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Abstract 

This paper mainly sorts out and summarizes literatures on executive com-
pensation gap and enterprise performance, and puts forward the direction of 
further exploration. Firstly, this paper sorts out relevant literature from three 
perspectives: the relationship between executive compensation and corporate 
performance, internal compensation gap and corporate performance, and ex-
ternal compensation gap and corporate performance. Secondly, this paper re-
views the research on executive compensation gap and enterprise perfor-
mance. Finally, this paper proposes the future research direction of executive 
compensation gap and enterprise performance. 
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1. Introduction 

Upper Echelon theory argues that with the fierce enterprise competition in the 
whole world, now executive members’ working attitude and level largely deter-
mines the life of the enterprise. In order to attract and retain outstanding mem-
bers of the executive and inspire them to achieve the great strategic goal of the 
enterprise, a key governance mechanism is needed (Hambrick, Altmann, Os-
wald, Meinz, Gobet and Campitelli, 2014) [1]. Executive pay gap is an important 
aspect of executive compensation research. In 2008, the event of “Sky-high ex-
ecutive compensation” of PING AN INSURANCE (GROUP) COMPANY trig-
gers the social public’s doubts on worse executive pay, even it triggers govern-
ment to make regulations to limit excessive executive compensation of listed 
corporates. To sum up, the core of public questioning lies in whether the execu-
tive compensation matches the company performance. This paper starts from 
the internal and external compensation gap, then summarizes the relationship 
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between the executive compensation gap and the company performance ac-
cording to the previous literature, and finally puts forward the future prospect. 

There are two contributions in this paper: First, this paper mainly sorts out 
and summarizes literatures on executive compensation gap and enterprise per-
formance, and puts forward the direction of further exploration, which make the 
topic more clear and are useful for the future study. Second, this paper puts for-
ward the original opinion from the perspective of research angle and research 
objects, and puts forward the suggestions for the actual mechanical process. 

2. Data and Methodology 

This paper adopts the method of literature review to sorts out and summarizes 
literatures on executive compensation gap and enterprise performance, and puts 
forward the direction of further exploration. 

3. Internal and External Salary Gap of Senior Executives and  
Company Performance 

3.1. The Relationship between Executive Compensation and  
Enterprise Performance 

Executive compensation gap, also known as the distribution of executive com-
pensation, is mainly manifested in two basic characteristics: the internal com-
pensation gap within the executive team and the executive-employee compensa-
tion gap. Among them, the salary gap within the senior executive team refers to 
the difference in the salary amount between the CEO and other senior executive 
members, which indicates the difference in the salary that senior executives can 
get before and after promotion, and also reflects the effectiveness of the incentive 
mechanism for senior executives’ earnings and promotion (Siegel and Ham-
brick, 2005; Lu, 2007) [2] [3]. Executive-employee salary gap refers to the abso-
lute or relative difference between the average salary level of the entire executive 
team and the average salary level of ordinary employees. Executive pay gap is a 
double-edged sword, on the one hand, it can be used to form a strategic consen-
sus and key strategy means to realize strategic landing, in order to promote the 
business enterprise inside members to compete against each other, mutual su-
pervision of the motivation, the strengthening of the shareholders, the board of 
directors, executives and ordinary workers goals between the parties with risks, 
so as to improve corporate performance; On the other hand, It can also lead to 
unexpected negative consequences, including reducing the willingness to take 
risks, conniving at fraud in financial reports, triggering excessive earnings man-
agement, leading to contradictions among various groups within the enterprise 
and low employee satisfaction, and ultimately hindering the performance of the 
company. 

Executive compensation gap and enterprise performance are complementary 
to each other. On the one hand, corporate performance can reflect the efforts of 
executives to some extent, so it is reasonable to determine executive compensa-
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tion based on corporate performance. On the other hand, executive compensa-
tion gap plays a very important role in the performance of enterprises. Estab-
lishing an excellent mechanism to attract and retain the incentive mechanism of 
senior executives who play a key role in the survival and development of enter-
prises is directly related to the performance of enterprises. 

