectively enhanced both the foundational
elements required for innovation and its capacity to convert inputs into productive outcomes.
Despite these advancements, however, the overall rankings demonstrate that Indonesia's
innovation capabilities still lag behind global leaders.

The modest innovation rankings highlight the urgent need to identify internal organizational
factors that could significantly boost corporate innovation in Indonesia. Prior studies have
extensively explored the various determinants of corporate innovation (Manso, 2011), including
financial structure (Hausman & Johnston, 2014), corporate governance (Fahlevi et al., 2022),
and knowledge management (Chemmanur & Tian, 2012). However, the influence of internal
organizational compensation structures, particularly those involving R&D personnel, remains
relatively understudied, especially in emerging markets (Chang et al., 2015). To bridge this gap,
we propose examining two novel indicators of pay dispersion using the Coefficient of Variation
(CV), calculated as the ratio of the standard deviation to mean salary within relevant employee
groups. Specifically, we investigate the vertical pay gap, defined as the CV between
management and R&D teams (CV_MT-RDP), and the horizontal pay gap between R&D teams
and other departmental employees (CV_RDP-OE). Adopting this approach aligns with recent
research that suggests that relative dispersion measures more accurately capture perceived
compensation inequality and its impact on employee motivation and collaboration (Faleye et
al., 2013; Mueller et al., 2017). Analyzing these pay dispersion measures is critical, as R&D
personnel are key agents that directly influence firms’ innovative outputs, and understanding
their motivational environment is essential for enhancing innovation outcomes.

Beyond financial resources alone, internal pay structures significantly shape how R&D
personnel perceive their relative value and status within an organization, influencing their
willingness to innovate and collaborate effectively (Faleye et al., 2013; Mueller et al., 2017).
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This study builds upon social comparison theory (Festinger, 1954), which posits that employees
assess their organizational standing and compensation fairness by comparing themselves with
similar-level colleagues across departments. Unlike absolute compensation levels, perceptions
arising from such comparisons directly impact morale, trust, and propensity to engage in
innovative and collaborative efforts (Breza et al., 2017; Card et al., 2012). Specifically, we
hypothesize that a pronounced vertical pay disparity, measured using the coefficient of variation
between management and R&D personnel salaries (CV_MT-RDP), could generate negative
comparisons, leading R&D personnel to perceive themselves as undervalued compared with
management. Such perceptions may demotivate R&D staff and reduce their initiatives toward
innovative projects. Furthermore, horizontal pay disparities, represented by the coefficient of
variation between R&D personnel and employees from other departments (CV_RDP-OE), may
amplify negative social comparisons, impairing cross-departmental collaboration essential for
innovation (Shaw, 2015; Trevor et al., 2012).

Utilizing comprehensive salary data from publicly listed Indonesian firms, our empirical
analysis confirms these hypotheses: both CV-based vertical and horizontal pay disparities
negatively correlate with corporate innovation outputs, particularly patent productivity and
citation frequency. These negative relationships are notably stronger within state-owned
enterprises (SOEs), reflecting heightened sensitivity toward perceived inequalities in
organizations with traditionally egalitarian cultures. Additionally, further analysis of industry-
level variations underscores that, while a certain level of managerial pay premium could be
justified to reward leadership responsibilities, excessively high managerial pay relative to R&D
and other departmental salaries can trigger adverse comparisons and significantly disrupt
innovation processes.

Unlike previous studies that primarily emphasize monetary incentives at the individual or
managerial level as key drivers of corporate innovation (Bobillo et al., 2018; Yang et al., 2022),
our study uniquely underscores the influence of perceived internal pay inequality on innovation
performance. Moving beyond absolute compensation levels, we introduce a novel
conceptualization of relative pay disparities using the coefficient of variation (CV), which better
captures employees' perceptions of pay fairness within organizational hierarchies and across
departments. Drawing upon social comparison theory (Festinger, 1954), we argue that
innovation emerges not only from direct financial incentives, but also significantly from
employees’ perceptions of their relative organizational value. Negative comparisons arising
from substantial pay disparities can impede collaboration, reduce motivation, and stifle creative
initiatives that are essential for innovation (Cullen & Perez-Truglia, 2022). Therefore, our study
provides fresh insights by illustrating how both vertical and horizontal pay disparities, as
perceived inequities rather than absolute gaps, critically shape innovation outcomes within
organizations. By integrating the psychological perspectives of fairness into the economic
analyses of corporate innovation, we uncover an underexplored dimension of how internal
organizational dynamics fundamentally affect firms' innovative capacities.

Our research addresses this gap by empirically demonstrating that relative pay disparities
captured through the coefficient of variation affect innovation not merely by shaping individual
behavior but by altering collaboration dynamics and motivational climates across departments.
Specifically, our study reveals that perceived vertical pay disparities between management and
R&D teams and horizontal pay disparities between R&D and other departmental employees
significantly influence corporate innovation by affecting internal collaboration and
organizational trust. This expands the application of social comparison theory beyond
traditional individual-level analyses, showing how collective perceptions of inequality can
substantially shape organizational innovation performance (Gartenberg & Wulf, 2017; Ma et
al., 2023; Nickerson & Zenger, 2008). Additionally, our decomposition analysis at the industry
level uncovers how managerial pay premiums when excessive can inadvertently trigger
negative social comparisons that undermine cooperative behavior essential for innovation,
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contrasting sharply with conventional economic theories suggesting that such premiums solely
serve to mitigate agency problems.

Our findings also have practical implications for the design of effective compensation strategies
to enhance innovation. For instance, firms, particularly state-owned enterprises characterized
by strong collective and egalitarian norms, should carefully manage horizontal pay disparities
across departments to maintain collaborative environments conducive to innovation.
Conversely, in private firms with more individualized, market-oriented cultures, modest vertical
pay distinctions that clearly reflect contribution differences may motivate innovation without
negatively affecting cross-departmental cooperation. Strategically positioning R&D pay within
industry benchmarks can help firms leverage relative compensation as a tool for sustaining
long-term innovation performance.

2. LITERATURE REVIEW

2.1. Social Comparison Theory

Social Comparison Theory was first proposed by Festinger (1954), who argued that individuals
possess an inherent drive to evaluate their own abilities, status, and circumstances by comparing
themselves to others. These comparisons serve as essential benchmarks for self-evaluation,
particularly when the objective criteria are lacking or unclear. Festinger (1954) highlighted two
primary types of social comparisons: upward comparison, which occurs when individuals
compare themselves with those perceived as superior, and downward comparison, which
involves comparisons with those perceived as inferior. Each type of comparison yields different
emotional and behavioral responses; upward comparisons may motivate self-improvement or
induce dissatisfaction, whereas downward comparisons might enhance self-esteem or reinforce
complacency (Buunk & Gibbons, 2007).

Researchers have expanded the scope of social comparison theory beyond individual self-
assessment, applying it to organizational contexts to understand workplace dynamics and
employee behaviors (Matthews & Kelemen, 2025; Roelof et al., 2023). Social comparisons
regarding compensation within organizations have become a critical area of study, as salary
represents a tangible metric for assessing one’s organizational value and status relative to peers.
Studies in this domain emphasize that employees frequently engage in comparisons with
coworkers who occupy similar positions or job roles (Watto et al., 2023). Negative social
comparisons resulting from perceived pay inequalities have consistently been shown to
decrease job satisfaction, motivation, and overall organizational commitment (Cullen & Perez-
Truglia, 2022; Maier et al., 2022).

In the specific context of corporate finance, social comparison theory suggests that perceived
fairness or unfairness in compensation not only affects individual motivation, but also
significantly shapes group cohesion and cooperative behaviors essential for innovation
activities (Nickerson & Zenger, 2008). If R&D personnel perceive their compensation as
unfairly low relative to their colleagues in management or other departments, negative
comparisons may arise, diminishing motivation, limiting information sharing, and hindering
the collaborative processes crucial to innovation success. Conversely, when compensation is
perceived as fair or justifiable, positive social comparisons can foster a cooperative culture that
enhances creative problem solving, knowledge exchange, and innovation productivity
(Gartenberg & Wulf, 2017; Watto et al., 2023).

Hierarchical structures and collectivist cultures can uniquely shape perceptions of
compensation (Mushtaq et al., 2022; Ruddin et al., 2020). Thus, applying social comparison
theory to analyze pay disparities both vertically (management vs. R&D) and horizontally (R&D
vs. other departments) provides valuable insights into how internal perceptions of fairness drive
collaborative innovation efforts within firms. This perspective allows us to better understand
the indirect psychological mechanisms linking internal financial structures to innovation
outcomes, thus contributing a novel theoretical lens to the existing innovation research.



2.2. Vertical Pay Disparity between Management and R&D Personnel and Corporate
Innovation

Corporate innovation depends not only on tangible financial resources but also on intangible
motivational factors driven by employees’ perceptions of fairness and status within the
organization (Ahmad et al., 2023; Alhitmi et al., 2023; Huang et al., 2024). Employees,
particularly those in critical innovation roles, such as R&D, frequently assess their value and
status within the firm by comparing their compensation relative to management (Lerner & Wulf,
2007; Sauermann & Cohen, 2010). According to social comparison theory (Festinger, 1954),
such vertical comparisons significantly influence employees' perceptions of fairness and
organizational recognition (Cullen & Perez-Truglia, 2022). When R&D personnel perceive
excessive vertical pay disparities relative to top management, feelings of inequity could arise,
diminishing motivation and undermining their commitment to innovation activities. This
psychological mechanism is particularly relevant in Indonesia, where cultural norms emphasize
respect and harmony, causing pronounced sensitivity toward perceived inequities between
hierarchical levels within organizations (Pfeifer & Stephan, 2019). Thus, we propose:

H1: The vertical pay disparity between management and R&D personnel, measured by the
coefficient of variation (CV_MT-RDP), negatively affects corporate innovation.

2.3. Horizontal Pay Disparity between R&D Personnel and Employees in Other Departments
and Corporate Innovation

Innovation within firms also depends significantly on cross-departmental collaboration and
collective organizational efforts. Previous studies have highlighted that successful innovation
requires strong inter-departmental cohesion, information sharing, and mutual support
(Nickerson & Zenger, 2008; Trevor et al., 2012). Social comparison theory underscores that
perceived horizontal pay disparity differences in compensation among employees occupying
similar hierarchical positions across various departments can negatively influence interpersonal
trust, cooperation, and overall organizational morale (Fredrickson et al., 2010; Watto et al.,
2023). In Indonesian companies, which are known for their collectivist orientation, horizontal
pay inequalities between R&D personnel and peers in other departments could be especially
detrimental. Excessive disparities may lead employees to perceive their efforts and
contributions as undervalued compared with their colleagues, resulting in reduced motivation,
diminished collaboration, and decreased commitment to organizational objectives such as
innovation. Thus, we propose:

H2: The horizontal pay disparity between R&D personnel and employees in other departments,
measured by the coefficient of variation (CV_RDP-OE), negatively affects corporate
innovation.

2.4. Moderating Role of Organizational Type (SOE vs. non-SOE)

The influence of perceived pay disparities on innovation may also vary significantly according
to the organizational type. State-owned enterprises (SOEs) in Indonesia typically emphasize
egalitarian structures and collective values, making them more susceptible to the negative
perceptions arising from pay inequalities (Breza et al., 2017; Meiryani et al., 2023). By contrast,
private or non-state-owned enterprises (non-SOEs), driven by market competition and
individual performance incentives, can better tolerate pay disparities if these differences reflect
genuine productivity and contribution differences (Mueller et al., 2017). Consequently, the
negative effects of both vertical and horizontal pay disparities on innovation are likely to be
stronger for SOEs than non-SOEs. Accordingly, we propose the following hypothesis:

H3a: The negative effect of vertical pay disparity (CV_MT-RDP) on corporate innovation is
stronger for SOEs than non-SOE:s.
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H3b: The negative effect of horizontal pay disparity (CV_RDP-OE) on corporate innovation is
stronger in SOEs than in non-SOEs

2.5. Conceptual Framework

Unlike previous research that focuses predominantly on absolute pay structures or incentive
mechanisms targeting managerial roles (Ederer & Manso, 2013; Manso, 2011), our study
introduces a novel psychological and cultural dimension to compensation incentives by
explicitly applying social comparison theory within the context of innovation.

Vertical Pay Disparity
(CV_MT-RDP)

Control Variables
1. Firm Size
2. R&D Intensity
3. Profitability
4. Leverage

Corporate Innovation

Horizontal Pay Disparity
(CV_RDP-OE)

Organizational Type

(SOEs vs. non-SOEs)

Figure 2. Conceptual Framework
Source: (Researcher, 2025)

As shown in Figure 2, this approach extends the traditional understanding of corporate
innovation, emphasizing that employee perceptions of relative compensation fairness critically
shape collaborative innovation processes. By employing the coefficient of variation (CV) to
quantify pay disparities, this study further advances empirical methods for capturing perceived
inequities more accurately. Moreover, our study provides insights into how internal pay
perceptions uniquely affect innovation performance within Indonesian firms, particularly
contrasting outcomes in SOEs and non-SOEs. Thus, we not only add a nuanced psychological
perspective to the innovation literature but also deliver practical implications tailored
specifically to Indonesia's corporate cultural and structural contexts.

3. METHODOLOGY

This study adopts a quantitative research design using secondary data to empirically investigate
how perceived pay disparities influence corporate innovation outcomes (Saunders et al., 2009;
Sekaran & Bougie, 2016). The analytical approach includes various regression-based
techniques to test the hypotheses (Fahlevi et al., 2023). To enhance the validity and robustness
of the results, additional methodological strategies such as instrumental variable (IV) estimation
and entropy balancing matching were applied. These techniques help to address potential
endogeneity, selection biases, and unobserved heterogeneity in the relationships examined,
thereby improving the reliability and interpretability of our findings.

3.1. Sample Selection
Our sample focused on publicly listed firms in Indonesia from 2018 to 2022. This timeframe
was selected because it marks the implementation of updated accounting standards in Indonesia,



TITEE OF THE PAPER

which mandated more detailed disclosure of R&D expenses. The data used in this study were
gathered from various sources. Patent application and citation data were retrieved from
Indonesia’s Ministry of Law and Human Rights through the Cipta Kekayaan Intelektual
database, while executive compensation, employee salary details, and financial variables were
sourced from the Indonesia Stock Exchange (IDX) and Financial Services Authority (OJK).
Following rigorous data-cleaning processes, the final dataset included approximately 1,505
firm-year observations. This refined sample size ensures higher reliability and minimizes
potential biases, while focusing on companies with substantial R&D activity and innovation
outputs, which are critical for the study.

3.2. Measurements

Corporate innovation, the dependent variable in this study, is measured using two indicators:
patent counts and patent citations. Patent counts, a widely used proxy for firm-level innovation,
have been validated in prior research (Henderson et al., 2005; Lerner & Wulf, 2007). Patent
citations, often used to assess the quality and impact of innovation, are supported by empirical
studies that demonstrate their strong correlation with technological significance and firm
performance (Fahlevi et al., 2024). Patent counts are expressed as the natural logarithm of the
total number of patents filed by a firm in a given year and serve as a proxy for innovation
volume. Patent citations, also transformed into logarithmic form, indicate the quality and impact
of a firm’s innovations by measuring the number of citations received by their patents. These
data were obtained from Indonesia’s Ministry of Law and Human Rights and provide a robust
measure of firm-level innovation output.

The independent variables focus on pay disparities within firms, specifically, vertical and
horizontal pay disparities. The coefficient of variation (CV) is used to measure these disparities,
a method supported by prior compensation studies examining income dispersion and its
organizational effects (Faleye et al., 2013; Mueller et al., 2017). Vertical pay disparity, which
reflects income differences between management and R&D personnel, is commonly examined
in studies of executive compensation and firm innovation (Fredrickson et al., 2010). Horizontal
pay disparity, which captures salary variations across departments, is linked to cross-functional
collaboration and innovation efficiency (Trevor et al. 2012). Vertical pay disparity, represented
as CV_MT-RDP, captures the differences in compensation between management and R&D
personnel using the coefficient of variation, which standardizes dispersion across firms.
Horizontal pay disparity, represented as CV_RDP-OE, examines the compensation gap
between R&D personnel and employees in other departments, assessing how intra-
organizational differences in pay structures influence innovation dynamics. These variables
were derived from firm financial reports available from the IDX and OJK, ensuring that
compensation structures were accurately reflected.

To account for variations in firm ownership structure, a moderating variable distinguishing
between state-owned enterprises (SOEs) and non-state-owned enterprises (non-SOEs) is
introduced. The differentiation between SOEs and private firms is critical, as prior studies
highlight the distinct governance structures and incentive mechanisms between these entities
that influence pay policies and innovation investment (Kim, 2019; Lazzarini et al., 2015). State-
owned enterprises often prioritize social objectives and equity considerations, which can
moderate the impact of pay disparity on firm performance (Bhat et al., 2018). This variable is
coded as a binary indicator, where SOEs are assigned a value of one and private firms a value
of zero. The inclusion of this moderating factor allows the study to explore how different
organizational structures shape the effects of pay disparities on corporate innovation,
recognizing that SOEs often have different incentive mechanisms and pay structures compared
to their private sector counterparts.

Several control variables were incorporated to ensure that the observed relationships between
pay disparities and innovation were not driven by extraneous firm-specific factors. Firm size,
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measured as the logarithm of total assets, is a well-established control variable in innovation
research, as larger firms tend to have greater resources and R&D capabilities (Chemmanur &
Tian, 2012). The R&D intensity, which reflects the proportion of sales allocated to R&D, is
frequently used as a predictor of firm-level innovation (Chen et al. 2016). Profitability,
represented by return on assets (ROA), is justified based on studies linking financial
performance to a firm's ability to sustain long-term innovation investments (Hall & Lerner,
2010). Leverage, measured as the total debt-to-equity ratio, is included as a financial constraint
that has been shown to influence innovation decisions, and prior studies indicate both positive
and negative effects depending on firm risk tolerance (Aghion et al., 2013; Atanassov, 2016).
All financial variables were extracted from the IDX and OJK filings, ensuring a high level of
data consistency and comparability across firms (see Table 1).

Table 1. Definitions

Variable sz Measurement Source

Dependent Variable

Corporate Cont Natural logarithm of patent counts (number of (Hall & Lerner, 2010;

Innovation inuo  patents filed) .and patent citations (number of Henderson et al., 2005;
us citations received) Lerner & Wulf, 2007)

Independent Variables

Vertical Pay Cont Coefficient of variation capturing salary

Disparity inuo  dispersion between management and R&D (Faleye et al., 2013)

(CV_MT-RDP) us
Horizontal Pay Cont

personnel
Coefficient of variation representing salary

Disparity inuo  differences between R&D personnel and (Mueller et al., 2017)
(CV_RDP-OE) us employees in other departments
Moderating Variable
?;ﬁzn(lszg)t]l:? 3:1 gc?;ie Dummy variable: 1 for state-owned enterprise (Bhat et al., 2018; Kim,
Non-SOE) cal (SOE), 0 for non-SOE 2019; Lazzarini et al., 2015)
Control Variables
Cont
Firm Size inuo  Natural logarithm of total assets (Chemmanur & Tian, 2012)
us
Cont
R&D Intensity inuo R&D expenditure divided by total sales (Chen et al., 2016)
us
Profitability Cont Return on assets (net income divided by total
inuo (Hall & Lerner, 2010)
(ROA) us assets)
Cont .
Leverage inuo  Total debt-to-equity ratio (Aghion etal, 2013;

us

Atanassov, 2016)

3.3. Analytical Procedures
We test our hypotheses using a quantitative approach involving a series of ordinary least squares
(OLS) regressions, clearly structured around three distinct equations, to capture the direct and
moderated effects of pay disparities on corporate innovation.

For Hypothesis 1 (Vertical Pay Disparity):

Innovation; ;1 = 6y + 8,CV_MT_RDP;; + 6,Controls;; + ¢, + P; + 1,

This equation examines hypothesis 1, which explores the relationship between vertical pay
disparity and corporate innovation. Vertical pay disparity refers to the difference in
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compensation between top management and R&D personnel measured using the coefficient of
variation. This measure accounts for the relative dispersion of salaries within a firm and
provides insights into whether a wider pay gap between management and R&D employees
influences innovation outcomes. The dependent variable, corporate innovation, is measured
using patent counts and citations to capture both the volume and impact of a firm's innovations.
The key coefficient associated with vertical pay disparity determines whether an increase in the
pay gap between management and R&D teams affects innovation positively or negatively. A
negative relationship suggests that excessive income differences create dissatisfaction among
R&D personnel, reducing motivation and engagement in innovation. Alternatively, if the
relationship is positive, structured pay disparities may serve as an incentive to motivate R&D
employees to pursue career advancement and increase their innovation output. To control for
potential confounding effects, the model incorporates several control variables including firm
size, R&D intensity, leverage, and profitability. These variables help to account for firm-
specific characteristics that can independently influence innovation performance. Additionally,
year fixed effects are included to control for time-related economic fluctuations and policy
changes, while industry fixed effects account for structural differences in innovation trends
across various sectors. The error term captures unobserved firm-specific factors that might also
influence innovation outcomes, but are not explicitly included in the model.

For Hypothesis 2 (Horizontal Pay Disparity):
Innovation; ;.1 = Yo + y1CV_RDP_OE;; + y,Controls; + A, + pj + v;;

This equation examines hypothesis 2, which investigates the relationship between horizontal
pay disparity and corporate innovation. Horizontal pay disparity refers to the difference in
compensation between R&D personnel and employees of other departments. The primary
independent variable, horizontal pay disparity, was measured using the coefficient of variation,
which captures the degree of salary dispersion between these groups. This variable allows us to
assess whether larger pay gaps negatively impact innovation outcomes by disrupting teamwork,
reducing motivation, and limiting knowledge sharing across departments. The dependent
variable, corporate innovation, is assessed using patent counts and citations, which serve as
proxies for both the quantity and the impact of a firm's innovation. The key coefficient
associated with horizontal pay disparity indicates whether a higher disparity influences
innovation positively or negatively. A negative relationship would suggest that when R&D
personnel earn significantly more or less than their peers in other departments, cross-functional
collaboration may weaken, ultimately hindering corporate innovation. To ensure that the results
are not driven by other firm characteristics, the model includes several control variables such
as firm size, R&D intensity, leverage, and profitability. An error term captures unobserved firm-
specific factors that may influence innovation outcomes.

For Hypotheses 3a and 3b (Moderating Effects of Organizational Type—SOE vs. Non-SOE):

Vertical pay disparity moderated by organizational type

Innovation; ¢1q = po + U1 CV_MT_RDP; ¢ + u;SOE; ¢ + pu3(CV_MT_RDP X SOE); .
+ugControls;y + 1, + 8; + w;

This equation investigates how the relationship between vertical pay disparity and corporate
innovation is influenced by whether a firm is an SOE or non-SOE. Vertical pay disparity,
measured using the coefficient of variation, represents the compensation gap between the top
management and R&D personnel. The inclusion of the organizational type variable
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distinguishes between SOEs and private firms, whereas the interaction term between vertical
pay disparity and organizational type captures whether the effect of pay disparity on innovation
differs across these two types of firms. If the interaction term is negative, it suggests that the
negative impact of vertical pay disparity on innovation is stronger for SOEs than for non-SOE:s.

Horizontal pay disparity is moderated by organizational type.

Innovation; ;11 = mg + mCV_RDP_OE; + m,SOE;  + m3(CV_RDP_OE X SOE);
+myControls;, + & + x; + (i

This equation explores whether the negative effects of horizontal pay disparity on corporate
innovation are influenced by whether a firm is an SOE or non-SOE. Horizontal pay disparity
measures the differences in compensation between R&D personnel and employees in other
departments, with greater disparities potentially leading to lower -cross-departmental
collaboration. The interaction term between horizontal pay disparity and organizational type
assesses whether SOEs are affected by pay gaps across departments. A negative interaction
coefficient indicates that the negative effect of the horizontal pay disparity on innovation is
more pronounced in SOEs.

Both equations include control variables, such as firm size, R&D intensity, leverage, and
profitability, to ensure that other firm-specific characteristics are accounted for. Year-fixed
effects control for time-related economic changes, whereas industry-fixed effects account for
sectoral differences in innovation trends. The error term captures unobserved firm-specific
factors that may influence innovation outcomes.

4. RESULTS AND DISCUSSION

4.1. Main Regression Results

This section presents the regression results examining the effects of vertical pay disparity
(CV_MT RDP) and horizontal pay disparity (CV_RDP_OE) on corporate innovation. The
dependent variables used in the analysis are Ln(NumPat) (log-transformed number of patents)
and Ln(CitePat) (log-transformed number of patent citations), which serve as proxies for the
quantity and quality of innovation outputs. Table 2 reports these two sets of regression models.
The first two columns represent the baseline models that analyze the direct effects of
CV_MT RDP and CV_RDP _OE on innovation. The last two columns incorporate a
moderation effect, where the model controls for state-owned enterprises (SOE) as a moderating
variable to examine how ownership structure influences the relationship between pay disparities
and innovation outcomes.

Table 2. Regression Results for Pay Disparities and Innovation Output

Ln(NumPat) - Ln(CitePat) - Ln(NumPat) - Ln(CitePat) -
VARIABLES Baseline Baseline Moderation Moderation
CV_MT RDP 0.0373%%** -0.0209** 0.0483*** 0.0099*
CV_RDP OE -0.0363** -0.0127* -0.0609*** -0.0151%**
Size 0.0074* -0.0030 0.0060* -0.0023
Leverage -0.1769*** 0.0719** -0.1761*** 0.0729**
ROA -0.2688*** -0.1211%** -0.2932%** -0.1256***
R&D Intensity 0.0514** 0.0178* 0.0514** 0.0178*
P i): State-Owned, 0= . . -0.0217%* -0.0105%*

CV_MT _RDP x SOE - - 0.0354%** 0.0112%#*
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Ln(NumPat) - Ln(CitePat) - Ln(NumPat) - Ln(CitePat) -
VARIABLES (Baseline ) l(3aseline) M(oderatim)l ME)deratio)n
CV_RDP_OE x SOE - - -0.0431%** -0.0135%*
Constant -0.9021** -0.3827** -0.9021** -0.3827**
Observations 1,505 1,505 1,505 1,505
Adjusted R? 0.4312 0.4286 0.4312 0.4286
Control YES YES YES YES
Industry FE YES YES YES YES
Year FE YES YES YES YES

k% p<(.01, ** p<0.05, * p<0.1

The regression results reveal significant insights into the influence of pay disparities on
corporate innovation. The findings indicate that vertical pay disparity (CV_MT RDP) has a
complex relationship with innovation outcome. In the baseline models, a higher CV_.MT RDP
is positively associated with the number of patents, suggesting that larger pay gaps between
management and R&D personnel encourage employees to increase their innovation output.
However, this effect does not translate into patent citations, where the relationship is negative.
This outcome implies that while a larger vertical pay gap fosters a greater volume of innovation,
it may not necessarily enhance innovation quality. The underlying mechanism could be linked
to a tournament incentive structure that prioritizes patent filings, but does not always lead to
breakthroughs or impactful discoveries. When incorporating state-owned enterprise (SOE)
status as a moderator, the positive relationship between vertical pay disparity and patent
quantity strengthens, while the effect on patent citations becomes marginally significant. This
suggests that, in SOEs, where hierarchical structures and promotion incentives are more rigid,
the motivation to innovate through a competitive pay structure is even more pronounced.

By contrast, horizontal pay disparity (CV_RDP_OE) consistently exhibits a negative
association with corporate innovation. Across all models, larger salary gaps between R&D
personnel and employees in other departments reduced both patent output and citations. This
suggests that when employees perceive unfair salary distributions within a firm, collaboration
and knowledge-sharing efforts may weaken, ultimately limiting innovation outcomes. The
negative effects of horizontal pay disparity are further exacerbated in SOEs. When
incorporating the moderation effect of SOE, the adverse impact of CV_RDP_OE on innovation
becomes even more significant. This reinforces the idea that fairness perceptions play a crucial
role in shaping innovative efforts within state-controlled enterprises, where strong bureaucratic
structures and equity concerns are deeply embedded in the organizational culture.

Several control variables also provide valuable insights into the dynamics of corporate
innovation. Firm size is positively correlated with patent output, supporting the notion that
larger firms have more resources to invest in R&D and greater ability to generate patents.
However, leverage has a contrasting effect, as it negatively affects patent counts, but positively
influences patent citations. This finding suggests that firms facing financial constraints may
prioritize fewer but higher-quality innovations, opting for impactful discoveries over sheer
volume. Similarly, profitability, measured by return on assets (ROA), has a consistently
negative impact on both patent number and citations. This pattern implies that firms focusing
on short-term financial performance may divert resources away from long-term innovation
investment. Conversely, R&D intensity is positively associated with both patenting activity and
citations, confirming that firms committed to higher research expenditure are more likely to
achieve greater innovation output.

Moderation analysis shows the significant role of ownership structure in shaping the effects of
pay disparities. The positive and significant interaction between CV_MT RDP and SOE
suggests that vertical pay gaps are particularly effective in driving innovation quantity in state-
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owned firms. This could be attributed to the structured promotion pathways within SOEs, in
which employees may perceive clear incentives tied to performance-based advancements. On
the other hand, the negative interaction between CV_RDP_OE and SOE further reinforces the
detrimental effect of horizontal pay disparity on these firms. The results suggest that SOE
employees place greater emphasis on equitable pay structures, and excessive salary gaps
between R&D personnel and other departments could diminish their motivation to engage in
innovative activities.

4.2. Two-Stage Least Squares (2SLS) Regression

To account for potential endogeneity concerns and ensure the robustness of our results, we
employed a two-stage least squares (2SLS) regression approach. Endogeneity may arise from
omitted variable bias, reverse causality, or measurement errors in the relationship between pay
disparity and corporate innovation. Using instrumental variables, we attempt to isolate the
causal effects of vertical and horizontal pay disparities on innovation outcomes. Table 3
presents the second-stage results from the 2SLS regression, where the dependent variables
remain Ln(NumPat) and Ln(CitePat), representing the quantity and quality of innovation
output, respectively. The instrumental variable approach corrects for potential biases and
provides more reliable estimates of the impact of CV_MT RDP (vertical pay disparity) and
CV_RDP_OE (horizontal pay disparity). This technique ensures that our findings are not
merely correlations, but reflect more robust causal inferences (see Table 3).

Table 3. Two-Stage Least Squares (2SLS) Regression Results

VARIABLES Second-Stage NumPat Second-Stage CitePat
CV_MT_RDP_Ce 0.0353%** L0.0216%*
ntered

CV_RDP OE -0.0609** -0.0151*
SOE_Centered -0.0990** -0.0139
CV_MT RDP_SO " s
E_Centered -0.0256 -0.0614
CV_RDP_OE SO

E_Centered 0.0428 0.0039
Size 0.0125 -0.0053
Leverage -0.0809* 0.0451%**
ROA -0.1023%** -0.0618***
R&D_Intensity 0.0274%** 0.0139%*
Constant -1.1025%* -0.5526*

F-statistic: 76.67*, Kleibergen-Paap rk: 9.01, Cragg-Donald Wald F: 7.43, Kleibergen-

Model Statistics Paap Wald rk F: 4.62, Hansen J statistic: 0.828**

The 2SLS regression results confirm and reinforce the findings from the baseline regressions,
further strengthening the argument that pay disparities significantly shape corporate innovation.
The estimated coefficients for CV_MT_RDP in the second-stage model indicate a positive and
significant relationship with patent quantity (0.0353, p < 0.01), but a negative and significant
effect on patent citations (-0.0216, p < 0.05). This suggests that the vertical pay gap between
management and R&D personnel increases the number of patents filed but does not necessarily
enhance the quality of innovation. A plausible explanation is that firms with larger vertical pay
disparities may encourage competition among employees, leading to a higher volume of
patents, whereas the stress of such competitive environments could reduce the focus on
groundbreaking or high-impact research.

Conversely, horizontal pay disparity (CV_RDP_OE) is negatively associated with both
innovation quantity and quality. The coefficients for patent output (-0.0609, p <0.05) and patent
citations (-0.0151, p < 0.1) suggest that larger salary gaps between R&D personnel and other
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departments discourage innovation, likely by disrupting collaboration and knowledge-sharing
efforts across teams. This finding reinforces the argument that excessive disparities in
compensation structures can lead to perceptions of unfairness, reducing employees' willingness
to contribute to cross-departmental innovation initiatives. The results also highlight the
moderating effect of SOE status on pay disparity-innovation relationships. The interaction term
CV_MT RDP x SOE is negative and significant (-0.0256, p < 0.1 for patents and -0.0614, p <
0.05 for citations), indicating that in state-owned enterprises, vertical pay gaps have a weaker
effect on innovation compared to private firms. This finding suggests that SOEs, with their
bureaucratic and hierarchical structures, may not provide the same competitive incentives as
private firms, thus reducing the effectiveness of pay-based motivation strategies. Meanwhile,
CV_RDP OE x SOE is not significant, implying that the negative impact of horizontal pay
disparity on innovation is consistent across SOEs and non-SOEs.

Several control variables also exhibit the expected patterns. Firm size shows a weak positive
effect on patent output (0.0125) but is not significant, suggesting that larger firms may have
more resources but do not necessarily produce higher innovation outcomes. Leverage has a
mixed effect as it negatively affects patent numbers (-0.0809, p < 0.1) but positively influences
citations (0.0451, p < 0.05), implying that financially constrained firms may focus on quality
over quantity in their innovation strategies. ROA is significantly negative in both models,
reinforcing the notion that profit-driven firms may underinvest in long-term innovation. Finally,
R&D intensity remains positively associated with both innovation measures, confirming that
higher research investment translates to greater patent output and impact. The 2SLS model
diagnostics suggest that the instruments used in the first stage are valid and strong, as evidenced
by the Kleibergen-Paap Wald rk F statistic (4.62) and the Hansen J statistic (0.828, p < 0.05),
which confirms that the instrumental variables satisfy the over-identification restriction test.
The F-statistic (76.67, p < 0.1) indicates that the instruments significantly predicted the
endogenous regressors, further supporting the reliability of these findings.

4.3. Robustness Check (Entropy Balanced Regression Analysis)

We implement an entropy-balancing regression approach. Entropy balancing is a statistical
technique that ensures that the covariate distributions of the treatment and control groups are
balanced, thereby reducing potential biases that may arise due to sample heterogeneity. By
reweighting observations, this method enhances the comparability between firms with high and
low pay disparities, providing a more reliable assessment of how compensation structures
influence corporate innovation. Table 4 presents the entropy-balanced regression results, where
NumPat (log-transformed number of patents) and CitePat (log-transformed patent citations)
remain the dependent variables, capturing the quantity and quality of innovation output,
respectively. The estimates control for key firm-level characteristics, and industry and year
fixed effects are incorporated to account for unobserved heterogeneity

Table 4. Final Entropy Balanced Regression Results

VARIABLES Entropy Balanced NumPat Entropy Balanced CitePat
CV_MT _RDP_Centered 0.0396%** -0.0229**
CV_RDP OE -0.1280%** -0.0033
SOE_Centered -0.1104** 0.0025

CV_MT RDP_SOE_Centered -0.0736* -0.0594**
CV_RDP OE SOE Centered 0.1057 0.0032

Size 0.0213 -0.0048
Leverage -0.0917* 0.0415%*

ROA -0.1428%#** -0.0712%%*

R&D_Intensity 0.0331%** 0.0165%*
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Constant -1.0347** -0.4816*
Model Statistics Adjusted R?: 0.4523 Adjusted R?: 0.4295

The entropy-balanced results further confirm the core findings of the OLS and 2SLS
regressions. The coefficient for CV_MT RDP Centered (vertical pay disparity) remains
positive and significant for the number of patents (0.0396, p < 0.01), but negative and
significant for patent citations (-0.0229, p < 0.05). This result reinforces the idea that a larger
vertical pay gap between management and R&D personnel incentivizes higher patent filings,
but does not necessarily lead to greater citation impact. The competition induced by larger
vertical pay differences appears to drive innovation volume but may reduce the emphasis on
breakthrough or high-quality innovations. For CV_RDP_OE (horizontal pay disparity), the
findings remained consistent with those of previous models. The coefficient is strongly negative
for the number of patents (-0.1280, p < 0.01) but not significant for citations. This finding
suggests that a larger horizontal pay gap between R&D personnel and employees in other
departments significantly reduces innovation output. However, its impact on innovation quality
is less pronounced, possibly because knowledge spillovers and collaboration dynamics are
more crucial for increasing patent output than for patent impact.

The moderating effect of SOE status is also evident in this model. The interaction term
CV_MT RDP x SOE is negative and significant (-0.0736, p < 0.1 for patents and -0.0594, p <
0.05), indicating that state-owned enterprises weaken the incentive effect of the vertical pay
disparity on innovation outcomes. This result aligns with the expectation that SOEs, with their
structured and hierarchical nature, are less responsive to tournament-style incentives than are
private firms. However, CV_RDP_ OE x SOE is not significant, suggesting that the negative
effects of horizontal pay disparity on innovation persist across both ownership types. The
control variables also exhibited patterns similar to those of previous models. Firm size is weakly
positive for patent quantity but not significant, implying that while larger firms have resources
for R&D, their innovation output is not necessarily higher when pay disparities exist. Leverage
negatively affects patent quantity (-0.0917, p <0.1), but positively impacts citations (0.0415, p
< 0.05), reinforcing the argument that financially constrained firms prioritize quality over
quantity. ROA remains significantly negative, confirming that firms that prioritize short-term
profitability are less likely to invest in innovation. R&D intensity is positively associated with
both patent output and citations, reaffirming the importance of research investments in driving
corporate innovation.

The higher adjusted R? values in this model (0.4523 for patents and 0.4295 for citations)
indicate that the entropy balancing approach reduces bias and provides a more accurate estimate
of the causal effects of pay disparities on innovation performance. These results validate the
robustness of the primary findings and confirm that both vertical and horizontal pay disparities
play significant roles in shaping corporate innovation outcomes.

4.4. Robustness Check (Tobit Regression Analysis)

We apply a Tobit regression model, which is appropriate when dealing with censored dependent
variables such as patent counts and citations. Because innovation outputs are often non-negative
and subject to truncation (i.e., firms with no patents or citations are observed as zeros), the Tobit
model accounts for these limitations, providing more accurate estimates of the relationships
between pay disparities and innovation. Table 5 presents the Tobit regression results, where the
dependent variables are Ln(NumPat) (patent quantity) and Ln(CitePat) (patent citations). The
inclusion of control variables and fixed effects ensures that the estimates capture firm-specific
dynamics, while reducing potential omitted variable bias.

Table 5. Robust Test (Tobit Regression)
VARIABLES Tobit NumPat Tobit CitePat
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CV_MT RDP_Centered 0.0142 -0.0709
CV_RDP_OE -0.0244 -0.0261
SOE_Centered -0.0400 -0.0633
CV_MT RDP_SOE Centered -0.0094 -0.2090*
CV_RDP _OE SOE Centered 0.0170 -0.0046
Size 0.0039 -0.0075
Leverage -0.0885* 0.0721%*
ROA -0.1374%%* -0.0895%**
R&D _Intensity 0.0298*** 0.0197**
Constant -0.9874%* -0.4129%*
Model Statistics Pseudo R%: 0.1765 Pseudo R%: 0.1342

The Tobit regression results generally align with the previous OLS and 2SLS findings, but
provide additional insights into the censored nature of innovation outcomes. The coefficient for
CV_MT RDP_ Centered (vertical pay disparity) remains positive but insignificant for patent
quantity (0.0142), and negative for patent citations (-0.0709). This suggests that, while vertical
pay disparities may create incentives for innovation output, their impact diminishes when
accounting for censored data, reinforcing the mixed effects of tournament incentives on
innovation quality. For CV_RDP_OE (horizontal pay disparity), the estimated coefficients are
negative for both patent quantity (-0.0244) and citations (-0.0261) but not statistically
significant. These results indicate that, while larger salary gaps between R&D personnel and
employees in other departments may hinder innovation, the effects are weaker when accounting
for firms with no innovation activity. This finding suggests that horizontal pay disparities may
affect firms with active R&D more strongly than those without substantial innovation
investments.

The moderating effect of SOE status is more pronounced in this model. The interaction term
CV_MT RDP x SOE is negative and significant (-0.2090, p < 0.1) for patent citations,
suggesting that vertical pay gaps have a stronger negative impact on innovation quality in state-
owned enterprises. This result reinforces the idea that SOE structures are less conducive to
tournament-style incentives, likely because of bureaucratic promotion systems and equity
concerns among employees. However, the interaction between CV_RDP_OE x SOE remains
insignificant, indicating that horizontal pay disparities affect SOEs and private firms in terms
of innovation activity. The control variables exhibit the expected patterns. Leverage negatively
affects patent quantity (-0.0885, p <0.1), but positively influences citations (0.0721, p <0.05),
suggesting that financially constrained firms prioritize fewer but higher-impact innovations.
ROA remains significantly negative across both models, further confirming that profit-driven
firms underinvest in long-term innovation strategies. R&D intensity is positively associated
with both patent output (0.0298, p < 0.01) and citations (0.0197, p < 0.05), emphasizing that
greater research investment leads to stronger innovation performance. The pseudo R? values
(0.1765 for patents and 0.1342 for citations) indicate that the Tobit model accounts for a
significant portion of the variation in innovation outcomes when addressing potential censoring
issues.

4.5. PSM, DID, Entropy Balancing, and Alternative R&D Growth

We conducted several additional robustness tests beyond the standard OLS, 2SLS, and Tobit
regressions. These tests include Propensity Score Matching (PSM), Difference-in-Differences
(DID), entropy balancing, and alternative R&D growth models. Each method provides unique
insights into how pay disparities influence corporate innovation by addressing different sources
of bias, and ensuring that the observed effects are not driven by model specifications or
unbalanced sample characteristics. Table 6 presents the results of these additional robustness
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checks, where the dependent variables are Ln(NumPat) (patent quantity) and Ln(CitePat)
(patent citations).

Table 6. Additional Robustness Tests

PSM PSM DID DID Entropy Entropy Alternative
VARIABLES NumP CitePa NumP CiteP Balanced Balanced R&D Growth
at t at at NumPat CitePat w
CV_MT RDP_ ) - -
Centered 0.0095 0.03 18 02048 02739 0.0396 -0.0229 0.0169
CV_RDP OE 0.2608 ) 0.3320 0.2280 -0.1280 -0.0033 0.1609
sk 0.0009
SOE_Centered -0.1441 0 0_278 N/A N/A -0.1104 0.0025 0.0173
CV_MT RDP_ - "
SOE _Centered -0.0646 0.0283 N/A N/A -0.0736 -0.0594 -0.1952
CV_RDP OE
SOE _Centered 0.1211  0.0609 N/A N/A 0.1057 0.0032 0.2504
Size 0'2153 0.0398 0.1182 0.0852 0.0510 0.0587 0.0471
Leverage -0.0817 00382 0.1561 01018 -0.0748 -0.0469 -0.1023
- - _ _ Kok _
ROA 0.’:3*72 0.2129 02078  0.1783 0.1385 0.0927 0.0876
. 0.0258
R&D _Intensity s 0.0192 0.0486 0.0319 0.0319 0.0221 0.0952
Constant 1.2157 0.2232 23076  18.041 -0.9842 -11.002 -11.253
Observations 1,505 1,505 1,505 1,505 1,505 1,505 1,505
Control YES YES YES YES YES YES YES
Industry FE YES YES YES YES YES YES YES
Year FE YES YES YES YES YES YES YES

Additional robustness checks further validated the primary findings. Each method addresses
concerns related to potential biases in sample selection, functional form misspecifications, and
alternative ways of measuring innovation outcomes. The Propensity Score Matching (PSM)
results are largely consistent with baseline findings, reinforcing the relationship between pay
disparities and innovation. The coefficient for CV_MT RDP Centered remains positive but
weakly significant for citations (-0.0318, p <0.1), whereas CV_RDP_OE remains significantly
negative for patent quantity (-0.2608, p < 0.01), reaffirming that excessive horizontal pay
disparities reduce innovation activity.

The Difference-in-Differences (DID) approach examines changes in innovation before and after
changes in pay disparity. Here, the effects of CV_MT_ RDP_Centered are negative for both
patent output (-0.2048) and citations (-0.2739), suggesting that, in some cases, vertical pay
disparities may fail to sustain long-term innovation. However, the horizontal pay gap
(CV_RDP_OE) is positive, implying that firms experiencing an increase in horizontal pay gaps
may respond by enhancing innovation, although this effect is weaker than that in other models.
The Entropy Balanced Regression results confirm previous findings, with
CV_MT RDP_ Centered showing a positive effect on innovation quantity (0.0396), but a
negative effect on citations (-0.0229). This supports the idea that vertical pay gaps encourage
more patent filings but may not necessarily improve the quality of innovations. Similarly,
CV_RDP_OE remains negative for patent output (-0.1280), reinforcing the argument that
horizontal pay disparities reduce collaborative innovation efforts.
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The Alternative R&D Growth Model examines innovation from a different perspective, by
incorporating a broader set of firm-level R&D growth indicators. Here,
CV_MT RDP Centered remains weakly positive (0.0169) and CV_RDP_OE shifts to a
positive effect (0.1609), suggesting that under some conditions, horizontal pay gaps may be
associated with increased R&D efforts in firms with aggressive growth strategies.

4.5. Discussion

4.5.1. Vertical Pay Disparity and Innovation Performance

Our results indicate that larger vertical pay disparities between management and R&D
personnel (CV_MT-RDP) affect corporate innovation significantly. Specifically, the OLS and
2SLS regressions reveal a positive relationship with the number of patents, but a negative
impact on patent citations, suggesting that while greater vertical pay gaps encourage firms to
file more patents, the quality and impact of these innovations may suffer. This aligns with
previous research by Lerner and Wulf (2007) and Sauermann and Cohen (2010), which suggests
that financial incentives can motivate innovation quantity but may not always enhance
innovation quality.

