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An Empirical Study of Compensation Gap and O rganizational

Performance in the Company

Li Lin

( School of Fiance Nanjing University of Finance and Economics Nanjing 210023 China)

Abstract: There are two schools about tournament theory and behavior theory forming opposing viewpoint on research of

compensation gap and organizational performance in Academia. Most scholars analysis the relationship between executives com—

pensation gap and firm performance. But they ignore the impact of the

compensation gap between the other lowdevel executives

and ordinary workers on firm performance. This paper uses the data of listed companies in Shanghai and Shenzhen exchange

from 2010 to 2013. We confirm the relationship between compensation gap and firm performance through the empirical re—

search. We find that both executives” compensation gap and employees-other executives” compensation gap have a positive effect

on firm performance. This conclusion supports the tournament theory. There is an important enlightenment of inspiring manage—

ment to improve the level of firm performance.

Key words: top management team; compensation gap; firm performance; tournament theory, behavior theory
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