According to the optimal contract theory, determining executive compensa-
tion based on corporate performance can tie the interests of executives and 
shareholders together and reduce agency costs. At this time, corporate perfor-
mance is an exogenous variable and a main factor determining executive com-
pensation. However, motivated executives will further affect the performance of 
enterprises, so the performance of enterprises is also endogenous. How effective 
the incentive effect of executive compensation is and whether it has an incentive 
effect of improving corporate performance is an important criterion to test 
whether the executive compensation contract is effective. Zhou, Yang and Li 
(2010) [4] found that executive compensation was significantly positively corre-
lated with company performance. Yang and Huang (2010) [5] found that senior 
executives who are motivated by salary can have after-effect on enterprise per-
formance, that is, improve the performance of the enterprise in the next phase. 
These studies show that executive compensation incentive is conducive to im-
proving corporate performance, but whether executive compensation incentive 
is the best incentive method is also worth studying. O’Connor and Rafferty 
(2010) [6] found that though the monetary compensation of corporate execu-
tives could improve returns, it could not maximize the value of shareholders. 
Jensen and Murphy (1990) [7] earlier proposed to use the regression method to 
study the relationship between executive monetary compensation and account-
ing performance, which is, the sensitivity of compensation performance. A large 
number of studies (Sloan, 1993; Baber, Kang and Kumar, 1999) [8] [9] showed 
that there is sensitivity between executive compensation and corporate perfor-
mance, that is, corporate performance is an important factor determining execu-
tive compensation. These research results support the optimal contract theory. 

3.2. Internal Salary Gap and Company Performance 

Theoretical analysis on the impact of the internal gap in executive compensation 
on corporate performance can be summarized into the following two categories: 
first, championship theory supports widening the gap in executive compensation 
based on the economic view; Second, based on the behavioral view, it is opposed 
that the salary gap is too large based on the equity theory.  

Tournament theory holds that the salary increase associated with a given 
promotion will affect the enthusiasm of employees who are below the work level. 
As long as the outcome of the promotion is unclear, employees have an incentive 
to work hard to get it. Therefore, the theory advocates that enterprises motivate 
employees through promotion. 

Jensen and Meckling (1976) [10] argue that the salary and promotion of an 
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enterprise can exert a strong incentive on agents’ efforts, and reduce their lazy 
and free-riding behaviors at the same time. This is also the prototype of the 
original championship theory. Lazear and Rosen (1981) [11] that increase the 
salary gap can improve attitude and create performance. Rosen (1985) [12] stu-
died principal-agent relationship with the method of game theory and con-
ducted a direct study on the salary gap. He believed that the motivation for the 
senior management team to continue to move forward was that with the im-
provement of the administrative level, the salary level and the salary gap between 
adjacent levels increased. Lambert, Lanen and Larcker (1989) [13] found that 
with the improvement of the ranking level of senior management, the pay gap 
between CEO and other executives was the most obvious, and there was a posi-
tive correlation between the gap of executive compensation and corporate per-
formance, which verified the tournament theory. Main, O’Reilly III and Wade 
(1993) [14] found that with the increase in the number of competitors, the 
chance of promotion would be reduced. Therefore, the salary gap between the 
CEO and the secondary manager should be increased to maintain a strong in-
centive effect. Once again, tournament theory was verified and the conclusion of 
behavioral theory was questioned. Henderson and Fredrickson (1996) [15] took 
American companies as samples and found that tournament theory was corre-
lated with CEO’s salary gap and could better predict the salary gap within the 
executive team. Using the data of state-owned enterprises, Liu and Sun (2010) 
[16] found that the internal salary gap between senior executives and employees 
was positively correlated with enterprise performance, and they also believed 
that the salary gap released the enthusiasm of senior executives and improved 
enterprise performance. Eriksson (1999) [17] found that the gap between execu-
tive compensation and business performance was significantly positively corre-
lated. In addition, Zhao and Wang (2016) [18] found that except for some finan-
cial companies, the executive compensation of most listed central enterprises is 
not high. The salary gap between senior executives and employees has a positive 
incentive effect on enterprise performance to a certain extent. It accords with the 
championship theory which is popular in academic circles. 