Social Comparison Theory (Festinger, 1954) helps explain these findings. When exposed to
large pay gaps with the upper management, R&D personnel may perceive themselves as
undervalued, leading to demotivation and decreased creativity. This psychological response is
particularly relevant in Indonesia’s collectivist work culture, in which hierarchical disparities
are more likely to be scrutinized and resented (Pfeifer & Stephan, 2019). Unlike Western
economies, where performance-based promotions may justify higher pay gaps, Indonesia’s
strong emphasis on workplace harmony and perceived fairness means that excessive vertical
disparities may erode trust and reduce collaboration between R&D teams and executives.
Furthermore, our entropy balancing results confirm that the effect of vertical pay disparity on
innovation is moderated by state ownership (SOE status). In state-owned enterprises (SOEs),
the negative effects of vertical pay disparities on innovation are more pronounced, reinforcing
the idea that SOEs have stronger egalitarian norms that make employees more sensitive to
unfair compensation structures (Breza et al., 2017; Meiryani et al., 2023).

4.5.2. Horizontal Pay Disparity and Its Detrimental Effects on Innovation

A key insight from our study is the significant negative relationship between horizontal pay
disparity (CV_RDP-OE) and corporate innovation outcomes. Across all robustness checks
(OLS, Tobit, and entropy balancing regressions), larger horizontal pay gaps consistently reduce
both the number of patents and citation impact. These findings align with those of previous
studies (Shaw, 2015; Trevor et al., 2012), which suggest that excessive pay differences across
departments reduce employee cooperation, impair cross-functional knowledge-sharing, and
ultimately lower firm-wide innovation performance. Social comparison theory provides further
insight into these results. R&D personnel who perceive that their compensation lags behind that
of other departments (e.g., marketing, operations, or finance) may experience frustration and
disengagement, leading to lower commitment toward innovation projects (Gartenberg & Wulf,
2017; Nickerson & Zenger, 2008). This phenomenon is particularly relevant in Indonesia,
where team cohesion and interpersonal relationships are highly valued (Mushtaq et al., 2022;
Ruddin et al., 2020). Unlike highly individualistic cultures, where pay differentiation is
normalized, Indonesian employees are more likely to perceive horizontal pay gaps as an
indicator of undervaluation and a lack of organizational commitment to fairness. Moreover, our
additional robustness tests, including PSM (Propensity Score Matching) and DID (difference-
in-differences), confirm the stability of these results, reinforcing that horizontal pay disparities
systematically hinder innovation outcomes.

4.5.3. The Role of State Ownership in Moderating Pay Disparity Effects



Autors / Economics - Innovative and Economics Research Journal, doi: 10.2478/e0ik-20xx-XXXXX

The findings reveal that organizational structure, particularly whether a firm is state-owned
(SOE) or non-state-owned (non-SOE), plays a critical role in shaping the effects of pay
disparities on innovation. Vertical pay disparities (CV_MT-RDP) have a weaker positive effect
on innovation in SOEs than in private firms, indicating that tournament incentives are less
effective in organizations with rigid bureaucratic structures and state-driven policies (Mueller
etal., 2017). Horizontal pay disparities (CV_RDP-OE) have a stronger negative effect in SOEs,
supporting the idea that state-owned firms prioritize fairness and are more sensitive to internal
inequities (Breza et al., 2017; Meiryani et al., 2023). Employees in SOEs may react more
negatively to perceived unfair pay structures, further reducing collaboration and innovation
outputs. These findings align with previous research indicating that SOEs tend to have stronger
egalitarian norms (Chang et al., 2015) and that fairness perceptions play a more substantial role
in employee motivation than absolute pay levels (Cullen & Perez-Truglia, 2022). The results
also suggest that private firms have greater flexibility in using tournament-based incentives to
drive innovation, whereas SOEs must be more cautious in structuring pay policies to avoid
demotivating their employees.

4.6. Implications

While a certain level of vertical pay disparity may incentivize innovation quantity, excessive
gaps can reduce trust and collaboration within organizations, especially in SOEs. To mitigate
these effects, firms should consider more transparent promotion pathways for R&D personnel
and ensure that career advancement opportunities are communicated clearly. This study
underscores the importance of horizontal equity in sustaining corporate innovation. Firms
should ensure that R&D personnel are compensated competitively relative to employees in
other departments to prevent negative social comparisons that hinder knowledge-sharing and
cooperative innovation. SOEs should prioritize equity-driven compensation models that
minimize perceived unfairness, whereas private firms may have greater flexibility in leveraging
tournament-based incentives. By understanding how compensation structures affect employee
motivation differently across firm types, organizations can design pay policies that optimize
innovation without sacrificing workplace cohesion

5. CONCLUSIONS

This study contributes to the literature by offering a novel perspective on how relative pay
disparities shape corporate innovation through the lens of the Social Comparison Theory
(Festinger, 1954). Unlike prior studies that focused on absolute pay levels (Manso, 2011;
Bobillo et al., 2018), our research highlights how perceived internal inequities influence
employee motivation and collaboration, ultimately affecting firm-wide innovation
performance. Moreover, our findings provide new insights into the Indonesian corporate
environment, reinforcing the idea that pay disparity effects are shaped by cultural and
institutional contexts. While Western economies often rely on market-driven tournament
incentives to boost innovation, our results suggest that in Indonesia’s collectivist corporate
culture, balancing pay equity is equally, if not more, important than pure monetary incentives.
Future research could extend this study by exploring the psychological mechanisms behind pay
disparities in greater depth, such as how employee perceptions of fairness evolve over time, and
how non-monetary incentives (e.g., career growth, training, and recognition programs) interact
with financial compensation to shape innovation outcomes. Additionally, sector-specific studies
can help determine whether the effects of pay disparities vary across industries with different
levels of technological intensity.
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>>>>>>>>>> Dear,

SS>>>>>>>>

>>>>>>>>>> Considering that you stated four days ago that the payment
>>>>>>>> would be

>>>>>>>>>> made, we kindly ask you to confirm whether the payment has
>>>>> been

>>>>>>>>>> processed and to provide us with proof of payment.
SS>5>5>3>3>>>

>>>>>>>>>> pet, 28. velj 2025. u 08:38 Economics Journal

>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SS55>5>5>5>>>

SSS555>55>> Dean

SSS>S>5>55>5>>

>>>>>>>>>> Thank you for the information provided. Kindly send us
>> proof

>>>>> of

>>>>>>>>>> payment once the transaction has been completed. Please
>> note

>>>>>>>> that

>>>>>>>>>> the process is currently on hold until the payment is
>>>>> received.

SS5555>5>>>

>>>>>>>>>> We appreciate your cooperation.

SESSS>5>5>55>>

>>>>>>>>>> Cet, 27. velj 2025. u 18:12 <budiandriani@privietlab.org>
>>>>>>>> napisao

>>>>>>>>>> je!

>>>>>>>>>> DEar Editor,

SSS5>55>5>>>

>>>>>>>>>> the payment will be made tomorrow, and the revision in this
>>>>>>>> weekend,

>>>>>>>>>> We

>>>>>>>>>> got some delay in revision so sorry for perfect revision we
>>>>>>>> made

SSS5>5>>5>>>

>>>>>>>>>> Regards,

SSS5>55>5>>>

>>>>>>>>>> 0n 2025-02-26 15:03, Economics Journal wrote: Dear,
SS55>55>5>>>

>>>>>>>>>> \When can we expect to receive the corrected paper? When
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>> will

>>>>>>>> the

>>>>>>>>>> payment be made?

SSS555>5>5>>

>>>>>>>>>> |t is very important that we work efficiently.
SS5>5>55>5>>>

>>>>>>>>>> uto, 18. velj 2025. u 08:56 Economics Journal
>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SS>5555>5>>

>>>>>>>>>> Dear,

SS>5>5>5>3>>5>

>>>>>>>>>> We are issuing you a letter of acceptance so that you can
>>>>>>>> proceed

>>>>>>>>>> with the payment. Please continue with revising the work
>>and

>>>>>>>>> making

SS>>>55>5>>

>>>>>>>>> the payment. The payment needs to be completed as soon as
>>>>>>>> possible

>SS>>>5>>>

>>>>>>>>> 50 that we can proceed with the next steps.

SS>>>555>>

>>>>>>>>> uto, 18. velj 2025. u 08:12 <budiandriani@privietlab.org>
>>>>>>>> Napisao

>>>>>>>>> je:

SS55>55>5>>

>>>>>>>>> Dear Editor,

SS5>5>5>5>5>>

>>>>>>>>> We will submit the revision this weekend and make a payment
>>>>> next

SSSS>5>>> week,

>>>>>>>>> because we need some process to make transfer in euro
SS5>5>55>5>>

>>>>>>>>> s jt possible after the revision, the journal send us the
>>>>>>>>> acceptance

>>>>>>>>> before the payment?

SS55>5>5>5>>

>>>>>>>>> Regards,

SS5>5>5>5>5>>

>>>>>>>>>0n 2025-02-17 16:14, Economics Journal wrote: Dear,
SS5>5>55>5>>

>>>>>>>>> Please ensure to respond to our emails efficiently. This is
>>>>>>>> crucial

>>>>>>>>> for a successful collaboration.

SS55>5>5>5>>

>>>>>>>>> Could you kindly inform us when we can expect the corrected
>>>>>>>> work

>S5>>>>>>

>>>>>>>>> and payment? The process will be suspended until the payment
>>>>> S

>>>>>>>>> made.

>>>>>>>>> gri, 12. velj 2025. u 08:56 Economics Journal

>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SS>>555>>

>>>>>>>>> Dear,

SS55>5>5>5>>

>>>>>>>>> e are sending you the second review. You may now revise
>> your

>>>>5>5>>> paper

>S5>5>>>5>>

>>>>>>>>>> gccording to the provided feedback.

SS5>5>55>5>>>

>>>>>>>>>> Additionally, as stated at the beginning, payment is

>>>>> required

>>>>>>>> gfter

S55>5>>5>>

>>>>>>>>>> receiving the reviews. The payment should be made via SWIFT
>>>>>>>> hank

SS>>5>>>>

>>>>>>>>>> transfer, and the total amount is 700 EUR + VAT (17%),
>>>>>>>> equaling

SS>>>>>>
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>>>>>>>>> 819 EUR. Payment instructions are attached.

SSS>>5>5>5>>

>>>>>>>>> Please confirm receipt of this email and inform us about the
>>>>>>>> next

SS>>5>>>>

>>>>>>>>>> steps.

SSS5>5>5>55>>

>>>>>>>>>> gri, 12. velj 2025. u 05:39 <budiandriani@privietlab.org>

>>>>>>>> napisao

>SS>>>>>>

>>>>>>>>> je:

SS>>5>5>>5>>

>>>>>>>>> Dear Editor,

SS>>5>5>5>>

>>>>>>>>> We need to revise now or wait for second review?
SS>>>5>5>5>>

>>>>>>>>> Regards

SS>>>5>5>>>

>>>>>>>>>0n 2025-02-10 21:08, Economics Journal wrote: Dear,
SS>>5>5>>5>>

>>>>>>>>> We are sending you the first review of your paper. We hope
>>>>>>>> that

SS>>>>>>

>>>>>>>>> the second review will be completed soon.

SS>>55>>5>>

>>>>>>>>> sub, 8. velj 2025. u 18:52 <budiandriani@privietlab.org>
>>>>>>>>napisao

>S>5>>>5>>>

>>>>>>>>> je:

>>>>>>>>> Dear Editor,

SS>>>5>5>5>>

>>>>>>>>> Ok we will wait

SS>>55>>5>>

>>>>>>>>> Regards,

SS>>>5>5>>>

>>>>>>>>> 0n 2025-02-08 20:08, Economics Journal wrote: Dear,
SS>>>5>5>>>

>>>>>>>>> Your paper has been sent for the review process. We need
>>>>>>>> 10

>S5>>5>5>>>

>>>>>>>>> be patient while the esteemed reviewers complete their
>>>>>>>> evaluations.

SS>>>5>5>>>

>>>>>>>>> sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org>
>>>>>>>> napisao

>>>5>>>5>>

>>>>>>>>> je!

>>>>>>>>> Dear Editor,

SS5>5>55>5>>

>>>>>>>>> |m sorry for wrong attachment in email before | attach th
>>>>>>>> New

>S5>5>>>5>>

>>>>>>>>> file already meets requirement with your template
SS5>5>55>5>>

>>>>>>>>> \We agree for pay that apc after acceptance

SS55>5>5>5>>

>>>>>>>>> Regards,

SS55>55>5>>

>>>>>>>>> 0n 2025-02-08 15:18, Economics Journal wrote: We have
>>>>> received

>>>>>>>>y0ur

>>>>>>>>> esteemed paper and appreciate your

>>>>>>>> choice

>S5>>>>>>

>>>>>>>>> of our journal. The topic: _How Vertical and Horizontal Pay
>>>>>>>> (Gaps

>5>>5>5>>>

>>>>>>>>> in Research and Development Affect Corporate Innovation in
>>>>>>>> |[ndonesian

>>>5>>>5>>

>>>>>>>>> Public Firms__ is interesting, as is the research itself,

>>>>>>>> and
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>>>5>>>5>>

>>>>>>>>> jt certainly deserves the attention of our journal.
SS>5>5>55>>

>>>>>>>>> The editorial board kindly requests that you format your
>>>>>>>>paper

>>>5>>>5>>

>>>>>>>>> in accordance with our guidelines, as this is the minimum
>>>>>>>> requirement

>>>5>>>5>>

>>>>>>>>> for continuing our collaboration. The abstract must be
>>>>>>>> significantly

>S5>5>>>5>>

>>>>>>>>> improved to meet international standards, as follows:
SS5>>55>5>>

>>>>>>>>> The abstract (200-250 words) needs to clearly present
>>>>>>>> the

>>>5>>>5>>

>>>>>>>>>main idea of the paper and research results. It must include
>>>>>>>> sufficient

>S>5>5>>>5>>

>>>>>>>>> information for readers to assess the nature and
>>>>>>>> significance of

S5>5>5>>5>>

>>>>>>>>> the topic. The abstract should summarize the objectives of
>>>>>>>> the

S55>5>5>5>>

>>>>>>>>> paper, methodology, results, and conclusions. To enhance the
>>>>>>>> visibility

SS>>5>>>>

>>>>>>>>> of the article, the abstract should reiterate keywords and
>>>>>>>> phrases

>SS>>>>>>

>>>>>>>>> while avoiding unnecessary repetition.

SS55>55>5>>

>>>>>>>>> The references must be arranged in alphabetical order by
>>>>>>>> the

>S5>>5>5>>>

>>>>>>>>> guthors' last names and chronologically for works by the
>>same

>>>>>>>> guthor.

>S>>5>>>5>>

>>>>>>>>> Citations should be formatted according to the prescribed
>>>>>>>> standards

>S5>5>>>5>>

>>>>>>>>> for books, journals, and other sources.

SS5>>55>>>

>>>>>>>>> |f you accept these conditions, please inform us. After
>>>>>>>> positive

>S>>5>>>5>>

>>>>>>>>> reviews, an APC of 700 EUR must be paid.

SS>5>5>3>5>>

>>>>>>>>> |f you agree with the stated terms, please notify us so
>>>>>>>> We

>>>5>>>5>>

>>>>>>>>> can proceed with the publication process. For any further
>>>>>>>>> questions,

>>>>>>>> We

S55>5>>5>>

>>>>>>>>>remain at your disposal.

SS5>5>5>5>5>>

SS55>55>5>5> -

SS5>5>55>5>>

>>>>>>>>> _Best regards,_

SS55>5>5>5>>

>>>>>>>>> Sara Drakul
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Re: Scopus

From Economics Journal <editorial.papers.economics@gmail.com>
To <budiandriani@privietlab.org>
Date 2025-03-20 18:40

Open_Access_License-9.pdf (~68 KB)

Dear,

We are pleased to inform you that both reviewers have approved your paper. The manuscript will now proceed to the technical editing stage. However, before
that, please make the following revisions:

« Remove all figures from the Introduction, as no graphics, tables, or analyses are allowed in this section.
« Mark all in-text citations in red font for easy identification.

» Figure/Table/Image titles should be placed above the figure, while the source should be placed below.
« Tables must be fully enclosed with borders on all sides.

+ Add sources below all tables, with titles placed above.

« Ensure that all references include a DOI or a link if available.

« Highlight all DOI numbers and links in red font for clarity.

Once these revisions are completed, please send us the updated paper so that we can proceed with the technical editing process.

Additionally, please fill out the attached license form and return it along with the revised manuscript.

sri, 19. ozu 2025. u 21:15 <budiandriani@privietlab.org> napisao je:
Dear Editor,

Thank you

On 2025-03-20 02:47, Economics Journal wrote:

> Dear,

>

> We have forwarded your paper to the reviewers and are awaiting their
> feedback. Your work will be published in the next issue, 13(2), which
> is scheduled for final publication on June 1st.

>

> sri, 19. 0zu 2025. u 20:43 <budiandriani@privietlab.org> napisao je:

>

>> Dear Editor,

>>

>> We attach the answer for reviewers comments, and the final version
>> after

>> revision and proofread

>>

>> what month this paper will published?

>>

>> Regards,

>>

>>0n 2025-03-19 17:20, Economics Journal wrote:
>>> Dear,

>>>

>>> Thank you.

>>>

>>> sri, 19. ozu 2025. u 11:13 <budiandriani@privietlab.org> napisao

>> je:

>>>

>>>> Dear Editor

>>>>

>>>> Thank you very much will be sent you the latest tomorrow
>>>>

>>>> | attach the my co author CV if there is opportunity to become
>>>> editorial

>>>> member for you esteemed journal, he part of 2% scientist
>>>>

>>>> Regards,

>>>>

>>>>0n 2025-03-19 16:53, Economics Journal wrote:

>>>>> Dear,

>>>>>

>>>>> We would like to inform you that the payment has been
>> successfully
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mailto:budiandriani@privietlab.org

>>>>> processed. We are proceeding with the next steps. Please revise
>>>> the

>>>>> paper according to the reviewers' comments.

>>>>>

>>>>> sri, 19. 0zu 2025. u 10:09 Economics Journal

>>>>> <editorial.papers.economics@gmail.com> napisao je:

>>>>>

>>>>>> Dear,

>>>>>>

>>>>>> We will notify you once we receive the bank statement. This
>> will

>>>>>> happen today.

>S>S>>>>

>>>>>> sri, 19. ozu 2025. u 05:55 <budiandriani@privietlab.org>

>> napisao

>>>>>> je:

>>>>>>

>>>>>>> Dear Editor,

>S>>>>>>

>>>>>>> We sent you 17 euro more, are you received our payment?
>>>>>>>

>>>>>>> Regards,

>>5>>>>>

>>>>>>> 0n 2025-03-17 18:26, Economics Journal wrote:

>>>>>>>> Dear,

>SS>>>>>>

>>>>>>>> We would like to inform you that we have received 807 EUR.
>>>>>>> However,

>>>>>>>> there is still a remaining balance of 12 EUR that needs to be
>>>>>>> gettled.

>SS>>>>>>

>>>>>>>> Please note that we must receive a total of 819 EUR, and you
>>>> are

>>>>>>>> responsible for covering any bank fees required by your bank.
SS>>>5>>>

>>>>>>>> Kindly arrange for the payment of the remaining amount at
>> your

>>>>>>>> earliest convenience.

>SS>>>>>>

>>>>>>>>pon, 17. ozu 2025. u 11:05 Economics Journal

>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SS>>5>>>>

>>>>>>>>> Dear,

SS5>5>5>5>5>>

>>>>>>>>> Understood. We will notify you once the funds arrive.
SS5>>55>>>

>>>>>>>>> |f the payment does not reach us within three days, you will
>>>>>>> need to

>>>>>>>>> try an alternative payment method.

SS5>5>5>5>5>>

>>>>>>>>>pon, 17. ozu 2025. u 11:03 <budiandriani@privietlab.org>
>>>>>>> napisao

>>>>>>>>> je:

SS>>5>5>5>>

>>>>>>>>>> Dear Editor,

SS>5>5>3>>>>

>>>>>>>>>> We try this first, if failed | will try another method
SS>>>5>>>>>

>>>>>>>>>> Regards,

SS>>5>5>>5>>>

>>>>>>>>>> 0n 2025-03-17 16:50, Economics Journal wrote:
SS>>55>55>>5>

>>>>>>>>>>> Dear,

SSS3>55>3>>5>>

>>>>>>>>>>> Thank you for the information. We will notify you once the
>>>>>>> funds

>>>>>>>>>>> grrive in our bank account.

SS>>>5>5>>5>>

>>>>>>>>>>> |f there are any issues with the bank transfer, you also
>>>> have

>>>>>>>>>> the

>>>>>>>>>>> option to make the payment via Western Union.
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SSS555555>>

>>>>>>>>>>>pon, 17. ozu 2025. u 10:46 <budiandriani@privietlab.org>
>>>>>>>>>> Napisao je:

SS55>55>5>>5>>

>>>>>>>>>>>> Dear Editor,

SS5>>5>5>5>>5>5>>

>>>>>>>>>>>> |m sorry for late but since 5 march our finance
>> department

>>>>>>> {ry

>>>>>>>>>> 10

>>>>>>>>>>>> send you but failed from bank so i cant semd you the
>> proof,

>>>>>>> and

>>>>>>>>>> from

>>>>>>>>>>>> 10 march i sick and in patient in hospital,
SSS5>555>555>>

>>>>>>>>>>>> | sent you today from another platform please inform me
>> if

>>>>>>>y0u

>>>>>>>>>>>> received our payment

SSSS555>55>5>>

>>>>>>>>>>>> After you received the payment | will send you the
>> revision

>>>>>>>>>> file

SS5>>55>5>55>>>

>>>>>>>>>>>> You can track the payment here

SSS5>53>5>35>>

SS55>5>5>5>>>

SS55>5>5>>>

>>>5>>>5>>

>S>5>5>>>>

>>>>>>

>>>>>

>>>>

>>>

>>

> https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileApplOS&utm_content=moneyTracker&utm_medium=copy

SSS55555>5>>

>>>>>>>>>>>> Regards,

SSS5>55555>5>>

>>>>>>>>>>>> 0n 2025-03-10 16:08, Economics Journal wrote: Dear,
SSSS>555>55>5>>

>>>>>>>>>>>> Since you have not responded to our emails for a while,
>>we

>>>>>>> glre

>>>>>>>>>>>> (giving

>>>>>>>>>>>> you one more opportunity. Please confirm if and when you
>>>>>>> will

>>>>>>>>>> make

>>>>>>>>>>>> the

>>>>>>>>>>>> payment. We are making the final preparations for our
>>>> jssue,

>>>>>>>>>> and you

>>>>>>>>>>>> are the only author who has not completed the payment and
>>>>>>>>>> submitted

>>>>>>>>>>>> the revised paper. If you do not do so and fail to

>> respond

>>>>>>> {0

>>>>>>>>>> this

>>>>>>>>>>>> email, we will consider that you have withdrawn from
>>>>>>>>>> publication.

>>>>>>>>>>>> Many

>>>>>>>>>>>> guthors are eager to publish their work and do not have
>> the

>>>>>>>>>>>> opportunity, so we kindly ask for a response from you
>>>> within

>>>>>>> )

>>>>>>>>>> days.

SSSS>555>55>5>>

>>>>>>>>>>>> pon, 3. 0zu 2025. u 10:32 Economics Journal
>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSS5>55555>5>>
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>>>>>>>>>>>> Dear,

SSSS>555>55>5>>

>>>>>>>>>>>> Considering that you stated four days ago that the

>> payment

>>>>>>>>>> would be

>>>>>>>>>>>>made, we kindly ask you to confirm whether the payment
>> has

>>>>>>> heen

>>>>>>>>>>>> processed and to provide us with proof of payment.
SSS5>555>5>5>5>>

>>>>>>>>>>>> pet, 28. velj 2025. u 08:38 Economics Journal
>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSSE5>55555>>

>>>>>>>>>>>> Dear,

SSS5555555>>

>>>>>>>>>>>> Thank you for the information provided. Kindly send us
>>>> proof

>>>>>>> of

>>>>>>>>>>>> payment once the transaction has been completed. Please
>>>> note

>>>>>>>>>> that

>>>>>>>>>>>>the process is currently on hold until the payment is
>>>>>>> received.

SSS5>555>555>>

>>>>>>>>>>>> We appreciate your cooperation.

SESE5>55>555>>

>>>>>>>>>>>> Cet, 27. velj 2025. u 18:12

>> <pudiandriani@privietlab.org>

>>>>>>>>>> Napisao

>>>>>>>>>>>> je:

>>>>>>>>>>>> DEar Editor,

SSS533>3>5>53>5>>

>>>>>>>>>>>> the payment will be made tomorrow, and the revision in
>> this

>>>>>>>>>> weekend,

>>>>>>>>>>>> We

>>>>>>>>>>>> got some delay in revision so sorry for perfect revision
>> we

>>>>>>>>>> made

SSS533>3>5>53>5>>

>>>>>>>>>>>> Regards,

SSS5>5>3>3>5>3>>>

>>>>>>>>>>>> 0n 2025-02-26 15:03, Economics Journal wrote: Dear,
SS>>>5>35>5>5>5>>

>>>>>>>>>>>> \When can we expect to receive the corrected paper? When
>>>> will

>>>>>>>>>> the

>>>>>>>>>>>> payment be made?

SSS>5>55>5>5>5>>

>>>>>>>>>>>> |t is very important that we work efficiently.
SSS>5>5>3>5>>>>

>>>>>>>>>>>> uto, 18. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSS5555555>>

SSS5555555>> Dean

SSSS55555>5>>

>>>>>>>>>>>> We are issuing you a letter of acceptance so that you can
>>>>>>>>>>proceed

>>>>>>>>>>>> With the payment. Please continue with revising the work
>>>> and

SSS>S>S>>>>>> making

SS5>>55>5>>5>>

>>>>>>>>>>>the payment. The payment needs to be completed as soon as
>>>>>>>>>> possible

SS55555>5>>

>>>>>>>>>>> 50 that we can proceed with the next steps.

SSS5>5>3>5>35>>

>>>>>>>>>>> Uto, 18. velj 2025. u 08:12 <budiandriani@privietlab.org>

>>>>>>>>>> Napisao

>>>>>>>>>>>je:
SSSS>>5>>>>

>>>>>>>>>>> Dear Editor,
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SS5>>555>>5>>

>>>>>>>>>>> We will submit the revision this weekend and make a
>> payment

>>>>>>> next

>>>>>>>>>>> week,

>>>>>>>>>>> because we need some process to make transfer in euro
SS55>5>5>5>5>5>>

>>>>>>>>>>> s it possible after the revision, the journal send us the
>>>>>>>>>>> gcceptance

>>>>>>>>>>> before the payment?

SSS5>535>35>>

>>>>>>>>>>> Regards,

SSS5>555>5>5>>

>>>>>>>>>>> 0n 2025-02-17 16:14, Economics Journal wrote: Dear,
SS55>55>5>5>5>>

>>>>>>>>>>> Please ensure to respond to our emails efficiently. This
>> s

>>>>>>>>>> crucial

>>>>>>>>>>> for a successful collaboration.

SS55>55>5>>5>>

>>>>>>>>>>> Could you kindly inform us when we can expect the

>> corrected

>>>>>>>>>> work

SS5>>5>5>5>>>

>>>>>>>>>>> and payment? The process will be suspended until the
>> payment

>>>>>>> g

>>>>>>>>>>> made.

>>>>>>>>>>> gri, 12. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSS555>555>>

>>>>>>>>>>> Dear,

SSS555555>>

>>>>>>>>>>> We are sending you the second review. You may now revise
>>>>y0ur

SSS555>55>> paper

SSS>S>5>55>5>>

>>>>>>>>>>>> according to the provided feedback.

SSS5555>555>>

>>>>>>>>>>>> Additionally, as stated at the beginning, payment is
>>>>>>> required

>>>>>>>>>> gfter

SS>5>5>3>>>>

>>>>>>>>>>>> receiving the reviews. The payment should be made via
>> SWIFT

>>>>>>>>>> bank

SSS>5>5>5>55>>

>>>>>>>>>>>> transfer, and the total amount is 700 EUR + VAT (17%),
>>>>>>>>>> equaling

SSS>5>5>5>5>5>>

>>>>>>>>>>> 819 EUR. Payment instructions are attached.
SSS555555>>

>>>>>>>>>>> Please confirm receipt of this email and inform us about
>> the

>>>>>>>>>> next

SS55>5>5>5>>>

>>>>>>>>>>>> gteps.

SSSE5>55>555>>

>>>>>>>>>>>> sri, 12. velj 2025. u 05:39 <budiandriani@privietlab.org>

>>>>>>>>>> napisao

SS>5>5>5>>>>

SSSS>>55>>> je:

SSS>>5>3>5>5>5>>

>>>>>>>>>>> Dear Editor,

SS>>5>5>>5>>

>>>>>>>>>>> \We need to revise now or wait for second review?
SOSSS>S>5>>5>>

>>>>>>>>>>> Regards

SSS3>5>3>3>5>>>

>>>>>>>>>>> 0n 2025-02-10 21:08, Economics Journal wrote: Dear,
SSS>>5>>5>5>5>>

>>>>>>>>>>> We are sending you the first review of your paper. We hope
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>>>>>>>>>> that
SS55>55>5>>>
>>>>>>>>>>> the second review will be completed soon.

SSS555555>>

>>>>>>>>>>> sub, 8. velj 2025. u 18:52 <budiandriani@privietlab.org>

>>>>>>>>>> Nnapisao

SS55>55>5>>>

>>>>>>>>>>> je.

>>>>>>>>>>> Dear Editor,

SS55>5>5>5>5>5>>

>>>>>>>>>>> Ok we will wait

SS55>55>5>>5>>

>>>>>>>>>>> Regards,

SS5>5>55>5>>5>>

>>>>>>>>>>> 0n 2025-02-08 20:08, Economics Journal wrote: Dear,
SSS5>555>5>5>>

>>>>>>>>>>> Your paper has been sent for the review process. We need
>>>>>>>>>> 10

SS>5>5>3>53>>5>

>>>>>>>>>>> be patient while the esteemed reviewers complete their
>>>>>>>>>> evaluations.

SS555555>5>>

>>>>>>>>>>> sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org>
>>>>>>>>>> napisao

SS55>55>5>>>

>>>>>>>>>>>je:

>>>>>>>>>>> Dear Editor,

SS55>5>5>5>5>5>>

>>>>>>>>>>> |m sorry for wrong attachment in email before | attach th
>>>>>>>>>> New

SS55>55>5>>>

>>>>>>>>>>> file already meets requirement with your template
SS55>55>5>>5>>

>>>>>>>>>>> We agree for pay that apc after acceptance
SSS5>5>3>5>5>>

>>>>>>>>>>> Regards,

SSS5>55>5>5>5>>

>>>>>>>>>>> 0n 2025-02-08 15:18, Economics Journal wrote: We have
>>>>>>> received

>>>>>>>>>>y0ur

>>>>>>>>>>> esteemed paper and appreciate your

>>>>>>>>>> choice

SS>5>5>3>>>>

>>>>>>>>>>> of our journal. The topic: _How Vertical and Horizontal
>> Pay

>>>>>>>>>> Gaps

SS55>55>5>>>

>>>>>>>>>>> in Research and Development Affect Corporate Innovation in
>>>>>>>>>> I[ndonesian

SS55>55>5>>>

>>>>>>>>>>> Public Firms___ is interesting, as is the research

>> jtself,

>>>>>>>>>> and

SS5>5>55>5>>>

>>>>>>>>>>> it certainly deserves the attention of our journal.
SSS5>555>5>5>>

>>>>>>>>>>> The editorial board kindly requests that you format your
SS55>55>5>>> paper

SS>5>5>3>5>>>

>>>>>>>>>>> in accordance with our guidelines, as this is the minimum
>>>>>>>>>> requirement

SS5>5>55>5>>>

>>>>>>>>>>> for continuing our collaboration. The abstract must be
>>>>>>>>>> gignificantly

SS5>>55>5>>>

>>>>>>>>>>> improved to meet international standards, as follows:
SSS5>5>3>5>35>>

>>>>>>>>>>> The abstract (200-250 words) needs to clearly present
>>>>>>>>>> the

SS5>5>55>5>>>

>>>>>>>>>>> main idea of the paper and research results. It must

>> include
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>>>>>>>>>> sufficient

SS55>55>5>>>

>>>>>>>>>>> information for readers to assess the nature and
>>>>>>>>>> significance of

SSS55>5>5>>>

>>>>>>>>>>> the topic. The abstract should summarize the objectives of
>>>>>>>>>> the

SS55>5>5>3>>>

>>>>>>>>>>> paper, methodology, results, and conclusions. To enhance
>>the

>>>>>>>>>> visibility

SS55>55>5>>>

>>>>>>>>>>> of the article, the abstract should reiterate keywords and
>>>>>>>>>> phrases

SS55>55>5>>>

>>>>>>>>>>> while avoiding unnecessary repetition.

SS5>>55>5>>5>>

>>>>>>>>>>> The references must be arranged in alphabetical order by
>>>>>>>>>> the

SS55>5>5>5>>>

>>>>>>>>>>> guthors' last names and chronologically for works by the
>>>> same

>>>>>>>>>> guthor.

SS>5>5>5>3>>>

>>>>>>>>>>> Citations should be formatted according to the prescribed
>>>>>>>>>> standards

SSS5>5>5>5>>>

>>>>>>>>>>> for books, journals, and other sources.

SSS5>555>5>5>>

>>>>>>>>>>> |f you accept these conditions, please inform us. After
>>>>>>>>>> positive

SS>5>5>3>3>>>

>>>>>>>>>>> reviews, an APC of 700 EUR must be paid.

SS55>5>5>5>5>5>>

>>>>>>>>>>> |f you agree with the stated terms, please notify us so
>S5>>>555>> We

SSS5>55>5>>>

>>>>>>>>>>> can proceed with the publication process. For any further
>>>>>>>>>>> questions,

>S>>>>>>>>> We

SS55>55>5>>>

>>>>>>>>>>> remain at your disposal.

SSS55>5>>>>>

SS55>55>5>55>5> -

SSS5>55>5>5>5>>

>>>>>>>>>>> _Best regards,_

SSS5>5>5>5>5>5>>

>>>>>>>>>>> Sara Drakul

SS55>55>5>>5>>

>>>>>>>>>>> CO-EDITOR_

>>>>>>>>>>> _"Economics” Journal_
>>>>>>>>>>>_aconomics.oikos.institut@gmail.com_

>>>>>>>>>>> _www.oikosinstitut.org [1] [1] [1] [1] [1][1 [2]] [1 [2]]

>> [1

>>>> [2]] [1

>>>>>>> [2]]

>>>>>>>>>> [1[2]]
>>>>>>>>>>> [1 [2]]

>>>>>>>>>>> https://economicsrs.com/index.php/eier/index

SSS555>55>>

SSS5>55>5>>>

S>5>>>>>

>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml
SS>555>3>3>>>

>>>>>>>>>>> +387 55 423 183

SSS5>555>5>5>>

>>>>>>>>>>> +387 63 984 290

SSS555555>>

>>>>>>>>>>> Links:
>S>>5555>5>> -

>>>>>>>>>>> [1] http://www.oikosinstitut.org/

SSSS>5>5>5>5>>
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SS>>5>5>5>>> -

SS>>>5>>>>>

>>>>>>>>>> _Best regards,_

SS>>>5>>5>>>

>>>>>>>>>> Sara Drakul

SS>>55>55>>>

>>>>>>>>>> _CO-EDITOR_

>>>>>>>>>> _"Economics” Journal_
>>>>>>>>>>_economics.oikos.institut@gmail.com_
>>>>>>>>>> _www.oikosinstitut.org [1] [1] [1]1 [1] [1]1 [1 [1]1 [1 [1]]
>> [1

>>>>[1]]1[1

>>>>>>> [1]] [2

>>>>>>>>>> [2]]_

>>>>>>>>>> https://economicsrs.com/index.php/eier/index

SESSS>5>5>5>5>>

SS5>>55>5>>>

>S5>5>>>>

>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml
SS55>5>5>5>>>

>>>>>>>>>>> +387 55 423 183

SSS>55>55>5>5>>

>>>>>>>>>>> +387 63 984 290
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>>>>>>>>>>> Links:
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SS>>>5>>5>>>

>>>>>>>>>> _Best regards,_

SS>>5>5>5>>>

>>>>>>>>>> Sara Drakul

SSS5>5>>>>>

>>>>>>>>>> _CO-EDITOR_

>>>>>>>>>> _"Economics"” Journal_

>>>>>>>>>> _economics.oikos.institut@gmail.com_
>>>>>>>>>> _www.oikosinstitut.org [1]1 [1] [1]1 [1] [11 [1 [1]1 [1 [1]]
>> [1

>>>> [1]] [2

>>>>>>> [2]]

>>>>>>>>>> https://economicsrs.com/index.php/eier/index

SSS555>55>>

SS>5>3>5>>>>

S>S>>5>5>>

>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml
SSS>>3>>>>>

>>>>>>>>>>> +387 55423 183

SS>3>5>3>3>>5>>

>>>>>>>>>>> +387 63 984 290

SSS555555>>

>>>>>>>>>>> Links:

O s s —

>>>>>>>>>>> [1] http://www.oikosinstitut.org
>>>>>>>>>>> [2] http://www.oikosinstitut.org/

SS>>5>5>>5>>>

SS>>>3>5>5>>> -

SSS5>5>>>>>

>>>>>>>>>>_Best regards,_

SS>5>5>5>>>>

>>>>>>>>>> Sara Drakul

SS>>>5>>5>>>

>>>>>>>>>>_CO-EDITOR_

>>>>>>>>>>_"Economics" Journal_
>>>>>>>>>>_economics.oikos.institut@gmail.com_
>>>>>>>>>> _www.oikosinstitut.org [1] [1]1 [1] [1] [1][1 [1]]1 [1 [1]]
>>[2

>>>> [2]]_

>>>>>>>>>> https://economicsrs.com/index.php/eier/index

SSS>55>5>55>>

SSSS>5>5>5>5>>
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Re: Scopus

From <budiandriani@privietlab.org>
To Economics Journal <editorial.papers.economics@gmail.com>
Date 2025-03-2213:16

[w] revision copyediting.docx (~211 KB) Open_Access_License-9.pdf (~86 KB)

Dear Editor,

We attached the file after revision following your requested and the license

Regards,



On 2025-03-20 18:40, Economics Journal wrote:



Dear,

We are pleased to inform you that both reviewers have approved your
paper. The manuscript will now proceed to the technical editing stage.
However, before that, please make the following revisions:

* Remove all figures from the Introduction, as no graphics, tables,
or analyses are allowed in this section.

* Mark all in-text citations in red font for easy identification.

* Figure/Table/Image titles should be placed above the figure, while
the source should be placed below.

* Tables must be fully enclosed with borders on all sides.

* Add sources below all tables, with titles placed above.

* Ensure that all references include a DOI or a link if available.

* Highlight all DOI numbers and links in red font for clarity.

Once these revisions are completed, please send us the updated paper
so that we can proceed with the technical editing process.

Additionally, please fill out the attached license form and return it
along with the revised manuscript.

sri, 19. ozu 2025. u 21:15 <budiandriani@privietlab.org> napisao je:

Dear Editor,

Thank you

On 2025-03-20 02:47, Economics Journal wrote:

Dear,

We have forwarded your paper to the reviewers and are awaiting

their

feedback. Your work will be published in the next issue, 13(2),

which

is scheduled for final publication on June 1st.

sri, 19. oZu 2025. u 20:43 <budiandriani@privietlab.org> napisao

je:

Dear Editor,

We attach the answer for reviewers comments, and the final

version

after
revision and proofread

what month this paper will published?

Regards,

On 2025-03-19 17:20, Economics Journal wrote:

Dear,

Thank you.

sri, 19. ozu 2025. u 11:13 <budiandriani@privietlab.org>

napisao

je:

Dear Editor

Thank you very much will be sent you the latest tomorrow

I attach the my co author CV if there is opportunity to become
editorial

member for you esteemed journal, he part of 2% scientist

Regards,

On 2025-03-19 16:53, Economics Journal wrote:

I Dear.
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We would like to inform you that the payment has been

successfully

processed. We are proceeding with the next steps. Please

revise

the

paper according to the reviewers' comments.

sri, 19. ozu 2025. u 10:09 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:

Dear,

We will notify you once we receive the bank statement. This

will

happen today.

sri, 19. ozu 2025. u 05:55 <budiandriani@privietlab.org>

napisao

je:

Dear Editor,

We sent you 17 euro more, are you received our payment?

Regards,

On 2025-03-17 18:26, Economics Journal wrote:

Dear,

We would like to inform you that we have received 807 EUR.

However,

there is still a remaining balance of 12 EUR that needs to

be

settled.

Please note that we must receive a total of 819 EUR, and
you

are

responsible for covering any bank fees required by your
bank.

Kindly arrange for the payment of the remaining amount at

your

earliest convenience.

pon, 17. ozu 2025. u 11:05 Economics Journal

<editorial.papers.economics@gmail.com> napisao je:
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will

Dear,

Understood. We will notify you once the funds arrive.

If the payment does not reach us within three days, you

need to
try an alternative payment method.
pon, 17. ozu 2025. u 11:03 <budiandriani@privietlab.org>
napisao
je:
Dear Editor,
We try this first, if failed I will try another method
Regards,
On 2025-03-17 16:50, Economics Journal wrote:
Dear,
Thank you for the information. We will notify you once
funds
arrive in our bank account.
If there are any issues with the bank transfer, you also
ave

the

option to make the payment via Western Union.

pon, 17. oZu 2025. u 10:46

<budiandriani@privietlab.org>

Q.

napisao je:

Dear Editor,

Im sorry for late but since 5 march our finance

epartment

try

to

I send you but failed from bank so i cant semd you the
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|
proof,
and
from
10 march i sick and in patient in hospital,
I sent you today from another platform please inform me
if
you
received our payment
After you received the payment I will send you the
revision
file
You can track the payment here

https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileAppIOS&utm_content=moneyTracker&utm_medium=copy

Regards,

On 2025-03-10 16:08, Economics Journal wrote: Dear,

Since you have not responded to our emails for a while,

we

are

giving

you one more opportunity. Please confirm if and when

you

will

make

the
payment. We are making the final preparations for our

issue,

and you

are the only author who has not completed the payment



https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileAppIOS&utm_content=moneyTracker&utm_medium=copy

and

submitted
the revised paper. If you do not do so and fail to
respond
to
this
email, we will consider that you have withdrawn from
publication.
Many
authors are eager to publish their work and do not have
the
opportunity, so we kindly ask for a response from you
within
2
days.
pon, 3. ozu 2025. u 10:32 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
Considering that you stated four days ago that the
payment
would be
made, we kindly ask you to confirm whether the payment
has
been
processed and to provide us with proof of payment.
pet, 28. velj 2025. u 08:38 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
Thank you for the information provided. Kindly send us
proof
of
payment once the transaction has been completed. Please
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note

that

the process is currently on hold until the payment is

received.

We appreciate your cooperation.

cet, 27. velj 2025. u 18:12

<budiandriani@privietlab.org>

napisao

je:
DEar Editor,

the payment will be made tomorrow, and the revision in

this
weekend,
we
got some delay in revision so sorry for perfect
revision
we
made
Regards,
On 2025-02-26 15:03, Economics Journal wrote: Dear,
When can we expect to receive the corrected paper? When
will
the
payment be made?
It is very important that we work efficiently.
uto, 18. velj 2025. u 08:56 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
We are issuing you a letter of acceptance so that you
C

an

proceed
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work
and
making
the payment. The payment needs to be completed as soon
as

possible

so that we can proceed with the next steps.

uto, 18. velj 2025. u 08:12

<budiandriani@privietlab.org>

napisao

je:

Dear Editor,

We will submit the revision this weekend and make a

payment
next
week,
because we need some process to make transfer in euro
is it possible after the revision, the journal send us
the
acceptance
before the payment?
Regards,
On 2025-02-17 16:14, Economics Journal wrote: Dear,
Please ensure to respond to our emails efficiently. This
is
crucial
for a successful collaboration.
Could you kindly inform us when we can expect the
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| |
corrected
work
and payment? The process will be suspended until the
payment
is
made.
sri, 12. velj 2025. u 08:56 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
We are sending you the second review. You may now revise
your
paper
according to the provided feedback.
Additionally, as stated at the beginning, payment is
required
after
receiving the reviews. The payment should be made via
SWIFT
bank
transfer, and the total amount is 700 EUR + VAT (17%),
equaling
819 EUR. Payment instructions are attached.
Please confirm receipt of this email and inform us about
the
next
steps.
sri, 12. velj 2025. u ©5:39
<budiandriani@privietlab.org>
napisao
je: ‘
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Dear Editor,

We need to revise now or wait for second review?

Regards

On 2025-02-10 21:08, Economics Journal wrote: Dear,

We are sending you the first review of your paper. We

that

the second review will be completed soon.

sub, 8. velj 2025. u 18:52 <budiandriani@privietlab.org>

napisao

je:
Dear Editor,

Ok we will wait

Regards,

On 2025-02-08 20:08, Economics Journal wrote: Dear,

Your paper has been sent for the review process. We need

to

Ibe patient while the esteemed reviewers complete their

evaluations.

sub, 8. velj 2025. u 11:32 <budiandriani@privietlab.org>

napisao

je:
Dear Editor,

Im sorry for wrong attachment in email before I attach

new

file already meets requirement with your template

We agree for pay that apc after acceptance

Regards,

On 2025-02-08 15:18, Economics Journal wrote: We have

eceived

your

Iesteemed paper and appreciate your

choice

Iof our journal. The topic: _How Vertical and Horizontal
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Pay

Gaps

in Research and Development Affect Corporate Innovation

in
Indonesian
Public Firms___ is interesting, as is the research
itself,
and
it certainly deserves the attention of our journal.
The editorial board kindly requests that you format your
paper
in accordance with our guidelines, as this is the
minimum
requirement
for continuing our collaboration. The abstract must be
significantly
improved to meet international standards, as follows:
The abstract (200-250 words) needs to clearly present
the
main idea of the paper and research results. It must
include
sufficient
|information for readers to assess the nature and
significance of
|the topic. The abstract should summarize the objectives
of
the
paper, methodology, results, and conclusions. To enhance




the

visibility

of the article, the abstract should reiterate keywords

phrases

while avoiding unnecessary repetition.

The references must be arranged in alphabetical order by

the

authors' last names and chronologically for works by the

same

author.

Citations should be formatted according to the

prescribed

standards

for books, journals, and other sources.

If you accept these conditions, please inform us. After

positive

reviews, an APC of 700 EUR must be paid.

