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Abstract: The economic consequences of TMT horizontal pay disparities have been widely concerned, but few studies have
empirically explored the impact of TMT horizontal pay disparities on the R&D investment of enterprise. Based on the social
comparison theory and principal-agent theory, this study analyzes the logical relationships among TMT horizontal pay disparities,
board supervisory ability, and enterprise’ R&D investment. Using the empirical data of Chinese manufacturing listed companies
from 2007 to 2016, this study shows: First, TMT horizontal pay disparities have negative impact on enterprise’ R&D investment.
Second, incorporating the situational role of board supervision ability, it finds that board size, board turnover and duality weaken
the negative impact of TMT horizontal pay disparities on enterprise’ R&D investment. Furthermore, the negative impact of TMT
horizontal pay disparities on the enterprises’ R&D investment will further transmit the enterprises’ performance and eventually
lead to low performance. This study expands the literature’s understanding of the relationship between relative compensation and

enterprise’ R&D decisions and has important practical significance for enterprises to improve their corporate governance.
Key words: horizontal pay disparities, board size, board turnover rate, board duality, R&D investment
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