Some scholars support behavioral theory, which also known as social compar-
ison theory. Social comparison theory holds that each individual uses others as 
the yardstick of comparison to conduct self-evaluation in the absence of objec-
tivity. Everyone’s perception of his or her own salary is based on comparison 
with others. They believe that a large salary gap cannot bring about a positive 
impact on the enterprise, but is more likely to give employees a sense of exploi-
tation and injustice, reduce the enthusiasm of employees, and thus affect the 
performance of the enterprise. A small salary gap can generate continuous cohe-
sion and improve employee satisfaction, thus improving enterprise performance. 
At the same time, too large salary gap is easy to breed employee dissatisfaction, 
and then have a negative impact on enterprise performance. O’Reilly III, Main 
and Crystal (1988) [19] analyzed the salary of 105 top executives of fortune 500 
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companies and found that the salary gap within the executive team was weakly 
correlated with the company’s performance. Akerlof and Yellen (1990) [20] re-
placed the company’s performance indicators with good product quality, and the 
results showed that the wage level of different classes was significantly positively 
correlated with product quality. Siegel and Hambrick (1996) [21] and Siegel and 
Hambrick (2005) [2] have found that narrowing the salary gap can improve the 
degree of cooperation between employees, which is conducive to improving 
corporate performance and supporting behavioral theory. Zhang (2007) [22] and 
Lu (2007) [3] conducted an empirical study on the data of listed companies, and 
the results showed that the internal compensation gap of senior executives was 
negatively correlated with corporate performance. Zhang (2008) [23] found that 
the incentive effect of salary gap is lagging behind, studied the relationship be-
tween internal salary gap and future performance of enterprises, and found that 
the two are in a negative relationship. Wu (2011) [24] found a negative correla-
tion between executive compensation and enterprise performance from the 
perspective of promotion mechanism. This negative relationship is more ob-
vious in non-internal competition than in pure internal competition. Lu (2007) 
[3], Zhang (2008) [23] found that there was a significant negative correlation 
between salary gap and enterprise performance.  

Different from the above conclusions, some literature studies have found that 
there is not a simple linear relationship between salary gap and enterprise per-
formance, but an inverted U-shaped relationship. Lazear and Rosen (1981) [11] 
studied from the perspective of salary gap between senior executives and em-
ployees and found that there was still an inverted U-shaped relationship between 
salary gap and enterprise performance. 

The above two theories also have some intermediate effects. Shaw (2012) [25] 
found that there is a strong formal individual incentive and independence in the 
work, and the larger the salary gap, the better the work performance. On the 
contrary, for jobs that lack mutual independence and formal individual incen-
tives, the smaller the salary gap, the better the performance. Irlenbusch and Ru-
chala (2008) [26] conducted a further study on it and found that only when the 
relative remuneration was absolutely large, the higher the effort of employees, 
the less obvious the effect of too high or too low motivation on employees and 
the negative effect on the team. Domestic scholars have reached similar conclu-
sions, with the deepening of the research perspective is also expanding. Lu 
(2009) [27] found that behavioral theory and tournament theory are actually 
complementary from the perspective of endogeneity. After controlling the en-
dogeneity of the pay gap, the pay gap has an inverted u-shaped relationship with 
the company’s performance. Chen and Zhang (2011) [28] added “destructive” 
factors into the competition model to study the influence of salary gap on enter-
prise performance, and found that they presented an inverted U-shaped rela-
tionship. Lv (2014) [29] added the influence of corporate personality differences 
on them and came to the same conclusion. Lu (2010) [30] looked at the rela-
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tionship between the two from the perspective of CEO source and found that the 
salary gap was conducive to the improvement of performance when the CEO 
was just replaced, while the widening of the salary gap was not conducive to the 
performance of the enterprise when the CEO was succeeded from the outside 
and the CEO held two concurrent posts. Based on the perspective of enterprise 
life cycle, Wang (2013) [31] found that tournament theory is more applicable to 
explain enterprises in the growth and maturity stages, while behavioral theory is 
applicable to the decline phase of enterprises. In addition, some scholars have 
studied the relationship between salary gap, investment efficiency and informa-
tion disclosure. Liu and Feng (2015) [32] found that a large salary gap can pro-
mote enterprises to expand the scale of investment and improve the investment 
level and business performance of enterprises. Wang, Xiang and Yin (2015) [33], 
Wang and Xiang (2015) [34] found that the salary gap had incentive effect on 
the company’s performance prediction behavior within a certain limit, and had 
negative incentive effect if it exceeded a certain limit. Yang and Wang (2014) 
[35], Zhang and Ma (2014) [36] found that the greater the salary gap, the higher 
the degree of earnings management, and this relationship is affected by the de-
gree of ownership concentration and the nature of property rights. 