If you agree with the stated terms, please notify us so

we

can proceed with the publication process. For any

further

questions,

we

remain at your disposal.

_Best regards, _

Sara Drakul

_CO-EDITOR_
_"Economics" Journal_
economics.oikos.institut@gmail.com
_www.oikosinstitut.org [1] [1] [1] [1] [1] [1] [1 [2]]
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1. INTRODUCTION

Indonesia's commitment to research and development (R&D) remains modest compared to
global standards. In 2020, the country's R&D expenditure was approximately 0.28% of its
Gross Domestic Product (GDP), which is relatively low compared to other nations such as
South Korea, which invests around 4.9% of its GDP in R&D (World Bank, 2024). According
to the Global Innovation Index (GII) (2023), Indonesia is ranked 61st among the 132
economies. This marks a significant improvement over previous years, where Indonesia ranked
75th in 2022, 87th in 2021, and 85th in 2020. Despite this progress, Indonesia's position remains
modest compared to that of other nations, reflecting its relatively low investment in R&D. This
limited investment in R&D contributes to Indonesia's current standing in global innovation
rankings.

This improvement indicates significant strides in the country's innovation landscape.
Specifically, the rankings for innovation input factors, such as institutional frameworks,
infrastructure, and market sophistication, have steadily improved, climbing from 91st in 2020
to 64th in 2023. Similarly, innovation outputs, which measure tangible results such as patents
and technological developments, have improved from 76th in 2020 to 63rd in 2023. This
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positive trajectory suggests that Indonesia has effectively enhanced both the foundational
elements required for innovation and its capacity to convert inputs into productive outcomes.
Despite these advancements, however, the overall rankings demonstrate that Indonesia's
innovation capabilities still lag behind global leaders.

The modest innovation rankings highlight the urgent need to identify internal organizational
factors that could significantly boost corporate innovation in Indonesia. Prior studies have
extensively explored the various determinants of corporate innovation (Manso, 2011), including
financial structure (Hausman & Johnston, 2014), corporate governance (Fahlevi et al., 2022),
and knowledge management (Chemmanur & Tian, 2012). However, the influence of internal
organizational compensation structures, particularly those involving R&D personnel, remains
relatively understudied, especially in emerging markets (Chang et al., 2015). To bridge this gap,
we propose examining two novel indicators of pay dispersion using the Coefficient of Variation
(CV), calculated as the ratio of the standard deviation to mean salary within relevant employee
groups. Specifically, we investigate the vertical pay gap, defined as the CV between
management and R&D teams (CV_MT-RDP), and the horizontal pay gap between R&D teams
and other departmental employees (CV_RDP-OE). Adopting this approach aligns with recent
research that suggests that relative dispersion measures more accurately capture perceived
compensation inequality and its impact on employee motivation and collaboration (Faleye et
al., 2013; Mueller et al., 2017). Analyzing these pay dispersion measures is critical, as R&D
personnel are key agents that directly influence firms’ innovative outputs, and understanding
their motivational environment is essential for enhancing innovation outcomes.

Beyond financial resources alone, internal pay structures significantly shape how R&D
personnel perceive their relative value and status within an organization, influencing their
willingness to innovate and collaborate effectively (Faleye et al., 2013; Mueller et al., 2017).
This study builds upon social comparison theory (Festinger, 1954), which posits that employees
assess their organizational standing and compensation fairness by comparing themselves with
similar-level colleagues across departments. Unlike absolute compensation levels, perceptions
arising from such comparisons directly impact morale, trust, and propensity to engage in
innovative and collaborative efforts (Breza et al., 2017; Card et al., 2012). Specifically, we
hypothesize that a pronounced vertical pay disparity, measured using the coefficient of variation
between management and R&D personnel salaries (CV_MT-RDP), could generate negative
comparisons, leading R&D personnel to perceive themselves as undervalued compared with
management. Such perceptions may demotivate R&D staff and reduce their initiatives toward
innovative projects. Furthermore, horizontal pay disparities, represented by the coefficient of
variation between R&D personnel and employees from other departments (CV_RDP-OE), may
amplify negative social comparisons, impairing cross-departmental collaboration essential for
innovation (Shaw, 2015; Trevor et al., 2012).

Utilizing comprehensive salary data from publicly listed Indonesian firms, our empirical
analysis confirms these hypotheses: both CV-based vertical and horizontal pay disparities
negatively correlate with corporate innovation outputs, particularly patent productivity and
citation frequency. These negative relationships are notably stronger within state-owned
enterprises (SOEs), reflecting heightened sensitivity toward perceived inequalities in
organizations with traditionally egalitarian cultures. Additionally, further analysis of industry-
level variations underscores that, while a certain level of managerial pay premium could be
justified to reward leadership responsibilities, excessively high managerial pay relative to R&D
and other departmental salaries can trigger adverse comparisons and significantly disrupt
innovation processes.

Unlike previous studies that primarily emphasize monetary incentives at the individual or
managerial level as key drivers of corporate innovation (Bobillo et al., 2018; Yang et al., 2022),
our study uniquely underscores the influence of perceived internal pay inequality on innovation
performance. Moving beyond absolute compensation levels, we introduce a novel
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conceptualization of relative pay disparities using the coefficient of variation (CV), which better
captures employees' perceptions of pay fairness within organizational hierarchies and across
departments. Drawing upon social comparison theory (Festinger, 1954), we argue that
innovation emerges not only from direct financial incentives, but also significantly from
employees’ perceptions of their relative organizational value. Negative comparisons arising
from substantial pay disparities can impede collaboration, reduce motivation, and stifle creative
initiatives that are essential for innovation (Cullen & Perez-Truglia, 2022). Therefore, our study
provides fresh insights by illustrating how both vertical and horizontal pay disparities, as
perceived inequities rather than absolute gaps, critically shape innovation outcomes within
organizations. By integrating the psychological perspectives of fairness into the economic
analyses of corporate innovation, we uncover an underexplored dimension of how internal
organizational dynamics fundamentally affect firms' innovative capacities.

Our research addresses this gap by empirically demonstrating that relative pay disparities
captured through the coefficient of variation affect innovation not merely by shaping individual
behavior but by altering collaboration dynamics and motivational climates across departments.
Specifically, our study reveals that perceived vertical pay disparities between management and
R&D teams and horizontal pay disparities between R&D and other departmental employees
significantly influence corporate innovation by affecting internal collaboration and
organizational trust. This expands the application of social comparison theory beyond
traditional individual-level analyses, showing how collective perceptions of inequality can
substantially shape organizational innovation performance (Gartenberg & Wulf, 2017; Ma et
al., 2023; Nickerson & Zenger, 2008). Additionally, our decomposition analysis at the industry
level uncovers how managerial pay premiums when excessive can inadvertently trigger
negative social comparisons that undermine cooperative behavior essential for innovation,
contrasting sharply with conventional economic theories suggesting that such premiums solely
serve to mitigate agency problems.

Our findings also have practical implications for the design of effective compensation strategies
to enhance innovation. For instance, firms, particularly state-owned enterprises characterized
by strong collective and egalitarian norms, should carefully manage horizontal pay disparities
across departments to maintain collaborative environments conducive to innovation.
Conversely, in private firms with more individualized, market-oriented cultures, modest vertical
pay distinctions that clearly reflect contribution differences may motivate innovation without
negatively affecting cross-departmental cooperation. Strategically positioning R&D pay within
industry benchmarks can help firms leverage relative compensation as a tool for sustaining
long-term innovation performance.

2. LITERATURE REVIEW

2.1. Social Comparison Theory

Social Comparison Theory was first proposed by Festinger (1954), who argued that individuals
possess an inherent drive to evaluate their own abilities, status, and circumstances by comparing
themselves to others. These comparisons serve as essential benchmarks for self-evaluation,
particularly when the objective criteria are lacking or unclear. Festinger (1954) highlighted two
primary types of social comparisons: upward comparison, which occurs when individuals
compare themselves with those perceived as superior, and downward comparison, which
involves comparisons with those perceived as inferior. Each type of comparison yields different
emotional and behavioral responses; upward comparisons may motivate self-improvement or
induce dissatisfaction, whereas downward comparisons might enhance self-esteem or reinforce
complacency (Buunk & Gibbons, 2007).

Researchers have expanded the scope of social comparison theory beyond individual self-
assessment, applying it to organizational contexts to understand workplace dynamics and
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employee behaviors (Matthews & Kelemen, 2025; Roelof et al., 2023). Social comparisons
regarding compensation within organizations have become a critical area of study, as salary
represents a tangible metric for assessing one’s organizational value and status relative to peers.
Studies in this domain emphasize that employees frequently engage in comparisons with
coworkers who occupy similar positions or job roles (Watto et al., 2023). Negative social
comparisons resulting from perceived pay inequalities have consistently been shown to
decrease job satisfaction, motivation, and overall organizational commitment (Cullen & Perez-
Truglia, 2022; Maier et al., 2022).

In the specific context of corporate finance, social comparison theory suggests that perceived
fairness or unfairness in compensation not only affects individual motivation, but also
significantly shapes group cohesion and cooperative behaviors essential for innovation
activities (Nickerson & Zenger, 2008). If R&D personnel perceive their compensation as
unfairly low relative to their colleagues in management or other departments, negative
comparisons may arise, diminishing motivation, limiting information sharing, and hindering
the collaborative processes crucial to innovation success. Conversely, when compensation is
perceived as fair or justifiable, positive social comparisons can foster a cooperative culture that
enhances creative problem solving, knowledge exchange, and innovation productivity
(Gartenberg & Wulf, 2017; Watto et al., 2023).

Hierarchical structures and collectivist cultures can uniquely shape perceptions of
compensation (Mushtaq et al., 2022; Ruddin et al., 2020). Thus, applying social comparison
theory to analyze pay disparities both vertically (management vs. R&D) and horizontally (R&D
vs. other departments) provides valuable insights into how internal perceptions of fairness drive
collaborative innovation efforts within firms. This perspective allows us to better understand
the indirect psychological mechanisms linking internal financial structures to innovation
outcomes, thus contributing a novel theoretical lens to the existing innovation research.

2.2. Vertical Pay Disparity between Management and R&D Personnel and Corporate
Innovation

Corporate innovation depends not only on tangible financial resources but also on intangible
motivational factors driven by employees’ perceptions of fairness and status within the
organization (Ahmad et al., 2023; Alhitmi et al., 2023; Huang et al., 2024). Employees,
particularly those in critical innovation roles, such as R&D, frequently assess their value and
status within the firm by comparing their compensation relative to management (Lerner & Wulf,
2007; Sauermann & Cohen, 2010). According to social comparison theory (Festinger, 1954),
such vertical comparisons significantly influence employees' perceptions of fairness and
organizational recognition (Cullen & Perez-Truglia, 2022). When R&D personnel perceive
excessive vertical pay disparities relative to top management, feelings of inequity could arise,
diminishing motivation and undermining their commitment to innovation activities. This
psychological mechanism is particularly relevant in Indonesia, where cultural norms emphasize
respect and harmony, causing pronounced sensitivity toward perceived inequities between
hierarchical levels within organizations (Pfeifer & Stephan, 2019). Thus, we propose:

H1: The vertical pay disparity between management and R&D personnel, measured by the
coefficient of variation (CV_MT-RDP), negatively affects corporate innovation.

2.3. Horizontal Pay Disparity between R&D Personnel and Employees in Other Departments
and Corporate Innovation

Innovation within firms also depends significantly on cross-departmental collaboration and
collective organizational efforts. Previous studies have highlighted that successful innovation
requires strong inter-departmental cohesion, information sharing, and mutual support
(Nickerson & Zenger, 2008; Trevor et al., 2012). Social comparison theory underscores that
perceived horizontal pay disparity differences in compensation among employees occupying
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similar hierarchical positions across various departments can negatively influence interpersonal
trust, cooperation, and overall organizational morale (Fredrickson et al., 2010; Watto et al.,
2023). In Indonesian companies, which are known for their collectivist orientation, horizontal
pay inequalities between R&D personnel and peers in other departments could be especially
detrimental. Excessive disparities may lead employees to perceive their efforts and
contributions as undervalued compared with their colleagues, resulting in reduced motivation,
diminished collaboration, and decreased commitment to organizational objectives such as
innovation. Thus, we propose:

H2: The horizontal pay disparity between R&D personnel and employees in other departments,
measured by the coefficient of variation (CV_RDP-OE), negatively affects corporate
innovation.

2.4. Moderating Role of Organizational Type (SOE vs. non-SOE)

The influence of perceived pay disparities on innovation may also vary significantly according
to the organizational type. State-owned enterprises (SOEs) in Indonesia typically emphasize
egalitarian structures and collective values, making them more susceptible to the negative
perceptions arising from pay inequalities (Breza et al., 2017; Meiryani et al., 2023). By contrast,
private or non-state-owned enterprises (non-SOEs), driven by market competition and
individual performance incentives, can better tolerate pay disparities if these differences reflect
genuine productivity and contribution differences (Mueller et al., 2017). Consequently, the
negative effects of both vertical and horizontal pay disparities on innovation are likely to be
stronger for SOEs than non-SOEs. Accordingly, we propose the following hypothesis:

H3a: The negative effect of vertical pay disparity (CV_MT-RDP) on corporate innovation is
stronger for SOEs than non-SOEs.

H3b: The negative effect of horizontal pay disparity (CV_RDP-OE) on corporate innovation is
stronger in SOEs than in non-SOEs

2.5. Conceptual Framework

Unlike previous research that focuses predominantly on absolute pay structures or incentive
mechanisms targeting managerial roles (Ederer & Manso, 2013; Manso, 2011), our study
introduces a novel psychological and cultural dimension to compensation incentives by
explicitly applying social comparison theory within the context of innovation.

Figure 1. Conceptual Framework

Vertical Pay Disparity
(CV_MT-RDP)

Control Variables
1. Firm Size
2. R&D Intensity
3. Profitability
4. Leverage

Corporate Innovation

Horizontal Pay Disparity
(CV_RDP-OFE)

Organizational Type

(SOEs vs. non-SOEs)

Source: (Researcher, 2025)
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As shown in Figure 1, this approach extends the traditional understanding of corporate
innovation, emphasizing that employee perceptions of relative compensation fairness critically
shape collaborative innovation processes. By employing the coefficient of variation (CV) to
quantify pay disparities, this study further advances empirical methods for capturing perceived
inequities more accurately. Moreover, our study provides insights into how internal pay
perceptions uniquely affect innovation performance within Indonesian firms, particularly
contrasting outcomes in SOEs and non-SOEs. Thus, we not only add a nuanced psychological
perspective to the innovation literature but also deliver practical implications tailored
specifically to Indonesia's corporate cultural and structural contexts.

3. METHODOLOGY

This study adopts a quantitative research design using secondary data to empirically investigate
how perceived pay disparities influence corporate innovation outcomes (Saunders et al., 2009;
Sekaran & Bougie, 2016). The analytical approach includes various regression-based
techniques to test the hypotheses (Fahlevi et al., 2023). To enhance the validity and robustness
of the results, additional methodological strategies such as instrumental variable (IV) estimation
and entropy balancing matching were applied. These techniques help to address potential
endogeneity, selection biases, and unobserved heterogeneity in the relationships examined,
thereby improving the reliability and interpretability of our findings.

3.1. Sample Selection

Our sample focused on publicly listed firms in Indonesia from 2018 to 2022. This timeframe
was selected because it marks the implementation of updated accounting standards in Indonesia,
which mandated more detailed disclosure of R&D expenses. The data used in this study were
gathered from various sources. Patent application and citation data were retrieved from
Indonesia’s Ministry of Law and Human Rights through the Cipta Kekayaan Intelektual
database, while executive compensation, employee salary details, and financial variables were
sourced from the Indonesia Stock Exchange (IDX) and Financial Services Authority (OJK).
Following rigorous data-cleaning processes, the final dataset included approximately 1,505
firm-year observations. This refined sample size ensures higher reliability and minimizes
potential biases, while focusing on companies with substantial R&D activity and innovation
outputs, which are critical for the study.

3.2. Measurements

Corporate innovation, the dependent variable in this study, is measured using two indicators:
patent counts and patent citations. Patent counts, a widely used proxy for firm-level innovation,
have been validated in prior research (Henderson et al., 2005; Lerner & Wulf, 2007). Patent
citations, often used to assess the quality and impact of innovation, are supported by empirical
studies that demonstrate their strong correlation with technological significance and firm
performance (Fahlevi et al., 2024). Patent counts are expressed as the natural logarithm of the
total number of patents filed by a firm in a given year and serve as a proxy for innovation
volume. Patent citations, also transformed into logarithmic form, indicate the quality and impact
of a firm’s innovations by measuring the number of citations received by their patents. These
data were obtained from Indonesia’s Ministry of Law and Human Rights and provide a robust
measure of firm-level innovation output.

The independent variables focus on pay disparities within firms, specifically, vertical and
horizontal pay disparities. The coefficient of variation (CV) is used to measure these disparities,
a method supported by prior compensation studies examining income dispersion and its
organizational effects (Faleye et al., 2013; Mueller et al., 2017). Vertical pay disparity, which



TITEE OF THE PAPER

reflects income differences between management and R&D personnel, is commonly examined
in studies of executive compensation and firm innovation (Fredrickson et al., 2010). Horizontal
pay disparity, which captures salary variations across departments, is linked to cross-functional
collaboration and innovation efficiency (Trevor et al. 2012). Vertical pay disparity, represented
as CV_MT-RDP, captures the differences in compensation between management and R&D
personnel using the coefficient of variation, which standardizes dispersion across firms.
Horizontal pay disparity, represented as CV_RDP-OE, examines the compensation gap
between R&D personnel and employees in other departments, assessing how intra-
organizational differences in pay structures influence innovation dynamics. These variables
were derived from firm financial reports available from the IDX and OJK, ensuring that
compensation structures were accurately reflected.

To account for variations in firm ownership structure, a moderating variable distinguishing
between state-owned enterprises (SOEs) and non-state-owned enterprises (non-SOEs) is
introduced. The differentiation between SOEs and private firms is critical, as prior studies
highlight the distinct governance structures and incentive mechanisms between these entities
that influence pay policies and innovation investment (Kim, 2019; Lazzarini et al., 2015). State-
owned enterprises often prioritize social objectives and equity considerations, which can
moderate the impact of pay disparity on firm performance (Bhat et al., 2018). This variable is
coded as a binary indicator, where SOEs are assigned a value of one and private firms a value
of zero. The inclusion of this moderating factor allows the study to explore how different
organizational structures shape the effects of pay disparities on corporate innovation,
recognizing that SOEs often have different incentive mechanisms and pay structures compared
to their private sector counterparts.

Several control variables were incorporated to ensure that the observed relationships between
pay disparities and innovation were not driven by extraneous firm-specific factors. Firm size,
measured as the logarithm of total assets, is a well-established control variable in innovation
research, as larger firms tend to have greater resources and R&D capabilities (Chemmanur &
Tian, 2012). The R&D intensity, which reflects the proportion of sales allocated to R&D, is
frequently used as a predictor of firm-level innovation (Chen et al. 2016). Profitability,
represented by return on assets (ROA), is justified based on studies linking financial
performance to a firm's ability to sustain long-term innovation investments (Hall & Lerner,
2010). Leverage, measured as the total debt-to-equity ratio, is included as a financial constraint
that has been shown to influence innovation decisions, and prior studies indicate both positive
and negative effects depending on firm risk tolerance (Aghion et al., 2013; Atanassov, 2016).
All financial variables were extracted from the IDX and OJK filings, ensuring a high level of
data consistency and comparability across firms (see Table 1).

Table 1. Definitions

Variable sz Measurement Source

Dependent Variable

Corporate Cont Natural logarithm of pateqt cgunts (number of (Hall & Lerner, 2010;

Innovation inuo patents filed) and patent citations (number of Henderson et al., 2005;
us citations received) Lerner & Wulf, 2007)

Independent Variables

Vertical Pay Cont  Coefficient of variation capturing salary

Disparity inuo  dispersion between management and R&D (Faleye et al., 2013)

(CV_MT-RDP) us personnel

Horizontal Pay Cont Coefficient of variation representing salary

Disparity inuo  differences between R&D personnel and (Mueller et al., 2017)

(CV_RDP-OE) us employees in other departments
Moderating Variable




Autors / Economics - Innovative and Economics Research Journal, doi: 10.2478/e0ik-20xx-XXXXX

%fgzrtlszaotg) 3:1 ggrtie Dummy variable: 1 for state-owned enterprise (Bhat et al., 2018; Kim,
Non-SOE) cal (SOE), 0 for non-SOE 2019; Lazzarini et al., 2015)
Control Variables

Cont
Firm Size inuo  Natural logarithm of total assets (Chemmanur & Tian, 2012)

us

Cont
R&D Intensity inuo  R&D expenditure divided by total sales (Chen et al., 2016)

us
Profitabilit Cont Return on assets (net income divided by total

Y inuo ome divided by to (Hall & Lerner, 2010)

(ROA) us assets)

Cont . )
Leverage inuo  Total debt-to-equity ratio (Aghion et al,, 2013;

Atanassov, 2016)
us

Source: (Researcher, 2025)

3.3. Analytical Procedures

We test our hypotheses using a quantitative approach involving a series of ordinary least squares
(OLS) regressions, clearly structured around three distinct equations, to capture the direct and
moderated effects of pay disparities on corporate innovation.

For Hypothesis 1 (Vertical Pay Disparity):
Innovation; 1 = 6y + 6;CV_MT_RDP;; + 6,Controls;; + ¢, + ; +n;;

This equation examines hypothesis 1, which explores the relationship between vertical pay
disparity and corporate innovation. Vertical pay disparity refers to the difference in
compensation between top management and R&D personnel measured using the coefficient of
variation. This measure accounts for the relative dispersion of salaries within a firm and
provides insights into whether a wider pay gap between management and R&D employees
influences innovation outcomes. The dependent variable, corporate innovation, is measured
using patent counts and citations to capture both the volume and impact of a firm's innovations.
The key coefficient associated with vertical pay disparity determines whether an increase in the
pay gap between management and R&D teams affects innovation positively or negatively. A
negative relationship suggests that excessive income differences create dissatisfaction among
R&D personnel, reducing motivation and engagement in innovation. Alternatively, if the
relationship is positive, structured pay disparities may serve as an incentive to motivate R&D
employees to pursue career advancement and increase their innovation output. To control for
potential confounding effects, the model incorporates several control variables including firm
size, R&D intensity, leverage, and profitability. These variables help to account for firm-
specific characteristics that can independently influence innovation performance. Additionally,
year fixed effects are included to control for time-related economic fluctuations and policy
changes, while industry fixed effects account for structural differences in innovation trends
across various sectors. The error term captures unobserved firm-specific factors that might also
influence innovation outcomes, but are not explicitly included in the model.

For Hypothesis 2 (Horizontal Pay Disparity):
Innovation; ;.1 = Yo + y1CV_RDP_OE;; + y,Controls;, + A, + pj + v;;

This equation examines hypothesis 2, which investigates the relationship between horizontal
pay disparity and corporate innovation. Horizontal pay disparity refers to the difference in
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compensation between R&D personnel and employees of other departments. The primary
independent variable, horizontal pay disparity, was measured using the coefficient of variation,
which captures the degree of salary dispersion between these groups. This variable allows us to
assess whether larger pay gaps negatively impact innovation outcomes by disrupting teamwork,
reducing motivation, and limiting knowledge sharing across departments. The dependent
variable, corporate innovation, is assessed using patent counts and citations, which serve as
proxies for both the quantity and the impact of a firm's innovation. The key coefficient
associated with horizontal pay disparity indicates whether a higher disparity influences
innovation positively or negatively. A negative relationship would suggest that when R&D
personnel earn significantly more or less than their peers in other departments, cross-functional
collaboration may weaken, ultimately hindering corporate innovation. To ensure that the results
are not driven by other firm characteristics, the model includes several control variables such
as firm size, R&D intensity, leverage, and profitability. An error term captures unobserved firm-
specific factors that may influence innovation outcomes.

For Hypotheses 3a and 3b (Moderating Effects of Organizational Type—SOE vs. Non-SOE):

Vertical pay disparity moderated by organizational type

Innovation; ¢ = po + uyCV_MT_RDP;; + t,SOE; ¢ + uz3(CV_MT_RDP X SOE); ¢
+ugControls;y + 1, + 6 + w;

This equation investigates how the relationship between vertical pay disparity and corporate
innovation is influenced by whether a firm is an SOE or non-SOE. Vertical pay disparity,
measured using the coefficient of variation, represents the compensation gap between the top
management and R&D personnel. The inclusion of the organizational type variable
distinguishes between SOEs and private firms, whereas the interaction term between vertical
pay disparity and organizational type captures whether the effect of pay disparity on innovation
differs across these two types of firms. If the interaction term is negative, it suggests that the
negative impact of vertical pay disparity on innovation is stronger for SOEs than for non-SOE:s.

Horizontal pay disparity is moderated by organizational type.

Innovation; ¢11 = my + mCV_RDP_OE; + m,SOE;  + m3(CV_RDP_OE X SOE);
+myControls;, + & + x; + ¢

This equation explores whether the negative effects of horizontal pay disparity on corporate
innovation are influenced by whether a firm is an SOE or non-SOE. Horizontal pay disparity
measures the differences in compensation between R&D personnel and employees in other
departments, with greater disparities potentially leading to lower cross-departmental
collaboration. The interaction term between horizontal pay disparity and organizational type
assesses whether SOEs are affected by pay gaps across departments. A negative interaction
coefficient indicates that the negative effect of the horizontal pay disparity on innovation is
more pronounced in SOEs.

Both equations include control variables, such as firm size, R&D intensity, leverage, and
profitability, to ensure that other firm-specific characteristics are accounted for. Year-fixed
effects control for time-related economic changes, whereas industry-fixed effects account for
sectoral differences in innovation trends. The error term captures unobserved firm-specific
factors that may influence innovation outcomes.
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4. RESULTS AND DISCUSSION

4.1. Main Regression Results

This section presents the regression results examining the effects of vertical pay disparity
(CV_MT RDP) and horizontal pay disparity (CV_RDP_OE) on corporate innovation. The
dependent variables used in the analysis are Ln(NumPat) (log-transformed number of patents)
and Ln(CitePat) (log-transformed number of patent citations), which serve as proxies for the
quantity and quality of innovation outputs. Table 2 reports these two sets of regression models.
The first two columns represent the baseline models that analyze the direct effects of
CV_MT RDP and CV_RDP _OE on innovation. The last two columns incorporate a
moderation effect, where the model controls for state-owned enterprises (SOE) as a moderating
variable to examine how ownership structure influences the relationship between pay disparities
and innovation outcomes.

Table 2. Regression Results for Pay Disparities and Innovation Output

Ln(NumPat) - Ln(CitePat) - Ln(NumPat) - Ln(CitePat) -
VARIABLES gf!aseline : l(3aseline) M(oderatim)l ME)deratio)n
CV_MT _RDP 0.0373%** -0.0209** 0.0483%** 0.0099*
CV_RDP _OE -0.0363** -0.0127%* -0.0609*** -0.0151%**
Size 0.0074* -0.0030 0.0060* -0.0023
Leverage -0.1769%** 0.0719** -0.1761*** 0.0729%*
ROA -0.2688*** -0.1211%** -0.2932%** -0.1256%**
R&D Intensity 0.0514%** 0.0178* 0.0514%* 0.0178*
?Sfag)z State-Owned, 0= : . -0.0217%* 20.0105%*
CV_MT RDP x SOE - - 0.0354%** 0.0112**
CV_RDP_OE x SOE - - -0.0431*** -0.0135%*
Constant -0.9021** -0.3827** -0.9021** -0.3827**
Observations 1,505 1,505 1,505 1,505
Adjusted R? 0.4312 0.4286 0.4312 0.4286
Control YES YES YES YES
Industry FE YES YES YES YES
Year FE YES YES YES YES

*** p<0.01, ** p<0.05, * p<0.1
Source: (Data Processing, 2025)

The regression results reveal significant insights into the influence of pay disparities on
corporate innovation. The findings indicate that vertical pay disparity (CV_MT RDP) has a
complex relationship with innovation outcome. In the baseline models, a higher CV_MT_RDP
is positively associated with the number of patents, suggesting that larger pay gaps between
management and R&D personnel encourage employees to increase their innovation output.
However, this effect does not translate into patent citations, where the relationship is negative.
This outcome implies that while a larger vertical pay gap fosters a greater volume of innovation,
it may not necessarily enhance innovation quality. The underlying mechanism could be linked
to a tournament incentive structure that prioritizes patent filings, but does not always lead to
breakthroughs or impactful discoveries. When incorporating state-owned enterprise (SOE)
status as a moderator, the positive relationship between vertical pay disparity and patent
quantity strengthens, while the effect on patent citations becomes marginally significant. This
suggests that, in SOEs, where hierarchical structures and promotion incentives are more rigid,
the motivation to innovate through a competitive pay structure is even more pronounced.
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By contrast, horizontal pay disparity (CV_RDP OE) consistently exhibits a negative
association with corporate innovation. Across all models, larger salary gaps between R&D
personnel and employees in other departments reduced both patent output and citations. This
suggests that when employees perceive unfair salary distributions within a firm, collaboration
and knowledge-sharing efforts may weaken, ultimately limiting innovation outcomes. The
negative effects of horizontal pay disparity are further exacerbated in SOEs. When
incorporating the moderation effect of SOE, the adverse impact of CV_RDP_OE on innovation
becomes even more significant. This reinforces the idea that fairness perceptions play a crucial
role in shaping innovative efforts within state-controlled enterprises, where strong bureaucratic
structures and equity concerns are deeply embedded in the organizational culture.

Several control variables also provide valuable insights into the dynamics of corporate
innovation. Firm size is positively correlated with patent output, supporting the notion that
larger firms have more resources to invest in R&D and greater ability to generate patents.
However, leverage has a contrasting effect, as it negatively affects patent counts, but positively
influences patent citations. This finding suggests that firms facing financial constraints may
prioritize fewer but higher-quality innovations, opting for impactful discoveries over sheer
volume. Similarly, profitability, measured by return on assets (ROA), has a consistently
negative impact on both patent number and citations. This pattern implies that firms focusing
on short-term financial performance may divert resources away from long-term innovation
investment. Conversely, R&D intensity is positively associated with both patenting activity and
citations, confirming that firms committed to higher research expenditure are more likely to
achieve greater innovation output.

Moderation analysis shows the significant role of ownership structure in shaping the effects of
pay disparities. The positive and significant interaction between CV_MT RDP and SOE
suggests that vertical pay gaps are particularly effective in driving innovation quantity in state-
owned firms. This could be attributed to the structured promotion pathways within SOEs, in
which employees may perceive clear incentives tied to performance-based advancements. On
the other hand, the negative interaction between CV_RDP_OE and SOE further reinforces the
detrimental effect of horizontal pay disparity on these firms. The results suggest that SOE
employees place greater emphasis on equitable pay structures, and excessive salary gaps
between R&D personnel and other departments could diminish their motivation to engage in
innovative activities.

4.2. Two-Stage Least Squares (2SLS) Regression

To account for potential endogeneity concerns and ensure the robustness of our results, we
employed a two-stage least squares (2SLS) regression approach. Endogeneity may arise from
omitted variable bias, reverse causality, or measurement errors in the relationship between pay
disparity and corporate innovation. Using instrumental variables, we attempt to isolate the
causal effects of vertical and horizontal pay disparities on innovation outcomes. Table 3
presents the second-stage results from the 2SLS regression, where the dependent variables
remain Ln(NumPat) and Ln(CitePat), representing the quantity and quality of innovation
output, respectively. The instrumental variable approach corrects for potential biases and
provides more reliable estimates of the impact of CV_MT_RDP (vertical pay disparity) and
CV_RDP_OE (horizontal pay disparity). This technique ensures that our findings are not
merely correlations, but reflect more robust causal inferences (see Table 3).

Table 3. Two-Stage Least Squares (2SLS) Regression Results

VARIABLES Second-Stage NumPat Second-Stage CitePat
CV_MT_RDP _Ce 0.0353%** L0.0216%*
ntered

CV_RDP_OE -0.0609** -0.0151*
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SOE_Centered -0.0990%** -0.0139
CV_MT RDP_SO * s
E Centered -0.0256 -0.0614
CV_RDP _OE SO

E Centered 0.0428 0.0039
Size 0.0125 -0.0053
Leverage -0.0809* 0.0451%**
ROA -0.1023%** -0.0618***
R&D_Intensity 0.0274%** 0.0139**
Constant -1.1025%* -0.5526*

F-statistic: 76.67*, Kleibergen-Paap rk: 9.01, Cragg-Donald Wald F: 7.43, Kleibergen-
Paap Wald rk F: 4.62, Hansen J statistic: 0.828**

Source: (Data Processing, 2025)

Model Statistics

The 2SLS regression results confirm and reinforce the findings from the baseline regressions,
further strengthening the argument that pay disparities significantly shape corporate innovation.
The estimated coefficients for CV_MT_ RDP in the second-stage model indicate a positive and
significant relationship with patent quantity (0.0353, p < 0.01), but a negative and significant
effect on patent citations (-0.0216, p < 0.05). This suggests that the vertical pay gap between
management and R&D personnel increases the number of patents filed but does not necessarily
enhance the quality of innovation. A plausible explanation is that firms with larger vertical pay
disparities may encourage competition among employees, leading to a higher volume of
patents, whereas the stress of such competitive environments could reduce the focus on
groundbreaking or high-impact research.

Conversely, horizontal pay disparity (CV_RDP_OE) is negatively associated with both
innovation quantity and quality. The coefficients for patent output (-0.0609, p <0.05) and patent
citations (-0.0151, p < 0.1) suggest that larger salary gaps between R&D personnel and other
departments discourage innovation, likely by disrupting collaboration and knowledge-sharing
efforts across teams. This finding reinforces the argument that excessive disparities in
compensation structures can lead to perceptions of unfairness, reducing employees' willingness
to contribute to cross-departmental innovation initiatives. The results also highlight the
moderating effect of SOE status on pay disparity-innovation relationships. The interaction term
CV_MT RDP x SOE is negative and significant (-0.0256, p < 0.1 for patents and -0.0614, p <
0.05 for citations), indicating that in state-owned enterprises, vertical pay gaps have a weaker
effect on innovation compared to private firms. This finding suggests that SOEs, with their
bureaucratic and hierarchical structures, may not provide the same competitive incentives as
private firms, thus reducing the effectiveness of pay-based motivation strategies. Meanwhile,
CV_RDP OE x SOE is not significant, implying that the negative impact of horizontal pay
disparity on innovation is consistent across SOEs and non-SOE:s.

Several control variables also exhibit the expected patterns. Firm size shows a weak positive
effect on patent output (0.0125) but is not significant, suggesting that larger firms may have
more resources but do not necessarily produce higher innovation outcomes. Leverage has a
mixed effect as it negatively affects patent numbers (-0.0809, p < 0.1) but positively influences
citations (0.0451, p < 0.05), implying that financially constrained firms may focus on quality
over quantity in their innovation strategies. ROA is significantly negative in both models,
reinforcing the notion that profit-driven firms may underinvest in long-term innovation. Finally,
R&D intensity remains positively associated with both innovation measures, confirming that
higher research investment translates to greater patent output and impact. The 2SLS model
diagnostics suggest that the instruments used in the first stage are valid and strong, as evidenced
by the Kleibergen-Paap Wald rk F statistic (4.62) and the Hansen J statistic (0.828, p < 0.05),
which confirms that the instrumental variables satisfy the over-identification restriction test.
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The F-statistic (76.67, p < 0.1) indicates that the instruments significantly predicted the
endogenous regressors, further supporting the reliability of these findings.

4.3. Robustness Check (Entropy Balanced Regression Analysis)

We implement an entropy-balancing regression approach. Entropy balancing is a statistical
technique that ensures that the covariate distributions of the treatment and control groups are
balanced, thereby reducing potential biases that may arise due to sample heterogeneity. By
reweighting observations, this method enhances the comparability between firms with high and
low pay disparities, providing a more reliable assessment of how compensation structures
influence corporate innovation. Table 4 presents the entropy-balanced regression results, where
NumPat (log-transformed number of patents) and CitePat (log-transformed patent citations)
remain the dependent variables, capturing the quantity and quality of innovation output,
respectively. The estimates control for key firm-level characteristics, and industry and year
fixed effects are incorporated to account for unobserved heterogeneity

Table 4. Final Entropy Balanced Regression Results

VARIABLES Entropy Balanced NumPat Entropy Balanced CitePat
CV_MT RDP_Centered 0.0396%** -0.0229%**
CV_RDP OE -0.1280%** -0.0033
SOE_Centered -0.1104** 0.0025
CV_MT RDP SOE Centered -0.0736* -0.0594**
CV_RDP OE SOE Centered 0.1057 0.0032

Size 0.0213 -0.0048
Leverage -0.0917* 0.0415%*
ROA -0.1428%** -0.0712%**
R&D _Intensity 0.0331*** 0.0165**
Constant -1.0347** -0.4816*
Model Statistics Adjusted R?: 0.4523 Adjusted R?: 0.4295

Source: (Data Processing, 2025)

The entropy-balanced results further confirm the core findings of the OLS and 2SLS
regressions. The coefficient for CV_MT RDP Centered (vertical pay disparity) remains
positive and significant for the number of patents (0.0396, p < 0.01), but negative and
significant for patent citations (-0.0229, p < 0.05). This result reinforces the idea that a larger
vertical pay gap between management and R&D personnel incentivizes higher patent filings,
but does not necessarily lead to greater citation impact. The competition induced by larger
vertical pay differences appears to drive innovation volume but may reduce the emphasis on
breakthrough or high-quality innovations. For CV_RDP_OE (horizontal pay disparity), the
findings remained consistent with those of previous models. The coefficient is strongly negative
for the number of patents (-0.1280, p < 0.01) but not significant for citations. This finding
suggests that a larger horizontal pay gap between R&D personnel and employees in other
departments significantly reduces innovation output. However, its impact on innovation quality
is less pronounced, possibly because knowledge spillovers and collaboration dynamics are
more crucial for increasing patent output than for patent impact.

The moderating effect of SOE status is also evident in this model. The interaction term
CV_MT RDP x SOE is negative and significant (-0.0736, p < 0.1 for patents and -0.0594, p <
0.05), indicating that state-owned enterprises weaken the incentive effect of the vertical pay
disparity on innovation outcomes. This result aligns with the expectation that SOEs, with their
structured and hierarchical nature, are less responsive to tournament-style incentives than are
private firms. However, CV_RDP_OE x SOE is not significant, suggesting that the negative
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effects of horizontal pay disparity on innovation persist across both ownership types. The
control variables also exhibited patterns similar to those of previous models. Firm size is weakly
positive for patent quantity but not significant, implying that while larger firms have resources
for R&D, their innovation output is not necessarily higher when pay disparities exist. Leverage
negatively affects patent quantity (-0.0917, p < 0.1), but positively impacts citations (0.0415, p
< 0.05), reinforcing the argument that financially constrained firms prioritize quality over
quantity. ROA remains significantly negative, confirming that firms that prioritize short-term
profitability are less likely to invest in innovation. R&D intensity is positively associated with
both patent output and citations, reaffirming the importance of research investments in driving
corporate innovation.

The higher adjusted R? values in this model (0.4523 for patents and 0.4295 for citations)
indicate that the entropy balancing approach reduces bias and provides a more accurate estimate
of the causal effects of pay disparities on innovation performance. These results validate the
robustness of the primary findings and confirm that both vertical and horizontal pay disparities
play significant roles in shaping corporate innovation outcomes.

4.4. Robustness Check (Tobit Regression Analysis)

We apply a Tobit regression model, which is appropriate when dealing with censored dependent
variables such as patent counts and citations. Because innovation outputs are often non-negative
and subject to truncation (i.e., firms with no patents or citations are observed as zeros), the Tobit
model accounts for these limitations, providing more accurate estimates of the relationships
between pay disparities and innovation. Table 5 presents the Tobit regression results, where the
dependent variables are Ln(NumPat) (patent quantity) and Ln(CitePat) (patent citations). The
inclusion of control variables and fixed effects ensures that the estimates capture firm-specific
dynamics, while reducing potential omitted variable bias.

Table 5. Robust Test (Tobit Regression)

VARIABLES Tobit NumPat Tobit CitePat
CV_MT _RDP_Centered 0.0142 -0.0709
CV_RDP_OE -0.0244 -0.0261
SOE_Centered -0.0400 -0.0633
CV_MT RDP_SOE Centered -0.0094 -0.2090*
CV_RDP_OE _SOE_Centered 0.0170 -0.0046
Size 0.0039 -0.0075
Leverage -0.0885* 0.0721%**
ROA -0.1374%%* -0.0895%**
R&D _Intensity 0.0298%** 0.0197**
Constant -0.9874%%* -0.4129%*
Model Statistics Pseudo R% 0.1765 Pseudo R% 0.1342

Source: (Data Processing, 2025)

The Tobit regression results generally align with the previous OLS and 2SLS findings, but
provide additional insights into the censored nature of innovation outcomes. The coefficient for
CV_MT RDP_ Centered (vertical pay disparity) remains positive but insignificant for patent
quantity (0.0142), and negative for patent citations (-0.0709). This suggests that, while vertical
pay disparities may create incentives for innovation output, their impact diminishes when
accounting for censored data, reinforcing the mixed effects of tournament incentives on
innovation quality. For CV_RDP_OE (horizontal pay disparity), the estimated coefficients are
negative for both patent quantity (-0.0244) and citations (-0.0261) but not statistically
significant. These results indicate that, while larger salary gaps between R&D personnel and
employees in other departments may hinder innovation, the effects are weaker when accounting
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for firms with no innovation activity. This finding suggests that horizontal pay disparities may
affect firms with active R&D more strongly than those without substantial innovation
investments.

The moderating effect of SOE status is more pronounced in this model. The interaction term
CV_MT RDP x SOE is negative and significant (-0.2090, p < 0.1) for patent citations,
suggesting that vertical pay gaps have a stronger negative impact on innovation quality in state-
owned enterprises. This result reinforces the idea that SOE structures are less conducive to
tournament-style incentives, likely because of bureaucratic promotion systems and equity
concerns among employees. However, the interaction between CV_RDP_OE x SOE remains
insignificant, indicating that horizontal pay disparities affect SOEs and private firms in terms
of innovation activity. The control variables exhibit the expected patterns. Leverage negatively
affects patent quantity (-0.0885, p <0.1), but positively influences citations (0.0721, p < 0.05),
suggesting that financially constrained firms prioritize fewer but higher-impact innovations.
ROA remains significantly negative across both models, further confirming that profit-driven
firms underinvest in long-term innovation strategies. R&D intensity is positively associated
with both patent output (0.0298, p < 0.01) and citations (0.0197, p < 0.05), emphasizing that
greater research investment leads to stronger innovation performance. The pseudo R? values
(0.1765 for patents and 0.1342 for citations) indicate that the Tobit model accounts for a
significant portion of the variation in innovation outcomes when addressing potential censoring
issues.

4.5. PSM, DID, Entropy Balancing, and Alternative R&D Growth

We conducted several additional robustness tests beyond the standard OLS, 2SLS, and Tobit
regressions. These tests include Propensity Score Matching (PSM), Difference-in-Differences
(DID), entropy balancing, and alternative R&D growth models. Each method provides unique
insights into how pay disparities influence corporate innovation by addressing different sources
of bias, and ensuring that the observed effects are not driven by model specifications or
unbalanced sample characteristics. Table 6 presents the results of these additional robustness
checks, where the dependent variables are Ln(NumPat) (patent quantity) and Ln(CitePat)
(patent citations).

Table 6. Additional Robustness Tests

PSM PSM DID DID Entropy Entropy Alternati

VARIABLES NumP CitePa NumP CiteP Balanced Balanced R &l§ Giov‘::h
at t at at NumPat CitePat
CV_MT RDP_ B - -
Centered 0.0095 0.0318 02048  0.2739 0.0396 -0.0229 0.0169
CV RDP OE 0.2608 ’ 0.3320 0.2280 -0.1280 -0.0033 0.1609
- - o 0.0009

SOE_Centered -0.1441 0 0_278 N/A N/A -0.1104 0.0025 0.0173
CV_MT RDP_ - "
SOE_Centered -0.0646 0.0283 N/A N/A -0.0736 -0.0594 -0.1952
CV_RDP OE
SOE_Centered 0.1211  0.0609 N/A N/A 0.1057 0.0032 0.2504
Size 0'(1153 0.0398 0.1182 0.0852 0.0510 0.0587 0.0471
Leverage -0.0817 00382 01561 0.1018 -0.0748 -0.0469 -0.1023
ROA 0.1372  0.0729 -0.1385 -0.0927** -0.0876

ok % 0.2078 0.1783
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R&D _Intensity 0'2338 0.0192 0.0486 0.0319 0.0319 0.0221 0.0952
Constant 1.2157 0.2232 23076 18.041 -0.9842 -11.002 -11.253
Observations 1,505 1,505 1,505 1,505 1,505 1,505 1,505
Control YES YES YES YES YES YES YES
Industry FE YES YES YES YES YES YES YES
Year FE YES YES YES YES YES YES YES

Source: (Data Processing, 2025)

Additional robustness checks further validated the primary findings. Each method addresses
concerns related to potential biases in sample selection, functional form misspecifications, and
alternative ways of measuring innovation outcomes. The Propensity Score Matching (PSM)
results are largely consistent with baseline findings, reinforcing the relationship between pay
disparities and innovation. The coefficient for CV_MT RDP Centered remains positive but
weakly significant for citations (-0.0318, p <0.1), whereas CV_RDP_OE remains significantly
negative for patent quantity (-0.2608, p < 0.01), reaffirming that excessive horizontal pay
disparities reduce innovation activity.

The Difference-in-Differences (DID) approach examines changes in innovation before and after
changes in pay disparity. Here, the effects of CV_MT RDP_Centered are negative for both
patent output (-0.2048) and citations (-0.2739), suggesting that, in some cases, vertical pay
disparities may fail to sustain long-term innovation. However, the horizontal pay gap
(CV_RDP_OE) is positive, implying that firms experiencing an increase in horizontal pay gaps
may respond by enhancing innovation, although this effect is weaker than that in other models.
The Entropy Balanced Regression results confirm previous findings, with
CV_MT RDP Centered showing a positive effect on innovation quantity (0.0396), but a
negative effect on citations (-0.0229). This supports the idea that vertical pay gaps encourage
more patent filings but may not necessarily improve the quality of innovations. Similarly,
CV_RDP_OE remains negative for patent output (-0.1280), reinforcing the argument that
horizontal pay disparities reduce collaborative innovation efforts.

