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Board of Directors’ Independence Compensation
Gap and Corporate Performance

YUAN Chunsheng  ZENG Birong  LIAO Chujun
( College of Finance Jiangxi Normal University Nanchang Jiangxi 330022 China)

Abstract: This paper test the relationship between compensation gap and corporate performance the effects of
board of directors’ independence on compensation gap and the effects of board of directors’ independence on the
relationship between compensation gap and corporate performance. Based on the research results of A — share listed
companies in Shanghai and Shenzhen from 2009 to 2014 it shows that a large compensation gap can improve the
company s performance and conform to the tournament theory. However higher board independence will reduce the
compensation gap and then reduce the effect of compensation gap on corporate performance improvement which is
consistent with the expectation of social equity theory. The research results show that the compensation gap has a
strong incentive effect while the independent directors pay more attention to the social equity problems caused by
the compensation gap. The research results have certain reference value to the establishment of enterprise compensa—
tion policy and the governance of the widening gap of resident income.

Key words: compensation gap; board of directors’ independence; company performance; tournament theory; so—

cial equity theory