3.3. External Salary Gap and Company Performance 

Executive incentive usually includes two forms: explicit incentive and implicit 
incentive. The former mainly refers to monetary compensation incentive, which 
is stipulated in a clear contract form and can be further divided into salary con-
tract, bonus plan, equity plan and option contract. 

Implicit incentive is either lack of clear contract, or just a rule of principle, the 
common form of on-the-job consumption, insider trading income, political 
promotion and so on. The external salary gap corresponds to the internal salary 
gap. As an important monetary salary system design, it reflects certain social 
distribution characteristics and is an important explicit incentive form for senior 
executives. Scholars at home and abroad have conducted in-depth research on 
the phenomenon of external salary gap incentive and obtained rich research re-
sults. Studies such as Bizjak, Lemmon and Naveen (2008) [37], Faulkender and 
Yang (2010) [38] show that external salary gap has a positive value incentive ef-
fect, which can promote the improvement of economic benefits and corporate 
value. 

Faulkender and Yang (2010) [38] found that when executive pay is low, nei-
ther on the executive incentive effect, nor on the loss of competitiveness in the 
talent market, the company general executive compensation will be determined 
in the industry benchmark compensation levels, therefore further enhance the 
level of industry benchmark compensation. And industry benchmark salary level 
of ascension will bring a new round of pay growth, thus forming a “Whoopi lake 
effect”. Other scholars have also conducted in-depth research on the incentive 
effect of external salary gap. Wu, Lin and Wang (2010) [39] found that there was 
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a positive correlation between positive excess compensation and performance of 
non-state-owned enterprises, while there was no significant correlation between 
negative excess compensation and performance. Jiang (2010) [40] showed that 
the industry average salary level is an important factor affecting the company’s 
executive compensation, and the company often takes the industry average sala-
ry level as the benchmark salary, so that the company’s executive compensation 
is equal to or higher than the benchmark salary, so as to generate corresponding 
incentive effect on the executives. Luo, Rang and Li (2012) [41] believe that the 
external salary gap is positively correlated with the company’s performance, and 
that the external salary gap can promote the improvement of the company’s 
value. 

The above literatures show that external salary gap has value incentive effect, 
but does it show a incentive effect? According to Zou and Liu (2012) [42], when 
the demand for compensation reaches a saturation state, the marginal utility of 
executives in a dominant position is close to zero or even negative. The empiri-
cal test results of Shi and Yang (2013) [43] show that the internal and external 
salary gap of the senior management team has an inverted U-shaped relation-
ship with the company’s future performance. Qi and Zou (2014) [44] showed 
that the external equity of executive compensation significantly affects the per-
formance of enterprises, and there is a range effect, which leads to the opportu-
nity cost of fair distribution. Therefore, there should be a non-linear relationship 
between external salary gap and company value: within a certain limit, external 
salary gap has incentive effect and has a positive impact on company value; 
Beyond a certain limit, the external salary gap not only has no incentive effect, 
but also brings negative impact on the company’s operation. The external salary 
gap has anti-incentive effect. 