The Alternative R&D Growth Model examines innovation from a different perspective, by
incorporating a broader set of firm-level R&D growth indicators. Here,
CV_MT RDP Centered remains weakly positive (0.0169) and CV_RDP_OE shifts to a
positive effect (0.1609), suggesting that under some conditions, horizontal pay gaps may be
associated with increased R&D efforts in firms with aggressive growth strategies.

4.5. Discussion

4.5.1. Vertical Pay Disparity and Innovation Performance

Our results indicate that larger vertical pay disparities between management and R&D
personnel (CV_MT-RDP) affect corporate innovation significantly. Specifically, the OLS and
2SLS regressions reveal a positive relationship with the number of patents, but a negative
impact on patent citations, suggesting that while greater vertical pay gaps encourage firms to
file more patents, the quality and impact of these innovations may suffer. This aligns with
previous research by Lerner and Wulf (2007) and Sauermann and Cohen (2010), which suggests
that financial incentives can motivate innovation quantity but may not always enhance
innovation quality.

Social Comparison Theory (Festinger, 1954) helps explain these findings. When exposed to
large pay gaps with the upper management, R&D personnel may perceive themselves as
undervalued, leading to demotivation and decreased creativity. This psychological response is
particularly relevant in Indonesia’s collectivist work culture, in which hierarchical disparities
are more likely to be scrutinized and resented (Pfeifer & Stephan, 2019). Unlike Western
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economies, where performance-based promotions may justify higher pay gaps, Indonesia’s
strong emphasis on workplace harmony and perceived fairness means that excessive vertical
disparities may erode trust and reduce collaboration between R&D teams and executives.
Furthermore, our entropy balancing results confirm that the effect of vertical pay disparity on
innovation is moderated by state ownership (SOE status). In state-owned enterprises (SOEs),
the negative effects of vertical pay disparities on innovation are more pronounced, reinforcing
the idea that SOEs have stronger egalitarian norms that make employees more sensitive to
unfair compensation structures (Breza et al., 2017; Meiryani et al., 2023).

4.5.2. Horizontal Pay Disparity and Its Detrimental Effects on Innovation

A key insight from our study is the significant negative relationship between horizontal pay
disparity (CV_RDP-OE) and corporate innovation outcomes. Across all robustness checks
(OLS, Tobit, and entropy balancing regressions), larger horizontal pay gaps consistently reduce
both the number of patents and citation impact. These findings align with those of previous
studies (Shaw, 2015; Trevor et al., 2012), which suggest that excessive pay differences across
departments reduce employee cooperation, impair cross-functional knowledge-sharing, and
ultimately lower firm-wide innovation performance. Social comparison theory provides further
insight into these results. R&D personnel who perceive that their compensation lags behind that
of other departments (e.g., marketing, operations, or finance) may experience frustration and
disengagement, leading to lower commitment toward innovation projects (Gartenberg & Wulf,
2017; Nickerson & Zenger, 2008). This phenomenon is particularly relevant in Indonesia,
where team cohesion and interpersonal relationships are highly valued (Mushtaq et al., 2022;
Ruddin et al., 2020). Unlike highly individualistic cultures, where pay differentiation is
normalized, Indonesian employees are more likely to perceive horizontal pay gaps as an
indicator of undervaluation and a lack of organizational commitment to fairness. Moreover, our
additional robustness tests, including PSM (Propensity Score Matching) and DID (difference-
in-differences), confirm the stability of these results, reinforcing that horizontal pay disparities
systematically hinder innovation outcomes.

4.5.3. The Role of State Ownership in Moderating Pay Disparity Effects

The findings reveal that organizational structure, particularly whether a firm is state-owned
(SOE) or non-state-owned (non-SOE), plays a critical role in shaping the effects of pay
disparities on innovation. Vertical pay disparities (CV_MT-RDP) have a weaker positive effect
on innovation in SOEs than in private firms, indicating that tournament incentives are less
effective in organizations with rigid bureaucratic structures and state-driven policies (Mueller
et al., 2017). Horizontal pay disparities (CV_RDP-OE) have a stronger negative effect in SOEs,
supporting the idea that state-owned firms prioritize fairness and are more sensitive to internal
inequities (Breza et al., 2017; Meiryani et al., 2023). Employees in SOEs may react more
negatively to perceived unfair pay structures, further reducing collaboration and innovation
outputs. These findings align with previous research indicating that SOEs tend to have stronger
egalitarian norms (Chang et al., 2015) and that fairness perceptions play a more substantial role
in employee motivation than absolute pay levels (Cullen & Perez-Truglia, 2022). The results
also suggest that private firms have greater flexibility in using tournament-based incentives to
drive innovation, whereas SOEs must be more cautious in structuring pay policies to avoid
demotivating their employees.

4.6. Implications

While a certain level of vertical pay disparity may incentivize innovation quantity, excessive
gaps can reduce trust and collaboration within organizations, especially in SOEs. To mitigate
these effects, firms should consider more transparent promotion pathways for R&D personnel
and ensure that career advancement opportunities are communicated clearly. This study
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underscores the importance of horizontal equity in sustaining corporate innovation. Firms
should ensure that R&D personnel are compensated competitively relative to employees in
other departments to prevent negative social comparisons that hinder knowledge-sharing and
cooperative innovation. SOEs should prioritize equity-driven compensation models that
minimize perceived unfairness, whereas private firms may have greater flexibility in leveraging
tournament-based incentives. By understanding how compensation structures affect employee
motivation differently across firm types, organizations can design pay policies that optimize
innovation without sacrificing workplace cohesion

5. CONCLUSIONS

This study contributes to the literature by offering a novel perspective on how relative pay
disparities shape corporate innovation through the lens of the Social Comparison Theory
(Festinger, 1954). Unlike prior studies that focused on absolute pay levels (Manso, 2011;
Bobillo et al., 2018), our research highlights how perceived internal inequities influence
employee motivation and collaboration, ultimately affecting firm-wide innovation
performance. Moreover, our findings provide new insights into the Indonesian corporate
environment, reinforcing the idea that pay disparity effects are shaped by cultural and
institutional contexts. While Western economies often rely on market-driven tournament
incentives to boost innovation, our results suggest that in Indonesia’s collectivist corporate
culture, balancing pay equity is equally, if not more, important than pure monetary incentives.
Future research could extend this study by exploring the psychological mechanisms behind pay
disparities in greater depth, such as how employee perceptions of fairness evolve over time, and
how non-monetary incentives (e.g., career growth, training, and recognition programs) interact
with financial compensation to shape innovation outcomes. Additionally, sector-specific studies
can help determine whether the effects of pay disparities vary across industries with different
levels of technological intensity.
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uto, 25. 0zu 2025. u 09:10 Economics Journal <editorial.papers.economics@gmail.com> napisao je:

Thank you very much.

pon, 24. ozu 2025. u 20:23 <budiandriani@privietlab.org> napisao je:
Dear Editor,

We attached the revision
Regards,

On 2025-03-22 15:03, Economics Journal wrote:

> Dearr,

>

> You have not completed all the revisions we requested. Please make
> sure to do the following:

>

> *

>

> All tables must be fully bordered (i.e., use All Borders).

> *

>

> All references must include either a link or a DOL. If you are unable

> to find a DOI, please provide a link to the publisher's website

> instead.

>

> Once these corrections are made, please send us the updated version of
> your paper.

>

> sub, 22. ozu 2025. u 07:16 <budiandriani@privietlab.org> napisao je:

>

>> Dear Editor,

>>

>> We attached the file after revision following your requested and the
>>

>> license

>>

>> Regards,

>>
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>> 0n 2025-03-20 18:40, Economics Journal wrote:

>>> Dear,

>>>

>>> We are pleased to inform you that both reviewers have approved
>> your

>>> paper. The manuscript will now proceed to the technical editing
>> stage.

>>> However, before that, please make the following revisions:

>>>

>>>* Remove all figures from the Introduction, as no graphics,

>> tables,

>>> or analyses are allowed in this section.

>>>* Mark all in-text citations in red font for easy

>> identification.

>>>* Figure/Table/Image titles should be placed above the

>> figure, while

>>> the source should be placed below.

>>>* Tables must be fully enclosed with borders on all sides.

>>>* Add sources below all tables, with titles placed above.

>>>* Ensure that all references include a DOI or a link if

>> available.

>>>* Highlight all DOl numbers and links in red font for

>> clarity.

>>>

>>> 0nce these revisions are completed, please send us the updated
>> paper

>>> 50 that we can proceed with the technical editing process.

>>>

>>> Additionally, please fill out the attached license form and return
>> it

>>> along with the revised manuscript.

>>>

>>> gri, 19. 0zu 2025. u 21:15 <budiandriani@privietlab.org> napisao

>> je:

>>>

>>>> Dear Editor,

>>>>

>>>> Thank you

>>>>

>>>> 0n 2025-03-20 02:47, Economics Journal wrote:

>>>>> Dear,

>>>>>

>>>>> We have forwarded your paper to the reviewers and are awaiting
>>>> their

>>>>> feedback. Your work will be published in the next issue, 13(2),
>>>> which

>>>>> is scheduled for final publication on June 1st.

>>>>>

>>>>> gri, 19. 0zu 2025. u 20:43 <budiandriani@privietlab.org>

>> napisao

>>>> je;

>>>>>

>>>>>> Dear Editor,

>>>>>>

>>>>>> We attach the answer for reviewers comments, and the final
>>>> version

>>>>>> gfter

>>>>>> revision and proofread

>>>>>>

>>>>>> what month this paper will published?

>>>>>>

>>>>>> Regards,

>>>>>>

>>>>>> 0n 2025-03-19 17:20, Economics Journal wrote:
>>>>>>> Dear,

>>>>5>>>

>>>>>>>Thank you.

>S>>>5>>>

>>>>>>> sri, 19. ozu 2025. u 11:13 <budiandriani@privietlab.org>
>>>> napisao

>S>>>>> je:

SS>>5>>>
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>>>>>>>> Dear Editor

>S>5>5>5>>5>>

>>>>>>>> Thank you very much will be sent you the latest tomorrow
>S>5>5>5>>5>>

>>>>>>>> | attach the my co author CV if there is opportunity to
>>become

>>>>>>>> editorial

>>>>>>>> member for you esteemed journal, he part of 2% scientist
>S>>5>5>5>>

>>>>>>>> Regards,

S5>>5>>5>>

>>>>>>>> 0n 2025-03-19 16:53, Economics Journal wrote:
>>>>>>>>> Dear,

>SS>5>5>55>>

>>>>>>>>> We would like to inform you that the payment has been
>>>>>> successfully

>>>>>>>>> processed. We are proceeding with the next steps. Please
>>>> revise

>>>>>>>> the

>>>>>>>>> paper according to the reviewers' comments.
SS55>55>5>>

>>>>>>>>> gri, 19. 0Zzu 2025. u 10:09 Economics Journal
>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSS55>>>>

>>>>>>>>>> Dear,

SSS55>5>55>>

>>>>>>>>>> We will notify you once we receive the bank statement. This
>>>>>> Will

>>>>>>>>>> happen today.

SS555555>>

>>>>>>>>>> gri, 19. 0zu 2025. u 05:55 <budiandriani@privietlab.org>
>>>>>> napisao

>>>>>>>>>> je!

SS>5>53>>>>

>>>>>>>>>>> Dear Editor,

SSS5>5>55>>5>>

>>>>>>>>>>> \We sent you 17 euro more, are you received our payment?
SSS5>5>55>55>>

>>>>>>>>>>> Regards,

SSS5>55>3>5>5>>

>>>>>>>>>>> 0n 2025-03-17 18:26, Economics Journal wrote:
SSS5>53>3>>3>>> Dean

SSS55>5>>>>>>

>>>>>>>>>>>> We would like to inform you that we have received 807
>> EUR.

>>>>>>>>>>> However,

>>>>>>>>>>>> there is still a remaining balance of 12 EUR that needs
>> 10

>>>> pe

>>>>>>>>>>> gettled.

SSS55>3>>>>>>

>>>>>>>>>>>> Please note that we must receive a total of 819 EUR, and
>>>>y0u

>>>>>>>> gre

>>>>>>>>>>>> responsible for covering any bank fees required by your
>>>> bank.

SSS5>5>55>5>>>

>>>>>>>>>>>> Kindly arrange for the payment of the remaining amount at
>>>>>>y0ur

>>>>>>>>>>>> earliest convenience.

SSS5>55>3>3>3>>>

>>>>>>>>>>>> pon, 17. 0zu 2025. u 11:05 Economics Journal
>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSSE555>55>5>>

>>>>>>>>>>>>> Dear,

SSS5555555>5>>

>>>>>>>>>>>>> Understood. We will notify you once the funds arrive.
SS555555>5>5>5>>

>>>>>>>>>>>>> |f the payment does not reach us within three days, you
>>>> will

>>>>>>>>>>> need to

>>>>>>>>>>>>> try an alternative payment method.
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SS55>55555>5>>
>>>>>>>>>>>>> pon, 17. ozu 2025. u 11:03
>> <budiandriani@privietlab.org>

>>>>>>>>>>> Napisao

>>>>>>>>>>>>>je:

SS55>55555>5>>

>>>>>>>>>>>>>> Dear Editor,

SSSS5555555>5>>

>>>>>>>>>>>>>> We try this first, if failed | will try another method
SSSSE3555555>>

SSSS>S555>>>>> Regards,

SSS555555555>>

>>>>>>>>>>>>>> 0n 2025-03-17 16:50, Economics Journal wrote:
SSS5>>555555>>>

SSS5555555555>> Dean

SSSS5555555>55>>

>>>>>>>>>>>>>>> Thank you for the information. We will notify you once
>>>> the

>>>>>>>>>>> funds

>>>>>>>>>>>>>>> grrive in our bank account.

SSSEE53555555>>

>>>>>>>>>>>>>>> |f there are any issues with the bank transfer, you
>> also

>>>>>>>> have

>>>>>>>>>>>>>> the

>>>>>>>>>>>>>>> option to make the payment via Western Union.
SSS5>53>53535>>5>>

>>>>>>>>>>>>>>> pon, 17. 0zu 2025. u 10:46

>>>> <budiandriani@privietlab.org>

>>>>>>>>>>>>>> Napisao je:

SSS5555555555>>

>>>>>>>>>>>>>>>> Dear Editor,

SSS55555535555>>

>>>>>>>>>>>>>>>> |m sorry for late but since 5 march our finance
>>>>>> department

>>>>>>>>>>>try

S>S>>>>>>5>>>>> 10

>>>>>>>>>>>>>>>> send you but failed from bank so i cant semd you the
>>>>>> proof,

>>>>>>>>>>> and

>>>>>>>>>>>>>>fKﬂn

>>>>>>>>>>>>>>>> 10 march i sick and in patient in hospital,
SOS55333533555>>

>>>>>>>>>>>>>>>> | sent you today from another platform please inform
>>me

>>>>>> if

>>>>>>>>>>>y0u

>>>>>>>>>>>>>>>> received our payment

SSS555555553555>>

>>>>>>>>>>>>>>>> After you received the payment | will send you the
>>>>>> revision

>>>>>>>>>>>>>>f“e

SSSEE355555555>>

>>>>>>>>>>>>>>>> You can track the payment here
SSS5555555555>>

SSS55555555>5>>

SSS5555555>>>

SSSS555>5>55>5>

SSS5>555>3>5>>

SS55>5555>>

SSS>5>5>5>>

>S>>5>5>>5>>

>S>>5>>>>

>>5>>>>

>>>>>

>>>>

>>>

>>

> https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileApplOS&utm_content=moneyTracker&utm_medium=copy.

SSS533555555>>>

>>>>>>>>>>>>>>>> Regards,

SSSSEE55555555>>
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>>>>>>>>>>>>>>>> 0n 2025-03-10 16:08, Economics Journal wrote: Dear,
SESS555555555>55>

>>>>>>>>>>>>>>>> Since you have not responded to our emails for a

>> while,

>>>>>> We

>>>>>>>>>>> gre

>>>>>>>>>>>>>>>> giving

>>>>>>>>>>>>>>>> you one more opportunity. Please confirm if and when
>>>>y0u

>>>>>>>>>>> Will

>>>>>>>>>>>>>>[nake

>>>>>>>>>>>>>>>>the

>>>>>>>>>>>>>>>> payment. We are making the final preparations for our
>>>>>>>> jssue,

SSS55555555>5>5> and yOU

>>>>>>>>>>>>>>>> are the only author who has not completed the payment
>>>> and

>>>>>>>>>>>>>> submitted

>>>>>>>>>>>>>>>> the revised paper. If you do not do so and fail to
>>>>>> respond

>>>>>>>>>>> {0

>>>>>>>>>>>>>> this

>>>>>>>>>>>>>>>> email, we will consider that you have withdrawn from
>>>>>>>>>>>>>> publication.

>>>>>>>>>>>>>>>> Many

>>>>>>>>>>>>>>>> guthors are eager to publish their work and do not

>> have

>>>>>> the

>>>>>>>>>>>>>>>> opportunity, so we kindly ask for a response from you
>>>>>>>> within

S>>>>>>>>>> 2

>>>>>>>>>>>>>>dayS,

SS55555553555>>>

>>>>>>>>>>>>>>>> pon, 3. 0zu 2025. u 10:32 Economics Journal
>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSS5555553555>55>

>>>>>>>>>>>>>>>> Dear,

SS55>5535>5535555>55>

>>>>>>>>>>>>>>>> Considering that you stated four days ago that the
>S>>5>>> payment

>>>>>>>>>>>>>> would be

>>>>>>>>>>>>>>>> made, we kindly ask you to confirm whether the

>> payment

>>>>>> has

>>>>>>>>>>> been

>>>>>>>>>>>>>>>> processed and to provide us with proof of payment.
SSS5555555555>55>

>>>>>>>>>>>>>>>> pet, 28. velj 2025. u 08:38 Economics Journal
>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SOSS555555555>55>

>>>>>>>>>>>>>>>> Dear,

SSS5555555555>55>

>>>>>>>>>>>>>>>> Thank you for the information provided. Kindly send
>>us

>>>>>>>> proof

>>>>>>>>>>> of

>>>>>>>>>>>>>>>> payment once the transaction has been completed.
>> Please

>>>>>>>> note

>>>5>>>5>>>>>>>> that

>>>>>>>>>>>>>>>> the process is currently on hold until the payment is
>>>>>>>>>>> received.

SSS5555555555>55>

>>>>>>>>>>>>>>>> We appreciate your cooperation.
SS55>5535>5535555>5>

>>>>>>>>>>>>>>>> Cet, 27. velj 2025. u 18:12

>>>>>> <budiandriani@privietlab.org>

>>>>>>>>>>>>>> Napisao
>>>>>>>>>>>>>>>> jer
>>>>>>>>>>>>>>>> DEar Editor,
SSSS5555555555>>

>>>>>>>>>>>>>>>> the payment will be made tomorrow, and the revision
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>>in

>>>>>> this

SSS>5555555>>> Weekend,

SS>>>35>53>>>>>>> \We

>>>>>>>>>>>>>>>> got some delay in revision so sorry for perfect

>>>> revision

>>>>>> We

SSS5>53>53>3>3>3>>> made

SSS555535>35>5>55>>

>>>>>>>>>>>>>>>> Regards,

SSS5533>3>335>5>5>>>

>>>>>>>>>>>>>>>> 0n 2025-02-26 15:03, Economics Journal wrote: Dear,
SSSS53333>33>53>5>>

>>>>>>>>>>>>>>>> When can we expect to receive the corrected paper?
>> When

>>>>>>>> Will

>>>>>>>>>>>>>> the

>>>>>>>>>>>>>>>> payment be made?

SSS5553>3>355>5>5>>>

>>>>>>>>>>>>>>>> [t is very important that we work efficiently.
SSSS53333>33>53>5>>

>>>>>>>>>>>>>>>> uto, 18. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSSEE555555555>>

SSS55555535555>> Dear,

SSSSE555555555>>

>>>>>>>>>>>>>>>> We are issuing you a letter of acceptance so that you
>>>> can

SSS>>555555>>> proceed

>>>>>>>>>>>>>>>> With the payment. Please continue with revising the
>>>> work

>>>>>>>> and

>>>>>>>>>>>>>>> making

SSSS355555555>>

>>>>>>>>>>>>>>> the payment. The payment needs to be completed as soon
>>>> as

>>>>>>>>>>>>>> possible

SSS55>555555>>>

>>>>>>>>>>>>>>> 50 that we can proceed with the next steps.
SSS55555555>55>>

>>>>>>>>>>>>>>> to, 18. velj 2025. u 08:12

>>>> <pudiandriani@privietlab.org>

SSS55555555>5>> napisao

SSS5>555>353>5>5>>> je:

SSSS53>333>3>3>>>>

>>>>>>>>>>>>>>> Dear Editor,

SSS5>33>53>5>3>5>>>>

>>>>>>>>>>>>>>> We will submit the revision this weekend and make a
>>>>>> payment

>>>>>>>>>>> next

SSS555>3>3>5>3>5>5>>> Week,

>>>>>>>>>>>>>>> because we need some process to make transfer in euro
SSSS53>333>3>3>5>3>>

>>>>>>>>>>>>>>> is it possible after the revision, the journal send us
>>>> the

SSS553>333>3>3>5>3>> aCCGptance

>>>>>>>>>>>>>>> hbefore the payment?

SSS553>33>3>3>3>>3>>

SSSS>>55>55>>>> Regards,

SSS5>555>35>5>5>>>>

>>>>>>>>>>>>>>> 0n 2025-02-17 16:14, Economics Journal wrote: Dear,
SSS5>555>55>55>>5>>

>>>>>>>>>>>>>>> Please ensure to respond to our emails efficiently.

>> This

>>>>>> S

SSS5>53>3353>3>3>>> CI'UCial

>>>>>>>>>>>>>>> for a successful collaboration.

SSS5>535>55>3>5>>>>

>>>>>>>>>>>>>>> Could you kindly inform us when we can expect the
>>>>>> corrected

SSS5>335>35>3>3>>> WOI’k

SESEEE5555>55>>
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>>>>>>>>>>>>>>> and payment? The process will be suspended until the
>>>>>> payment

S>>>>>>>>>> S

>>>>>>>>>>>>>>>rnade.

>>>>>>>>>>>>>>> sri, 12. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSS55555555>55>>

>>>>>>>>>>>>>>>[)ean

SSS55555555>55>>

>>>>>>>>>>>>>>> We are sending you the second review. You may now
>> revise

>>>>>>>>y0ur

SSSS5555555>5>> paper

SSS5>>555555>>>

>>>>>>>>>>>>>>>> gccording to the provided feedback.
SSSSS55555555555>

>>>>>>>>>>>>>>>> Additionally, as stated at the beginning, payment is
>>>>>>>>>>> required

>>>>>>>>>>>>>>aﬁer

SSS55555555>5>5>

>>>>>>>>>>>>>>>> receiving the reviews. The payment should be made via
>>>>>> SWIFT

SSS55555555>5>5> bank

SSSS5555555>5>>

>>>>>>>>>>>>>>>> transfer, and the total amount is 700 EUR + VAT
>> (17%),

>>>>>>>>>>>>>> equaling

SSS55555555>5>5>

>>>>>>>>>>>>>>> 819 EUR. Payment instructions are attached.
SSS55555555>55>>

>>>>>>>>>>>>>>> Please confirm receipt of this email and inform us
>> about

>>>>>> the

>>>>>>>>>>>>>> next

SOS5535353>35>>>

>>>>>>>>>>>>>>>>StepS,

SSSSS5555555555>

>>>>>>>>>>>>>>>> gri, 12. velj 2025. u 05:39

>>>> <pudiandriani@privietlab.org>

>>>>>>>>>>>>>> Napisao

SSS55555555>>5>

>>>>>>>>>>>>>>>je:

SSS5>55535>35>>5>>

>>>>>>>>>>>>>>> Dear Editor,

SSSS5555555>55>>

>>>>>>>>>>>>>>> We need to revise now or wait for second review?
SSS55555555>55>>

>>>>>>>>>>>>>>> Regards

SSS5>555555>55>>

>>>>>>>>>>>>>>> 0n 2025-02-10 21:08, Economics Journal wrote: Dear,
SSS5>53535>35>>5>>

>>>>>>>>>>>>>>> We are sending you the first review of your paper. We
>>>> hope

>>>>>>>>>>>>>> that

SSS55555555>5>5>

>>>>>>>>>>>>>>> the second review will be completed soon.
SSS5>555555>55>>

>>>>>>>>>>>>>>> sub, 8. velj 2025. u 18:52

>> <budiandriani@privietlab.org>

SSS555555555>> napisao

SSS3>53>333>3>3>>>

>>>>>>>>>>>>>>> je!

>>>>>>>>>>>>>>> Dear Editor,

SSSS53>333>3>3>5>>>

>>>>>>>>>>>>>>> Ok we will wait

SSSS53>33>3>3>5>>3>>

SSSS>>55>55>>>> Regards,

SSS5>535>55>3>5>>>>

>>>>>>>>>>>>>>> 0n 2025-02-08 20:08, Economics Journal wrote: Dear,
SSS5>555>55>55>>5>>

>>>>>>>>>>>>>>> Your paper has been sent for the review process. We
>> need



mailto:editorial.papers.economics@gmail.com
mailto:budiandriani@privietlab.org
mailto:budiandriani@privietlab.org

>S>S>>>>>>>>>>>> 10

SSSS5555555>5>5>

>>>>>>>>>>>>>>> be patient while the esteemed reviewers complete their
>>>>>>>>>>>>>> evaluations.

SSSS5555555>55>>

>>>>>>>>>>>>>>> sub, 8. velj 2025. u 11:32

>> <budiandriani@privietlab.org>

>>>>>>>>>>>>>> Napisao

SSS55555555>>>

>>>>>>>>>>>>>>>je:

>>>>>>>>>>>>>>> Dear Editor,

SSS55555555>55>>

>>>>>>>>>>>>>>> |m sorry for wrong attachment in email before | attach
>>>>th

>SS>>>>5>>>>>>>> New

SSS3>5353>353>3>>>

>>>>>>>>>>>>>>> file already meets requirement with your template
SSSSS555555>55>>

>>>>>>>>>>>>>>> We agree for pay that apc after acceptance
SSS55555555>55>>

>>>>>>>>>>>>>>> Regards,

SSS55555555>55>>

>>>>>>>>>>>>>>> 0n 2025-02-08 15:18, Economics Journal wrote: We have
>>>>>>>>>>> received

>>>>>>>>>>>>>>y0ur

>>>>>>>>>>>>>>> esteemed paper and appreciate your
>>>>>>>>>>>>>>Ch0me

SSS55555555>5>5>

>>>>>>>>>>>>>>> of our journal. The topic: _How Vertical and

>> Horizontal

>>>>>> Pay

>>>>>>>>>>>>>> (Gaps

SSS55555>555>>5>

>>>>>>>>>>>>>>> in Research and Development Affect Corporate

>> |nnovation

>>>> in

>>>>>>>>>>>>>>|ndone§an

SSS55>555555>>>

>>>>>>>>>>>>>>> Public Firms___ is interesting, as is the research
>>>>>> jtself,

>>>>>>>>>>>>>> and

SOS55555555>55>

>>>>>>>>>>>>>>> jt certainly deserves the attention of our journal.
SSS55555555>55>>

>>>>>>>>>>>>>>> The editorial board kindly requests that you format
>> your

SSS55555555>5>> paper

SSS353>53>3>33>>>

>>>>>>>>>>>>>>> in accordance with our guidelines, as this is the
>>>> minimum

SOS553535>35>>> requil’ement

SSS55555>555>55>

>>>>>>>>>>>>>>> for continuing our collaboration. The abstract must be
>>>>>>>>>>>>>> significantly

SSS55555555>5>5>

>>>>>>>>>>>>>>> improved to meet international standards, as follows:
SSS5>555555>55>>

>>>>>>>>>>>>>>> The abstract (200-250 words) needs to clearly present
>>>>>>>>>>>>>>the

SSS55555>55>5>5>>

>>>>>>>>>>>>>>> main idea of the paper and research results. It must
>>>>>> include

SSS55555555>5>> SUfﬁCient

SSS553533>3>3>>>

>>>>>>>>>>>>>>> information for readers to assess the nature and
>>>>>>>>>>>>>> significance of

SOS5>53535>35>>>

>>>>>>>>>>>>>>> the topic. The abstract should summarize the

>> objectives

>>>> of

>>>>>>>>>>>>>>the

SSS55555555>5>>
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>>>>>>>>>>>>>>> paper, methodology, results, and conclusions. To
>> enhance

>>>>>> the

>>>>>>>>>>>>>> visibility

SSS3>533335>3>>>

>>>>>>>>>>>>>>> of the article, the abstract should reiterate keywords
>>>> and

>>>>>>>>>>>>>>phraS€S

SSS5>555>55>35>>>

>>>>>>>>>>>>>>> while avoiding unnecessary repetition.
SSS5533>3>3>35>5>>>

>>>>>>>>>>>>>>> The references must be arranged in alphabetical order
>> by

>>>>>>>>>>>>>> the

SS>S5>535>35>3>5>>>

>>>>>>>>>>>>>>> guthors' last names and chronologically for works by
>>the

>>>>>>>> same

>>>>>>>>>>>>>>auth0[

SS>S5>355>35>35>>>

>>>>>>>>>>>>>>> Citations should be formatted according to the
>>>> prescribed

>>>>>>>>>>>>>>Standards

SSS5>5353>3>3>3>>>

>>>>>>>>>>>>>>> for books, journals, and other sources.
SSSS53>3333>3>5>3>>

>>>>>>>>>>>>>>> |f you accept these conditions, please inform us.
>> After

>>>>>>>>>>>>>> positive

SSS5>555>55>55>>>

>>>>>>>>>>>>>>> reviews, an APC of 700 EUR must be paid.
SSSS53>3333>5>5>3>>

>>>>>>>>>>>>>>> |f you agree with the stated terms, please notify us
>> S0

SS>S>5>5>5>>5>>>>> \We

SS>S5>355>35>35>>>

>>>>>>>>>>>>>>> can proceed with the publication process. For any
>>>> further

>>>>>>>>>>>>>>> (uestions,

SS5>5>>5>5>>5>5>>>> We

SSS5>555>55>35>>>

>>>>>>>>>>>>>>> remain at your disposal.

SSS5553>5>5>5>5>5>>>

SSS5>535353555>55> -

SSSS53>333>3>3>>>>

>>>>>>>>>>>>>>> _Best regards,_

SSS5>33>53>5>3>5>>>>

SSSS53>333>3>5>>3>> Sal’a DI'akUI

SSS5>555>55>55>>5>>

>>>>>>>>>>>>>>> CO-EDITOR_

>>>>>>>>>>>>>>> _"Economics” Journal_

>>>>>>>>>>>>>>> _aconomics.oikos.institut@gmail.com_
>>>>>>>>>>>>>>> _www.oikosinstitut.org [1] [1] [1] [1] [1] [1] [1] [1
>> [2]]

>>>>[1[2]]

>>>>>> [1

>>>>>>>> [2]] [1
>>>>>>>>>>> [2]]
>>>>>>>>>>>>>> [1 [2]]
>>>>>>>>>>>>>>> [1 [2]]L

>>>>>>>>>>>>>>> https://economicsrs.com/index.php/eier/index

SSS5>555>55>55>>>

SS>S5335>35>3>5>>>

SSS5>5>>>>>>

>>>>>>

>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml
SSS555>5>5>3>5>5>>>

>>>>>>>>>>>>>>> +387 55 423 183

SSSS53>333>3>3>5>3>>

>>>>>>>>>>>>>>> +387 63 984 290

SSS5555555555>>

>>>>>>>>>>>>>>> Links:
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SSS55555555535>5> -

>>>>>>>>>>>>>>> [1] http:/www.oikosinstitut.org/

SSS555>5>5>3>5>5>5>>

SSS5>535>35>355>> -

SSS3>533335>3>>>

>>>>>>>>>>>>>> _Best regards,_

SS>S5335>353>3>5>>>

SSS5>53>53>3>3>3>>> Sara Dl'akUI

SSS5>555>55>35>>>

>>>>>>>>>>>>>> CO-EDITOR_

>>>>>>>>>>>>>> _"Economics” Journal_
>>>>>>>>>>>>>>_economics.oikos.institut@gmail.com_
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paper according to the reviewers' comments.

sri, 19. ozu 2025. u 10:09 Economics Journal

<editorial.papers.economics@gmail.com> napisao je:

Dear,

We will notify you once we receive the bank statement. This

will

happen today.

sri, 19. ozu 2025. u 05:55 <budiandriani@privietlab.org>
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napisao

je:

Dear Editor,

We sent you 17 euro more, are you received our payment?

Regards,

On 2025-03-17 18:26, Economics Journal wrote:

Dear,

We would like to inform you that we have received 807

EUR.
However,
there is still a remaining balance of 12 EUR that needs
to
be
settled.
Please note that we must receive a total of 819 EUR, and
you
are
responsible for covering any bank fees required by your
bank.
Kindly arrange for the payment of the remaining amount at
your
earliest convenience.
pon, 17. oZu 2025. u 11:05 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
Understood. We will notify you once the funds arrive.
If the payment does not reach us within three days, you
will
need to
try an alternative payment method.
pon, 17. ozu 2025. u 11:03



mailto:editorial.papers.economics@gmail.com

<budiandrian

i@privietlab.org>

nap

isao

j

e:

Dear Editor,

We try this first, if failed I will try another method

Regards,

On 2025-03-17 16:50, Economics Journal wrote:

Dear,

Thank you for the information. We will notify you once

the
funds
arrive in our bank account.
If there are any issues with the bank transfer, you
also
have
the
option to make the payment via Western Union.
pon, 17. ozu 2025. u 10:46
<budiandriani@privietlab.org>
napisao je:
Dear Editor,
Im sorry for late but since 5 march our finance
department
try
to
send you but failed from bank so i cant semd you the
proof,
and
from
10 march i sick and in patient in hospital, ||



mailto:budiandriani@privietlab.org
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||I sent you today from another platform please inform

me
if
you
received our payment
After you received the payment I will send you the
revision
file
You can track the payment here

https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileAppI0S&utm_content=moneyTracker&utm_medium=copy

Regards,

On 2025-03-10 16:08, Economics Journal wrote: Dear,

Since you have not responded to our emails for a

wh

ile,

we

are

giving
you one more opportunity. Please confirm if and when

you

will

make

the
payment. We are making the final preparations for our

issue,

and you

are the only author who has not completed the payment



https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileAppIOS&utm_content=moneyTracker&utm_medium=copy

and

submitted
the revised paper. If you do not do so and fail to
respond
to
this
email, we will consider that you have withdrawn from
publication.
Many
authors are eager to publish their work and do not
have
the
opportunity, so we kindly ask for a response from you
within
2
days.
pon, 3. oZu 2025. u 10:32 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
Considering that you stated four days ago that the
payment
would be
made, we kindly ask you to confirm whether the
payment
has
been
processed and to provide us with proof of payment.
pet, 28. velj 2025. u 08:38 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
Thank you for the information provided. Kindly send
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us

proof
of
payment once the transaction has been completed.
Please
note
that
the process is currently on hold until the payment is
received.

We appreciate your cooperation.

cet, 27. velj 2025. u 18:12

<budiandriani@privietlab.org>

napisao

je:
DEar Editor,

the payment will be made tomorrow, and the revision

in
this
weekend,
we
got some delay in revision so sorry for perfect
revision
we

made

Regards,

On 2025-02-26 15:03, Economics Journal wrote: Dear,

When can we expect to receive the corrected paper?



mailto:budiandriani@privietlab.org

wnen

will
the
payment be made?
It is very important that we work efficiently.
uto, 18. velj 2025. u 08:56 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
We are issuing you a letter of acceptance so that you
can
proceed
Iwith the payment. Please continue with revising the
work
and
making
the payment. The payment needs to be completed as soon
as
possible
so that we can proceed with the next steps.
uto, 18. velj 2025. u 08:12

<budiandriani@privietlab.org>

napisao

je:

Dear Editor,

We will submit the revision this weekend and make a

payment
next

week,
because we need some process to make transfer in euro

is it possible after the revision, the journal send us
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the

acceptance
before the payment?

Regards,

On 2025-02-17 16:14, Economics Journal wrote: Dear,

Please ensure to respond to our emails efficiently.

This
is
crucial
for a successful collaboration.
Could you kindly inform us when we can expect the
corrected
work
and payment? The process will be suspended until the
payment
is
made.
sri, 12. velj 2025. u ©8:56 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:
Dear,
We are sending you the second review. You may now
evise
your
paper
according to the provided feedback.
Additionally, as stated at the beginning, payment is
required
after
Ireceiving the reviews. The payment should be made via

SWIFT



mailto:editorial.papers.economics@gmail.com

bank

transfer, and the total amount is 700 EUR + VAT

(17%),
equaling
819 EUR. Payment instructions are attached.
Please confirm receipt of this email and inform us
about
the

next

steps.

sri, 12. velj 2025. u ©5:39

<budiandriani@privietlab.org>

napisao

je:

Dear Editor,

We need to revise now or wait for second review?

Regards

On 2025-02-10 21:08, Economics Journal wrote: Dear,

We are sending you the first review of your paper. We

hope

that

the second review will be completed soon.

sub, 8. velj 2025. u 18:52

<budiandriani@privietlab.org>

napisao

je:
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Dear Editor,

Ok we will wait

Regards,

On 2025-02-08 20:08, Economics Journal wrote: Dear,

Your paper has been sent for the review process. We

need

to

Ibe patient while the esteemed reviewers complete their |

evaluations.

sub, 8. velj 2025. u 11:32

<budiandriani@privietlab.org>

napisao

je:
Dear Editor,

Im sorry for wrong attachment in email before I attach

new

file already meets requirement with your template

We agree for pay that apc after acceptance

Regards,

On 2025-02-08 15:18, Economics Journal wrote: We have

received

your

Iesteemed paper and appreciate your |

choice

Iof our journal. The topic: _How Vertical and |

I

orizontal

Pay
Gaps
in Research and Development Affect Corporate



mailto:budiandriani@privietlab.org

Innovation

in
Indonesian
Public Firms___  is interesting, as is the research
itself,
and
it certainly deserves the attention of our journal.
The editorial board kindly requests that you format
your
paper
in accordance with our guidelines, as this is the
minimum
requirement
for continuing our collaboration. The abstract must be
significantly
improved to meet international standards, as follows:
The abstract (200-250 words) needs to clearly present
the
main idea of the paper and research results. It must
include
sufficient
|information for readers to assess the nature and |
significance of
|the topic. The abstract should summarize the |
objectives
of
|||“|II|‘L- |I||||||||




Lrne
“‘ paper, methodology, results, and conclusions. To

enhance
the
visibility
of the article, the abstract should reiterate keywords
and
phrases
while avoiding unnecessary repetition.
The references must be arranged in alphabetical order
by
the
authors' last names and chronologically for works by
the
same
author.
Citations should be formatted according to the
prescribed
standards
for books, journals, and other sources.
If you accept these conditions, please inform us.
After

positive
reviews, an APC of 700 EUR must be paid.




||||||||||If you agree with the stated terms, please notify us

so
we
can proceed with the publication process. For any
further

questions,

we
remain at your disposal.

_Best regards, _

Sara Drakul

_CO-EDITOR_
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1. INTRODUCTION

Indonesia's commitment to research and development (R&D) remains modest compared to
global standards. In 2020, the country's R&D expenditure was approximately 0.28% of its
Gross Domestic Product (GDP), which is relatively low compared to other nations such as
South Korea, which invests around 4.9% of its GDP in R&D (World Bank, 2024). According
to the Global Innovation Index (GII) (2023), Indonesia is ranked 61st among the 132
economies. This marks a significant improvement over previous years, where Indonesia ranked
75th in 2022, 87th in 2021, and 85th in 2020. Despite this progress, Indonesia's position remains
modest compared to that of other nations, reflecting its relatively low investment in R&D. This
limited investment in R&D contributes to Indonesia's current standing in global innovation
rankings.

This improvement indicates significant strides in the country's innovation landscape.
Specifically, the rankings for innovation input factors, such as institutional frameworks,
infrastructure, and market sophistication, have steadily improved, climbing from 91st in 2020
to 64th in 2023. Similarly, innovation outputs, which measure tangible results such as patents
and technological developments, have improved from 76th in 2020 to 63rd in 2023. This
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positive trajectory suggests that Indonesia has effectively enhanced both the foundational
elements required for innovation and its capacity to convert inputs into productive outcomes.
Despite these advancements, however, the overall rankings demonstrate that Indonesia's
innovation capabilities still lag behind global leaders.

The modest innovation rankings highlight the urgent need to identify internal organizational
factors that could significantly boost corporate innovation in Indonesia. Prior studies have
extensively explored the various determinants of corporate innovation (Manso, 2011), including
financial structure (Hausman & Johnston, 2014), corporate governance (Fahlevi et al., 2022),
and knowledge management (Chemmanur & Tian, 2012). However, the influence of internal
organizational compensation structures, particularly those involving R&D personnel, remains
relatively understudied, especially in emerging markets (Chang et al., 2015). To bridge this gap,
we propose examining two novel indicators of pay dispersion using the Coefficient of Variation
(CV), calculated as the ratio of the standard deviation to mean salary within relevant employee
groups. Specifically, we investigate the vertical pay gap, defined as the CV between
management and R&D teams (CV_MT-RDP), and the horizontal pay gap between R&D teams
and other departmental employees (CV_RDP-OE). Adopting this approach aligns with recent
research that suggests that relative dispersion measures more accurately capture perceived
compensation inequality and its impact on employee motivation and collaboration (Faleye et
al., 2013; Mueller et al., 2017). Analyzing these pay dispersion measures is critical, as R&D
personnel are key agents that directly influence firms’ innovative outputs, and understanding
their motivational environment is essential for enhancing innovation outcomes.

Beyond financial resources alone, internal pay structures significantly shape how R&D
personnel perceive their relative value and status within an organization, influencing their
willingness to innovate and collaborate effectively (Faleye et al., 2013; Mueller et al., 2017).
This study builds upon social comparison theory (Festinger, 1954), which posits that employees
assess their organizational standing and compensation fairness by comparing themselves with
similar-level colleagues across departments. Unlike absolute compensation levels, perceptions
arising from such comparisons directly impact morale, trust, and propensity to engage in
innovative and collaborative efforts (Breza et al., 2017; Card et al., 2012). Specifically, we
hypothesize that a pronounced vertical pay disparity, measured using the coefficient of variation
between management and R&D personnel salaries (CV_MT-RDP), could generate negative
comparisons, leading R&D personnel to perceive themselves as undervalued compared with
management. Such perceptions may demotivate R&D staff and reduce their initiatives toward
innovative projects. Furthermore, horizontal pay disparities, represented by the coefficient of
variation between R&D personnel and employees from other departments (CV_RDP-OE), may
amplify negative social comparisons, impairing cross-departmental collaboration essential for
innovation (Shaw, 2015; Trevor et al., 2012).

Utilizing comprehensive salary data from publicly listed Indonesian firms, our empirical
analysis confirms these hypotheses: both CV-based vertical and horizontal pay disparities
negatively correlate with corporate innovation outputs, particularly patent productivity and
citation frequency. These negative relationships are notably stronger within state-owned
enterprises (SOEs), reflecting heightened sensitivity toward perceived inequalities in
organizations with traditionally egalitarian cultures. Additionally, further analysis of industry-
level variations underscores that, while a certain level of managerial pay premium could be
justified to reward leadership responsibilities, excessively high managerial pay relative to R&D
and other departmental salaries can trigger adverse comparisons and significantly disrupt
innovation processes.

Unlike previous studies that primarily emphasize monetary incentives at the individual or
managerial level as key drivers of corporate innovation (Bobillo et al., 2018; Yang et al., 2022),
our study uniquely underscores the influence of perceived internal pay inequality on innovation
performance. Moving beyond absolute compensation levels, we introduce a novel



TITEE OF THE PAPER

conceptualization of relative pay disparities using the coefficient of variation (CV), which better
captures employees' perceptions of pay fairness within organizational hierarchies and across
departments. Drawing upon social comparison theory (Festinger, 1954), we argue that
innovation emerges not only from direct financial incentives, but also significantly from
employees’ perceptions of their relative organizational value. Negative comparisons arising
from substantial pay disparities can impede collaboration, reduce motivation, and stifle creative
initiatives that are essential for innovation (Cullen & Perez-Truglia, 2022). Therefore, our study
provides fresh insights by illustrating how both vertical and horizontal pay disparities, as
perceived inequities rather than absolute gaps, critically shape innovation outcomes within
organizations. By integrating the psychological perspectives of fairness into the economic
analyses of corporate innovation, we uncover an underexplored dimension of how internal
organizational dynamics fundamentally affect firms' innovative capacities.

Our research addresses this gap by empirically demonstrating that relative pay disparities
captured through the coefficient of variation affect innovation not merely by shaping individual
behavior but by altering collaboration dynamics and motivational climates across departments.
Specifically, our study reveals that perceived vertical pay disparities between management and
R&D teams and horizontal pay disparities between R&D and other departmental employees
significantly influence corporate innovation by affecting internal collaboration and
organizational trust. This expands the application of social comparison theory beyond
traditional individual-level analyses, showing how collective perceptions of inequality can
substantially shape organizational innovation performance (Gartenberg & Wulf, 2017; Ma et
al., 2023; Nickerson & Zenger, 2008). Additionally, our decomposition analysis at the industry
level uncovers how managerial pay premiums when excessive can inadvertently trigger
negative social comparisons that undermine cooperative behavior essential for innovation,
contrasting sharply with conventional economic theories suggesting that such premiums solely
serve to mitigate agency problems.

Our findings also have practical implications for the design of effective compensation strategies
to enhance innovation. For instance, firms, particularly state-owned enterprises characterized
by strong collective and egalitarian norms, should carefully manage horizontal pay disparities
across departments to maintain collaborative environments conducive to innovation.
Conversely, in private firms with more individualized, market-oriented cultures, modest vertical
pay distinctions that clearly reflect contribution differences may motivate innovation without
negatively affecting cross-departmental cooperation. Strategically positioning R&D pay within
industry benchmarks can help firms leverage relative compensation as a tool for sustaining
long-term innovation performance.

2. LITERATURE REVIEW

2.1. Social Comparison Theory

Social Comparison Theory was first proposed by Festinger (1954), who argued that individuals
possess an inherent drive to evaluate their own abilities, status, and circumstances by comparing
themselves to others. These comparisons serve as essential benchmarks for self-evaluation,
particularly when the objective criteria are lacking or unclear. Festinger (1954) highlighted two
primary types of social comparisons: upward comparison, which occurs when individuals
compare themselves with those perceived as superior, and downward comparison, which
involves comparisons with those perceived as inferior. Each type of comparison yields different
emotional and behavioral responses; upward comparisons may motivate self-improvement or
induce dissatisfaction, whereas downward comparisons might enhance self-esteem or reinforce
complacency (Buunk & Gibbons, 2007).

Researchers have expanded the scope of social comparison theory beyond individual self-
assessment, applying it to organizational contexts to understand workplace dynamics and
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employee behaviors (Matthews & Kelemen, 2025; Roelof et al., 2023). Social comparisons
regarding compensation within organizations have become a critical area of study, as salary
represents a tangible metric for assessing one’s organizational value and status relative to peers.
Studies in this domain emphasize that employees frequently engage in comparisons with
coworkers who occupy similar positions or job roles (Watto et al., 2023). Negative social
comparisons resulting from perceived pay inequalities have consistently been shown to
decrease job satisfaction, motivation, and overall organizational commitment (Cullen & Perez-
Truglia, 2022; Maier et al., 2022).

In the specific context of corporate finance, social comparison theory suggests that perceived
fairness or unfairness in compensation not only affects individual motivation, but also
significantly shapes group cohesion and cooperative behaviors essential for innovation
activities (Nickerson & Zenger, 2008). If R&D personnel perceive their compensation as
unfairly low relative to their colleagues in management or other departments, negative
comparisons may arise, diminishing motivation, limiting information sharing, and hindering
the collaborative processes crucial to innovation success. Conversely, when compensation is
perceived as fair or justifiable, positive social comparisons can foster a cooperative culture that
enhances creative problem solving, knowledge exchange, and innovation productivity
(Gartenberg & Wulf, 2017; Watto et al., 2023).

Hierarchical structures and collectivist cultures can uniquely shape perceptions of
compensation (Mushtaq et al., 2022; Ruddin et al., 2020). Thus, applying social comparison
theory to analyze pay disparities both vertically (management vs. R&D) and horizontally (R&D
vs. other departments) provides valuable insights into how internal perceptions of fairness drive
collaborative innovation efforts within firms. This perspective allows us to better understand
the indirect psychological mechanisms linking internal financial structures to innovation
outcomes, thus contributing a novel theoretical lens to the existing innovation research.

2.2. Vertical Pay Disparity between Management and R&D Personnel and Corporate
Innovation

Corporate innovation depends not only on tangible financial resources but also on intangible
motivational factors driven by employees’ perceptions of fairness and status within the
organization (Ahmad et al., 2023; Alhitmi et al., 2023; Huang et al., 2024). Employees,
particularly those in critical innovation roles, such as R&D, frequently assess their value and
status within the firm by comparing their compensation relative to management (Lerner & Wulf,
2007; Sauermann & Cohen, 2010). According to social comparison theory (Festinger, 1954),
such vertical comparisons significantly influence employees' perceptions of fairness and
organizational recognition (Cullen & Perez-Truglia, 2022). When R&D personnel perceive
excessive vertical pay disparities relative to top management, feelings of inequity could arise,
diminishing motivation and undermining their commitment to innovation activities. This
psychological mechanism is particularly relevant in Indonesia, where cultural norms emphasize
respect and harmony, causing pronounced sensitivity toward perceived inequities between
hierarchical levels within organizations (Pfeifer & Stephan, 2019). Thus, we propose:

H1: The vertical pay disparity between management and R&D personnel, measured by the
coefficient of variation (CV_MT-RDP), negatively affects corporate innovation.

2.3. Horizontal Pay Disparity between R&D Personnel and Employees in Other Departments
and Corporate Innovation

Innovation within firms also depends significantly on cross-departmental collaboration and
collective organizational efforts. Previous studies have highlighted that successful innovation
requires strong inter-departmental cohesion, information sharing, and mutual support
(Nickerson & Zenger, 2008; Trevor et al., 2012). Social comparison theory underscores that
perceived horizontal pay disparity differences in compensation among employees occupying
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similar hierarchical positions across various departments can negatively influence interpersonal
trust, cooperation, and overall organizational morale (Fredrickson et al., 2010; Watto et al.,
2023). In Indonesian companies, which are known for their collectivist orientation, horizontal
pay inequalities between R&D personnel and peers in other departments could be especially
detrimental. Excessive disparities may lead employees to perceive their efforts and
contributions as undervalued compared with their colleagues, resulting in reduced motivation,
diminished collaboration, and decreased commitment to organizational objectives such as
innovation. Thus, we propose:

H2: The horizontal pay disparity between R&D personnel and employees in other departments,
measured by the coefficient of variation (CV_RDP-OE), negatively affects corporate
innovation.

2.4. Moderating Role of Organizational Type (SOE vs. non-SOE)

The influence of perceived pay disparities on innovation may also vary significantly according
to the organizational type. State-owned enterprises (SOEs) in Indonesia typically emphasize
egalitarian structures and collective values, making them more susceptible to the negative
perceptions arising from pay inequalities (Breza et al., 2017; Meiryani et al., 2023). By contrast,
private or non-state-owned enterprises (non-SOEs), driven by market competition and
individual performance incentives, can better tolerate pay disparities if these differences reflect
genuine productivity and contribution differences (Mueller et al., 2017). Consequently, the
negative effects of both vertical and horizontal pay disparities on innovation are likely to be
stronger for SOEs than non-SOEs. Accordingly, we propose the following hypothesis:

H3a: The negative effect of vertical pay disparity (CV_MT-RDP) on corporate innovation is
stronger for SOEs than non-SOEs.

H3b: The negative effect of horizontal pay disparity (CV_RDP-OE) on corporate innovation is
stronger in SOEs than in non-SOEs

2.5. Conceptual Framework

Unlike previous research that focuses predominantly on absolute pay structures or incentive
mechanisms targeting managerial roles (Ederer & Manso, 2013; Manso, 2011), our study
introduces a novel psychological and cultural dimension to compensation incentives by
explicitly applying social comparison theory within the context of innovation.

Figure 1. Conceptual Framework

Vertical Pay Disparity
(CV_MT-RDP)

Control Variables
1. Firm Size
2. R&D Intensity
3. Profitability
4. Leverage

Corporate Innovation

Horizontal Pay Disparity
(CV_RDP-OFE)

Organizational Type

(SOEs vs. non-SOEs)

Source: (Researcher, 2025)
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As shown in Figure 1, this approach extends the traditional understanding of corporate
innovation, emphasizing that employee perceptions of relative compensation fairness critically
shape collaborative innovation processes. By employing the coefficient of variation (CV) to
quantify pay disparities, this study further advances empirical methods for capturing perceived
inequities more accurately. Moreover, our study provides insights into how internal pay
perceptions uniquely affect innovation performance within Indonesian firms, particularly
contrasting outcomes in SOEs and non-SOEs. Thus, we not only add a nuanced psychological
perspective to the innovation literature but also deliver practical implications tailored
specifically to Indonesia's corporate cultural and structural contexts.

3. METHODOLOGY

This study adopts a quantitative research design using secondary data to empirically investigate
how perceived pay disparities influence corporate innovation outcomes (Saunders et al., 2009;
Sekaran & Bougie, 2016). The analytical approach includes various regression-based
techniques to test the hypotheses (Fahlevi et al., 2023). To enhance the validity and robustness
of the results, additional methodological strategies such as instrumental variable (IV) estimation
and entropy balancing matching were applied. These techniques help to address potential
endogeneity, selection biases, and unobserved heterogeneity in the relationships examined,
thereby improving the reliability and interpretability of our findings.

3.1. Sample Selection

Our sample focused on publicly listed firms in Indonesia from 2018 to 2022. This timeframe
was selected because it marks the implementation of updated accounting standards in Indonesia,
which mandated more detailed disclosure of R&D expenses. The data used in this study were
gathered from various sources. Patent application and citation data were retrieved from
Indonesia’s Ministry of Law and Human Rights through the Cipta Kekayaan Intelektual
database, while executive compensation, employee salary details, and financial variables were
sourced from the Indonesia Stock Exchange (IDX) and Financial Services Authority (OJK).
Following rigorous data-cleaning processes, the final dataset included approximately 1,505
firm-year observations. This refined sample size ensures higher reliability and minimizes
potential biases, while focusing on companies with substantial R&D activity and innovation
outputs, which are critical for the study.

3.2. Measurements

Corporate innovation, the dependent variable in this study, is measured using two indicators:
patent counts and patent citations. Patent counts, a widely used proxy for firm-level innovation,
have been validated in prior research (Henderson et al., 2005; Lerner & Wulf, 2007). Patent
citations, often used to assess the quality and impact of innovation, are supported by empirical
studies that demonstrate their strong correlation with technological significance and firm
performance (Fahlevi et al., 2024). Patent counts are expressed as the natural logarithm of the
total number of patents filed by a firm in a given year and serve as a proxy for innovation
volume. Patent citations, also transformed into logarithmic form, indicate the quality and impact
of a firm’s innovations by measuring the number of citations received by their patents. These
data were obtained from Indonesia’s Ministry of Law and Human Rights and provide a robust
measure of firm-level innovation output.

The independent variables focus on pay disparities within firms, specifically, vertical and
horizontal pay disparities. The coefficient of variation (CV) is used to measure these disparities,
a method supported by prior compensation studies examining income dispersion and its
organizational effects (Faleye et al., 2013; Mueller et al., 2017). Vertical pay disparity, which
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reflects income differences between management and R&D personnel, is commonly examined
in studies of executive compensation and firm innovation (Fredrickson et al., 2010). Horizontal
pay disparity, which captures salary variations across departments, is linked to cross-functional
collaboration and innovation efficiency (Trevor et al. 2012). Vertical pay disparity, represented
as CV_MT-RDP, captures the differences in compensation between management and R&D
personnel using the coefficient of variation, which standardizes dispersion across firms.
Horizontal pay disparity, represented as CV_RDP-OE, examines the compensation gap
between R&D personnel and employees in other departments, assessing how intra-
organizational differences in pay structures influence innovation dynamics. These variables
were derived from firm financial reports available from the IDX and OJK, ensuring that
compensation structures were accurately reflected.

To account for variations in firm ownership structure, a moderating variable distinguishing
between state-owned enterprises (SOEs) and non-state-owned enterprises (non-SOEs) is
introduced. The differentiation between SOEs and private firms is critical, as prior studies
highlight the distinct governance structures and incentive mechanisms between these entities
that influence pay policies and innovation investment (Kim, 2019; Lazzarini et al., 2015). State-
owned enterprises often prioritize social objectives and equity considerations, which can
moderate the impact of pay disparity on firm performance (Bhat et al., 2018). This variable is
coded as a binary indicator, where SOEs are assigned a value of one and private firms a value
of zero. The inclusion of this moderating factor allows the study to explore how different
organizational structures shape the effects of pay disparities on corporate innovation,
recognizing that SOEs often have different incentive mechanisms and pay structures compared
to their private sector counterparts.

Several control variables were incorporated to ensure that the observed relationships between
pay disparities and innovation were not driven by extraneous firm-specific factors. Firm size,
measured as the logarithm of total assets, is a well-established control variable in innovation
research, as larger firms tend to have greater resources and R&D capabilities (Chemmanur &
Tian, 2012). The R&D intensity, which reflects the proportion of sales allocated to R&D, is
frequently used as a predictor of firm-level innovation (Chen et al. 2016). Profitability,
represented by return on assets (ROA), is justified based on studies linking financial
performance to a firm's ability to sustain long-term innovation investments (Hall & Lerner,
2010). Leverage, measured as the total debt-to-equity ratio, is included as a financial constraint
that has been shown to influence innovation decisions, and prior studies indicate both positive
and negative effects depending on firm risk tolerance (Aghion et al., 2013; Atanassov, 2016).
All financial variables were extracted from the IDX and OJK filings, ensuring a high level of
data consistency and comparability across firms (see Table 1).

Table 1. Definitions

Variable sz Measurement Source

Dependent Variable

Corporate Cont Natural logarithm of pategt cgunts (number of (Hall & Lerner, 2010;

Innovation inuo pgtepts filed) .and patent citations (number of Henderson et al., 2005;
us citations received) Lerner & Wulf, 2007)

Independent Variables

Vertical Pay Cont | Coefficient of variation capturing salary

Disparity inuo | dispersion between management and R&D (Faleye et al., 2013)

(CV_MT-RDP) us personnel

Horizontal Pay Cont | Coefficient of variation representing salary

Disparity inuo | differences between R&D personnel and (Mueller et al., 2017)

(CV_RDP-0OE) us employees in other departments

Moderating Variable
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%ﬁzr?szgtg) 3:1 (g:(?rtf Dummy variable: 1 for state-owned enterprise (Bhat et al., 2018; Kim,
Non-SOE) cal (SOE), 0 for non-SOE 2019; Lazzarini et al., 2015)
Control Variables

Cont
Firm Size inuo | Natural logarithm of total assets (Chemmanur & Tian, 2012)

us

Cont
R&D Intensity inuo | R&D expenditure divided by total sales (Chen et al., 2016)

us
Profitabilit Cont Return on assets (net income divided by total

y inuo y (Hall & Lerner, 2010)

(ROA) us assets)

Cont .

. e . (Aghion et al., 2013;
Leverage Lnsuo Total debt-to-equity ratio Atanassov, 2016)

Source: (Researcher, 2025)

3.3. Analytical Procedures

We test our hypotheses using a quantitative approach involving a series of ordinary least squares
(OLS) regressions, clearly structured around three distinct equations, to capture the direct and
moderated effects of pay disparities on corporate innovation.

For Hypothesis 1 (Vertical Pay Disparity):
Innovation; ;1 = 0y + 6,CV_MT_RDP;; + 6,Controls;; + ¢, + P + 1,

This equation examines hypothesis 1, which explores the relationship between vertical pay
disparity and corporate innovation. Vertical pay disparity refers to the difference in
compensation between top management and R&D personnel measured using the coefficient of
variation. This measure accounts for the relative dispersion of salaries within a firm and
provides insights into whether a wider pay gap between management and R&D employees
influences innovation outcomes. The dependent variable, corporate innovation, is measured
using patent counts and citations to capture both the volume and impact of a firm's innovations.
The key coefficient associated with vertical pay disparity determines whether an increase in the
pay gap between management and R&D teams affects innovation positively or negatively. A
negative relationship suggests that excessive income differences create dissatisfaction among
R&D personnel, reducing motivation and engagement in innovation. Alternatively, if the
relationship is positive, structured pay disparities may serve as an incentive to motivate R&D
employees to pursue career advancement and increase their innovation output. To control for
potential confounding effects, the model incorporates several control variables including firm
size, R&D intensity, leverage, and profitability. These variables help to account for firm-
specific characteristics that can independently influence innovation performance. Additionally,
year fixed effects are included to control for time-related economic fluctuations and policy
changes, while industry fixed effects account for structural differences in innovation trends
across various sectors. The error term captures unobserved firm-specific factors that might also
influence innovation outcomes, but are not explicitly included in the model.

For Hypothesis 2 (Horizontal Pay Disparity):
Innovation; ;.1 = Yo + y1CV_RDP_OE;; + y,Controls; + A, + pj + v;;

This equation examines hypothesis 2, which investigates the relationship between horizontal
pay disparity and corporate innovation. Horizontal pay disparity refers to the difference in
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compensation between R&D personnel and employees of other departments. The primary
independent variable, horizontal pay disparity, was measured using the coefficient of variation,
which captures the degree of salary dispersion between these groups. This variable allows us to
assess whether larger pay gaps negatively impact innovation outcomes by disrupting teamwork,
reducing motivation, and limiting knowledge sharing across departments. The dependent
variable, corporate innovation, is assessed using patent counts and citations, which serve as
proxies for both the quantity and the impact of a firm's innovation. The key coefficient
associated with horizontal pay disparity indicates whether a higher disparity influences
innovation positively or negatively. A negative relationship would suggest that when R&D
personnel earn significantly more or less than their peers in other departments, cross-functional
collaboration may weaken, ultimately hindering corporate innovation. To ensure that the results
are not driven by other firm characteristics, the model includes several control variables such
as firm size, R&D intensity, leverage, and profitability. An error term captures unobserved firm-
specific factors that may influence innovation outcomes.

For Hypotheses 3a and 3b (Moderating Effects of Organizational Type—SOE vs. Non-SOE):

Vertical pay disparity moderated by organizational type

Innovation; ¢ = po + uyCV_MT_RDP;; + t,SOE; ¢ + uz3(CV_MT_RDP X SOE); ¢
+ugControls;y + 1, + 6 + w;

This equation investigates how the relationship between vertical pay disparity and corporate
innovation is influenced by whether a firm is an SOE or non-SOE. Vertical pay disparity,
measured using the coefficient of variation, represents the compensation gap between the top
management and R&D personnel. The inclusion of the organizational type variable
distinguishes between SOEs and private firms, whereas the interaction term between vertical
pay disparity and organizational type captures whether the effect of pay disparity on innovation
differs across these two types of firms. If the interaction term is negative, it suggests that the
negative impact of vertical pay disparity on innovation is stronger for SOEs than for non-SOE:s.

Horizontal pay disparity is moderated by organizational type.

Innovation; ¢11 = my + mCV_RDP_OE; + m,SOE;  + m3(CV_RDP_OE X SOE);
+myControls;, + & + x; + ¢

This equation explores whether the negative effects of horizontal pay disparity on corporate
innovation are influenced by whether a firm is an SOE or non-SOE. Horizontal pay disparity
measures the differences in compensation between R&D personnel and employees in other
departments, with greater disparities potentially leading to lower cross-departmental
collaboration. The interaction term between horizontal pay disparity and organizational type
assesses whether SOEs are affected by pay gaps across departments. A negative interaction
coefficient indicates that the negative effect of the horizontal pay disparity on innovation is
more pronounced in SOEs.

Both equations include control variables, such as firm size, R&D intensity, leverage, and
profitability, to ensure that other firm-specific characteristics are accounted for. Year-fixed
effects control for time-related economic changes, whereas industry-fixed effects account for
sectoral differences in innovation trends. The error term captures unobserved firm-specific
factors that may influence innovation outcomes.
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4. RESULTS AND DISCUSSION

4.1. Main Regression Results

This section presents the regression results examining the effects of vertical pay disparity
(CV_MT RDP) and horizontal pay disparity (CV_RDP_OE) on corporate innovation. The
dependent variables used in the analysis are Ln(NumPat) (log-transformed number of patents)
and Ln(CitePat) (log-transformed number of patent citations), which serve as proxies for the
quantity and quality of innovation outputs. Table 2 reports these two sets of regression models.
The first two columns represent the baseline models that analyze the direct effects of
CV_MT RDP and CV_RDP _OE on innovation. The last two columns incorporate a
moderation effect, where the model controls for state-owned enterprises (SOE) as a moderating
variable to examine how ownership structure influences the relationship between pay disparities
and innovation outcomes.

Table 2. Regression Results for Pay Disparities and Innovation Output

Ln(NumPat) - Ln(CitePat) - Ln(NumPat) - Ln(CitePat) -
VARIABLES (Baseline ) I;aseline) M(oderatior)1 Mgderatio)n
CV_MT_RDP 0.0373*** -0.0209** 0.0483*** 0.0099*
CV_RDP_OE -0.0363** -0.0127* -0.0609*** -0.0151**
Size 0.0074* -0.0030 0.0060* -0.0023
Leverage -0.1769*** 0.0719** -0.1761*** 0.0729**
ROA -0.2688*** -0.1211*** -0.2932*** -0.1256***
R&D Intensity 0.0514** 0.0178* 0.0514** 0.0178*
gEEP(rilv;it)ate'OW"ed’ - - -0.0217%* -0.0105**
CV_MT_RDP = SOE - - 0.0354*** 0.0112**
CV_RDP_OE x SOE - - -0.0431*** -0.0135**
Constant -0.9021** -0.3827** -0.9021** -0.3827**
Observations 1,505 1,505 1,505 1,505
Adjusted R? 0.4312 0.4286 0.4312 0.4286
Control YES YES YES YES
Industry FE YES YES YES YES
Year FE YES YES YES YES

*** p<0.01, ** p<0.05, * p<0.1
Source: (Data Processing, 2025)

The regression results reveal significant insights into the influence of pay disparities on
corporate innovation. The findings indicate that vertical pay disparity (CV_MT RDP) has a
complex relationship with innovation outcome. In the baseline models, a higher CV_MT_RDP
is positively associated with the number of patents, suggesting that larger pay gaps between
management and R&D personnel encourage employees to increase their innovation output.
However, this effect does not translate into patent citations, where the relationship is negative.
This outcome implies that while a larger vertical pay gap fosters a greater volume of innovation,
it may not necessarily enhance innovation quality. The underlying mechanism could be linked
to a tournament incentive structure that prioritizes patent filings, but does not always lead to
breakthroughs or impactful discoveries. When incorporating state-owned enterprise (SOE)
status as a moderator, the positive relationship between vertical pay disparity and patent
quantity strengthens, while the effect on patent citations becomes marginally significant. This
suggests that, in SOEs, where hierarchical structures and promotion incentives are more rigid,
the motivation to innovate through a competitive pay structure is even more pronounced.
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By contrast, horizontal pay disparity (CV_RDP OE) consistently exhibits a negative
association with corporate innovation. Across all models, larger salary gaps between R&D
personnel and employees in other departments reduced both patent output and citations. This
suggests that when employees perceive unfair salary distributions within a firm, collaboration
and knowledge-sharing efforts may weaken, ultimately limiting innovation outcomes. The
negative effects of horizontal pay disparity are further exacerbated in SOEs. When
incorporating the moderation effect of SOE, the adverse impact of CV_RDP_OE on innovation
becomes even more significant. This reinforces the idea that fairness perceptions play a crucial
role in shaping innovative efforts within state-controlled enterprises, where strong bureaucratic
structures and equity concerns are deeply embedded in the organizational culture.

Several control variables also provide valuable insights into the dynamics of corporate
innovation. Firm size is positively correlated with patent output, supporting the notion that
larger firms have more resources to invest in R&D and greater ability to generate patents.
However, leverage has a contrasting effect, as it negatively affects patent counts, but positively
influences patent citations. This finding suggests that firms facing financial constraints may
prioritize fewer but higher-quality innovations, opting for impactful discoveries over sheer
volume. Similarly, profitability, measured by return on assets (ROA), has a consistently
negative impact on both patent number and citations. This pattern implies that firms focusing
on short-term financial performance may divert resources away from long-term innovation
investment. Conversely, R&D intensity is positively associated with both patenting activity and
citations, confirming that firms committed to higher research expenditure are more likely to
achieve greater innovation output.

Moderation analysis shows the significant role of ownership structure in shaping the effects of
pay disparities. The positive and significant interaction between CV_MT RDP and SOE
suggests that vertical pay gaps are particularly effective in driving innovation quantity in state-
owned firms. This could be attributed to the structured promotion pathways within SOEs, in
which employees may perceive clear incentives tied to performance-based advancements. On
the other hand, the negative interaction between CV_RDP_OE and SOE further reinforces the
detrimental effect of horizontal pay disparity on these firms. The results suggest that SOE
employees place greater emphasis on equitable pay structures, and excessive salary gaps
between R&D personnel and other departments could diminish their motivation to engage in
innovative activities.

4.2. Two-Stage Least Squares (2SLS) Regression

To account for potential endogeneity concerns and ensure the robustness of our results, we
employed a two-stage least squares (2SLS) regression approach. Endogeneity may arise from
omitted variable bias, reverse causality, or measurement errors in the relationship between pay
disparity and corporate innovation. Using instrumental variables, we attempt to isolate the
causal effects of vertical and horizontal pay disparities on innovation outcomes. Table 3
presents the second-stage results from the 2SLS regression, where the dependent variables
remain Ln(NumPat) and Ln(CitePat), representing the quantity and quality of innovation
output, respectively. The instrumental variable approach corrects for potential biases and
provides more reliable estimates of the impact of CV_MT_RDP (vertical pay disparity) and
CV_RDP_OE (horizontal pay disparity). This technique ensures that our findings are not
merely correlations, but reflect more robust causal inferences (see Table 3).

Table 3. Two-Stage Least Squares (2SLS) Regression Results

VARIABLES Second-Stage NumPat Second-Stage CitePat
CV_MT_RDP _Ce 0.0353%** L0.0216%*
ntered

CV_RDP OE -0.0609** -0.0151*




Autors / Economics - Innovative and Economics Research Journal, doi: 10.2478/e0ik-20xx-XXXXX

SOE_Centered -0.0990%** -0.0139
CV_MT_RDP_SO ] . ] s
E Centered 0.0256 0.0614
CV_RDP_OE_SO
E Centered 0.0428 0.0039
Size 0.0125 -0.0053
Leverage -0.0809* 0.0451**
ROA -0.1023%** -0.0618***
R&D_Intensity 0.0274%** 0.0139%*
Constant -1.1025%* -0.5526*
. F-statistic: 76.67*, Kleibergen-Paap rk: 9.01, Cragg-Donald Wald F: 7.43, Kleibergen-
Model Statistics Paap Wald rk F: 4.62, Hansen J statistic: 0.828**

Source: (Data Processing, 2025)

The 2SLS regression results confirm and reinforce the findings from the baseline regressions,
further strengthening the argument that pay disparities significantly shape corporate innovation.
The estimated coefficients for CV_MT RDP in the second-stage model indicate a positive and
significant relationship with patent quantity (0.0353, p < 0.01), but a negative and significant
effect on patent citations (-0.0216, p < 0.05). This suggests that the vertical pay gap between
management and R&D personnel increases the number of patents filed but does not necessarily
enhance the quality of innovation. A plausible explanation is that firms with larger vertical pay
disparities may encourage competition among employees, leading to a higher volume of
patents, whereas the stress of such competitive environments could reduce the focus on
groundbreaking or high-impact research.

Conversely, horizontal pay disparity (CV_RDP_OE) is negatively associated with both
innovation quantity and quality. The coefficients for patent output (-0.0609, p < 0.05) and patent
citations (-0.0151, p < 0.1) suggest that larger salary gaps between R&D personnel and other
departments discourage innovation, likely by disrupting collaboration and knowledge-sharing
efforts across teams. This finding reinforces the argument that excessive disparities in
compensation structures can lead to perceptions of unfairness, reducing employees' willingness
to contribute to cross-departmental innovation initiatives. The results also highlight the
moderating effect of SOE status on pay disparity-innovation relationships. The interaction term
CV_MT RDP x SOE is negative and significant (-0.0256, p < 0.1 for patents and -0.0614, p <
0.05 for citations), indicating that in state-owned enterprises, vertical pay gaps have a weaker
effect on innovation compared to private firms. This finding suggests that SOEs, with their
bureaucratic and hierarchical structures, may not provide the same competitive incentives as
private firms, thus reducing the effectiveness of pay-based motivation strategies. Meanwhile,
CV_RDP_OE x SOE is not significant, implying that the negative impact of horizontal pay
disparity on innovation is consistent across SOEs and non-SOEs.

Several control variables also exhibit the expected patterns. Firm size shows a weak positive
effect on patent output (0.0125) but is not significant, suggesting that larger firms may have
more resources but do not necessarily produce higher innovation outcomes. Leverage has a
mixed effect as it negatively affects patent numbers (-0.0809, p < 0.1) but positively influences
citations (0.0451, p < 0.05), implying that financially constrained firms may focus on quality
over quantity in their innovation strategies. ROA is significantly negative in both models,
reinforcing the notion that profit-driven firms may underinvest in long-term innovation. Finally,
R&D intensity remains positively associated with both innovation measures, confirming that
higher research investment translates to greater patent output and impact. The 2SLS model
diagnostics suggest that the instruments used in the first stage are valid and strong, as evidenced
by the Kleibergen-Paap Wald rk F statistic (4.62) and the Hansen J statistic (0.828, p < 0.05),
which confirms that the instrumental variables satisfy the over-identification restriction test.
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The F-statistic (76.67, p < 0.1) indicates that the instruments significantly predicted the
endogenous regressors, further supporting the reliability of these findings.

4.3. Robustness Check (Entropy Balanced Regression Analysis)

We implement an entropy-balancing regression approach. Entropy balancing is a statistical
technique that ensures that the covariate distributions of the treatment and control groups are
balanced, thereby reducing potential biases that may arise due to sample heterogeneity. By
reweighting observations, this method enhances the comparability between firms with high and
low pay disparities, providing a more reliable assessment of how compensation structures
influence corporate innovation. Table 4 presents the entropy-balanced regression results, where
NumPat (log-transformed number of patents) and CitePat (log-transformed patent citations)
remain the dependent variables, capturing the quantity and quality of innovation output,
respectively. The estimates control for key firm-level characteristics, and industry and year
fixed effects are incorporated to account for unobserved heterogeneity

Table 4. Final Entropy Balanced Regression Results

VARIABLES Entropy Balanced NumPat | Entropy Balanced CitePat
CV_MT RDP_Centered 0.0396%** -0.0229%**
CV_RDP _OE -0.1280%** -0.0033
SOE_Centered -0.1104** 0.0025
CV_MT RDP_SOE Centered -0.0736* -0.0594**
CV_RDP OE SOE Centered 0.1057 0.0032

Size 0.0213 -0.0048
Leverage -0.0917* 0.0415%*
ROA -0.1428%** -0.0712%%*
R&D_Intensity 0.0331%** 0.0165%*
Constant -1.0347** -0.4816*
Model Statistics Adjusted R%: 0.4523 Adjusted R%: 0.4295

Source: (Data Processing, 2025)

The entropy-balanced results further confirm the core findings of the OLS and 2SLS
regressions. The coefficient for CV_MT RDP Centered (vertical pay disparity) remains
positive and significant for the number of patents (0.0396, p < 0.01), but negative and
significant for patent citations (-0.0229, p < 0.05). This result reinforces the idea that a larger
vertical pay gap between management and R&D personnel incentivizes higher patent filings,
but does not necessarily lead to greater citation impact. The competition induced by larger
vertical pay differences appears to drive innovation volume but may reduce the emphasis on
breakthrough or high-quality innovations. For CV_RDP_OE (horizontal pay disparity), the
findings remained consistent with those of previous models. The coefficient is strongly negative
for the number of patents (-0.1280, p < 0.01) but not significant for citations. This finding
suggests that a larger horizontal pay gap between R&D personnel and employees in other
departments significantly reduces innovation output. However, its impact on innovation quality
is less pronounced, possibly because knowledge spillovers and collaboration dynamics are
more crucial for increasing patent output than for patent impact.

The moderating effect of SOE status is also evident in this model. The interaction term
CV_MT RDP x SOE is negative and significant (-0.0736, p < 0.1 for patents and -0.0594, p <
0.05), indicating that state-owned enterprises weaken the incentive effect of the vertical pay
disparity on innovation outcomes. This result aligns with the expectation that SOEs, with their
structured and hierarchical nature, are less responsive to tournament-style incentives than are
private firms. However, CV_RDP_OE x SOE is not significant, suggesting that the negative
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effects of horizontal pay disparity on innovation persist across both ownership types. The
control variables also exhibited patterns similar to those of previous models. Firm size is weakly
positive for patent quantity but not significant, implying that while larger firms have resources
for R&D, their innovation output is not necessarily higher when pay disparities exist. Leverage
negatively affects patent quantity (-0.0917, p < 0.1), but positively impacts citations (0.0415, p
< 0.05), reinforcing the argument that financially constrained firms prioritize quality over
quantity. ROA remains significantly negative, confirming that firms that prioritize short-term
profitability are less likely to invest in innovation. R&D intensity is positively associated with
both patent output and citations, reaffirming the importance of research investments in driving
corporate innovation.

The higher adjusted R? values in this model (0.4523 for patents and 0.4295 for citations)
indicate that the entropy balancing approach reduces bias and provides a more accurate estimate
of the causal effects of pay disparities on innovation performance. These results validate the
robustness of the primary findings and confirm that both vertical and horizontal pay disparities
play significant roles in shaping corporate innovation outcomes.

4.4. Robustness Check (Tobit Regression Analysis)

We apply a Tobit regression model, which is appropriate when dealing with censored dependent
variables such as patent counts and citations. Because innovation outputs are often non-negative
and subject to truncation (i.e., firms with no patents or citations are observed as zeros), the Tobit
model accounts for these limitations, providing more accurate estimates of the relationships
between pay disparities and innovation. Table 5 presents the Tobit regression results, where the
dependent variables are Ln(NumPat) (patent quantity) and Ln(CitePat) (patent citations). The
inclusion of control variables and fixed effects ensures that the estimates capture firm-specific
dynamics, while reducing potential omitted variable bias.

Table 5. Robust Test (Tobit Regression)

VARIABLES Tobit NumPat Tobit CitePat
CV_MT _RDP_Centered 0.0142 -0.0709
CV_RDP_OE -0.0244 -0.0261
SOE_Centered -0.0400 -0.0633
CV_MT RDP_SOE Centered -0.0094 -0.2090*
CV_RDP_OE _SOE_Centered 0.0170 -0.0046
Size 0.0039 -0.0075
Leverage -0.0885* 0.0721%*
ROA -0.1374%%* -0.0895%**
R&D_Intensity 0.0298*** 0.0197**
Constant -0.9874** -0.4129*
Model Statistics Pseudo R2: 0.1765 | Pseudo R?: 0.1342

Source: (Data Processing, 2025)

The Tobit regression results generally align with the previous OLS and 2SLS findings, but
provide additional insights into the censored nature of innovation outcomes. The coefficient for
CV_MT RDP_ Centered (vertical pay disparity) remains positive but insignificant for patent
quantity (0.0142), and negative for patent citations (-0.0709). This suggests that, while vertical
pay disparities may create incentives for innovation output, their impact diminishes when
accounting for censored data, reinforcing the mixed effects of tournament incentives on
innovation quality. For CV_RDP_OE (horizontal pay disparity), the estimated coefficients are
negative for both patent quantity (-0.0244) and citations (-0.0261) but not statistically
significant. These results indicate that, while larger salary gaps between R&D personnel and
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employees in other departments may hinder innovation, the effects are weaker when accounting
for firms with no innovation activity. This finding suggests that horizontal pay disparities may
affect firms with active R&D more strongly than those without substantial innovation
investments.

The moderating effect of SOE status is more pronounced in this model. The interaction term
CV_MT RDP x SOE is negative and significant (-0.2090, p < 0.1) for patent citations,
suggesting that vertical pay gaps have a stronger negative impact on innovation quality in state-
owned enterprises. This result reinforces the idea that SOE structures are less conducive to
tournament-style incentives, likely because of bureaucratic promotion systems and equity
concerns among employees. However, the interaction between CV_RDP_OE x SOE remains
insignificant, indicating that horizontal pay disparities affect SOEs and private firms in terms
of innovation activity. The control variables exhibit the expected patterns. Leverage negatively
affects patent quantity (-0.0885, p <0.1), but positively influences citations (0.0721, p <0.05),
suggesting that financially constrained firms prioritize fewer but higher-impact innovations.
ROA remains significantly negative across both models, further confirming that profit-driven
firms underinvest in long-term innovation strategies. R&D intensity is positively associated
with both patent output (0.0298, p < 0.01) and citations (0.0197, p < 0.05), emphasizing that
greater research investment leads to stronger innovation performance. The pseudo R? values
(0.1765 for patents and 0.1342 for citations) indicate that the Tobit model accounts for a
significant portion of the variation in innovation outcomes when addressing potential censoring
issues.

4.5. PSM, DID, Entropy Balancing, and Alternative R&D Growth

We conducted several additional robustness tests beyond the standard OLS, 2SLS, and Tobit
regressions. These tests include Propensity Score Matching (PSM), Difference-in-Differences
(DID), entropy balancing, and alternative R&D growth models. Each method provides unique
insights into how pay disparities influence corporate innovation by addressing different sources
of bias, and ensuring that the observed effects are not driven by model specifications or
unbalanced sample characteristics. Table 6 presents the results of these additional robustness
checks, where the dependent variables are Ln(NumPat) (patent quantity) and Ln(CitePat)
(patent citations).

Table 6. Additional Robustness Tests

PSM PSM DID DID Entropy Entropy Alternative

VARIABLES NumP | CitePa | NumP | CiteP Balanced Balanced R&D

at t at at NumPat CitePat Growth
CV_MT RDP_ ; - -
Centered 0.0095 0.0318 02048 | 0.2739 0.0396 -0.0229 0.0169
CV RDP OE 0.2608 ’ 0.3320 | 0.2280 -0.1280 -0.0033 0.1609

- - sk 0.0009
SOE_Centered -0.1441 0 0-278 N/A N/A -0.1104 0.0025 0.0173
CV_MT RDP_ - %
SOE Centered -0.0646 0.0283 N/A N/A -0.0736 -0.0594 -0.1952
CV_RDP_OE
SOE Centered 0.1211 | 0.0609 N/A N/A 0.1057 0.0032 0.2504
. 0.0453

Size ok 0.0398 | 0.1182 | 0.0852 0.0510 0.0587 0.0471
Leverage -0.0817 00382 | 01561 | 0.1018 -0.0748 -0.0469 -0.1023
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- - _ _ sk ~
ROA 0:3;‘72 0.?‘129 02078 | 01783 0.1385 0.0927 0.0876
. 0.0258
R&D_Intensity - 0.0192 | 0.0486 | 0.0319 0.0319 0.0221 0.0952
Constant 1.2157 0.2232 23.076 | 18.041 -0.9842 -11.002 -11.253
Observations 1,505 1,505 1,505 1,505 1,505 1,505 1,505
Control YES YES YES YES YES YES YES
Industry FE YES YES YES YES YES YES YES
Year FE YES YES YES YES YES YES YES

Source: (Data Processing, 2025)

Additional robustness checks further validated the primary findings. Each method addresses
concerns related to potential biases in sample selection, functional form misspecifications, and
alternative ways of measuring innovation outcomes. The Propensity Score Matching (PSM)
results are largely consistent with baseline findings, reinforcing the relationship between pay
disparities and innovation. The coefficient for CV_MT RDP Centered remains positive but
weakly significant for citations (-0.0318, p <0.1), whereas CV_RDP_OE remains significantly
negative for patent quantity (-0.2608, p < 0.01), reaffirming that excessive horizontal pay
disparities reduce innovation activity.

The Difference-in-Differences (DID) approach examines changes in innovation before and after
changes in pay disparity. Here, the effects of CV_MT RDP_Centered are negative for both
patent output (-0.2048) and citations (-0.2739), suggesting that, in some cases, vertical pay
disparities may fail to sustain long-term innovation. However, the horizontal pay gap
(CV_RDP_OE) is positive, implying that firms experiencing an increase in horizontal pay gaps
may respond by enhancing innovation, although this effect is weaker than that in other models.
The Entropy Balanced Regression results confirm previous findings, with
CV_MT RDP Centered showing a positive effect on innovation quantity (0.0396), but a
negative effect on citations (-0.0229). This supports the idea that vertical pay gaps encourage
more patent filings but may not necessarily improve the quality of innovations. Similarly,
CV_RDP OE remains negative for patent output (-0.1280), reinforcing the argument that
horizontal pay disparities reduce collaborative innovation efforts.

The Alternative R&D Growth Model examines innovation from a different perspective, by
incorporating a broader set of firm-level R&D growth indicators. Here,
CV_MT RDP_ Centered remains weakly positive (0.0169) and CV_RDP_OE shifts to a
positive effect (0.1609), suggesting that under some conditions, horizontal pay gaps may be
associated with increased R&D efforts in firms with aggressive growth strategies.

4.5. Discussion

4.5.1. Vertical Pay Disparity and Innovation Performance

Our results indicate that larger vertical pay disparities between management and R&D
personnel (CV_MT-RDP) affect corporate innovation significantly. Specifically, the OLS and
2SLS regressions reveal a positive relationship with the number of patents, but a negative
impact on patent citations, suggesting that while greater vertical pay gaps encourage firms to
file more patents, the quality and impact of these innovations may suffer. This aligns with
previous research by Lerner and Wulf (2007) and Sauermann and Cohen (2010), which suggests
that financial incentives can motivate innovation quantity but may not always enhance
innovation quality.

Social Comparison Theory (Festinger, 1954) helps explain these findings. When exposed to
large pay gaps with the upper management, R&D personnel may perceive themselves as
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undervalued, leading to demotivation and decreased creativity. This psychological response is
particularly relevant in Indonesia’s collectivist work culture, in which hierarchical disparities
are more likely to be scrutinized and resented (Pfeifer & Stephan, 2019). Unlike Western
economies, where performance-based promotions may justify higher pay gaps, Indonesia’s
strong emphasis on workplace harmony and perceived fairness means that excessive vertical
disparities may erode trust and reduce collaboration between R&D teams and executives.
Furthermore, our entropy balancing results confirm that the effect of vertical pay disparity on
innovation is moderated by state ownership (SOE status). In state-owned enterprises (SOEs),
the negative effects of vertical pay disparities on innovation are more pronounced, reinforcing
the idea that SOEs have stronger egalitarian norms that make employees more sensitive to
unfair compensation structures (Breza et al., 2017; Meiryani et al., 2023).

4.5.2. Horizontal Pay Disparity and Its Detrimental Effects on Innovation

A key insight from our study is the significant negative relationship between horizontal pay
disparity (CV_RDP-OE) and corporate innovation outcomes. Across all robustness checks
(OLS, Tobit, and entropy balancing regressions), larger horizontal pay gaps consistently reduce
both the number of patents and citation impact. These findings align with those of previous
studies (Shaw, 2015; Trevor et al., 2012), which suggest that excessive pay differences across
departments reduce employee cooperation, impair cross-functional knowledge-sharing, and
ultimately lower firm-wide innovation performance. Social comparison theory provides further
insight into these results. R&D personnel who perceive that their compensation lags behind that
of other departments (e.g., marketing, operations, or finance) may experience frustration and
disengagement, leading to lower commitment toward innovation projects (Gartenberg & Wulf,
2017; Nickerson & Zenger, 2008). This phenomenon is particularly relevant in Indonesia,
where team cohesion and interpersonal relationships are highly valued (Mushtaq et al., 2022;
Ruddin et al., 2020). Unlike highly individualistic cultures, where pay differentiation is
normalized, Indonesian employees are more likely to perceive horizontal pay gaps as an
indicator of undervaluation and a lack of organizational commitment to fairness. Moreover, our
additional robustness tests, including PSM (Propensity Score Matching) and DID (difference-
in-differences), confirm the stability of these results, reinforcing that horizontal pay disparities
systematically hinder innovation outcomes.

4.5.3. The Role of State Ownership in Moderating Pay Disparity Effects

The findings reveal that organizational structure, particularly whether a firm is state-owned
(SOE) or non-state-owned (non-SOE), plays a critical role in shaping the effects of pay
disparities on innovation. Vertical pay disparities (CV_MT-RDP) have a weaker positive effect
on innovation in SOEs than in private firms, indicating that tournament incentives are less
effective in organizations with rigid bureaucratic structures and state-driven policies (Mueller
etal., 2017). Horizontal pay disparities (CV_RDP-OE) have a stronger negative effect in SOEs,
supporting the idea that state-owned firms prioritize fairness and are more sensitive to internal
inequities (Breza et al., 2017; Meiryani et al., 2023). Employees in SOEs may react more
negatively to perceived unfair pay structures, further reducing collaboration and innovation
outputs. These findings align with previous research indicating that SOEs tend to have stronger
egalitarian norms (Chang et al., 2015) and that fairness perceptions play a more substantial role
in employee motivation than absolute pay levels (Cullen & Perez-Truglia, 2022). The results
also suggest that private firms have greater flexibility in using tournament-based incentives to
drive innovation, whereas SOEs must be more cautious in structuring pay policies to avoid
demotivating their employees.

4.6. Implications
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While a certain level of vertical pay disparity may incentivize innovation quantity, excessive
gaps can reduce trust and collaboration within organizations, especially in SOEs. To mitigate
these effects, firms should consider more transparent promotion pathways for R&D personnel
and ensure that career advancement opportunities are communicated clearly. This study
underscores the importance of horizontal equity in sustaining corporate innovation. Firms
should ensure that R&D personnel are compensated competitively relative to employees in
other departments to prevent negative social comparisons that hinder knowledge-sharing and
cooperative innovation. SOEs should prioritize equity-driven compensation models that
minimize perceived unfairness, whereas private firms may have greater flexibility in leveraging
tournament-based incentives. By understanding how compensation structures affect employee
motivation differently across firm types, organizations can design pay policies that optimize
innovation without sacrificing workplace cohesion

5. CONCLUSIONS

This study contributes to the literature by offering a novel perspective on how relative pay
disparities shape corporate innovation through the lens of the Social Comparison Theory
(Festinger, 1954). Unlike prior studies that focused on absolute pay levels (Manso, 2011;
Bobillo et al., 2018), our research highlights how perceived internal inequities influence
employee motivation and collaboration, ultimately affecting firm-wide innovation
performance. Moreover, our findings provide new insights into the Indonesian corporate
environment, reinforcing the idea that pay disparity effects are shaped by cultural and
institutional contexts. While Western economies often rely on market-driven tournament
incentives to boost innovation, our results suggest that in Indonesia’s collectivist corporate
culture, balancing pay equity is equally, if not more, important than pure monetary incentives.
Future research could extend this study by exploring the psychological mechanisms behind pay
disparities in greater depth, such as how employee perceptions of fairness evolve over time, and
how non-monetary incentives (e.g., career growth, training, and recognition programs) interact
with financial compensation to shape innovation outcomes. Additionally, sector-specific studies
can help determine whether the effects of pay disparities vary across industries with different
levels of technological intensity.
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>>>>>>>>>>>>>>>>>>> pet, 28. velj 2025. u 08:38 Economics Journal
>>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao

>>> je:

SSSS5553333535555>>

SSSSS555355555555>> Dear,

SSSS55553555555555>

>>>>>>>>>>>>>>>>>>> Thank you for the information provided. Kindly
>>> send

>>>>> US

SSS555555>> proof

>>>>>>>>>>>>>> of

>>>>>>>>>>>>>>>>>>> payment once the transaction has been completed.
>>>>> Please

>>>>>>>>>>> note

>>>>>>>>>>>>>>>>> that

>>>>>>>>>>>>>>>>>>> the process is currently on hold until the

>>> payment is

SSSS5555555>>> received,

SESEE555355555555>>

>>>>>>>>>>>>>>>>>>> We appreciate your cooperation.
SESSSS555353555555>>

>>>>>>>>>>>>>>>>>>> Cet, 27. velj 2025. u 18:12

>>>>>>>>> <pudiandriani@privietlab.org>

SESSE55555555555> napisao

>>>>>>>>>>>>>>>>>>> e
>>>>>>>>>>>>>>>>>>> DEar Editor,

SESEE555355555555>>
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>>>>>>>>>>>>>>>>>>> the payment will be made tomorrow, and the
>>> revision

>>>>> in

>>>>>>>>> this

SESSE55555555555> Weekend,

SSS3333333333>>>>>> We

>>>>>>>>>>>>>>>>>>> got some delay in revision so sorry for perfect
>>>>>>> revision

>S5>>>>>>> We

SESSS555555555>55> made

SSSSS5553555555555>

SSSSS553333555555>> Regards,

SESSE355355555555>>

>>>>>>>>>>>>>>>>>>> 0n 2025-02-26 15:03, Economics Journal wrote:
>>> Dear,

SSSSS5553555555555>

>>>>>>>>>>>>>>>>>>> When can we expect to receive the corrected
>>> paper?