Wang and Xiang (2015) [34] study found that the external influence on the 
behavior of earnings forecast basically pay gap is inverted “U” shaped relation-
ship: inside certain limits has incentive effect on firm performance forecast be-
havior, with the increase of external compensation gap, increasing the quality of 
the earnings forecast information, timeliness, improved its decision usefulness, 
embodied in executive motive; Beyond a certain limit, there is a negative incen-
tive effect. As the external salary gap increases, the quality of performance pre-
diction information decreases, timeliness decreases, and tendency tends to be 
conservative. There is no evidence that executive power affects the effect of ex-
ternal salary gap on the behavior of corporate performance prediction. Further 
research shows that with the increase of on-the-job consumption, the influence 
of on-the-job consumption on the company’s performance prediction behavior 
is basically inverted u-shaped. From the perspective of property rights, Li, Qin 
and Hu (2014) [45] found that the formulation of executive compensation in 
China was greatly affected by the growth of industry compensation, thus wea-
kening the effectiveness of external compensation gap incentive. The greater the 
executive power of state-owned enterprises is, the more their compensation in-
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creases in that year. The executive power also weakens the incentive effect of ex-
ternal salary gap. 

4. Research Review on Executive Compensation Gap and  
Corporate Performance 

In conclusion, executive pay gap in this field and business performance research 
to present the following characteristics: 1) The research object, from the sample 
area in the United States, in Europe, to developing countries, in China also 
gradually to the addition of Chinese characteristics such as property right nature 
of the research, and international comparisons are emerging. 2) In terms of re-
search methods, theoretical research and empirical research go hand in hand. At 
present, empirical research is dominant, and empirical research has gone from 
simple at the beginning to complex now, more detailed and more effective. 
Firstly, variables of internal and external salary gap are more detailed and diver-
sified. Second, control variables and regulatory variables are more sophisticated, 
more evidence-based and more systematic. Thirdly, the application of data 
processing methods includes not only simple correlation analysis, variance anal-
ysis and linear regression analysis, but also more complex structural equation 
models that allow measurement errors and deal with the covariance between va-
riables, as well as more sophisticated simultaneous equations models that con-
trol the endogeneity of variables. 3) On the research results of the internal pay 
gap, although there is debate tournament theory and behavior theory, the aca-
demic circles pay gap between the direct and the indirect influence on enterprise 
performance has reached a preliminary agreement, only on the specific impact 
continues to explore, and has the theoretical and practical value are given a va-
riety of competing explanations for the follow-up study. For some scholars, no 
matter they find that there is a positive correlation between salary gap and en-
terprise performance (Eriksson, 1999; Mahy, Rycx and Volral, 2011; Li and Hu, 
2012; Gong, 2015; Zhao and Wang, 2016) [17] [18] [46] [47] [48], negative cor-
relation (Zhang, 2007; Lu, 2007; Wu, 2011) [3] [22] [24] or inverted U-shaped 
linear relation (Lazear and Rosen, 1981; Zhang and Yang, 2015; Hao, 2016) [11] 
[49] [50], and for the external salary gap, its incentive effect has also been recog-
nized by everyone, and most people believe that it has the characteristics of in-
verted u-shaped linear relationship. To prove the different linear relationship, 
the possible research sample selection method, variable selection, whether com-
panies are mature and empirical methods, different enterprise characteristics, 
such as a more important reason is that both the research in some degree the ef-
fect will be seen as “absolute effect”, trying to find out the internal or external 
salary gap and the relationship between the universality and absoluteness of en-
terprise performance, and that this does not change due to objective factors, and, 
in fact, the relationship itself is very complicated. In fact, in reality gap between 
internal and external compensation and the relationship of the corporate per-
formance is affected by various factors, coupled with a long theoretical research 
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conclusion let we have reason to guess, the diversity of internal and external 
compensation gap between corporate performance and not absolute effect, the 
relationship may be of contingency, its existence, strength and direction are the 
regulation of some key variables. The existence level and state of other factors 
have a deep impact on the relationship between them. In view of this, the “con-
tingency effect” perspective was introduced to study the relationship between the 
two, and specific situational adjustment variables were selected and combined to 
further the study and explore the relationship between internal and external sal-
ary gap and enterprise performance from various influencing factors. 