>>>>> When

>>>>>>>>>>> Will

S>5>5>55>>>>>>>>>> the

>>>>>>>>>>>>>>>>>>> payment be made?

SSSSS355335555555>>

>>>>>>>>>>>>>>>>>>> [t is very important that we work efficiently.
SSSS5553333555555>>

>>>>>>>>>>>>>>>>>>> uto, 18. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao

>>> je:

SESSE555355555555>>

>>>>>>>>>>>>>>>>>>> Dear,

SSSSSS555335555555>>

>>>>>>>>>>>>>>>>>>> We are issuing you a letter of acceptance so that
>>> you

>>>>>>> can

SOS55333333535>5>5> proceed

>>>>>>>>>>>>>>>>>>> With the payment. Please continue with revising
>>> the

>>>>>>> work

>>>>>>>>>>> and

>>>>>>>>>>>>>>>>>> making

SSSS555555333555>>

>>>>>>>>>>>>>>>>>> the payment. The payment needs to be completed as
>>>s00n

>>>>>>> 38

>>>>>>>>>>>>>>>>> possible

SSS>555553555>5>>

>>>>>>>>>>>>>>>>>> 50 that we can proceed with the next steps.
SSSS555535555555>>

>>>>>>>>>>>>>>>>>> uto, 18. velj 2025. u 08:12

>>>>>>> <budiandriani@privietlab.org>

SSSS353>5>3>333>5>5>>> napisao

SSSS555553555>555>> je:

SSSS555533555555>>

>>>>>>>>>>>>>>>>>> Dear Editor,

SSSS555535555555>>

>>>>>>>>>>>>>>>>>> We will submit the revision this weekend and make
>>>Qa

>>>>>>>>> payment

SSSS55>3>5>5>>5>5>> neXt

SSS5555555555555>> Week,

>>>>>>>>>>>>>>>>>> hbecause we need some process to make transfer in
>>> euro

SSSS555535555555>>

>>>>>>>>>>>>>>>>>> |§ it possible after the revision, the journal
>>>send us

>>>>>>> the

SSSS5335>3>333>5>3>5>>> acceptance

>>>>>>>>>>>>>>>>>> hefore the payment?
SSSS555533555555>>

SSSS>>S55555>>55>> Regards,

SSSS555535555555>>

>>>>>>>>>>>>>>>>>> 0n 2025-02-17 16:14, Economics Journal wrote:
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>>> Dear,

SSSS555555555555>>

>>>>>>>>>>>>>>>>>> Please ensure to respond to our emails

>>> efficiently.

>>>>> This

>>>>>>>>> S

>>>>>>>>>>>>>>>>>Cruda|

>>>>>>>>>>>>>>>>>> for a successful collaboration.
SSS5555555555>55>5>>

>>>>>>>>>>>>>>>>>> Could you kindly inform us when we can expect the
>>>>>>>>> corrected

SSS5555553>5>55>55>> Work

SSSS555553555>55>>

>>>>>>>>>>>>>>>>>> and payment? The process will be suspended until
>>>the

>>>>>>>>> payment

S>>>>>>>>>>>>> |§

>>>>>>>>>>>>>>>>>>rﬂade

>>>>>>>>>>>>>>>>>> gri, 12. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SESSE555555555555>

>>>>>>>>>>>>>>>>>> Dear,

SSSS555535555555>>

>>>>>>>>>>>>>>>>>> We are sending you the second review. You may now
>>>>> revise

>>>>>>>>>>>y0ur

>>>>>>>>>>>>>>>>> paper

SSSS555555555>55>>

>>>>>>>>>>>>>>>>>>> gccording to the provided feedback.
SSS555333355555555>

>>>>>>>>>>>>>>>>>>> Additionally, as stated at the beginning, payment
>>> s

>>>>>>>>>>>>>> required

>>>>>>>>>>>>>>>>>aﬁer

SOS55333333535>5>5>

>>>>>>>>>>>>>>>>>>> receiving the reviews. The payment should be made
>>> via

>>>>>>>>> SWIFT

>>>>>>>>>>>>>>>>>bank

SSSS555555555>55>>

>>>>>>>>>>>>>>>>>>> transfer, and the total amount is 700 EUR + VAT
>>>>> (17%),

>>>>>>>>>>>>>>>>> equaling

SSS55555555>55>55>>

>>>>>>>>>>>>>>>>>> 819 EUR. Payment instructions are attached.
SS55555553555>555>>

>>>>>>>>>>>>>>>>>> Please confirm receipt of this email and inform us
>>>>> about

>>>>>>>>> the

>>>>>>>>>>>>>>>>> next

SOS35333333535>5>5>

>>>>>>>>>>>>>>>>>>>Steps

SSSS55555355555555>

>>>>>>>>>>>>>>>>>>> gri, 12. velj 2025. u 05:39

>>>>>>> <budiandriani@privietlab.org>

>>>>>>>>>>>>>>>>> Napisao

SSS553535335>55>>>

>>>>>>>>>>>>>>>>>>je:

SSSS533>5>33353>3>>5>>>

>>>>>>>>>>>>>>>>>> Dear Editor,

SSS333333333335>3>>

>>>>>>>>>>>>>>>>>> \We need to revise now or wait for second review?
SSS35333333>5353>5>5>>

SSSSSSS55555>>>>>> Regards

SSS>53535335>35>5>5>>

>>>>>>>>>>>>>>>>>> 0n 2025-02-10 21:08, Economics Journal wrote:
>>> Dear,

SSS>53533335>35>5>5>>

>>>>>>>>>>>>>>>>>> We are sending you the first review of your paper.
>>> \We

>>>>>>> hope

>>>>>>>>>>>>>>>>> that
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SSS553535335>55>>>

>>>>>>>>>>>>>>>>>> the second review will be completed soon.
SSSS533>5>3333>5>5>5>>>

>>>>>>>>>>>>>>>>>> sub, 8. velj 2025. u 18:52

>>>>> <budiandriani@privietlab.org>

SSS55355355>555>55>5>5> napisao

SSS35333333>3>35>>>

SSS353333>335335>3>> je:

>>>>>>>>>>>>>>>>>> Dear Editor,

SSS35333333>33>35>3>>

>>5555>5>>55>>>>>>>>> Ok we will wait

SSS553535335>35>5>5>>

SSSSSSSSSSSSSS55>> RegardS,

SSS55355355555>55>5>5>>

>>>>>>>>>>>>>>>>>> 0n 2025-02-08 20:08, Economics Journal wrote:
>>> Dear,

SSS553535355>55>5>5>>

>>>>>>>>>>>>>>>>>> Your paper has been sent for the review process.
>>> We

>>>>> need

SSSS333333333>3>>> tO

SSS5535>55>555>55>5>5>

>>>>>>>>>>>>>>>>>> bhe patient while the esteemed reviewers complete
>>> their

>>>>>>>>>>>>>>>>> evaluations.

SSS35333333>3335>3>>

>>>>>>>>>>>>>>>>>> sub, 8. velj 2025. u 11:32

>>>>> <budiandriani@privietlab.org>

SESSE5555555555>> napisao

SSS>555553>555>55>>

SSSS555533555555>> je:

>>>>>>>>>>>>>>>>>> Dear Editor,

SSS5555555555>555>>

>>>>>>>>>>>>>>>>>> |[m sorry for wrong attachment in email before |
>>> attach

>>>>>>> th

SS>>>5>5>>>5>>>>>>>> New

SSS>555553555>5>>

>>>>>>>>>>>>>>>>>> file already meets requirement with your template
SSSS555535555555>>

>>>>>>>>>>>>>>>>>> We agree for pay that apc after acceptance
SSSS555555555555>>

>>>>>>>>>>>>>>>>>> Regards,

SSS5555555555555>>

>>>>>>>>>>>>>>>>>> 0n 2025-02-08 15:18, Economics Journal wrote: We
>>> have

SSS5555>5555>5>> received

SSSS555555555>55>> yOLII’

>>>>>>>>>>>>>>>>>> esteemed paper and appreciate your
SSSS55555555555>> ChOiCG

SOS35333333535>5>5>

>>>>>>>>>>>>>>>>>> of our journal. The topic: _How Vertical and
>>>>> Horizontal

>>>>>>>>> Pay

SSSS555555555>55>> GapS

SSSS555553555>55>>

>>>>>>>>>>>>>>>>>> in Research and Development Affect Corporate
>>>>> |[nnovation

>>>>>>> in

>>>>>>>>>>>>>>>>> [ndonesian

SSSS555553555>55>>

>>>>>>>>>>>>>>>>>> Public Firms___ is interesting, as is the
>>> research

>>>>>>>>> jtself,

SSS>555553>555>55>> and

SSSS55555555555>>

>>>>>>>>>>>>>>>>>> it certainly deserves the attention of our
>>> journal.

SSSS555533555555>>

>>>>>>>>>>>>>>>>>> The editorial board kindly requests that you
>>> format

>>>>> your
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>>>>>>>>>>>>>>>>> paper
SSSS555555555>55>>

>>>>>>>>>>>>>>>>>> in accordance with our guidelines, as this is the
>>>>>>> minimum

>>>>>>>>>>>>>>>>> requirement

SS5>>555553>555>55>>

>>>>>>>>>>>>>>>>>> for continuing our collaboration. The abstract
>>>must be

>>>>>>>>>>>>>>>>> gignificantly

SSSS555555555>55>>

>>>>>>>>>>>>>>>>>> mproved to meet international standards, as
>>> follows:

SSSS555533555555>>

>>>>>>>>>>>>>>>>>> The abstract (200-250 words) needs to clearly
>>> present

SSSS555555555>55>> the

SSS3555553>555>55>>

>>>>>>>>>>>>>>>>>> main idea of the paper and research results. It
>>> must

>>>>>>>>> include

SSSS555553555>55>> SUfﬁCient

SSS>>555553>555>55>>

>>>>>>>>>>>>>>>>>> information for readers to assess the nature and
>>>>>>>>>>>>>>>>> significance of

SSS3555553>555>55>>

>>>>>>>>>>>>>>>>>> the topic. The abstract should summarize the
>>>>> objectives

>>>>>>> of

>>>>>>>>>>>>>>>>> the

SSS>555553>555>55>>

>>>>>>>>>>>>>>>>>> paper, methodology, results, and conclusions. To
>>>>> enhance

>>>>>>>>> the

>>>>>>>>>>>>>>>>> visibility

SOS55333333535>5>5>

>>>>>>>>>>>>>>>>>> of the article, the abstract should reiterate

>>> keywords

>>>>>>> and

>>>>>>>>>>>>>>>>> phrases

SSSS555555555>55>>

>>>>>>>>>>>>>>>>>> While avoiding unnecessary repetition.
SSSS555555555555>>

>>>>>>>>>>>>>>>>>> The references must be arranged in alphabetical
>>> order

>>>>> by

SSS>555553555>5>> the

SSSS555555555>55>>

>>>>>>>>>>>>>>>>>> guthors' last names and chronologically for works
>>> by

>>>>> the

>>>>>>>>>>> same

SSSS555>5555>55>55>> author,

SSSS555555555>55>>

>>>>>>>>>>>>>>>>>> Citations should be formatted according to the
>>>>>>> prescribed

SSSS555553555>55>> S‘tandal’dS

SSS>555553>555>55>>

>>>>>>>>>>>>>>>>>> for books, journals, and other sources.
SOS35333333533>35>>

>>>>>>>>>>>>>>>>>> |f you accept these conditions, please inform us.
>>>>> After

>>>>>>>>>>>>>>>>> positive

SSSS555555555>55>>

>>>>>>>>>>>>>>>>>> reviews, an APC of 700 EUR must be paid.
SSS5555555555555>>

>>>>>>>>>>>>>>>>>> |f you agree with the stated terms, please notify
>>> US

>>>>> S0

SS5>>55>5>>3>3>5>5>>>>> We

SSS>55555355>5>55>>

>>>>>>>>>>>>>>>>>> can proceed with the publication process. For any
>>>>>>> further




>>>>>>>>>>>>>>>>>> questions,

SSSS>>>>>>>>>>>5>> We

SSS>>55555555>5>>

>>>>>>>>>>>>>>>>>> remain at your disposal.
SSSSS>>>>>>5>>>>>>

SS>>>>55555555555> -

SS>>>>>>>>>>>>55>>

>>>>>>>>>>>>>>>>>> _Best regards,_

S>>>>>>>>5>55555>>

>>>>>>>>>>>>>>>>>> Sara Drakul

SSS>>5555555555>>>

>>>>>>>>>>>>>>>>>> _CO-EDITOR_

>>>>>>>>>>>>>>>>>>  "Economics” Journal_
>>>>>>>>>>>>>>>>>> _economics.oikos.institut@gmail.com_
>>>>>>>>>>>>>>>>>> _www.oikosinstitut.org [1] [1] [1] [1] [1] [1] [1]
>>> [1][1

>>>>> [2]]

>>>>>>> [1 [2]]

>>>>>>>>> 1
>>>>>>>>>>> [2]] [1
>>>>>>>>>>>>>> [2]]
>>>>>>>>>>>>>>>>> [1 [2]]
>>>>>>>>>>>>>>>>>> [1 [2]]

>>>>>>>>>>>>>>>>>> hitps://economicsrs.com/index.php/eier/index

SSS>5555555555>>>
SSSS555555555>5>>

SS>>55555555>>

S>>>5>5>>>>

>>>>>

>>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml
SSSSS5555555555>>

>>>>>>>>>>>>>>>>>> +387 55 423 183

SSS>S5555555555>>>

>>>>>>>>>>>>>>>>>> +387 63 984 290

SSS5555535555555>5>

>>>>>>>>>>>>>>>>>>|JnkS
SESES535333553555> -

>>>>>>>>>>>>>>>>>> [1] http://www.oikosinstitut.org/

SS>>>>>>>>>>>>>>>
SSS>555555555>55>> -

S>>>>>>>>>55555>>

>>>>>>>>>>>>>>>>>_Bestregards_

SS>>55555555555>>

>>>>>>>>>>>>>>>>> Sara Drakul

SSSSS>>>>>>>>>>>>

>>>>>>>>>>>>>>>>> _CO-EDITOR_

>>>>>>>>>>>>>>>>> "Economics” Journal_

>>>>>>>>>>>>>>>>> _economics.oikos.institut@gmail.com_
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S>>>>>555555>>

>>>>>>>>>

>>>>>

>>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml
SSS555555555555>>

>S>>>>>>>>>>>>>>>>> +387 55 423 183

SSSS555555555555>>

>S5>>5>5>>>5>>>>>>>>>> +387 63 984 290

SSSSS555553553555>>

>>>>>>>>>>>>>>>>>> Links

O T T —

>>>>>>>>>>>>>>>>>> [1] http:/www.oikosinstitut.org
>>>>>>>>>>>>>>>>>> [2] http://www.oikosinstitut.org/
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Re: Scopus

From Economics Journal <editorial.papers.economics@gmail.com>
To <budiandriani@privietlab.org>
Date 2025-04-1012:56

018 Budiandriani.pdf(~660 KB)

Dear,

We are sending you the technically edited paper. Please review it and let us know if everything is in order. If you notice any irregularities, please specify them, as
corrections will not be possible after the final publication.

sri, 26. ozu 2025. u 21:36 Economics Journal <editorial.papers.economics@gmail.com> napisao je:
Dear,

Your work has been sent for technical editing.

Best regards,

Sara Drakul

CO-EDITOR

"Economics" Journal
economics.otkos.institut@gmail.com

wwuw.otkosinstitut.org

https://economicsrs.com/index.php/eier/index

https://content.sciendo.com/view/journals/eoik/eoik-overview.xml
+387 55423 183

+387 63 984 290

sri, 26. ozu 2025. u 21:33 <budiandriani@privietlab.org> napisao je:
Dear Editor,

We already revised that part
Regards,

On 2025-03-26 02:34, Economics Journal wrote:

> Dear,

>

> We have noticed that you used quotes in the Conclusion section, which
> is not allowed. Please make the necessary corrections in the document
> we provided and send the revised file back to us.

>

> Thank you for your cooperation.

>

> _Best regards,_

>

> Sara Drakul

>

> _CO-EDITOR_

> _"Economics" Journal_

> _economics.oikos.institut@gmail.com_
> _www.oikosinstitut.org [2]_

> https://economicsrs.com/index.php/eier/index

>

> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml

>

>+387 55423 183

>

>+387 63 984 290

>

> uto, 25. 0zu 2025. u 09:10 Economics Journal
> <editorial.papers.economics@gmail.com> napisao je:

>
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>> Thank you very much.

>>

>>pon, 24. ozu 2025. u 20:23 <budiandriani@privietlab.org> napisao
>> je:

>>

>>> Dear Editor,

>>>

>>> We attached the revision

>>>

>>> Regards,

>>>

>>>0n 2025-03-22 15:03, Economics Journal wrote:

>>>> Dear,

>>>>

>>>>You have not completed all the revisions we requested. Please
>>> make

>>>> sure to do the following:

>>>>

>>>> %

>>>>

>>>> All tables must be fully bordered (i.e., use All Borders).

>>>> %

>>>>

>>>> All references must include either a link or a DOL. If you are
>>> unable

>>>> to find a DOI, please provide a link to the publisher's website
>>>> instead.

>>>>

>>>> Once these corrections are made, please send us the updated
>>> version of

>>>> your paper.

>>>>

>>>> sub, 22. 0zu 2025. u 07:16 <budiandriani@privietlab.org>
>>> napisao je:

>>>>

>>>>> Dear Editor,

>>>>>

>>>>> We attached the file after revision following your requested
>>> and the

>>>>>

>>>>> license

>>>>>

>>>>> Regards,

>>>>>

>>>>> 0n 2025-03-20 18:40, Economics Journal wrote:

>>>>>> Dear,

>>>5>>>

>>>>>> We are pleased to inform you that both reviewers have approved
>>>>>y0ur

>>>>>> paper. The manuscript will now proceed to the technical
>>> editing

>>>>> stage.

>>>>>> However, before that, please make the following revisions:
>>>>>>

>>>>>>* Remove all figures from the Introduction, as no graphics,
>>>>> tables,

>>>>>> or analyses are allowed in this section.

>>>>>>* Mark all in-text citations in red font for easy

>>>>> identification.

>>>>>> * Figure/Table/Image titles should be placed above the
>>>>> figure, while

>>>>>> the source should be placed below.

>>>>>>* Tables must be fully enclosed with borders on all sides.
>>>>>>* Add sources below all tables, with titles placed above.
>>>>>>* Ensure that all references include a DOI or a link if

>>>>> available.

>>>>>>* Highlight all DOl numbers and links in red font for

>>>>> clarity.

>>5>5>>>

>>>>>> Once these revisions are completed, please send us the updated
>>>>> paper

>>>>>> 50 that we can proceed with the technical editing process.
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>>>>>>

>>>>>> Additionally, please fill out the attached license form and
>>> return

>>>>> jt

>>>>>> along with the revised manuscript.

>>>5>>>

>>>>>>gri, 19. 0Zzu 2025. u 21:15 <budiandriani@privietlab.org>
>>> napisao

>>>>> je:

>>5>5>>>

>>>>>>> Dear Editor,

>>5>5>5>>>

>>>>>>> Thank you

>S>5>>5>>>

>>>>>>> 0n 2025-03-20 02:47, Economics Journal wrote:
>>>>>>>> Dear,

>S>>5>5>>5>>

>>>>>>>> We have forwarded your paper to the reviewers and are
>>> gwaiting

>>>>>>> their

>>>>>>>> feedback. Your work will be published in the next issue,
>>>13(2),

>>>>>>> which

>>>>>>>> is scheduled for final publication on June 1st.
>S>>5>5>5>>

>>>>>>>> sri, 19. 0zu 2025. u 20:43 <budiandriani@privietlab.org>
>>>>> napisao

>>>>>>> je:

SS>>5>>>>

>>>>>>>>> Dear Editor,

SS>5>>5>5>>

>>>>>>>>> \We attach the answer for reviewers comments, and the final
>>>>>>> yersion

>>>>>>>>> after

>>>>>>>>>revision and proofread

SS>>5>5>5>5>>

>>>>>>>>> what month this paper will published?

SS>S>5>5>55>>

>>>>>>>>> Regards,

SS>S5>5>5>5>>

>>>>>>>>>0n 2025-03-19 17:20, Economics Journal wrote:
>>>>>>>>>> Dear,

SS55>5>>>>>

>>>>>>>>>> Thank you.

SS>S5>53>>>>

>>>>>>>>>> sri, 19. ozu 2025. u 11:13 <budiandriani@privietlab.org>
>>>>>>> napisao

>>>>>>>>> je:

SS55>55>5>>>

>>>>>>>>>>> Dear Editor

SSS5>555>3>5>>

>>>>>>>>>>> Thank you very much will be sent you the latest tomorrow
SSS5555>5>5>>

>>>>>>>>>>> | attach the my co author CV if there is opportunity to
>>>>> become

>>>>>>>>>>> editorial

>>>>>>>>>>> member for you esteemed journal, he part of 2% scientist
SS5555>5>5>5>>

>>>>>>>>>>> Regards,

SS5555>5>5>5>>

>>>>>>>>>>> 0n 2025-03-19 16:53, Economics Journal wrote:
>>>>>>>>>>>> Dear,

SS55555>55>5>>

>>>>>>>>>>>> \We would like to inform you that the payment has been
>>>>>>>>> successfully

>>>>>>>>>>>> processed. We are proceeding with the next steps. Please
>>>>>>> revise

>>>>>>>>>>> the

>>>>>>>>>>>> paper according to the reviewers' comments.
SS55>55>5>5>5>>

>>>>>>>>>>>> sri, 19. 0zu 2025. u 10:09 Economics Journal
>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:
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SSS55555555>

SSSS555555>>> Dean

SOS553>3>35>5>5>>

>>>>>>>>>>>>> We will notify you once we receive the bank statement.
>>>This

>>>>>>>>> Will

>>>>>>>>>>>>> happen today.
SSS5555555>5>>

>>>>>>>>>>>>> gri, 19, 0zu 2025. u 05:55
>>> <budiandriani@privietlab.org>
>>>>>>>>> napisao

>>>>>>>>>>>>>je:

SSS555555>5>5>>

>>>>>>>>>>>>>> Dear Editor,

SSS55555555>5>5>

>>>>>>>>>>>>>> \We sent you 17 euro more, are you received our

>>> payment?

SOS55555555>5>5>

SSSS5555555>>> Regards,

SSS55555555>5>5>

>>>>>>>>>>>>>> 0n 2025-03-17 18:26, Economics Journal wrote:
>>>>>>>>>>>>>>> Dear,

SSS55555555>55>>

>>>>>>>>>>>>>>> We would like to inform you that we have received 807
>>>>> EUR.

>>>>>>>>>>>>>> However,

>>>>>>>>>>>>>>> there is still a remaining balance of 12 EUR that
>>> needs

>>>>> 10

>>>>>>> he

>>>>>>>>>>>>>>Setﬂed.

SSS55555555>55>>

>>>>>>>>>>>>>>> Please note that we must receive a total of 819 EUR,
>>>and

>>>>>>>yOU

>>>>>>>>>>> gre

>>>>>>>>>>>>>>>responsible for covering any bank fees required by
>>> your

>>>>>>> bank.

SSS55555555>55>>

>>>>>>>>>>>>>>> Kindly arrange for the payment of the remaining
>>>amount at

>>>>>>>>>y0ur

>>>>>>>>>>>>>>> earliest convenience.

SSSS5555555>55>>

>>>>>>>>>>>>>>>pon, 17. 0zu 2025. u 11:05 Economics Journal
>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSSSE35555555>>

SSS555555553555>> Dean

SSSS5355555555>>

>>>>>>>>>>>>>>>> Understood. We will notify you once the funds
>>> arrive.

SSSEE355555555>>

>>>>>>>>>>>>>>>> |f the payment does not reach us within three days,
>>>y0u

>>>>>>> will

>>>>>>>>>>>>>> need to

>>>>>>>>>>>>>>>> {ry an alternative payment method.
SOS55353553>355>>

>>>>>>>>>>>>>>>> pon, 17. ozu 2025. u 11:03

>>>>> <pudiandriani@privietlab.org>

>>>>>>>>>>>>>> Napisao

>>>>>>>>>>>>>>>> je!

SS>>>>>>>>>>>>>>

>>>>>>>>>>>>>>>>> Dear Editor,

S>>>>5>>>>>>>>>>>

>>>>>>>>>>>>>>>>> We try this first, if failed | will try another
>>>method

S>>>>>>>>>>>>>>>>

>>>>>>>>>>>>>>>>> Regards,

S>>>>5>>>>>>>>>>>

>>>>>>>>>>>>>>>>> 0n 2025-03-17 16:50, Economics Journal wrote:
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SSS5553553555>55>>

SSS5555553555555>> Dean

SOSSS333333>33535>5>>

>>>>>>>>>>>>>>>>>> Thank you for the information. We will notify you
>>>once

>>>>>>> the

>>>>>>>>>>>>>>fundS

>>>>>>>>>>>>>>>>>> grrive in our bank account.
SS55553553555555>>

>>>>>>>>>>>>>>>>>> |f there are any issues with the bank transfer,
>>>y0u

>>>>> also

>>>>>>>>>>>have

>>>>>>>>>>>>>>>>>the

>>>>>>>>>>>>>>>>>> option to make the payment via Western Union.
SSS5555553555555>>

>>>>>>>>>>>>>>>>>> pon, 17. ozu 2025. u 10:46

>>>>>>> <budiandriani@privietlab.org>

>>>>>>>>>>>>>>>>> Napisao je:

SSS555555355555>5>>

SSSSS55355555555>5>> DearEdﬁon

SSS5S55353555555>5>>

>>>>>>>>>>>>>>>>>>> |[m sorry for late but since 5 march our finance
>>>>>>>>> department

>>>>>>>>>>>>>> {ry

S>>>>>555>>>>>>>> 10

>>>>>>>>>>>>>>>>>>> send you but failed from bank so i cant semd you
>>> the

>>>>>>>>> proof,

>>>>>>>>>>>>>> and

>>>>>>>>>>>>>>>>>fﬂNﬂ

>>>>>>>>>>>>>>>>>>> 10 march i sick and in patient in hospital,
SSS5>53553553555>5>>

>>>>>>>>>>>>>>>>>>> | sent you today from another platform please
>>> inform

>>>>>me

>>5>55>>5>>> if

>>>>>>>>>>>>>>y0u

>>>>>>>>>>>>>>>>>>> received our payment
SSSSS55555555555>5>>

>>>>>>>>>>>>>>>>>>> After you received the payment | will send you
>>>the

>>>>>>>>> revision

>>>>>>>>>>>>>>>>>f”e

SSSSS55353555555>5>>

>>>>>>>>>>>>>>>>>>> You can track the payment here
SSS5555555555555>>

SSSSS55555355555>>

SS55555555555>>>

SSSSS555555>55>>

SOS553535>35>>>

SS555555>55>5>>

SSS5555>5>5>5>>

SS55>555>5>5>>

SS55>555>5>>

SS55>55>5>>

>S>>5>5>>5>>

>S>5>5>5>>>

>>5>>>>

>>>>>

>>>>

>>>

>>

> https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileApplOS&utm_content=moneyTracker&utm_medium=copy.

SSSS555555555355>>

SSSSS555553555555>5>> RegardS,

SOSSS333333533>35>5>>

>>>>>>>>>>>>>>>>>>> 0n 2025-03-10 16:08, Economics Journal wrote:
>>> Dear,

SSS5353353555555>5>>

>>>>>>>>>>>>>>>>>>> Since you have not responded to our emails for a
>>>>> while,
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S>S>>>55>> We
>>>>>>5>>>>>>>> gre

>>>>>>>>>>>>>>>>>>> giving

>>>>>>>>>>>>>>>>>>> you one more opportunity. Please confirm if and
>>>when

>>>>>>>yOU

>>>>>>>>>>>>>> Will

>>>>>>>>>>>>>>>>>rnake

>>>>>>>>>>>>>>>>>>>tne

>>>>>>>>>>>>>>>>>>> payment. We are making the final preparations for
>>> our

>>>>>>>>>>> [ssue,

SSSSS5555355555>> and yOU

>>>>>>>>>>>>>>>>>>> gre the only author who has not completed the
>>> payment

>>>>>>> and

>>>>>>>>>>>>>>>>> submitted

>>>>>>>>>>>>>>>>>>> the revised paper. If you do not do so and fail

>>> 10

>>>>>>>>> respond

>S>>>>>>>>>>>>> 10

>>>>>>>>>>>>>>>>>tnm

>>>>>>>>>>>>>>>>>>> email, we will consider that you have withdrawn
>>>from

>>>>>>>>>>>>>>>>> publication.

SSSSS55553555555>5>> Many

>>>>>>>>>>>>>>>>>>> guthors are eager to publish their work and do
>>>not

>>>>> have

>>>>>>>>> the

>>>>>>>>>>>>>>>>>>> opportunity, so we kindly ask for a response from
>>>y0u

>>>>>>>>>>> Within

SSSS>S55555555> )

>>>>>>>>>>>>>>>>>dayS,

SSSS553553555555>5>>

>>>>>>>>>>>>>>>>>>> pon, 3. 0zu 2025. u 10:32 Economics Journal
>>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao

>>> je:

SSSSS55555555555>5>>

>>>>>>>>>>>>>>>>>>> Dear,

SSSSEE55553355555>>

>>>>>>>>>>>>>>>>>>> Considering that you stated four days ago that
>>> the

>>>>>>>>> payment

>>>>>>>>>>>>>>>>> would be

>>>>>>>>>>>>>>>>>>> made, we kindly ask you to confirm whether the
>>>>> payment

>>>>>>>>> has

SSSEE3555555>> been

>>>>>>>>>>>>>>>>>>> processed and to provide us with proof of

>>> payment.

SSSSEE55555555555>>

>>>>>>>>>>>>>>>>>>> pet, 28. velj 2025. u 08:38 Economics Journal
>>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao

>>> je;

SSSS5555553335555>>

SSSSEE55555355555>> Dear,

SSSSS555555555555>>

>>>>>>>>>>>>>>>>>>> Thank you for the information provided. Kindly
>>> send

>>>>> US

>>>>>>>>>>> proof

>S>>55>55>>>>>>> of

>>>>>>>>>>>>>>>>>>> payment once the transaction has been completed.
>>>>> Please

>>>>>>>>>>> note

>>>>>>>>>>>>>>>>> that

>>>>>>>>>>>>>>>>>>> the process is currently on hold until the

>>> payment is

SSSS53555555>> received,

SSSEEE55555555555>>
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>>>>>>>>>>>>>>>>>>> \We appreciate your cooperation.
SSSSEE555553555555>

>>>>>>>>>>>>>>>>>>> Cet, 27. velj 2025. u 18:12
>>>>>>>>> <pudiandriani@privietlab.org>

SESSEE555555555>> napisao

SSSSSSSSSSSSSSSSS>> je:

>>>>>>>>>>>>>>>>>>> DEar Editor,

SSSSS555555555555>>

>>>>>>>>>>>>>>>>>>> the payment will be made tomorrow, and the
>>> revision

>>>>> in

>>>>>>>>> this

>>>>>>>>>>>>>>>>> weekend,

SS53>335355>355>>55>>> We

>>>>>>>>>>>>>>>>>>> ot some delay in revision so sorry for perfect
>>>>>>> revision

>S>>>55>>> We

SSSS55555355555>5> made

SOSS5333333533>55>5>>

SSS5553553553555>5>> Regards,

SSSSS55355555555>5>>

>>>>>>>>>>>>>>>>>>> 0n 2025-02-26 15:03, Economics Journal wrote:
>>> Dear,

SSSSS555555555555>>

>>>>>>>>>>>>>>>>>>> When can we expect to receive the corrected
>>> paper?

>>>>> \When

>>>>>>>>>>> Will

>>>>>>>>>>>>>>>>> the

>>>>>>>>>>>>>>>>>>> payment be made?

SSSS555555555555>5>>

>>>>>>>>>>>>>>>>>>> [t is very important that we work efficiently.
SSS5>53553553555>5>>

>>>>>>>>>>>>>>>>>>> uto, 18. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao

>>> je:

SSSSEE55555555555>>

>>>>>>>>>>>>>>>>>>> Dear,

SSSSS5555555535555>>

>>>>>>>>>>>>>>>>>>> We are issuing you a letter of acceptance so that
>>> yOU

>>>>>>> can

SOS55333333>355>5>5> proceed

>>>>>>>>>>>>>>>>>>> With the payment. Please continue with revising
>>> the

>>>>>>> work

>>>>>>>>>>> and

SSS5S555553555555>> making

SSSS555555555555>>

>>>>>>>>>>>>>>>>>> the payment. The payment needs to be completed as
>>> 500N

>>>>>>> gSs

>>>>>>>>>>>>>>>>> possible

SS55555555555>55>>

>>>>>>>>>>>>>>>>>> 50 that we can proceed with the next steps.
SSSS555553555555>>

>>>>>>>>>>>>>>>>>> uto, 18. velj 2025. u 08:12

>>>>>>> <budiandriani@privietlab.org>

SSS553>33333>3>>5>>> napisao

SSS55353533335>5>5>> je:

SSSS5333333>33>3>5>>>

>>>>>>>>>>>>>>>>>> Dear Editor,

SSS53333333>335>3>5>>

>>>>>>>>>>>>>>>>>> We will submit the revision this weekend and make
>>>

>>>>>>>>> payment

SSS555>5>5>3>5>5>>> neXt

SSS5>5353533335>5>5>> Week,

>>>>>>>>>>>>>>>>>> hecause we need some process to make transfer in
>>> euro

SSS53333333335>3>5>>

>>>>>>>>>>>>>>>>>> |§ it possible after the revision, the journal
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>>>send us

>>>>>>> the

>>>>>>>>>>>>>>>>>>acceptance

>>>>>>>>>>>>>>>>>> hefore the payment?

SOSS55355355555>5>>

SSSS>>555>>>>555>> Regards,

SSS5555555555555>>

>>>>>>>>>>>>>>>>>> 0n 2025-02-17 16:14, Economics Journal wrote:
>>> Dear,

SSSS555553555555>>

>>>>>>>>>>>>>>>>>> Please ensure to respond to our emails

>>> efficiently.

>>>>> This

>>>>>>>>> S

>>>>>>>>>>>>>>>>>Cruda|

>>>>>>>>>>>>>>>>>> for a successful collaboration.
SS55553553555555>>

>>>>>>>>>>>>>>>>>> Could you kindly inform us when we can expect the
>>>>>>>>> corrected

SSS555355555555>> Work

SSSSS55555355555>>

>>>>>>>>>>>>>>>>>> and payment? The process will be suspended until
>>>the

>>>>>>>>> payment

S>>>>>>>>>>>>> S

>>>>>>>>>>>>>>>>>>rnade.

>>>>>>>>>>>>>>>>>> gri, 12. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SSSSEE5555555555>>

>>>>>>>>>>>>>>>>>> Dear,

SSS5555553555555>>

>>>>>>>>>>>>>>>>>> We are sending you the second review. You may now
>>>>> revise

>>>>>>>>>>>y0ur

>>>>>>>>>>>>>>>>> paper

SSS5555555555>55>>

>>>>>>>>>>>>>>>>>>> gccording to the provided feedback.
SSS5353555555555>5>>

>>>>>>>>>>>>>>>>>>> Additionally, as stated at the beginning, payment
>>> s

>>>>>>>>>>>>>> required

>>>>>>>>>>>>>>>>>aﬁer

SOS55333333>355>5>5>

>>>>>>>>>>>>>>>>>>> receiving the reviews. The payment should be made
>>> via

>>>>>>>>> SWIFT

>>>>>>>>>>>>>>>>>bank

SSSSS55555355555>>

>>>>>>>>>>>>>>>>>>> transfer, and the total amount is 700 EUR + VAT
>>>>> (17%),

>>>>>>>>>>>>>>>>> equaling

SSS555355355555>>

>>>>>>>>>>>>>>>>>> 819 EUR. Payment instructions are attached.
SS553333535555555>>

>>>>>>>>>>>>>>>>>> Please confirm receipt of this email and inform us
>>>>> about

>>>>>>>>> the

>S>>>>>>>>>>>>>>>> next

SOS55333333>3355>>

>>>>>>>>>>>>>>>>>>>Steps

SSSSS55355555555>5>>

>>>>>>>>>>>>>>>>>>> gri, 12. velj 2025. u 05:39

>>>>>>> <budiandriani@privietlab.org>

SSS5533555555555> napisao

SSS553535>35>3>55>>5>

>>>>>>>>>>>>>>>>>>je:

SSSS535>333353>3>5>>>>

>>>>>>>>>>>>>>>>>> Dear Editor,

SSSS5333333>33>3>5>3>>

>>>>>>>>>>>>>>>>>> We need to revise now or wait for second review?
SSS53333333335>3>5>>

>>>>>>>>>>>>>>>>>> Regards
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SSS55353535>555>5>5>>

>>>>>>>>>>>>>>>>>> 0n 2025-02-10 21:08, Economics Journal wrote:
>>> Dear,

SSS55353533>535>55>>

>>>>>>>>>>>>>>>>>> We are sending you the first review of your paper.
>>> We

>>>>>>> hope

>>>>>>>>>>>>>>>>> that

SSS55353535>3>55>5>>

>>>>>>>>>>>>>>>>>> the second review will be completed soon.
SSS553533335>3>5>>>>

>>>>>>>>>>>>>>>>>> sub, 8. velj 2025. u 18:52

>>>>> <pudiandriani@privietlab.org>

SS55555555555>55>> napisao

SSSS55555555555>5>

SSS5555553555555>> je:

>>>>>>>>>>>>>>>>>> Dear Editor,

SSS5553553555555>>

>>>>>>>>>>>>>>>>>> Ok we will wait

SSS555555355555>5>>

SOSSS553555555555>> RegardS,

SS55553355555555>>

>>>>>>>>>>>>>>>>>> 0n 2025-02-08 20:08, Economics Journal wrote:
>>> Dear,

SS55553553555555>>

>>>>>>>>>>>>>>>>>> Your paper has been sent for the review process.
>>> We

>>>>> need

S>>>>55>>>>>>>>>> 10

SS55555555555>55>>

>>>>>>>>>>>>>>>>>> be patient while the esteemed reviewers complete
>>> their

>>>>>>>>>>>>>>>>> evaluations.

SSS5553553555555>>

>>>>>>>>>>>>>>>>>> sub, 8. velj 2025. u 11:32

>>>>> <budiandriani@privietlab.org>

SSSSEE555555555>> napisao

SSS555535>55>5>55>5>5>

SSS533333>33>335>3>5>> je:

>>>>>>>>>>>>>>>>>> Dear Editor,

SSS553535>35535>5>5>>

>>>>>>>>>>>>>>>>>> |[m sorry for wrong attachment in email before |
>>> attach

>>>>>>> th

SS>3>3>33>3>>3>>>>>> New

SSS555535>55>5>55>5>5>

>>>>>>>>>>>>>>>>>> flle already meets requirement with your template
SSSS5333333>33>53>3>5>>

>>>>>>>>>>>>>>>>>> We agree for pay that apc after acceptance
SSS53333333>3353>3>>>

SSSS>S5555>>>5>5>> Regards,

SSS53353533>535>55>>

>>>>>>>>>>>>>>>>>> 0n 2025-02-08 15:18, Economics Journal wrote: We
>>> have

SSS5335>35>3>3>>> received

SOSS5333333>3353>5>> yOUI’

>>>>>>>>>>>>>>>>>> esteemed paper and appreciate your
SSSS3333333>33>53>5>> ChOice

SSS553>33333>3>>5>>>

>>>>>>>>>>>>>>>>>> of our journal. The topic: _How Vertical and
>>>>> Horizontal

S>>S>>>>>> Pay

SSS53333333>335>5>> GapS

SOSS5333333>3353>5>>

>>>>>>>>>>>>>>>>>> in Research and Development Affect Corporate
>>>>> |[nnovation

>>>>>>> in

>>>>>>>>>>>>>>>>> Indonesian

SSSS5333333>3353>5>>

>>>>>>>>>>>>>>>>>> Public Firms___ is interesting, as is the

>>> research

>>>>>>>>> jtself,
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>>>>>>>>>>>>>>>>>and

SSSS55555355555>>

>>>>>>>>>>>>>>>>>> it certainly deserves the attention of our

>>> journal.

SOSS55355355555>5>>

>>>>>>>>>>>>>>>>>> The editorial board kindly requests that you
>>> format

>>>>>yOUr

>>>>>>>>>>>>>>>>> paper

SSSS55555555555>5>

>>>>>>>>>>>>>>>>>> in accordance with our guidelines, as this is the
>>>>>>> minimum

>>>>>>>>>>>>>>>>>requ”en1ent

SSS553535>55>5>55>>5>

>>>>>>>>>>>>>>>>>> for continuing our collaboration. The abstract
>>> must be

>>>>>>>>>>>>>>>>> gignificantly

SSSS55555355555>5>

>>>>>>>>>>>>>>>>>> improved to meet international standards, as
>>> follows:

SOSSS553555555555>>

>>>>>>>>>>>>>>>>>> The abstract (200-250 words) needs to clearly
>>> present

>>>>>>>>>>>>>>>>>the

SSS5553553555>55>>

>>>>>>>>>>>>>>>>>> main idea of the paper and research results. It
>>> must

>>>>>>>>> include

SSSS5333333>3353>5>> SUfﬁCient

SSS553535>55>555>5>5>

>>>>>>>>>>>>>>>>>> information for readers to assess the nature and
>>>>>>>>>>>>>>>>> significance of

SSS5553553555>55>>

>>>>>>>>>>>>>>>>>> the topic. The abstract should summarize the
>>>>> objectives

>>>>>>> of

>>>>>>>>>>>>>>>>> the

SSS555535>55>5>55>5>5>

>>>>>>>>>>>>>>>>>> paper, methodology, results, and conclusions. To
>>>>> enhance

>>>>>>>>> the

>>>>>>>>>>>>>>>>> visibility

SSS533>33333>3>>>>>

>>>>>>>>>>>>>>>>>> of the article, the abstract should reiterate

>>> keywords

>>>>>>> and

>>>>>>>>>>>>>>>>> phrases

SOSS53333333353>5>>

>>>>>>>>>>>>>>>>>> While avoiding unnecessary repetition.
SSSS553555555555>>

>>>>>>>>>>>>>>>>>> The references must be arranged in alphabetical
>>> order

>>>>> by

>>>>>>>>>>>>>>>>>the

SSS555555555555>5>

>>>>>>>>>>>>>>>>>> guthors' last names and chronologically for works
>>> by

>>>>> the

>>>>>>>>>>> Sgme

>>>>>>>>>>>>>>>>>auth0ﬂ

SSSS5333333>535>5>>

>>>>>>>>>>>>>>>>>> Citations should be formatted according to the
>>>>>>> prescribed

>>>>>>>>>>>>>>>>> standards

SSS5553553555>55>>

>>>>>>>>>>>>>>>>>> for books, journals, and other sources.
SSSS535>333353>3>5>>>>

>>>>>>>>>>>>>>>>>> |f you accept these conditions, please inform us.
>>>>> After

>>>>>>>>>>>>>>>>> positive

SSS555555555555>5>

>>>>>>>>>>>>>>>>>> reviews, an APC of 700 EUR must be paid.
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>>>>>>>>>>>>>>>>>> |f you agree with the stated terms, please notify
>>> USs

>>>>> S0

SS>3>33333>3>3>>>>>> We

SSS55353535>555>>5>

>>>>>>>>>>>>>>>>>> can proceed with the publication process. For any
>>>>>>> further

>>>>>>>>>>>>>>>>>> qquestions,

SSS3>33>33>3>>3>>>>>> We

SSS55333333>3>5>5>>>

>>>>>>>>>>>>>>>>>> remain at your disposal.
SSSS5333333333>3>>>

SSS5555355355>555>55>> -

SSS533333>33>335>3>5>>

>>>>>>>>>>>>>>>>>>_Bestregardsh

SSS555535>35>535>55>>

>>>>>>>>>>>>>>>>>> Sara Drakul
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>>>>>>>>>>>>>>>>>> _economics.oikos.institut@gmail.com_
>>>>>>>>>>>>>>>>>> _www.oikosinstitut.org [1] [1] [1] [1] [1] [1] [1]
>>>[1][1

>>>>> [2]]

>>>>>>> [1 [2]]

>>>>>>>>> 1
>>>>>>>>>>> [2]] [1
>>>>>>>>>>>>>> [2]]
>>>>>>>>>>>>>>>>> [1 [2]]
>>>>>>>>>>>>>>>>>> [1 [2]|L

>>>>>>>>>>>>>>>>>> https://economicsrs.com/index.php/eier/index

SSSS5555555555>>>
SSSSS5555555555>>

SS>>55555555>>

>S>>>5>>>>>

>>>>>

>>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml
SSSS5555555555>>>

>>>>>>>>>>>>>>>>>> +387 55 423 183

SSSSS5555555555>>>

>>>>>>>>>>>>>>>>>> +387 63 984 290

SSS5555555555555>5>

>>>>>>>>>>>>>>>>>>|JnkS
SSSSE333355555555> -

>>>>>>>>>>>>>>>>>> [1] http://www.oikosinstitut.org/

SSSS5555555555>>>
SSSS55555555>55>> -

SSSS5555555555>>>

>>>>>>>>>>>>>>>>> _Best regards,_

SSSS5555555555>>>

>>>>>>>>>>>>>>>>> Sara Drakul
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>>>>>>>>>>>>>>>>> _CO-EDITOR_
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>>>>>>>>>>>>>>>>> hitps://economicsrs.com/index.php/eier/index

SSSSE3555555555>>
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Re: Scopus

From <budiandriani@privietlab.org>
To Economics Journal <editorial.papers.economics@gmail.com>
Date 2025-04-11 13:11

Dear Editor,

You can go ahead and publish this version. I've already double-checked everything and everything is good to go. Just let me know when the link

is ready.