5. Research Prospect of Executive Compensation Gap and  
Enterprise Performance 

To sum up, there are three main research trends in this field: 1) More emphasis 
on vertical deepening development. With the gradual maturity of the research, 
the research topic selection is more detailed, the research context is more specif-
ic, the research method is more diversified, the research content is deepening, 
the variable measurement is more accurate, and the explanation of the new gap 
between senior executives and enterprise performance is more diversified. 2) 
More emphasis on comparative studies. Driven by the trend of vertical deepen-
ing, comparative research has been increasingly applied in this field, in order to 
better understand the essential characteristics of the relationship between execu-
tive compensation gap and enterprise performance and to obtain new findings. 
More scholars began to explore the differences and similarities of executive 
compensation gap and the role of corporate relationship in different countries, 
industries, regions and ownership enterprises from the perspective of compara-
tive research, as well as the differences and similarities of executive compensa-
tion gap and corporate relationship under different life cycle backgrounds. 3) 
More emphasis on contingency perspective. It has been the latest trend of re-
search in this field to admit that the gap between executive compensation and 
corporate performance is a “contingency effect” rather than an “absolute effect”. 
Therefore, more and more scholars are interested in exploring the key contin-
gency factors that can influence the internal relationship between executive 
compensation gap and enterprise performance based on the contingency pers-
pective Element. Based on the above cognition, we expect that China’s research 
in this field should (and will) make great progress in the following aspects in the 
future: 

First of all, in order to comply with the trend of deepening the longitudinal 
development, future research should: 1) In terms of data collection methods, 
field survey data should be used to promote the in-depth development of the re-
search. Existing studies only consider the result fairness of salary distribution 
but ignore the procedural fairness. In fact, the compensation decision-making 
and payment process, as well as how to explain the compensation system and 
compensation status quo to senior executives, will have an important impact on 
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their attitude and behavior, thus affecting the formation of enterprise perfor-
mance. Obviously, these data are not available in the public data of listed com-
panies in China. Unfortunately, at present, most domestic researches are empir-
ical data sources of public information of listed companies, so detailed data re-
lated to the fairness of executive compensation distribution process are not 
available, which weakens the accuracy and effectiveness of the research results. 
In view of this, future research should not only carry out empirical research 
based on the second-hand data published by listed companies, but also conduct 
in-depth field investigation to obtain specific and in-depth primary data and 
promote the in-depth development of research. 2) In the design of variable 
measurement, further strengthen the combination of objective indirect mea-
surement and subjective direct measurement to promote the in-depth develop-
ment of research. Pay gap measurement, for example, in the listed company to 
the public in traditional research objective data measurement of executive pay is 
only part of the “ought to be” static power, and in a larger extent, belongs to the 
internal pay gap, as executives are also affected by external compensation gap, 
the enterprise is based on the actual effect in the influence of internal and exter-
nal compensation gap together, so in the past with objective data to measure ef-
fectiveness of listed companies. Obviously, it is necessary to supplement it with 
direct sensory measurement in order to more accurately reflect the characteris-
tics of the pay gap. Therefore, the future research to executive pay gap, and the 
corporate performance research variables using a variety of measurement me-
thods, using a variety of measurement to test the robustness of the empirical 
model, and stratified random sampling method is used to select the large capac-
ity sample, improve the estimation precision, reduce the sampling error, ensure 
that research conclusion robustness, strengthening the credibility of research 
conclusion, expanding the scope of the research conclusion. 3) In terms of data 
analysis methods, guided by scientific cross-level research design idea, mul-
ti-level data analysis method is adopted to push the research to a deeper devel-
opment. The existing researches mostly study the executive compensation gap at 
a single level, and the empirical model design also lacks the consideration of 
cross-level issues. In fact, the research on this issue involves at least the variables 
of the individual level and the organizational level, and has the characteristics of 
the individual level sex, the performance consequences of executive pay gap, 
both affect individual performance and enterprise performance. Therefore, it is 
likely that there will be a cross-level fallacy in previous studies. Future study 
should across the level of scientific research design, such as the macro-micro 
level connection of classical “bath” model was studied by means of hierarchical 
design, integrated application of analysis (WABA) between groups within the 
group, and hierarchical linear model (HLM) and cross level computation analy-
sis (CLOP) multidimensional data analysis methods, such as, in order to avoid 
errors across levels of cesarean. 