Regards,



On 2025-04-10 12:56, Economics Journal wrote:



Dear,

We are sending you the technically edited paper. Please review it and
let us know if everything is in order. If you notice any
irregularities, please specify them, as corrections will not be
possible after the final publication.

sri, 26. ozu 2025. u 21:36 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:

Dear,

Your work has been sent for technical editing.
_Best regards, _

Sara Drakul

_CO-EDITOR_

_"Economics" Journal_
economics.oikos.institut@gmail.com

_www.oikosinstitut.org [2]_
https://economicsrs.com/index.php/eier/index

https://content.sciendo.com/view/journals/eoik/eoik-overview.xml

+387 55 423 183

+387 63 984 290

sri, 26. ozu 2025. u 21:33 <budiandriani@privietlab.org> napisao

je:

Dear Editor,

We already revised that part

Regards,

On 2025-03-26 02:34, Economics Journal wrote:

Dear,

We have noticed that you used quotes in the Conclusion section,

which

is not allowed. Please make the necessary corrections in the

document

we provided and send the revised file back to us.
Thank you for your cooperation.

_Best regards, _

Sara Drakul

_CO-EDITOR_

_"Economics" Journal_
economics.oikos.institut@gmail.com

_www.oikosinstitut.org [1] [2]_
https://economicsrs.com/index.php/eier/index

https://content.sciendo.com/view/journals/eoik/eoik-overview.xml

+387 55 423 183

+387 63 984 290

uto, 25. ozu 2025. u ©09:10 Economics Journal

<editorial.papers.economics@gmail.com> napisao je:

Thank you very much.

pon, 24. ozu 2025. u 20:23 <budiandriani@privietlab.org>

napisao

je:
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Dear Editor,

We attached the revision

Regards,

On 2025-03-22 15:03, Economics Journal wrote:

Dear,

You have not completed all the revisions we requested. Please

make

sure to do the following:

All tables must be fully bordered (i.e., use All Borders).
%

All references must include either a link or a DOI. If you

are

unable

to find a DOI, please provide a link to the publisher's

website

instead.

Once these corrections are made, please send us the updated

version of

your paper.

sub, 22. oZu 2025. u 07:16 <budiandriani@privietlab.org>

napisao je:

Dear Editor,

We attached the file after revision following your requested

and the

license

Regards,

On 2025-03-20 18:40, Economics Journal wrote:

Dear,

We are pleased to inform you that both reviewers have

approved

your

paper. The manuscript will now proceed to the technical

editing
stage.

However, before that, please make the following revisions:

* Remove all figures from the Introduction, as no graphics,

tables,

or analyses are allowed in this section.

* Mark all in-text citations in red font for easy

identification.

* Figure/Table/Image titles should be placed above the

figure, while

the source should be placed below.
* Tables must be fully enclosed with borders on all sides.

* AdA caninrac halauw 211 +ahlac with +i+1Tac nTarad ashnua
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* Ensure that all references include a DOI or a link if

available.

I* Highlight all DOI numbers and links in red font for

clarity.

Once these revisions are completed, please send us the

updated

paper

so that we can proceed with the technical editing process.

Additionally, please fill out the attached license form and

return
it

along with the revised manuscript.

sri, 19. ozZu 2025. u 21:15 <budiandriani@privietlab.org>

napisao

je:

Dear Editor,

Thank you

On 2025-03-20 02:47, Economics Journal wrote:

Dear,

We have forwarded your paper to the reviewers and are

awaiting

their

feedback. Your work will be published in the next issue,

13(2),

which

is scheduled for final publication on June 1st.

sri, 19. ozZu 2025. u 20:43 <budiandriani@privietlab.org>

napisao

je:

Dear Editor,

We attach the answer for reviewers comments, and the

final

version

after
revision and proofread

what month this paper will published?

Regards,

On 2025-03-19 17:20, Economics Journal wrote:

Dear,

Thank you.
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““‘ || sri, 19. ozu 2025. u 11:13 ||||““|
<budiandriani@privietlab.org>
napisao
je:

Dear Editor

Thank you very much will be sent you the latest
tomorrow

I attach the my co author CV if there is opportunity
to

become

editorial

member for you esteemed journal, he part of 2%
scientist

Regards,

On 2025-03-19 16:53, Economics Journal wrote:

Dear,

We would like to inform you that the payment has been

successfully

processed. We are proceeding with the next steps.

Please
revise

the

paper according to the reviewers' comments.

sri, 19. ozu 2025. u 10:09 Economics Journal
<editorial.papers.economics@gmail.com> napisao je:

Dear,

We will notify you once we receive the bank

statement.
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mailto:editorial.papers.economics@gmail.com

This

will

happen today.

sri, 19. ozu 2025. u ©5:55

<bud

iandriani@privietlab.org>

napisao

je:

Dear Editor,

We sent you 17 euro more, are you received our

payment?
Regards,
On 2025-03-17 18:26, Economics Journal wrote:
Dear,
We would like to inform you that we have received
807
EUR.
However,
there is still a remaining balance of 12 EUR that
needs
to
be
settled.
Please note that we must receive a total of 819
EUR,
and
you
are
responsible for covering any bank fees required by



mailto:budiandriani@privietlab.org

your

arrive.

days,
you

will

bank.

amount at

your

Kindly arrange for the payment of the remaining

earliest convenience.

pon, 17. ozu 2025. u 11:05 Economics Journal

Dear,

Understood. We will notify you once the funds

If the payment does not reach us within three

need to

try an alternative payment method.

pon, 17. ozu 2025. u 11:03

<budiandriani@privietlab.org>

method

napisao

je:

Dear Editor,

We try this first, if failed I will try another

||||| Regards,

<editorial.papers.economics@gmail.com> napisao je:
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you

fin

you
I

On 2025-03-17 16:50, Economics Journal wrote:

Dear,

Thank you for the information. We will notify

once
the
funds
arrive in our bank account.
If there are any issues with the bank transfer,
you
also
have
the
option to make the payment via Western Union.
pon, 17. ozu 2025. u 10:46
<budiandriani@privietlab.org>
napisao je:
Dear Editor,
Im sorry for late but since 5 march our
ance

department

try

to

Isend you but failed from bank so i cant semd



mailto:budiandriani@privietlab.org

the
proof,
and
from
10 march i sick and in patient in hospital,
I sent you today from another platform please
inform
me
if
you
received our payment
After you received the payment I will send you
the
revision
file
You can track the payment here ‘

https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileAppIlOS&utm_content=moneyTracker&utm_medium=copy

Regards,

On 2025-03-10 16:08, Economics Journal wrote:

Dear,

Since you have not responded to our emails for “‘|



https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileAppIOS&utm_content=moneyTracker&utm_medium=copy

while,
we
are
giving
you one more opportunity. Please confirm if
and
when
you
will
make
the
payment. We are making the final preparations
for
our
issue,
and you
are the only author who has not completed the
payment
and
submitted
the revised paper. If you do not do so and
fail
to
respond
to
this
email, we will consider that you have




withdrawn

from

not

have

the

from

you

within

2

je:

the

payment

publication.

Many
authors are eager to publish their work and do

Iopportunity, so we kindly ask for a response

days.

pon, 3. ozu 2025. u 10:32 Economics Journal
<editorial.papers.economics@gmail.com> napisao

Dear,

Considering that you stated four days ago that

would be

Imade, we kindly ask you to confirm whether the



mailto:editorial.papers.economics@gmail.com

|1 ]
payment
has
been
processed and to provide us with proof of
payment.
pet, 28. velj 2025. u 08:38 Economics Journal
<editorial.papers.economics@gmail.com> napisao
je
Dear,
Thank you for the information provided. Kindly
send
us
proof
of
payment once the transaction has been
completed.
Please
note
that
the process is currently on hold until the
payment is
| |||||| received. |||||||||‘
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b

A

We appreciate your cooperation.

¢et, 27. velj 2025. u 18:12

udiandriani@privietlab.org>

napisao
je:
DEar Editor,

the payment will be made tomorrow, and the

revision
in
this
weekend,
we
got some delay in revision so sorry for
perfect
revision
we
made
Regards,
On 2025-02-26 15:03, Economics Journal wrote:
Dear,
When can we expect to receive the corrected
paper?
When
will
|||the
[ IS



mailto:budiandriani@privietlab.org

je:

that

you

can

revising
the

work

as

soon

as

and

payment be made?

It is very important that we work efficiently.

uto, 18. velj 2025. u ©8:56 Economics Journal
<editorial.papers.economics@gmail.com> napisao

Dear,

We are issuing you a letter of acceptance so

proceed

Iwith the payment. Please continue with

making

the payment. The payment needs to be completed

possible

so that we can proceed with the next steps.

uto, 18. velj 2025. u 08:12



mailto:editorial.papers.economics@gmail.com

<budiandriani@privietlab.org>

napisao

je:

Dear Editor,

We will submit the revision this weekend and

make
a
payment
next
week,
because we need some process to make transfer
in
euro
is it possible after the revision, the journal “‘
send us
the
acceptance
before the payment?
Regards,
On 2025-02-17 16:14, Economics Journal wrote:
Dear,
Please ensure to respond to our emails “‘|
efficiently.
IITh'ic II



mailto:budiandriani@privietlab.org

s

is

the

unt

now

crucial

for a successful collaboration.

Could you kindly inform us when we can expect

corrected
work
and payment? The process will be suspended
il
the
payment
is
made.
sri, 12. velj 2025. u ©8:56 Economics Journal
<editorial.papers.economics@gmail.com> napisao
Dear,
We are sending you the second review. You may
revise
your
paper

according to the provided feedback.

Additionally, as stated at the beginning,



mailto:editorial.papers.economics@gmail.com

|||||||||| ll”HHH
payment
is
required
after
Ireceiving the reviews. The payment should be ||
made
via
SWIFT
bank
Itransfer, and the total amount is 700 EUR + ||
VAT
(17%) ,
equaling
819 EUR. Payment instructions are attached.
Please confirm receipt of this email and inform
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Re: Scopus

From Economics Journal <editorial.papers.economics@gmail.com>
To <budiandriani@privietlab.org>
Date 2025-04-1113:13

Dear,

You will be notified when the paper is published. It will be included in the next issue 13(2), and the publication date is June 1st.

Best regards,

Sara Drakul

CO-EDITOR

"Economics" Journal
economics.oikos.institut@gmail.com

wwuw.otkosinstitut.org

https://economicsrs.com/index.php/eier/index
https://content.sciendo.com/view/journals/eoik/eoik-overview.xml

+387 55 423 183
+387 63 984 290

[

pet, 11. tra 2025. u 08:11 <budiandriani@privietlab.org> napisao je:
Dear Editor,

You can go ahead and publish this version. I've already double-checked
everything and everything is good to go. Just let me know when the link
is ready.

Regards,

On 2025-04-10 12:56, Economics Journal wrote:

> Dear,

>

> We are sending you the technically edited paper. Please review it and
> et us know if everything is in order. If you notice any

> irregularities, please specify them, as corrections will not be

> possible after the final publication.

>

> sri, 26. ozu 2025. u 21:36 Economics Journal

> <editorial.papers.economics@gmail.com> napisao je:

>

>> Dear,

>>

>> Your work has been sent for technical editing.
>>

>> _Best regards,_

>>

>> Sara Drakul

>>

>>_CO-EDITOR_

>>_"Economics" Journal_

>> _economics.oikos.institut@gmail.com_
>> _www.oikosinstitut.org [2]_

>> https://economicsrs.com/index.php/eier/index

>>

>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml

>>

>>+387 55423 183

>>

>>+387 63 984 290

>>

>> sri, 26. ozu 2025. u 21:33 <budiandriani@privietlab.org> napisao
>> je:

>>
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>>> Dear Editor,

>>>

>>> We already revised that part

>>>

>>> Regards,

>>>

>>> 0n 2025-03-26 02:34, Economics Journal wrote:
>>>> Dear,

>>>>

>>>> We have noticed that you used quotes in the Conclusion section,
>>> which

>>>> js not allowed. Please make the necessary corrections in the
>>> document

>>>> we provided and send the revised file back to us.
>>>>

>>>> Thank you for your cooperation.

>>>>

>>>> _Best regards,_

>>>>

>>>> Sara Drakul

>>>>

>>>>_CO-EDITOR_

>>>> _"Economics" Journal_
>>>>_economics.oikos.institut@gmail.com_

>>>> _www.oikosinstitut.org [1] [2]_

>>>> https://economicsrs.com/index.php/eier/index

>>>>

>>>> https://content.sciendo.com/view/journals/eoik/eoik-overview.xml

>>>>

>>>>+387 55 423 183

>>>>

>>>>+387 63 984 290

>>>>

>>>> uto, 25. 0Zzu 2025. u 09:10 Economics Journal
>>>> <editorial.papers.economics@gmail.com> napisao je:

>>>>

>>>>> Thank you very much.

>>>>>

>>>>>pon, 24. ozu 2025. u 20:23 <budiandriani@privietlab.org>
>>> napisao

>>>>> je:

>>>>>

>>>>>> Dear Editor,

>>>>>>

>>>>>> We attached the revision

>S>>>>>

>>>>>> Regards,

>>>>>>

>>>>>>(0n 2025-03-22 15:03, Economics Journal wrote:
>>>>>>> Dear,

>S>>>>>>

>>>>>>>You have not completed all the revisions we requested. Please
>>>>>> make

>>>>>>> sure to do the following:

>>5>>>>>

>S>>>>>> %

>>5>>>>>

>>>>>>> All tables must be fully bordered (i.e., use All Borders).
>S>>>>>> %

>>>>>>>

>>>>>>> All references must include either a link or a DOI. If you
>>> are

>>>>>> unable

>>>>>>> 10 find a DOI, please provide a link to the publisher's
>>> website

>>>>>>> instead.

>S>>>>>>

>>>>>>> 0nce these corrections are made, please send us the updated
>>>>>> yersion of

>>>>>>> your paper.

>>5>>>>>

>>>>>>> sub, 22. ozu 2025. u 07:16 <budiandriani@privietlab.org>
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>>>>>> napisao je:

>S>>5>>>>

>>>>>>>> Dear Editor,

>S5>5>>>5>>

>>>>>>>> We attached the file after revision following your requested
>>>>>> and the

S5>5>5>>5>>

>>>>>>>> |icense

>>>5>>>5>>

>>>>>>>> Regards,

SS>>>5>>>

>>>>>>>> 0n 2025-03-20 18:40, Economics Journal wrote:
>>>>>>>>> Dear,

SS>>5>5>5>>

>>>>>>>>> We are pleased to inform you that both reviewers have
>>> approved

>>>>>>>>y0ur

>>>>>>>>> paper. The manuscript will now proceed to the technical
>>>>>> editing

>>>>>>>> gtage.

>>>>>>>>> However, before that, please make the following revisions:
SS>>5>5>5>>

>>>>>>>>>* Remove all figures from the Introduction, as no graphics,
>>>>>>>> tables,

>>>>>>>>> or analyses are allowed in this section.

>>>>>>>>>* Mark all in-text citations in red font for easy

>>>>>>>> jdentification.

>>>>>>>>>* Figure/Table/Image titles should be placed above the
>>>>>>>> figure, while

>>>>>>>>> the source should be placed below.

>>>>>>>>> * Tables must be fully enclosed with borders on all sides.
>>>>>>>>>* Add sources below all tables, with titles placed above.
>>>>>>>>>* Ensure that all references include a DOI or a link if
>>>>>>>> gvailable.

>>>>>>>>> * Highlight all DOl numbers and links in red font for
>>>>>>>> clarity.

SS55>5>5>5>>

>>>>>>>>> 0nce these revisions are completed, please send us the
>>> updated

>>>>>>>>paper

>>>>>>>>> 50 that we can proceed with the technical editing process.
SS55>55>5>>

>>>>>>>>> Additionally, please fill out the attached license form and
>>>>>> return

>>>>>>>> jt

>>>>>>>>> aglong with the revised manuscript.

SS>>>5>5>5>>

>>>>>>>>> gri, 19. 0zu 2025. u 21:15 <budiandriani@privietlab.org>
>>>>>> napisao

>>>>>>>> je!

SS>5>5>3>5>>

>>>>>>>>>> Dear Editor,

SSS5>55>5>>>

>>>>>>>>>> Thank you

SS55>55>5>>>

>>>>>>>>>> 0n 2025-03-20 02:47, Economics Journal wrote:
>>>>>>>>>>> Dear,

SSS5>5>5>5>5>5>>

>>>>>>>>>>> We have forwarded your paper to the reviewers and are
>>>>>> awaiting

>>>>>>>>>> their

>>>>>>>>>>> feedback. Your work will be published in the next issue,
>>>>>>13(2),

>>>>>>>>>> Which

>>>>>>>>>>> is scheduled for final publication on June 1st.
SSS5>555>5>5>>

>>>>>>>>>>> gri, 19. 0zu 2025. u 20:43 <budiandriani@privietlab.org>
>>>>>>>> napisao

>>>>>>>>>> je!

SSS55555>5>>

>>>>>>>>>>>> Dear Editor,

SSS5>55555>5>>
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>>>>>>>>>>>> \We attach the answer for reviewers comments, and the
>>> final

>>>>>>>>>> version

>>>>>>>>>>>> gfter

>>>>>>>>>>>> revision and proofread

SSS55>55>5>5>5>>

>>>>>>>>>>>> what month this paper will published?
SSS533>3>5>5>5>>

>>>>>>>>>>>> Regards,

SSS3>3>3>3>5>53>>>

>>>>>>>>>>>> 0n 2025-03-19 17:20, Economics Journal wrote:
SSS>5>55>3>5>5>>> Dean

SSS3533>33>>3>>

>>>>>>>>>>>>> Thank you.

SSS>5>35>3>5>>>>

>>>>>>>>>>>>> gri, 19. ozu 2025. u 11:13

>>> <pudiandriani@privietlab.org>

>>>>>>>>>> Napisao

>>>>>>>>>>>>je:

SSS5>555>555>5>>

>>>>>>>>>>>>>> Dear Editor

SS55>555>555>5>5>>

>>>>>>>>>>>>>> Thank you very much will be sent you the latest
>>>tomorrow

SS55>555>555>5>5>>

>>>>>>>>>>>>>> | attach the my co author CV if there is opportunity
>>> 10

>>>>>>>> become

>>>>>>>>>>>>>>edn0ﬂa|

>>>>>>>>>>>>>> member for you esteemed journal, he part of 2%
>>> scientist

SSSSS55555555>>

>>>>>>>>>>>>>> Regards,

SESS5555555>5>>

>>>>>>>>>>>>>> 0n 2025-03-19 16:53, Economics Journal wrote:
SSS5>5555555>5>5>> Dean

SSSSS5555555>5>>

>>>>>>>>>>>>>>> We would like to inform you that the payment has been
>>>>>>>>>>>> successfully

>>>>>>>>>>>>>>> processed. We are proceeding with the next steps.
>>> Please

>>>>>>>>>>rewse

>>>>>>>>>>>>>>the

>>>>>>>>>>>>>>> paper according to the reviewers' comments.
SSSSS55555555>5>>

>>>>>>>>>>>>>>> gri, 19. 0zu 2025. u 10:09 Economics Journal
>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SESEEE55555555>>

SSS5555533555>5>> Dean

SSSSS555555555>>

>>>>>>>>>>>>>>>> We will notify you once we receive the bank
>>> statement.

>>>>>> This

>>>>>>>>>>>> Will

>>>>>>>>>>>>>>>> happen today.

SSSS553535555>5>5>

>>>>>>>>>>>>>>>> sri, 19. ozu 2025. u 05:55

>>>>>> <pudiandriani@privietlab.org>

>>>>>>>>>>>> napisao

>>>>>>>>>>>>>>>>je:

SSS333333>33>33>>>

>>>>>>>>>>>>>>>>> Dear Editor,

SSSS5333533>3>3>5>>>

>>>>>>>>>>>>>>>>> We sent you 17 euro more, are you received our
>>>>>> payment?

SSSS33333>33>3>3>3>>>

SSSSSSS555>>>>>>> Regards.

SSS553335335>55>>>

>>>>>>>>>>>>>>>>> 0n 2025-03-17 18:26, Economics Journal wrote:
>>>>>>>>>>>>>>>>>> Dear,

SSS35333333>5>35>5>5>>

>>>>>>>>>>>>>>>>>> We would like to inform you that we have received
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>>> 807

>>>>>>>> EUR.

SOS55333333535>5>> Howevel’,

>>>>>>>>>>>>>>>>>> there is still a remaining balance of 12 EUR that
>>>>>> needs

>>>>>>>> {0

>>>>>>>>>> he

>>>>5>>>>>>>>>>>> settled.

SSS5555555555>55>5>>

>>>>>>>>>>>>>>>>>> Please note that we must receive a total of 819
>>> EUR,

>>>>>> and

>>>>>>>>>>y0u

>>>>>>>>>>>>>> gre

>>>>>>>>>>>>>>>>>> responsible for covering any bank fees required by
>>>>>>y0ur

>>>>>>>>>> bank.

SSSS555555555555>>

>>>>>>>>>>>>>>>>>> Kindly arrange for the payment of the remaining
>>>>>>amount at

>>>>>>>>>>>>y0ur

>>>>>>>>>>>>>>>>>> earliest convenience.

SSSS555535555555>>

>>>>>>>>>>>>>>>>>> pon, 17. 0zu 2025. u 11:05 Economics Journal
>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao je:

SESSSE55555555555>>

>>>>>>>>>>>>>>>>>>> Dear,

SSSS55355355555555>

>>>>>>>>>>>>>>>>>>> Understood. We will notify you once the funds
>>>>>> arrive.

SSSS5555555555555>5>

>>>>>>>>>>>>>>>>>>> |f the payment does not reach us within three
>>> days,

>>>>>>you

>5555>>>>> Will

>>>>>>>>>>>>>>>>>needt0

>>>>>>>>>>>>>>>>>>> {ry an alternative payment method.
SSSS5353535555>555>>

>>>>>>>>>>>>>>>>>>> pon, 17. ozu 2025. u 11:03

>>>>>>>> <pudiandriani@privietlab.org>

SSS553535335>55>>> napisao

>>>>>>>>>>>>>>>>>>>je:

SSSS5333>33335>3>5>5>>>

>>>>>>>>>>>>>>>>>>>> Dear Editor,

SSSS53333>33333>3355>>

>>>>>>>>>>>>>>>>>>>> We try this first, if failed | will try another
>>>>>> method

SOSS533333333333535>>

SSSS53533335355>555>5>5> Regards,

SSSS33333333333353>3>>

>>>>>>>>>>>>>>>>>>>> 0n 2025-03-17 16:50, Economics Journal wrote:
SSS35333333335>355>>5>

SSSS33333333333353>5>> Dean

SSSS5355353555555>555>>

>>>>>>>>>>>>>>>>>>>>> Thank you for the information. We will notify
>>>you

>>>>>> 0once

>>>>>>>>>> the

>>>>>>>>>>>>>>>>> funds

>>>>>>>>>>>>>>>>>>>>> grrive in our bank account.
SSSS3333333>33333535>>

>>>>>>>>>>>>>>>>>>>>> |f there are any issues with the bank transfer,
>>>>>>y0u

>>>>>>>> glso

>>>>>>>>>>>>>>have

>>>>>>>>>>>>>>>>>>>>the

>>>>>>>>>>>>>>>>>>>>> option to make the payment via Western Union.
SSS3533353333535555>>

>>>>>>>>>>>>>>>>>>>>> pon, 17. 0zu 2025. u 10:46

>>>>>>>>>> <pudiandriani@privietlab.org>

>>>>>>>>>>>>>>>>>>>> Napisao je:

SESEEE5555533555555>>
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>>>>>>>>>>>>>>>>>>>>>> Dear Editor,

SSSS33333333333353>5>35>

>>>>>>>>>>>>>>>>>>>>>> |m sorry for late but since 5 march our
>>> finance

>>>>>>>>>>>> department

SSSSSSSSSSSS>>S>>> try

SSSS>5555555>>>>>>>> 10

>>>>>>>>>>>>>>>>>>>>>> send you but failed from bank so i cant semd
>>>y0u

>>>>>> the

>>>>>>>>>>>> proof,

>>>>>>>>>>>>>>>>>and

>>>>>>>>>>>>>>>>>>>>fr0n1

>>>>>>>>>>>>>>>>>>>>>> 10 march i sick and in patient in hospital,
SSSS5333333>33533535>55>

>>>>>>>>>>>>>>>>>>>>>> | sent you today from another platform please
>>>>>> inform

>>>>>>>> Mme

>>>>>>>>>>>> f

>>>>>>>>>>>>>>>>>y0u

>>>>>>>>>>>5>>>>>>>>>> received our payment
SSSS5355355>5353555>555>5>

>>>>>>>>>>>>>>>>>>>>>> After you received the payment | will send you
>>>>>> the

>>>>>>>>>>>> revision

SS55>55555>>>>>>>>>> file

SSSS33333333333>>33>5>5>>

>>>>>>>>>>>>>>>>>>>>>> You can track the payment here
SSSS333333333333535>>

SSSS5355335355>55>555>55>

SSSS5333333333>555>>

SSS33333333>333>5>3>>

SSS553535355>55>5>>

SSS333333>33>33>5>>

SSSS553>5>5>>5>5>5>>

SS>5335>35>3>5>>>

SSS35353>33>>3>>

SSS>55>55>5>5>5>>

SSS>>5>3>5>5>5>>

SS>5>5>3>3>>>

SS>>55>5>>

>SS>>>>>>

>S>>>>>>

>>>>>>

>>>>>

>>>>

>>>

>>

> https://wise.com/en/track/7899a573be9643fcabc34042aca868ee?utm_source=mobileApplOS&utm_content=moneyTracker&utm_medium=copy

SESSS53555333355555>>

>>>>>>>>>>>>>>>>>>>>>>|Qegard&

SSSS5535535555555555>>

>>>>>>>>>>>>>>>>>>>>>> 0n 2025-03-10 16:08, Economics Journal wrote:
>>>>>> Dear,

SOSSS5555535555555555>5>

>>>>>>>>>>>>>>>>>>>>>> Since you have not responded to our emails for
>>>Qa

>>>>>>>> While,

>S>>5>>>>>>>>> We

SS>>>553>>5>3>>5>>>>> gre

>>>>>>>>>>>>>>>>>>>>>> (iving

>>>>>>>>>>>>>>>>>>>>>> you one more opportunity. Please confirm if
>>>and

>>>>>> when

>>>>>>>>>>y0u

S>>>>>>555>>>>>>> Will

>>>>>>>>>>>>>>>>>>>>rnake

SSSSS555555555>55>>>5>>> the

>>>>>>>>>>>>>>>>>>>>>> payment. We are making the final preparations
>>> for

>>>>>> oUur

>>>>>>>>>>>>>> [SSUe,
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SSSS5353333535>555>5>5> and yOU

>>>>>>>>>>>>>>>>>>>>>> are the only author who has not completed the
>>>>>> payment

>>>>>>>>>> and

>>5>>>>>5>>>>>>>>>>>> syubmitted

>>>>>>>>>>>>>>>>>>>>>> the revised paper. If you do not do so and

>>> fail

>>>>>> 10

>>>>>>>>>>>> respond

S>>>>>5>>5>>>>>>> {0

SSSS333>5>33333>5>5>>3>5>> ‘th|S

>>>>>>>>>>>>>>>>>>>>>> email, we will consider that you have

>>> withdrawn

>>>>>> from

>>>>>>>>>>>>>>>>>>>> publication.

>>>>>>>>>>>>>>>>>>>>>> Many

>>>>>>>>>>>>>>>>>>>>>> guthors are eager to publish their work and do
>>>>>> Not

>>>>>>>> have

SS>>>5>35>>5>5>> the

>>>>>>>>>>>>>>>>>>>>>> opportunity, so we kindly ask for a response
>>> from

>>>>>> yOU

>>>>>>>>>>>>>> within

SSS553535>355>55>5>> 2

SSSSSSSSSSSSSSSSO5>> days,

SSSS33333333333>>33>5>5>>

>>>>>>>>>>>>>>>>>>>>>> pon, 3. 0zu 2025. u 10:32 Economics Journal
>>>>>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao

>>>>>> je:

SSSSS3553333355555555>

SSSSS555335553555555>> Deal’,

SSSS55553333355555555>

>>>>>>>>>>>>>>>>>>>>>> Considering that you stated four days ago that
>>>>>> the

SSS55555555> payment

>>>>>>>>>>>>>>>>>>>> would be

>>>>>>>>>>>>>>>>>>>>>> made, we kindly ask you to confirm whether the
>>>>>>>> payment

>>>>>>>>>>>> has

SSSS55555533555>> been

>>>>>>>>>>>>>>>>>>>>>> processed and to provide us with proof of
>>>>>> payment.

SSSS55553333355555555>

>>>>>>>>>>>>>>>>>>>>>> pet, 28. velj 2025. u 08:38 Economics Journal
>>>>>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao

>>>>>> je:

SOSSS555335553555555>>

>>>>>>>>>>>>>>>>>>>>>> Dear,

SOSS5555535555535555>5>

>>>>>>>>>>>>>>>>>>>>>> Thank you for the information provided. Kindly
>>>>>> send

>>>>>>>> S

>>>>>>>>>>>>>> proof

SSSS555555555>55>> Of

>>>>>>>>>>>>>>>>>>>>>> payment once the transaction has been
>>> completed.

>>>>>>>> Please

>>>>>>>>>>>>>> nNote

>>>>>>>>>>>>>>>>>>>> that

>>>>>>>>>>>>>>>>>>>>>> the process is currently on hold until the
>>>>>> payment is

SSSS555555555>55>> received.

SSSSS555335555555555>>

>>>>>>>>>>>>>>>>>>>>>> \We appreciate your cooperation.
SOSS5555535553555555>5>

>>>>>>>>>>>>>>>>>>>>>> Cet, 27. velj 2025. u 18:12
>>>>>>>>>>>> <pudiandriani@privietlab.org>

SESSE55555555555555> napisao

>S>>>>>>>>>>>>>>>>>>>>> e
>>>>>>>>>>>>>>>>>>>>>> DEar Editor,

SESSEE555533355555555>
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>>>>>>>>>>>>>>>>>>>>>> the payment will be made tomorrow, and the
>>>>>> revision

>>>>>>>> in

>>>>>>>>>>>> this

SOSS55553355355555>> Weekend,

SS5535533333553555>55>>> We

>>>>>>>>>>>>>>>>>>>>>> got some delay in revision so sorry for

>>> perfect

>>>>>>>>>> revision

>S>>>>>5>>>>>> We

SOS35333333333>35555> made

SSSSS5555533535555555>>

SSSSS555535533535555>5> Regal’dS,

SSS55533335553555555>>

>>>>>>>>>>>>>>>>>>>>>> 0n 2025-02-26 15:03, Economics Journal wrote:
>>>>>> Dear,

SSS35535533533553555>>

>>>>>>>>>>>>>>>>>>>>>> When can we expect to receive the corrected
>>>>>> paper?

>>>>>>>> \When

>>>>>>>>>>>>>> Will

SSS55535535553555>555> ‘the

>>>>>>>>>>>>>>>>>>>>>> payment be made?
SSSSS555335553555555>>

>>>>>>>>>>>>>>>>>>>>>> |t is very important that we work efficiently.
SSSS5555535555535555>5>

>>>>>>>>>>>>>>>>>>>>>> uto, 18. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao

>>>>>> je:

SSS55533335553555555>>

SSSSS3553333355555555> Dear,

SSSSS555335553555555>>

>>>>>>>>>>>>>>>>>>>>>> We are issuing you a letter of acceptance so
>>> that

>>>>>> you

>>>>>>>>>> Ccan

SESSE55555553555555> proceed

>>>>>>>>>>>>>>>>>>>>>> With the payment. Please continue with
>>> revising

>>>>>> the

>>>>>>>>>> Work

SESSE35555>5>>> and

SOS353333333353555>5>> making

SSSS555553333555555>>

>>>>>>>>>>>>>>>>>>>>> the payment. The payment needs to be completed
>>> as

>>>>>> 500N

>>>>>>>>>> gs

>>>>>>>>>>>>>>>>>>>> possible

SESSS55535553555555>

>>>>>>>>>>>>>>>>>>>>> 50 that we can proceed with the next steps.
SSSS555555333555555>>

>>>>>>>>>>>>>>>>>>>>> to, 18. velj 2025. u 08:12

>>>>>>>>>> <budiandriani@privietlab.org>

SSS353333333333355>> napisaO

SSSSO335533335>5>5>3>5>>> je:

SSS55353533335>55>55>5>>

>>>>>>>>>>>>>>>>>>>>> Dear Editor,

SSSS5335>53333>5>5>3>35>5>>

>>>>>>>>>>>>>>>>>>>>> We will submit the revision this weekend and
>>> make

>>>>>> 9

SSS>>5>3>5>55>5>> payment

S>S>>>>>>>>>>>>>>> next

S>>>>>>5>>>>>>>>>>>>> week,

>>>>>>>>>>>>>>>>>>>>> hbecause we need some process to make transfer
>>>in

>>>>>> euro

SSSS33333333333353>5>>

>>>>>>>>>>>>>>>>>>>>> g it possible after the revision, the journal
>>>>>> send us

>>>>>>>>>> the
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>>>>>>>>>>>>>>>>>>>>>acceptance

>>>>>>>>>>>>>>>>>>>>> hefore the payment?

SOS3533333333535555>>

SSSSS553553553555555>> Regards,

SSSSS55533553553555>5>

>>>>>>>>>>>>>>>>>>>>> 0n 2025-02-17 16:14, Economics Journal wrote:
>>>>>> Dear,

SSSSS55535553555555>5>

>>>>>>>>>>>>>>>>>>>>> Please ensure to respond to our emails

>>>>>> efficiently.

>>>>>>>> This

>>>>>>>>>>>>iS

>>>>>>>>>>>>>>>>>>>>Crudal

>>>>>>>>>>>>>>>>>>>>> for a successful collaboration.
SSSSS553553555555555>>

>>>>>>>>>>>>>>>>>>>>> Could you kindly inform us when we can expect
>>>the

>>>>>>>>>>>> corrected

SSSSSS55555555555>>> Work

SSSS553555553555555>

>>>>>>>>>>>>>>>>>>>>> and payment? The process will be suspended
>>> until

>>>>>> the

>>>>>>>>>>>> payment

>>>>>>>>>>>>>>>>>iS

>>>>>>>>>>>>>>>>>>>>>rnade.

>>>>>>>>>>>>>>>>>>>>> grj, 12. velj 2025. u 08:56 Economics Journal
>>>>>>>>>>>>>>>>>>>>> <editorial.papers.economics@gmail.com> napisao

>>> je:

SSS55535333535555555>>

SSSSS555553553555555>> Dean

SSSSS55533553555555>5>

>>>>>>>>>>>>>>>>>>>>> We are sending you the second review. You may
>>>nNow

>S>>>>>>> raevise

>>>>>>>>>>>>>> your

>>>>>>>>>>>>>>>>>>>>paper

SSS55535535553555555>

>>>>>>>>>>>>>>>>>>>>>> gccording to the provided feedback.
SSSSS555335553555555>>

>>>>>>>>>>>>>>>>>>>>>> Additionally, as stated at the beginning,

>>> payment

>>>>>> S

SSSSSSS5555555>>> required

>S>>5>>>55>>>>>>>>>>> gfter

SSS55535335553555>555>

>>>>>>>>>>>>>>>>>>>>>> receiving the reviews. The payment should be
>>>made

>>>>>> Via

>>>>>>>>>>>> SWIFT

SSSS5555555>>55>>5>>>> hank

SSSS55555555355555>5>

>>>>>>>>>>>>>>>>>>>>>> transfer, and the total amount is 700 EUR +
>>> VAT

P — (1 7%),

>>>>>>>>>>>>>>>>>>>> equaling

SSS35535535535>55>555>

>>>>>>>>>>>>>>>>>>>>> 819 EUR. Payment instructions are attached.
SOS35333333333353535>5>>

>>>>>>>>>>>>>>>>>>>>> Please confirm receipt of this email and inform
>>> S

>>>>>>>> gbout

>>>>>>>5>>>>> the

SSS>>>555>>>>>>>>>>> next

SSS55535535535>55>5>55>

>>>>>>>>>>>>>>>>>>>>>>StepS

SOSS533333333333>335>35>

>>>>>>>>>>>>>>>>>>>>>> gri, 12. velj 2025. u 05:39

>>>>>>>>>> <budiandriani@privietlab.org>

>>>>>>>>>>>>>>>>>>>> Napisao
SSSSSSS55S55555555>>

>>>>>>>>>>>>>>>>>>>>>je:
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SSS3555533553555555>>

>>>>>>>>>>>>>>>>>>>>> Dear Editor,

SSSS5335533335>5>3>35>5>>

>>>>>>>>>>>>>>>>>>>>> We need to revise now or wait for second
>>> review?

SSS55353535555>55>55>5>>

SSSSS555533553555555>> RegardS

SSS33333333333335355>>

>>>>>>>>>>>>>>>>>>>>> 0n 2025-02-10 21:08, Economics Journal wrote:
>>>>>> Dear,

SSSS5335>533335>5>3>35>5>>

>>>>>>>>>>>>>>>>>>>>> We are sending you the first review of your
>>> paper.

>>>>>> We

>>>>>>>>>> hope

>>>>>>>>>>>>>>>>>>>> that

SSS5555553553555>555>

>>>>>>>>>>>>>>>>>>>>> the second review will be completed soon.
SSSS5335>533335>5>3>35>5>>
>>>>>>>>>>>>>>>>>>>>> sub, 8. velj 2025. u 18:52

>>>>>>>> <budiandriani@privietlab.org>

>>>>>>>>>>>>>>>>>>>> Napisao

SS>>5555555555>5555>

>S>>>>>>>>>>>>>>>>>>>> je!
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ABSTRACT

This study examines how vertical and horizontal pay disparities
influence corporate innovation in publicly listed Indonesian firms from
2018 to 2022. Using a dataset of 1,505 firm-year observations, we apply
Social Comparison Theory to analyze how perceived compensation
inequalities impact innovation performance, measured by patent filings
and citations. To ensure robustness, we employ Ordinary Least Squares
(OLS), Two-Stage Least Squares (2SLS), Propensity Score Matching
(PSM), Difference-in-Differences (DID), Entropy Balancing, and Tobit
Regression. The results indicate that vertical pay disparity (CV_MT-
RDP) positively affects patent quantity but negatively impacts patent
quality, implying that larger managerial pay gaps encourage more
patents but may not enhance their impact. Conversely, horizontal pay
disparity (CV_RDP-OE) consistently reduces both patent output and
citation impact, demonstrating that excessive pay differences across
departments undermine cross-functional collaboration and innovation
efficiency. Further, state-owned enterprises (SOEs) experience stronger
negative effects of pay disparities on innovation than private firms,
reinforcing the role of fairness concerns in shaping employee
motivation. These findings suggest that firms should strategically design
compensation policies to balance tournament incentives and pay equity
to sustain long-term innovation performance.

Keywords: Corporate innovation, pay gap, R&D incentives, stale-
owned enterprises, financial compensation, performance-based
incentives

Indonesia’'s commitment to research and development (R&D) remains modest compared to
global standards. In 2020, the country's R&D expenditure was approximately 0.28% of its
Gross Domestic Product (GDP), which is relatively low compared to other nations such as
South Korea, which invests around 4.9% of its GDP in R&D (World Bank, 2024). According
to the Global Innovation Index (GII) (2023), Indonesia is ranked 6lst among the 132
economies. This marks a significant improvement over previous years, where Indonesia ranked
75thin 2022, 87th in 2021, and 85th in 2020. Despite this progress, Indonesia's position remains
modest compared to that of other nations, reflecting its relatively low investment in R&D. This
limited investment in R&D contributes to Indonesia's current standing in global innovation

rankings.
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Figure 1. Indonesia GII Ranking (2020-2023)
Source: (Global Innovation Index (GII), 2023)

This improvement indicates significant strides in the country's innovation landscape (see Figure
1). Specifically, the rankings for innovation input factors, such as institutional frameworks,
infrastructure, and market sophistication, have steadily improved, climbing from 91st in 2020
to 64th in 2023. Similarly, innovation outputs, which measure tangible results such as patents
and technological developments, have improved from 76th in 2020 to 63rd in 2023. This
positive trajectory suggests that Indonesia has effectively enhanced both the foundational
elements required for innovation and its capacity to convert inputs into productive outcomes.
Despite these advancements, however, the overall rankings demonstrate that Indonesia's
innovation capabilities still lag behind global leaders.

The modest innovation rankings highlight the urgent need to identify internal organizational
factors that could significantly boost corporate innovation in Indonesia. Prior studies have
extensively explored the various determinants of corporate innovation (Manso, 2011), including
financial structure (Hausman & Johnston, 2014), corporate governance (Fahlevi et al., 2022),
and knowledge management (Chemmanur & Tian, 2012). However, the influence of internal
organizational compensation structures, particularly those involving R&D personnel, remains
relatively understudied, especially in emerging markets (Chang et al., 2015). To bridge this gap,
we propose examining two novel indicators of pay dispersion using the Coefficient of Variation
(CV), calculated as the ratio of the standard deviation to mean salary within relevant employee
groups. Specifically, we investigate the vertical pay gap, defined as the CV between
management and R&D teams (CV_MT-RDP), and the horizontal pay gap between R&D teams
and other departmental employees (CV_RDP-OE). Adopting this approach aligns with recent
research that suggests that relative dispersion measures more accurately capture perceived
compensation inequality and its impact on employee motivation and collaboration (Faleye et
al., 2013; Mueller et al., 2017). Analyzing these pay dispersion measures is critical, as R&D
personnel are key agents that directly influence firms’ innovative outputs, and understanding
their motivational environment is essential for enhancing innovation outcomes.

Beyond financial resources alone, internal pay structures significantly shape how R&D
personnel perceive their relative value and status within an organization, influencing their
willingness to innovate and collaborate effectively (Faleye et al., 2013; Mueller et al., 2017).
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This study builds upon social comparison theory (Festinger, 1954), which posits that employees
assess their organizational standing and compensation fairness by comparing themselves with
similar-level colleagues across departments. Unlike absolute compensation levels, perceptions
arising from such comparisons directly impact morale, trust, and propensity to engage in
innovative and collaborative efforts (Breza et al., 2017; Card et al., 2012). Specifically, we
hypothesize that a pronounced vertical pay disparity, measured using the coefficient of variation
between management and R&D personnel salaries (CV_MT-RDP), could generate negative
comparisons, leading R&D personnel to perceive themselves as undervalued compared with
management. Such perceptions may demotivate R&D staff and reduce their initiatives toward
innovative projects. Furthermore, horizontal pay disparities, represented by the coefficient of
variation between R&D personnel and employees from other departments (CV_RDP-OE), may
amplify negative social comparisons, impairing cross-departmental collaboration essential for
innovation (Shaw, 2015; Trevor et al., 2012).

Utilizing comprehensive salary data from publicly listed Indonesian firms, our empirical
analysis confirms these hypotheses: both CV-based vertical and horizontal pay disparities
negatively correlate with corporate innovation outputs, particularly patent productivity and
citation frequency. These negative relationships are notably stronger within state-owned
enterprises (SOEs), reflecting heightened sensitivity toward perceived inequalities in
organizations with traditionally egalitarian cultures. Additionally, further analysis of industry-
level variations underscores that, while a certain level of managerial pay premium could be
justified to reward leadership responsibilities, excessively high managerial pay relative to R&D
and other departmental salaries can trigger adverse comparisons and significantly disrupt
innovation processes.

Unlike previous studies that primarily emphasize monetary incentives at the individual or
managerial level as key drivers of corporate innovation (Bobillo et al., 2018; Yang et al., 2022),
our study uniquely underscores the influence of perceived internal pay inequality on innovation
performance. Moving beyond absolute compensation levels, we introduce a novel
conceptualization of relative pay disparities using the coefficient of variation (CV), which better
captures employees' perceptions of pay fairness within organizational hierarchies and across
departments. Drawing upon social comparison theory (Festinger, 1954), we argue that
innovation emerges not only from direct financial incentives, but also significantly from
employees’ perceptions of their relative organizational value. Negative comparisons arising
from substantial pay disparities can impede collaboration, reduce motivation, and stifle creative
initiatives that are essential for innovation (Cullen & Perez-Truglia, 2022). Therefore, our study
provides fresh insights by illustrating how both vertical and horizontal pay disparities, as
perceived inequities rather than absolute gaps, critically shape innovation outcomes within
organizations. By integrating the psychological perspectives of fairness into the economic
analyses of corporate innovation, we uncover an underexplored dimension of how internal
organizational dynamics fundamentally affect firms' innovative capacities.

Our research addresses this gap by empirically demonstrating that relative pay disparities
captured through the coefficient of variation affect innovation not merely by shaping individual
behavior but by altering collaboration dynamics and motivational climates across departments.
Specifically, our study reveals that perceived vertical pay disparities between management and
R&D teams and horizontal pay disparities between R&D and other departmental employees
significantly influence corporate innovation by affecting internal collaboration and
organizational trust. This expands the application of social comparison theory beyond
traditional individual-level analyses, showing how collective perceptions of inequality can
substantially shape organizational innovation performance (Gartenberg & Wulf, 2017; Ma et
al., 2023; Nickerson & Zenger, 2008). Additionally, our decomposition analysis at the industry
level uncovers how managerial pay premiums when excessive can inadvertently trigger
negative social comparisons that undermine cooperative behavior essential for innovation,




Autors / Economics - Innovative and Economics Research Journal, doi: 10.2478/eoik-20xx-xxxXxXx

contrasting sharply with conventional economic theories suggesting that such premiums solely
serve to mitigate agency problems.

Our findings also have practical implications for the design of effective compensation strategies
to enhance innovation. For instance, firms, particularly state-owned enterprises characterized
by strong collective and egalitarian norms, should carefully manage horizontal pay disparities
across departments to maintain collaborative environments conducive to innovation.
Conversely, in private firms with more individualized, market-oriented cultures, modest vertical
pay distinctions that clearly reflect contribution differences may motivate innovation without
negatively affecting cross-departmental cooperation. Strategically positioning R&D pay within
industry benchmarks can help firms leverage relative compensation as a tool for sustaining
long-term innovation performance.

2. LITERATURE REVIEW

2.1. Social Comparison Theory

Social Comparison Theory was first proposed by Festinger (1954), who argued that individuals
possess an inherent drive to evaluate their own abilities, status, and circumstances by comparing
themselves to others. These comparisons serve as essential benchmarks for self-evaluation,
particularly when the objective criteria are lacking or unclear. Festinger (1954) highlighted two
primary types of social comparisons: upward comparison, which occurs when individuals
compare themselves with those perceived as superior, and downward comparison, which
involves comparisons with those perceived as inferior. Each type of comparison yields different
emotional and behavioral responses; upward comparisons may motivate self-improvement or
induce dissatisfaction, whereas downward comparisons might enhance self-esteem or reinforce
complacency (Buunk & Gibbons, 2007).

Researchers have expanded the scope of social comparison theory beyond individual self-
assessment, applying it to organizational contexts to understand workplace dynamics and
employee behaviors (Matthews & Kelemen, 2025; Roelof et al., 2023). Social comparisons
regarding compensation within organizations have become a critical area of study, as salary
represents a tangible metric for assessing one’s organizational value and status relative to peers.
Studies in this domain emphasize that employees frequently engage in comparisons with
coworkers who occupy similar positions or job roles (Watto et al., 2023). Negative social
comparisons resulting from perceived pay inequalities have consistently been shown to
decrease job satisfaction, motivation, and overall organizational commitment (Cullen & Perez-
Truglia, 2022; Maier et al., 2022).

In the specific context of corporate finance, social comparison theory suggests that perceived
fairness or unfairness in compensation not only affects individual motivation, but also
significantly shapes group cohesion and cooperative behaviors essential for innovation
activities (Nickerson & Zenger, 2008). If R&D personnel perceive their compensation as
unfairly low relative to their colleagues in management or other departments, negative
comparisons may arise, diminishing motivation, limiting information sharing, and hindering
the collaborative processes crucial to innovation success. Conversely, when compensation is
perceived as fair or justifiable, positive social comparisons can foster a cooperative culture that
enhances creative problem solving, knowledge exchange, and innovation productivity
(Gartenberg & Wulf, 2017; Watto et al., 2023).

Hierarchical structures and collectivist cultures can uniquely shape perceptions of
compensation (Mushtaq et al., 2022; Ruddin et al., 2020). Thus, applying social comparison
theory to analyze pay disparities both vertically (management vs. R&D) and horizontally (R&D
vs. other departments) provides valuable insights into how internal perceptions of fairness drive
collaborative innovation efforts within firms. This perspective allows us to better understand
the indirect psychological mechanisms linking internal financial structures to innovation
outcomes, thus contributing a novel theoretical lens to the existing innovation research.
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2.2, Vertical Pay Disparity between Management and R&D Personnel and Corporate
Innovation

Corporate innovation depends not only on tangible financial resources but also on intangible
motivational factors driven by employees’ perceptions of fairness and status within the
organization (Ahmad et al., 2023; Alhitmi et al., 2023; Huang et al., 2024). Employees,
particularly those in critical innovation roles, such as R&D, frequently assess their value and
status within the firm by comparing their compensation relative to management (Lerner & Wulf,
2007; Sauermann & Cohen, 2010). According to social comparison theory (Festinger, 1954),
such vertical comparisons significantly influence employees' perceptions of fairness and
organizational recognition (Cullen & Perez-Truglia, 2022). When R&D personnel perceive
excessive vertical pay disparities relative to top management, feelings of inequity could arise,
diminishing motivation and undermining their commitment to innovation activities. This
psychological mechanism is particularly relevant in Indonesia, where cultural norms emphasize
respect and harmony, causing pronounced sensitivity toward perceived inequities between
hierarchical levels within organizations (Pfeifer & Stephan, 2019). Thus, we propose:

H1: The vertical pay disparity between management and R&D personnel, measured by the
coefficient of variation (CV_MT-RDP), negatively affects corporate innovation.

2.3. Horizontal Pay Disparity between R&D Personnel and Employees in Other Departments
and Corporate Innovation

Innovation within firms also depends significantly on cross-departmental collaboration and
collective organizational efforts. Previous studies have highlighted that successful innovation
requires strong inter-departmental cohesion, information sharing, and mutual support
(Nickerson & Zenger, 2008; Trevor et al., 2012). Social comparison theory underscores that
perceived horizontal pay disparity differences in compensation among employees occupying
similar hierarchical positions across various departments can negatively influence interpersonal
trust, cooperation, and overall organizational morale (Fredrickson et al., 2010; Watto et al.,
2023). In Indonesian companies, which are known for their collectivist orientation, horizontal
pay inequalities between R&D personnel and peers in other departments could be especially
detrimental. Excessive disparities may lead employees to perceive their efforts and
contributions as undervalued compared with their colleagues, resulting in reduced motivation,
diminished collaboration, and decreased commitment to organizational objectives such as
innovation. Thus, we propose:

H2: The horizontal pay disparity between R&D personnel and employees in other departments,
measured by the coefficient of variation (CV_RDP-OE), negatively affects corporate
innovation.

2.4. Moderating Role of Organizational Type (SOE vs. non-SOE)

The influence of perceived pay disparities on innovation may also vary significantly according
to the organizational type. State-owned enterprises (SOEs) in Indonesia typically emphasize
egalitarian structures and collective values, making them more susceptible to the negative
perceptions arising from pay inequalities (Breza etal., 2017; Meiryani et al., 2023). By contrast,
private or non-state-owned enterprises (non-SOEs), driven by market competition and
individual performance incentives, can better tolerate pay disparities if these differences reflect
genuine productivity and contribution differences (Mueller et al., 2017). Consequently, the
negative effects of both vertical and horizontal pay disparities on innovation are likely to be
stronger for SOEs than non-SOEs. Accordingly, we propose the following hypothesis:

H3a: The negative effect of vertical pay disparity (CV_MT-RDP) on corporate innovation is
stronger for SOEs than non-SOEs.
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H3b: The negative effect of horizontal pay disparity (CV_RDP-OE) on corporate innovation is
stronger in SOEs than in non-SOEs

2.5. Conceptual Framework

Unlike previous research that focuses predominantly on absolute pay structures or incentive
mechanisms targeting managerial roles (Ederer & Manso, 2013; Manso, 2011), our study
introduces a novel psychological and cultural dimension to compensation incentives by
explicitly applying social comparison theory within the context of innovation.

Vertical Pay Disparity
(CV_MT-RDP)

Control Variables
1. Firm Size
2. R&D Intensity
3. Profitability
4, Leverage

Corporate Innovation

Horizontal Pay Disparity
(CV_RDP-OE)

Organizational Type
(SOEs vs. non-SOEs)

Figure 2. Conceptual Framework
Source: (Researcher, 2025)

As shown in Figure 2, this approach extends the traditional understanding of corporate
innovation, emphasizing that employee perceptions of relative compensation fairness critically
shape collaborative innovation processes. By employing the coefficient of variation (CV) to
quantify pay disparities, this study further advances empirical methods for capturing perceived
inequities more accurately. Moreover, our study provides insights into how internal pay
perceptions uniquely affect innovation performance within Indonesian firms, particularly
contrasting outcomes in SOEs and non-SOEs. Thus, we not only add a nuanced psychological
perspective to the innovation literature but also deliver practical implications tailored
specifically to Indonesia's corporate cultural and structural contexts.

3. METHODOLOGY

This study adopts a quantitative research design using secondary data to empirically investigate
how perceived pay disparities influence corporate innovation outcomes (Saunders et al., 2009;
Sekaran & Bougie, 2016). The analytical approach includes various regression-based
techniques to test the hypotheses (Fahlevi et al., 2023). To enhance the validity and robustness
of the results, additional methodological strategies such as instrumental variable (IV) estimation
and entropy balancing matching were applied. These techniques help to address potential
endogeneity, selection biases, and unobserved heterogeneity in the relationships examined,
thereby improving the reliability and interpretability of our findings.

3.1. Sample Selection
Our sample focused on publicly listed firms in Indonesia from 2018 to 2022. This timeframe
was selected because it marks the implementation of updated accounting standards in Indonesia,
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which mandated more detailed disclosure of R&D expenses. The data used in this study were
gathered from various sources. Patent application and citation data were retrieved from
Indonesia’s Ministry of Law and Human Rights through the Cipta Kekayaan Intelektual
database, while executive compensation, employee salary details, and financial variables were
sourced from the Indonesia Stock Exchange (IDX) and Financial Services Authority (OJK).
Following rigorous data-cleaning processes, the final dataset included approximately 1,505
firm-year observations. This refined sample size ensures higher reliability and minimizes
potential biases, while focusing on companies with substantial R&D activity and innovation
outputs, which are critical for the study.

3.2. Measurements

Corporate innovation, the dependent variable in this study, is measured using two indicators:
patent counts and patent citations. Patent counts, a widely used proxy for firm-level innovation,
have been validated in prior research (Henderson et al., 2005; Lerner & Wulf, 2007). Patent
citations, often used to assess the quality and impact of innovation, are supported by empirical
studies that demonstrate their strong correlation with technological significance and firm
performance (Fahlevi et al., 2024). Patent counts are expressed as the natural logarithm of the
total number of patents filed by a firm in a given year and serve as a proxy for innovation
volume. Patent citations, also transformed into logarithmic form, indicate the quality and impact
of a firm’s innovations by measuring the number of citations received by their patents. These
data were obtained from Indonesia’s Ministry of Law and Human Rights and provide a robust
measure of firm-level innovation output.

The independent variables focus on pay disparities within firms, specifically, vertical and
horizontal pay disparities. The coefficient of variation (CV) is used to measure these disparities,
a method supported by prior compensation studies examining income dispersion and its
organizational effects (Faleye et al., 2013; Mueller et al., 2017). Vertical pay disparity, which
reflects income differences between management and R&D personnel, is commonly examined
in studies of executive compensation and firm innovation (Fredrickson et al., 2010). Horizontal
pay disparity, which captures salary variations across departments, is linked to cross-functional
collaboration and innovation efficiency (Trevor et al. 2012). Vertical pay disparity, represented
as CV_MT-RDP, captures the differences in compensation between management and R&D
personnel using the coefficient of variation, which standardizes dispersion across firms.
Horizontal pay disparity, represented as CV_RDP-OE, examines the compensation gap
between R&D personnel and employees in other departments, assessing how intra-
organizational differences in pay structures influence innovation dynamics. These variables
were derived from firm financial reports available from the IDX and OJK, ensuring that
compensation structures were accurately reflected.

To account for variations in firm ownership structure, a moderating variable distinguishing
between state-owned enterprises (SOEs) and non-state-owned enterprises (non-SOEs) is
introduced. The differentiation between SOEs and private firms is critical, as prior studies
highlight the distinct governance structures and incentive mechanisms between these entities
that influence pay policies and innovation investment (Kim, 2019; Lazzarini et al., 2015). State-
owned enterprises often prioritize social objectives and equity considerations, which can
moderate the impact of pay disparity on firm performance (Bhat et al., 2018). This variable is
coded as a binary indicator, where SOEs are assigned a value of one and private firms a value
of zero. The inclusion of this moderating factor allows the study to explore how different
organizational structures shape the effects of pay disparities on corporate innovation,
recognizing that SOEs often have different incentive mechanisms and pay structures compared
to their private sector counterparts.

Several control variables were incorporated to ensure that the observed relationships between
pay disparities and innovation were not driven by extraneous firm-specific factors. Firm size,
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measured as the logarithm of total assets, is a well-established control variable in innovation
research, as larger firms tend to have greater resources and R&D capabilities (Chemmanur &
Tian, 2012). The R&D intensity, which reflects the proportion of sales allocated to R&D, is
frequently used as a predictor of firm-level innovation (Chen et al. 2016). Profitability,
represented by return on assets (ROA), is justified based on studies linking financial
performance to a firm's ability to sustain long-term innovation investments (Hall & Lerner,
2010). Leverage, measured as the total debt-to-equity ratio, is included as a financial constraint
that has been shown to influence innovation decisions, and prior studies indicate both positive
and negative effects depending on firm risk tolerance (Aghion et al., 2013; Atanassov, 2016).
All financial variables were extracted from the IDX and OJK filings, ensuring a high level of
data consistency and comparability across firms (see Table 1).

Table 1. Definitions

Variable T:'p Measurement Source
Dependent Variable
c at Cont  Natural logarithm of patent counts (number of (Hall & Lerner, 2010;
I“‘:]T:f;;;] inuo  patents filed) and patent citations (number of Henderson et al., 2005;

us
Independent Variables

citations received)

Lerner & Wulf, 2007)

Vertical Pay Cont  Coeflicient of variation capturing salary
Disparity inuo  dispersion between management and R&D (Faleye et al., 2013)
(CV_MT-RDP) us personnel
Horizontal Pay Cont  Coeflicient of variation representing salary
Disparity mmuo  differences between R&D personnel and (Mueller et al., 2017)
(CV_RDP-OE) us employees in other departments
Moderating Variable
"IQ;I%ZH[ISZSEJ l\]:l g:ltlc Dummy variable: 1 for state-owned enterprise (Bhat et al., 2018; Kim,
Non-SOE) cal (SOE), 0 for non-SOE 2019; Lazzarni et al., 2015)
Control Variables
Cont
Firm Size inuo  Natural logarithm of total assets (Chemmanur & Tian, 2012)
us
Cont

R&D Intensity inuo

us

R&D expenditure divided by total sales

(Chen et al., 2016)

s Cont o o
Profitability inuo Return on assets (net income divided by total (Hall & Lerner, 2010)
(ROA) us assets)
Cont .
Leverage inuo  Total debt-to-equity ratio (Aghion etal, 2013;

us

Atanassov, 2016)

3.3. Analytical Procedures
We test our hypotheses using a quantitative approach involving a series of ordinary least squares
(OLS) regressions, clearly structured around three distinct equations, to capture the direct and
moderated effects of pay disparities on corporate innovation.

For Hypothesis | (Vertical Pay Disparity):

Innovation,y, = 8y + 8,CV_MT_RDP;, + 6, Controls;, + ¢, + 15 + 1y,

This equation examines hypothesis I, which explores the relationship between vertical pay
disparity and corporate innovation. Vertical pay disparity refers to the difference in
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compensation between top management and R&D personnel measured using the coefficient of
variation. This measure accounts for the relative dispersion of salaries within a firm and
provides insights into whether a wider pay gap between management and R&D employees
influences innovation outcomes. The dependent variable, corporate innovation, is measured
using patent counts and citations to capture both the volume and impact of a firm's innovations.
The key coefficient associated with vertical pay disparity determines whether an increase in the
pay gap between management and R&D teams affects innovation positively or negatively. A
negative relationship suggests that excessive income differences create dissatisfaction among
R&D personnel, reducing motivation and engagement in innovation. Alternatively, if the
relationship is positive, structured pay disparities may serve as an incentive to motivate R&D
employees to pursue career advancement and increase their innovation output. To control for
potential confounding effects, the model incorporates several control variables including firm
size, R&D intensity, leverage, and profitability. These variables help to account for firm-
specific characteristics that can independently influence innovation performance. Additionally,
year fixed effects are included to control for time-related economic fluctuations and policy
changes, while industry fixed effects account for structural differences in innovation trends
across various sectors. The error term captures unobserved firm-specific factors that might also
influence innovation outcomes, but are not explicitly included in the model.

For Hypothesis 2 (Horizontal Pay Disparity):
Innovation; .y = ¥o + y1CV_RDP_OE;, + y,Controls;, + A+ p; + vy,

This equation examines hypothesis 2, which investigates the relationship between horizontal
pay disparity and corporate innovation. Horizontal pay disparity refers to the difference in
compensation between R&D personnel and employees of other departments. The primary
independent variable, horizontal pay disparity, was measured using the coefficient of variation,
which captures the degree of salary dispersion between these groups. This variable allows us to
assess whether larger pay gaps negatively impact innovation outcomes by disrupting teamwork,
reducing motivation, and limiting knowledge sharing across departments. The dependent
variable, corporate innovation, is assessed using patent counts and citations, which serve as
proxies for both the quantity and the impact of a firm's innovation. The key coefficient
associated with horizontal pay disparity indicates whether a higher disparity influences
innovation positively or negatively. A negative relationship would suggest that when R&D
personnel earn significantly more or less than their peers in other departments, cross-functional
collaboration may weaken, ultimately hindering corporate innovation. To ensure that the results
are not driven by other firm characteristics, the model includes several control variables such
as firm size, R&D intensity, leverage, and profitability. An error term captures unobserved firm-
specific factors that may influence innovation outcomes.

For Hypotheses 3a and 3b (Moderating Effects of Organizational Type—SOE vs. Non-SOE):
Vertical pay disparity moderated by organizational type

Imnovation; ;4 = pg + pCV_MT _RDP; + p,SOE; + us(CV_MT_RDP X SOE);,
+usControls;, + 7, + 8 + w;,

This equation investigates how the relationship between vertical pay disparity and corporate
innovation is influenced by whether a firm is an SOE or non-SOE. Vertical pay disparity,
measured using the coefficient of variation, represents the compensation gap between the top
management and R&D personnel. The inclusion of the organizational type variable
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distinguishes between SOEs and private firms, whereas the interaction term between vertical
pay disparity and organizational type captures whether the effect of pay disparity on innovation
differs across these two types of firms. If the interaction term is negative, it suggests that the
negative impact of vertical pay disparity on innovation is stronger for SOEs than for non-SOEs.

Horizontal pay disparity is moderated by organizational type.

Innovation; ;4 = my + m CV_RDP_OE; + m,SOE;;, + m3(CV_RDP_OE X SOE);,
+m,Controls;, + & + x; + {i

This equation explores whether the negative effects of horizontal pay disparity on corporate
innovation are influenced by whether a firm is an SOE or non-SOE. Horizontal pay disparity
measures the differences in compensation between R&D personnel and employees in other
departments, with greater disparities potentially leading to lower cross-departmental
collaboration. The interaction term between horizontal pay disparity and organizational type
assesses whether SOEs are affected by pay gaps across departments. A negative interaction
coefficient indicates that the negative effect of the horizontal pay disparity on innovation is
more pronounced in SOEs.

Both equations include control variables, such as firm size, R&D intensity, leverage, and
profitability, to ensure that other firm-specific characteristics are accounted for. Year-fixed
effects control for time-related economic changes, whereas industry-fixed effects account for
sectoral differences in innovation trends. The error term captures unobserved firm-specific
factors that may influence innovation outcomes.

4. RESULTS AND DISCUSSION

4.1. Main Regression Results

This section presents the regression results examining the effects of vertical pay disparity
(CV_MT_RDP) and horizontal pay disparity (CV_RDP_OE) on corporate innovation. The
dependent variables used in the analysis are Ln(NumPat) (log-transformed number of patents)
and Ln(CitePat) (log-transformed number of patent citations), which serve as proxies for the
quantity and quality of innovation outputs. Table 2 reports these two sets of regression models.
The first two columns represent the baseline models that analyze the direct effects of
CV_MT RDP and CV_RDP_OE on innovation. The last two columns incorporate a
moderation effect, where the model controls for state-owned enterprises (SOE) as a moderating
variable to examine how ownership structure influences the relationship between pay disparities
and innovation outcomes.

Table 2. Regression Results for Pay Disparities and Innovation Output

Ln(NumPat) - Ln(CitePat) - Ln(NumPat) - Ln(CitePat) -
VARIABLES Baseline Baseline Moderation Moderation
CV_MT_RDP 0.0373%** -0.0209** 0.0483%** 0.0099*
CV_RDP_OE -0.0363%* -0.0127* -0.0609%** -0.0151%*
Size 0.0074* -0.0030 0.0060* -0.0023
Leverage -0.1769%** 0.0719** -0.1761%%* 0.0729**
ROA -0.2688%+* -0.121 1%+ -0.2932%%+ -0.1256%+*
R&D Intensity 0.0514** 0.0178* 0.0514%* 0.0178*
151851212 State-Owned, 0= } R L0.0217%* _0.0105%*

CV_MT_RDP = SOE - - 0.0354%%* 0.01 12+
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Ln(NumPat) - Ln(CitePat) - Ln(NumPat) - Ln(CitePat) -
VARTABLES glaseline ) ](iaseline) M(nr]eratinr)l ME)deratin)n
CV_RDP_OE = SOE - - -0.043 144+ -0.0135%*
Constant -0.9021%* -0.3827%* -0.9021** -0.3827%*
Observations 1,505 1,505 1,505 1,505
Adjusted R? 0.4312 0.4286 04312 0.4286
Control YES YES YES YES
Industry FE YES YES YES YES
Year FE YES YES YES YES

sk 0,01, ** p<0.05, * p<0.1

The regression results reveal significant insights into the influence of pay disparities on
corporate innovation. The findings indicate that vertical pay disparity (CV_MT_RDP) has a
complex relationship with innovation outcome. In the baseline models, a higher CV_MT_RDP
is positively associated with the number of patents, suggesting that larger pay gaps between
management and R&D personnel encourage employees to increase their innovation output.
However, this effect does not translate into patent citations, where the relationship is negative.
This outcome implies that while a larger vertical pay gap fosters a greater volume of innovation,
it may not necessarily enhance innovation quality. The underlying mechanism could be linked
to a tournament incentive structure that prioritizes patent filings, but does not always lead to
breakthroughs or impactful discoveries. When incorporating state-owned enterprise (SOE)
status as a moderator, the positive relationship between vertical pay disparity and patent
quantity strengthens, while the effect on patent citations becomes marginally significant. This
suggests that, in SOEs, where hierarchical structures and promotion incentives are more rigid,
the motivation to innovate through a competitive pay structure is even more pronounced.

By contrast, horizontal pay disparity (CV_RDP OE) consistently exhibits a negative
association with corporate innovation. Across all models, larger salary gaps between R&D
personnel and employees in other departments reduced both patent output and citations. This
suggests that when employees perceive unfair salary distributions within a firm, collaboration
and knowledge-sharing efforts may weaken, ultimately limiting innovation outcomes. The
negative effects of horizontal pay disparity are further exacerbated in SOEs. When
incorporating the moderation effect of SOE, the adverse impact of CV_RDP_OE on innovation
becomes even more significant. This reinforces the idea that fairness perceptions play a crucial
role in shaping innovative efforts within state-controlled enterprises, where strong bureaucratic
structures and equity concerns are deeply embedded in the organizational culture.

Several control variables also provide valuable insights into the dynamics of corporate
innovation. Firm size is positively correlated with patent output, supporting the notion that
larger firms have more resources to invest in R&D and greater ability to generate patents.
However, leverage has a contrasting effect, as it negatively affects patent counts, but positively
influences patent citations. This finding suggests that firms facing financial constraints may
prioritize fewer but higher-quality innovations, opting for impactful discoveries over sheer
volume. Similarly, profitability, measured by return on assets (ROA), has a consistently
negative impact on both patent number and citations. This pattern implies that firms focusing
on short-term financial performance may divert resources away from long-term innovation
investment. Conversely, R&D intensity is positively associated with both patenting activity and
citations, confirming that firms committed to higher research expenditure are more likely to
achieve greater innovation output.

Moderation analysis shows the significant role of ownership structure in shaping the effects of
pay disparities. The positive and significant interaction between CV_MT_RDP and SOE
suggests that vertical pay gaps are particularly effective in driving innovation quantity in state-
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owned firms. This could be attributed to the structured promotion pathways within SOEs, in
which employees may perceive clear incentives tied to performance-based advancements. On
the other hand, the negative interaction between CV_RDP_OE and SOE further reinforces the
detrimental effect of horizontal pay disparity on these firms. The results suggest that SOE
employees place greater emphasis on equitable pay structures, and excessive salary gaps
between R&D personnel and other departments could diminish their motivation to engage in
innovative activities.

4.2. Two-Stage Least Squares (2SLS) Regression

To account for potential endogeneity concerns and ensure the robustness of our results, we
employed a two-stage least squares (2SLS) regression approach. Endogeneity may arise from
omitted variable bias, reverse causality, or measurement errors in the relationship between pay
disparity and corporate innovation. Using instrumental variables, we attempt to isolate the
causal effects of vertical and horizontal pay disparities on innovation outcomes. Table 3
presents the second-stage results from the 2SLS regression, where the dependent variables
remain Ln(NumPat) and Ln(CitePat), representing the quantity and quality of innovation
output, respectively. The instrumental variable approach corrects for potential biases and
provides more reliable estimates of the impact of CV_MT RDP (vertical pay disparity) and
CV_RDP_OE (horizontal pay disparity). This technique ensures that our findings are not
merely correlations, but reflect more robust causal inferences (see Table 3).

Table 3. Two-Stage Least Squares (2SLS) Regression Results

VARIABLES Second-Stage NumPat Second-Stage CitePat
CV_MT_RDF_Ce 0.0353##* -0.0216%*
ntered

CV_RDP_OE -0.0151%*
SOE_Centered -00139
CV_MT_RDP_S0O ok
E_Centered -0.0614
CV_RDP_OE_SO

E_ Centered 0.0428 0.0039
Size 0.0125 -0.0053
Leverage -0.0809*

ROA

Ré&D_Intensity

0.0139+*
Constant -1.1025%% -0.5526%*

F-statistic: 76.67%, Kleibergen-Paap rk: 901, Cragg-Donald Wald F: 7.43, Kleibergen-

Mode] Statistics Paap Wald rk F: 4.62, Hansen J statistic: (.828%*

The 2SLS regression results confirm and reinforce the findings from the baseline regressions,
further strengthening the argument that pay disparities significantly shape corporate innovation.
The estimated coefficients for CV_MT _ RDP in the second-stage model indicate a positive and
significant relationship with patent quantity (0.0353, p < 0.01), but a negative and significant
effect on patent citations (-0.0216, p < 0.05). This suggests that the vertical pay gap between
management and R&D personnel increases the number of patents filed but does not necessarily
enhance the quality of innovation. A plausible explanation is that firms with larger vertical pay
disparities may encourage competition among employees, leading to a higher volume of
patents, whereas the stress of such competitive environments could reduce the focus on
groundbreaking or high-impact research.

Conversely, horizontal pay disparity (CV_RDP_OE) is negatively associated with both
innovation quantity and quality. The coefficients for patent output (-0.0609, p <0.05) and patent
citations (-0.0151, p < 0.1) suggest that larger salary gaps between R&D personnel and other
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departments discourage innovation, likely by disrupting collaboration and knowledge-sharing
efforts across teams. This finding reinforces the argument that excessive disparities in
compensation structures can lead to perceptions of unfairness, reducing employees' willingness
to contribute to cross-departmental innovation initiatives. The results also highlight the
moderating effect of SOE status on pay disparity-innovation relationships. The interaction term
CV_MT_RDP x SOE is negative and significant (-0.0256, p < 0.1 for patents and -0.0614, p <
0.05 for citations), indicating that in state-owned enterprises, vertical pay gaps have a weaker
effect on innovation compared to private firms. This finding suggests that SOEs, with their
bureaucratic and hierarchical structures, may not provide the same competitive incentives as
private firms, thus reducing the effectiveness of pay-based motivation strategies. Meanwhile,
CV_RDP_OE x SOE is not significant, implying that the negative impact of horizontal pay
disparity on innovation is consistent across SOEs and non-SOEs.

Several control variables also exhibit the expected patterns. Firm size shows a weak positive
effect on patent output (0.0125) but is not significant, suggesting that larger firms may have
more resources but do not necessarily produce higher innovation outcomes. Leverage has a
mixed effect as it negatively affects patent numbers (-0.0809, p < 0.1) but positively influences
citations (0.0451, p < 0.05), implying that financially constrained firms may focus on quality
over quantity in their innovation strategies. ROA is significantly negative in both models,
reinforcing the notion that profit-driven firms may underinvest in long-term innovation. Finally,
R&D intensity remains positively associated with both innovation measures, confirming that
higher research investment translates to greater patent output and impact. The 2SLS model
diagnostics suggest that the instruments used in the first stage are valid and strong, as evidenced
by the Kleibergen-Paap Wald rk F statistic (4.62) and the Hansen I statistic (0.828, p < 0.05),
which confirms that the instrumental variables satisfy the over-identification restriction test.
The F-statistic (76.67, p < 0.1) indicates that the instruments significantly predicted the
endogenous regressors, further supporting the reliability of these findings.

4.3. Robustness Check (Entropy Balanced Regression Analysis)

We implement an entropy-balancing regression approach. Entropy balancing is a statistical
technique that ensures that the covariate distributions of the treatment and control groups are
balanced, thereby reducing potential biases that may arise due to sample heterogeneity. By
reweighting observations, this method enhances the comparability between firms with high and
low pay disparities, providing a more reliable assessment of how compensation structures
influence corporate innovation. Table 4 presents the entropy-balanced regression results, where
NumPat (log-transformed number of patents) and CitePat (log-transformed patent citations)
remain the dependent variables, capturing the quantity and quality of innovation output,
respectively. The estimates control for key firm-level characteristics, and industry and year
fixed effects are incorporated to account for unobserved heterogeneity

Table 4. Final Entropy Balanced Regression Results

VARIABLES Entropy Balanced NumPat Entropy Balanced CitePat
CV_MT_RDP_Centered 0.0396%*4 -0.0229%*
CV_RDP_OE -0.1280%** -0.0033
SOE_Centered -0.1104%* 0.0025
CV_MT_RDP_SOE_Centered -0.0736% -0.0594%*
CV_RDP_OE_SOE_Centered 0.1057 0.0032

Size 00213 -0.0048
Leverage -0.0917* 0.0415%*

ROA -0, 14284 -0.0712%%*

R&D_Intensity 0.0331%%% 0.0165%*
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Constant -1.0347%* -0.4816%
Model Statistics Adjusted R?: 0.4523 Adjusted R?: 0.4295

The entropy-balanced results further confirm the core findings of the OLS and 2SLS
regressions. The coefficient for CV_MT RDP_Centered (vertical pay disparity) remains
positive and significant for the number of patents (0.0396, p < 0.01), but negative and
significant for patent citations (-0.0229, p < 0.05). This result reinforces the idea that a larger
vertical pay gap between management and R&D personnel incentivizes higher patent filings,
but does not necessarily lead to greater citation impact. The competition induced by larger
vertical pay differences appears to drive innovation volume but may reduce the emphasis on
breakthrough or high-quality innovations. For CV_RDP_OE (horizontal pay disparity), the
findings remained consistent with those of previous models. The coefficient is strongly negative
for the number of patents (-0.1280, p < 0.01) but not significant for citations. This finding
suggests that a larger horizontal pay gap between R&D personnel and employees in other
departments significantly reduces innovation output. However, its impact on innovation quality
is less pronounced, possibly because knowledge spillovers and collaboration dynamics are
more crucial for increasing patent output than for patent impact.

The moderating effect of SOE status is also evident in this model. The interaction term
CV_MT RDP x SOE is negative and significant (-0.0736, p < 0.1 for patents and -0.0594, p <
0.05), indicating that state-owned enterprises weaken the incentive effect of the vertical pay
disparity on innovation outcomes. This result aligns with the expectation that SOEs, with their
structured and hierarchical nature, are less responsive to tournament-style incentives than are
private firms. However, CV_RDP_OE x SOE is not significant, suggesting that the negative
effects of horizontal pay disparity on innovation persist across both ownership types. The
control variables also exhibited patterns similar to those of previous models. Firm size is weakly
positive for patent quantity but not significant, implying that while larger firms have resources
for R&D, their innovation output is not necessarily higher when pay disparities exist. Leverage
negatively affects patent quantity (-0.0917, p < 0.1), but positively impacts citations (0.0415, p
< 0.05), reinforcing the argument that financially constrained firms prioritize quality over
quantity. ROA remains significantly negative, confirming that firms that prioritize short-term
profitability are less likely to invest in innovation. R&D intensity is positively associated with
both patent output and citations, reaffirming the importance of research investments in driving
corporate innovation.

The higher adjusted R? values in this model (0.4523 for patents and 0.4295 for citations)
indicate that the entropy balancing approach reduces bias and provides a more accurate estimate
of the causal effects of pay disparities on innovation performance. These results validate the
robustness of the primary findings and confirm that both vertical and horizontal pay disparities
play significant roles in shaping corporate innovation outcomes.

4.4. Robustness Check (Tobit Regression Analysis)

We apply a Tobit regression model, which is appropriate when dealing with censored dependent
variables such as patent counts and citations. Because innovation outputs are often non-negative
and subject to truncation (i.e., firms with no patents or citations are observed as zeros), the Tobit
model accounts for these limitations, providing more accurate estimates of the relationships
between pay disparities and innovation. Table 5 presents the Tobit regression results, where the
dependent variables are Ln(NumPat) (patent quantity) and Ln(CitePat) (patent citations). The
inclusion of control variables and fixed effects ensures that the estimates capture firm-specific
dynamics, while reducing potential omitted variable bias.

Table 5. Robust Test (Tobit Regression)
VARIABLES Tobit NumPat Tobit CitePat
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CV_MT_RDP_Centered 0.0142 -0.0709
CV_RDP_OE -0.0244 -0.0261
SOE_Centered -0.0400 -0.0633
CV_MT_RDP_SOE_Centered -0.0094 -0.2090*
CV_RDP_OE_SOE_Centered 0.0170 -0.0046
Size 0.0039 -0.0075
Leverage -0.0885% 0.0721%%*
ROA -0.1374 % -0 0895+
R&D_Intensity 0.02098#k* 0.0197*#*
Constant -0.9874%* -04129%
Model Statistics Pseudo R?: 0.1765  Pseudo R?: 0.1342

The Tobit regression results generally align with the previous OLS and 2SLS findings, but
provide additional insights into the censored nature of innovation outcomes. The coefficient for
CV_MT RDP_Centered (vertical pay disparity) remains positive but insignificant for patent
quantity (0.0142), and negative for patent citations (-0.0709). This suggests that, while vertical
pay disparities may create incentives for innovation output, their impact diminishes when
accounting for censored data, reinforcing the mixed effects of tournament incentives on
innovation quality. For CV_RDP OE (horizontal pay disparity), the estimated coefficients are
negative for both patent quantity (-0.0244) and citations (-0.0261) but not statistically
significant. These results indicate that, while larger salary gaps between R&D personnel and
employees in other departments may hinder innovation, the effects are weaker when accounting
for firms with no innovation activity. This finding suggests that horizontal pay disparities may
affect firms with active R&D more strongly than those without substantial innovation
investments.

The moderating effect of SOE status is more pronounced in this model. The interaction term
CV_MT RDP x SOE is negative and significant (-0.2090, p < 0.1) for patent citations,
suggesting that vertical pay gaps have a stronger negative impact on innovation quality in state-
owned enterprises. This result reinforces the idea that SOE structures are less conducive to
tournament-style incentives, likely because of bureaucratic promotion systems and equity
concerns among employees. However, the interaction between CV_RDP_OE * SOE remains
insignificant, indicating that horizontal pay disparities affect SOEs and private firms in terms
of innovation activity. The control variables exhibit the expected patterns. Leverage negatively
affects patent quantity (-0.0885, p < 0.1), but positively influences citations (0.0721, p < 0.05),
suggesting that financially constrained firms prioritize fewer but higher-impact innovations.
ROA remains significantly negative across both models, further confirming that profit-driven
firms underinvest in long-term innovation strategies. R&D intensity is positively associated
with both patent output (0.0298, p < 0.01) and citations (0.0197, p < 0.05), emphasizing that
greater research investment leads to stronger innovation performance. The pseudo R? values
(0.1765 for patents and 0.1342 for citations) indicate that the Tobit model accounts for a
significant portion of the variation in innovation outcomes when addressing potential censoring
issues.

4.5. PSM, DID, Entropy Balancing, and Alternative R&D Growth

We conducted several additional robustness tests beyond the standard OLS, 2SLS, and Tobit
regressions. These tests include Propensity Score Matching (PSM), Difference-in-Differences
(DID), entropy balancing, and alternative R&D growth models. Each method provides unique
insights into how pay disparities influence corporate innovation by addressing different sources
of bias, and ensuring that the observed effects are not driven by model specifications or
unbalanced sample characteristics. Table 6 presents the results of these additional robustness
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checks, where the dependent variables are Ln(NumPat) (patent quantity) and Ln(CitePat)
(patent citations).

Table 6. Additional Robustness Tests

PSM PSM DID DID Entropy Entropy Alternative
VARIABLES  NumP CitePa NumP  CiteP Balanced Balanced oo v th
at t at at NumPat CitePat row
CV_MT_RDP_ . - -
Comtoncd 00095 00318 e (5730 00396 00229 00169
CV_RDP OE 02608 - 0.3320 02280 -0.1280 -0.0033 0.1609
ok 00009
SOE_Centered 01441  ©o NA  N/A -0.1104 00025 00173
CV_MT_RDP_ - N
SOE Centered 00646 nes NA  NIA 00736 -0.0594 -0.1952
CV_RDP_OE_
SOF. Cemereq 01211 00609 N/A  N/A 0.1057 00032 0.2504
Size 00453 nosos 01182 00852 00510 00587 00471
Leverage DO817 S 0 isel onis 00748 -0.0469 -0.1023
- - iy iy sk A
ROA 01372 00729 e 176 0.1385 00927 0.0876
! 00258
R&D_Intensity 00192 0.0486 00319 00319 00221 0.0952
Constant LOIST 09032 yiae gy -0.9842 -11.002 -11.253
Observations 1505 1505 1505 1505 1.505 1,505 1505
Control YES YES YES  YES YES YES YES
Industry FE YES YES YES  YES YES YES YES
Year FE YES YES YES  YES YES YES YES

Additional robustness checks further validated the primary findings. Each method addresses
concerns related to potential biases in sample selection, functional form misspecifications, and
alternative ways of measuring innovation outcomes. The Propensity Score Matching (PSM)
results are largely consistent with baseline findings, reinforcing the relationship between pay
disparities and innovation. The coefficient for CV_MT RDP Centered remains positive but
weakly significant for citations (-0.0318, p < 0.1), whereas CV_RDP OE remains significantly
negative for patent quantity (-0.2608, p < 0.01), reaffirming that excessive horizontal pay
disparities reduce innovation activity.

The Difference-in-Differences (DID) approach examines changes in innovation before and after
changes in pay disparity. Here, the effects of CV_MT RDP Centered are negative for both
patent output (-0.2048) and citations (-0.2739), suggesting that, in some cases, vertical pay
disparities may fail to sustain long-term innovation. However, the horizontal pay gap
(CV_RDP_OE) is positive, implying that firms experiencing an increase in horizontal pay gaps
may respond by enhancing innovation, although this effect is weaker than that in other models.
The Entropy Balanced Regression results confirm previous findings, with
CV_MT _RDP_Centered showing a positive effect on innovation quantity (0.0396), but a
negative effect on citations (-0.0229). This supports the idea that vertical pay gaps encourage
more patent filings but may not necessarily improve the quality of innovations. Similarly,
CV_RDP_OE remains negative for patent output (-0.1280), reinforcing the argument that
horizontal pay disparities reduce collaborative innovation efforts.
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The Alternative R&D Growth Model examines innovation from a different perspective, by
incorporating a broader set of firm-level R&D growth indicators. Here,
CV_MT RDP_Centered remains weakly positive (0.0169) and CV_RDP_OE shifts to a
positive effect (0.1609), suggesting that under some conditions, horizontal pay gaps may be
associated with increased R&D efforts in firms with aggressive growth strategies.

4.5. Discussion

4.5.1. Vertical Pay Disparity and Innovation Performance

Our results indicate that larger vertical pay disparities between management and R&D
personnel (CV_MT-RDP) affect corporate innovation significantly. Specifically, the OLS and
2SLS regressions reveal a positive relationship with the number of patents, but a negative
impact on patent citations, suggesting that while greater vertical pay gaps encourage firms to
file more patents, the quality and impact of these innovations may suffer. This aligns with
previous research by Lerner and Wulf (2007) and Sauermann and Cohen (2010), which suggests
that financial incentives can motivate innovation quantity but may not always enhance
innovation quality.

Social Comparison Theory (Festinger, 1954) helps explain these findings. When exposed to
large pay gaps with the upper management, R&D personnel may perceive themselves as
undervalued, leading to demotivation and decreased creativity. This psychological response is
particularly relevant in Indonesia’s collectivist work culture, in which hierarchical disparities
are more likely to be scrutinized and resented (Pfeifer & Stephan, 2019). Unlike Western
economies, where performance-based promotions may justify higher pay gaps, Indonesia’s
strong emphasis on workplace harmony and perceived fairness means that excessive vertical
disparities may erode trust and reduce collaboration between R&D teams and executives.
Furthermore, our entropy balancing results confirm that the effect of vertical pay disparity on
innovation is moderated by state ownership (SOE status). In state-owned enterprises (SOEs),
the negative effects of vertical pay disparities on innovation are more pronounced, reinforcing
the idea that SOEs have stronger egalitarian norms that make employees more sensitive to
unfair compensation structures (Breza et al., 2017; Meiryani et al., 2023).

4.5.2. Horizontal Pay Disparity and Its Detrimental Effects on Innovation

A key insight from our study is the significant negative relationship between horizontal pay
disparity (CV_RDP-OE) and corporate innovation outcomes. Across all robustness checks
(OLS, Tobit, and entropy balancing regressions), larger horizontal pay gaps consistently reduce
both the number of patents and citation impact. These findings align with those of previous
studies (Shaw, 2015; Trevor et al., 2012), which suggest that excessive pay differences across
departments reduce employee cooperation, impair cross-functional knowledge-sharing, and
ultimately lower firm-wide innovation performance. Social comparison theory provides further
insight into these results. R&D personnel who perceive that their compensation lags behind that
of other departments (e.g., marketing, operations, or finance) may experience frustration and
disengagement, leading to lower commitment toward innovation projects (Gartenberg & Wulf,
2017; Nickerson & Zenger, 2008). This phenomenon is particularly relevant in Indonesia,
where team cohesion and interpersonal relationships are highly valued (Mushtaq et al., 2022;
Ruddin et al., 2020). Unlike highly individualistic cultures, where pay differentiation is
normalized, Indonesian employees are more likely to perceive horizontal pay gaps as an
indicator of undervaluation and a lack of organizational commitment to fairness. Moreover, our
additional robustness tests, including PSM (Propensity Score Matching) and DID (difference-
in-differences), confirm the stability of these results, reinforcing that horizontal pay disparities
systematically hinder innovation outcomes.

4.5.3. The Role of State Ownership in Moderating Pay Disparity Effects
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The findings reveal that organizational structure, particularly whether a firm is state-owned
(SOE) or non-state-owned (non-SOE), plays a critical role in shaping the effects of pay
disparities on innovation. Vertical pay disparities (CV_MT-RDP) have a weaker positive effect
on innovation in SOEs than in private firms, indicating that tournament incentives are less
effective in organizations with rigid bureaucratic structures and state-driven policies (Mueller
etal., 2017). Horizontal pay disparities (CV_RDP-OE) have a stronger negative effect in SOEs,
supporting the idea that state-owned firms prioritize fairness and are more sensitive to internal
inequities (Breza et al., 2017; Meiryani et al., 2023). Employees in SOEs may react more
negatively to perceived unfair pay structures, further reducing collaboration and innovation
outputs. These findings align with previous research indicating that SOEs tend to have stronger
egalitarian norms (Chang et al., 2015) and that fairness perceptions play a more substantial role
in employee motivation than absolute pay levels (Cullen & Perez-Truglia, 2022). The results
also suggest that private firms have greater flexibility in using tournament-based incentives to
drive innovation, whereas SOEs must be more cautious in structuring pay policies to avoid
demotivating their employees.

4.6. Implications

While a certain level of vertical pay disparity may incentivize innovation quantity, excessive
gaps can reduce trust and collaboration within organizations, especially in SOEs. To mitigate
these effects, firms should consider more transparent promotion pathways for R&D personnel
and ensure that career advancement opportunities are communicated clearly. This study
underscores the importance of horizontal equity in sustaining corporate innovation. Firms
should ensure that R&D personnel are compensated competitively relative to employees in
other departments to prevent negative social comparisons that hinder knowledge-sharing and
cooperative innovation. SOEs should prioritize equity-driven compensation models that
minimize perceived unfairness, whereas private firms may have greater flexibility in leveraging
tournament-based incentives. By understanding how compensation structures affect employee
motivation differently across firm types, organizations can design pay policies that optimize
innovation without sacrificing workplace cohesion

5. CONCLUSIONS

This study contributes to the literature by offering a novel perspective on how relative pay
disparities shape corporate innovation through the lens of the Social Comparison Theory
(Festinger, 1954). Unlike prior studies that focused on absolute pay levels (Manso, 2011;
Bobillo et al., 2018), our research highlights how perceived internal inequities influence
employee motivation and collaboration, ultimately affecting firm-wide innovation
performance. Moreover, our findings provide new insights into the Indonesian corporate
environment, reinforcing the idea that pay disparity effects are shaped by cultural and
institutional contexts. While Western economies often rely on market-driven tournament
incentives to boost innovation, our results suggest that in Indonesia’s collectivist corporate
culture, balancing pay equity is equally, if not more, important than pure monetary incentives.
Future research could extend this study by exploring the psychological mechanisms behind pay
disparities in greater depth, such as how employee perceptions of fairness evolve over time, and
how non-monetary incentives (e.g., career growth, training, and recognition programs) interact
with financial compensation to shape innovation outcomes. Additionally, sector-specific studies
can help determine whether the effects of pay disparities vary across industries with different
levels of technological intensity.
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