Secondly, in order to comply with the trend of emphasizing comparative re-
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search, future research should: 1) In terms of research objects, strengthen the 
comparative study of the impact of the salary gap between the newly appointed 
CEO and the senior CEO on enterprise performance. Current research mostly 
ignores the differences between new CEOs and senior CEOs. Existing literature 
study is essentially based on the root of the “CEO self-interest” hypothesis, the 
CEO may be suitable for senior, but based on the following two reasons, CEO is 
not suitable to be appointed for the first time: from the objective environment, 
CEO to be appointed in the “spotlight”, the board of directors, shareholders and 
the public and so on various stakeholder groups have enough incentive pay close 
attention to its power In operation, all kinds of formal communication and supervi-
sion mechanism arrangements such as information disclosure, decision-making 
consultation, reporting and explanation for decisions made by first-term CEO 
will be more strictly implemented, so that first-term CEO will face greater su-
pervision intensity and anger cost. Objectively, his behavior space and power 
capacity are obviously different from those of senior CEO. From subjective in-
tention, compared with senior ceos, to be appointed the current CEO group 
have higher professional quality, more full of enthusiasm and professional ideal, 
more focused on their future career prospects rather than short-term interests in 
order to more long-term perspective, and with the enterprise has not left over 
from history “should not have to” various interest disputes, have stronger com-
pletes the subjective desire of enterprises, the behavior way, obviously different 
from senior chief executive power. In other words, the starting point of a new 
CEO’s basic decision-making is more about profit than self-interest. Therefore, 
the incentive effect of executives in different periods has a direct impact on en-
terprise performance. 2) A comparative study should be conducted not only on 
the manipulation effect of executive compensation gap of managers’ autonomy 
in different countries in the world, but also on the executive compensation gap 
and enterprise performance in different provinces in China. 

Finally, in order to comply with the trend of strengthening the “contingency” 
perspective, future studies will focus on finding the key contingency factors 
among many possible factors, and conduct in-depth comparative studies on the 
adjustment effect of these key contingency factors on the relationship between 
manager autonomy and executive compensation gap. Existing research is very 
disagreeable to the relations, the difference in variable metric method and sam-
ple selection such as different empirical methods, and the difference in the effect 
seen as “absolute effect”, trying to find out the gap of executive compensation 
and corporate performance. The relationship between universality and abso-
luteness is not due to objective factors change. 

Under the guidance of this view, although the academic community has 
reached a preliminary consensus on the relationship between executive com-
pensation gap and enterprise performance, there is no consensus on the strength 
and direction, and the explanation of the occurrence and evolution mechanism 
of the manipulation effect is not effective enough. Therefore, the research in this 

https://doi.org/10.4236/ajibm.2019.91009


J. Gao 
 

 

DOI: 10.4236/ajibm.2019.91009 120 American Journal of Industrial and Business Management 

 

field needs to be further deepened. In fact, the diversity of CEO’s attitude and 
preference towards executive compensation gap in reality, together with the di-
versity of theoretical research conclusions for a long time, makes it reasonable to 
guess that executive compensation gap and enterprise performance are not ab-
solute effects, and the relationship between them may be. Because of this, the in-
troduction of the “contingency effect” point of view to study the relations of the 
two, selecting and combining with the specific situationally adjusting variable, 
the research into the deep, to understand the manager autonomy mechanism on 
executive pay gap control effect, and the existing research conclusion very dif-
ference, and the decision making process of executive pay gap in each related 
interest groups provide effective theoretical guidance is of great significance. At 
present, foreign corporate governance structure factors, such as the proportion 
of state-owned shares, the degree of ownership concentration, the proportion of 
institutional investors holding shares, the proportion of independent directors, 
the functional positioning of the board of directors, etc. And the characteristics 
of enterprise operation factors, such as knowledge cooperation needs, strategic 
types, cultural atmosphere, interpersonal trust, etc. In comparison, domestic 
scholars still lack significant results from the perspective of “contingency effect”. 
How the key contingency factors represented by the knowledge cooperation 
needs of the executive team affect the relationship between the executive pay gap 
and enterprise performance needs to be discussed in depth on the premise of na-
tional conditions. 
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