
Vice-Chancellor Pay and Performance: The Moderating Effect of Vice-Chancellor Characteristics





Mohamed Elmagrhi* and Collins G. Ntim**







Sustainable Finance Research Group*
Department of Accounting and Finance
School of Management
Swansea University
Swansea, UK








Centre Research in Accounting in Accounting, Accountability and Governance (CRAAG)**
Department of Accounting
Southampton Business School
University of Southampton
Southampton, UK 


To be cited as:

Elmagrhi, M. and Ntim, C.G. (2022). Vice-chancellor pay and performance: The moderating effect of vice-chancellor characteristics. Work, Employment and Society, Forthcoming

Vice-Chancellor Pay and Performance: The Moderating Effect of Vice-Chancellor Characteristics

Abstract
[bookmark: _Hlk50312083]This paper investigates the association between UK higher education institutions (HEIs) long- and short-term performance measures, and the pay of vice-chancellors/principals (VCs) in an era of intense neoliberalism/financialisation of HEIs, and consequently ascertains the extent to which the VC pay–performance nexus is moderated by VC characteristics. Using a longitudinal sample of UK HEIs, our baseline findings suggest that HEIs that prioritise meeting long-term social performance targets tend to pay their VCs low pay packages, whilst HEIs that focus on achieving short-term reputational performance targets pay their VCs high pay packages. We show further that the VC pay–performance relationship is moderated/explained largely by VC characteristics. Our findings are robust to controlling for alternative governance mechanisms, endogeneities, alternative performance measures and different estimation techniques. Our findings offer empirical support for optimal contracting and prestige theories with significant implications for the sector. 
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Introduction
The higher education (HE) sector has, and continues, to experience rapid neoliberal/financialisation reforms, not only in the UK, but also world-wide (Gerber and Cheung, 2008). Specifically, the HE sector is gradually moving towards private sector-oriented sources of funding, and this is often mainly due to significant cut of state funding available to HE institutions (McCaig and Lightfoot, 2019). Additionally, the HE sector is shifting towards a more market-orientated approach through the implementation of policies that are aimed at promoting student choice and competition (Geiger, 2006).  
The financialisation/marketisation of HEIs has negative consequences for the HE sector (Heery, 1998). These negative effects include, for example, rapid increases in: (i) tuition fees, borrowing and loan interest payment for students; (ii) financial debt for HEIs; and (iii) fixed-term contracts, casualisations, redundancies, workload pressures and perennial strikes by staff unions (Geiger, 2004). By contrast, there has been sharp reductions in: (i) staff pension entitlements, morale, and welfare; (ii) state funding; and (iii) graduate job opportunities (Taberner, 2018). These challenges have been noted to pose serious threat to the long-term sustainability of the HE sector (Walker et al., 2019). 
Additionally, the increasing financialisation/marketisation of the HE sector has resulted in shifting the focus of HEIs from delivering on their original long-term social transformation and civic responsibilities mandate (Hurt, 2012) (e.g., reducing gender pay/disability/gender/age/BAME employment gap/student dropout rate and widening access and participation for students from poor and disadvantaged backgrounds) towards pursuing short-term reputational performance targets in order to generate income (Taberner, 2018) (e.g., enhancing national/international reputation) (Geiger, 2004). The financialisation/marketisation of HE sector has, therefore, appeared to have encouraged VCs to inherently focus on achieving short-term observable (metric driven) performance targets (Walker et al., 2019), and this, arguable, seems to have turned VCs to behave as value-maximising agents, like CEOs of commercial corporations.
Discernibly, the consequences of HE financialisation/marketisation have, arguably, increased media debate and public attention about the fairness of VC pay, especially over the last five years[footnoteRef:1]. For example, the UK’s highest-earning VC of the University of Bath, resigned her post in 2018 following a pay controversy (Grove, 2018). Similarly, it was announced in 2018 that the VC of Bath Spa University received a payment of £808,000 in her final year and thereby generating increased debate over VC pay (Grove, 2018). Additionally, the VC of De Montfort University, resigned his post in 2019, following increased media publicity about the significant increase in his pay in 2018. Similar intense public debates relating to the pay of senior HE sector managers are common in other countries, such as Australia, Canada, New Zealand and US. These controversies/debates have, consequently, resulted in an increased focus by state bodies, regulatory authorities and professional associations, especially in the UK on VC pay (e.g., UK Parliament, Committee of University Chairs – CUC and Office for Students – OfS). For example, the CUC published its first governance code in 1995 (latest 2020) and separate HEI senior staff remuneration code in 2018 (latest 2021). These codes recommend that VC/senior manager’ pay packages should be fair, appropriate and linked to the performance of individuals/institutions. Similarly, the OfS and UK Parliament (OfS, 2019; Hubble and Bolton, 2019) published their independent report in 2019, which suggested that VC pay should be competitive, but high pay must be justified by high performance.  [1: Despite these controversies/debates and unlike discussions about executive pay in public corporations, VC pay in HEIs is often discussed separately from performance (Boden and Rowlands, 2020). This is mainly due to the difficulty in measuring performance, as unlike public corporations, HEIs are expected to fulfil multiple and mostly conflicting missions, often with high levels of heterogeneity in terms of stakeholders, inputs and outputs that are not easily observable by the general public (Dowsett, 2020).
] 

Meanwhile, and given that HEIs are expected to meet various short (e.g., annual national/international research/teaching rankings) and long-term (e.g., addressing key long-term societal challenges/inequalities) performance targets (Ballo, 2020; Dowsett, 2020), arguably and similar to large public corporations, the successful management of such complex institutions require equally highly talented and experienced senior management teams, who will need to be sufficiently remunerated if they are to perform at their best (Boden and Rowlands, 2020). However, and due to the increasing competition and financialisation/marketisation in the UK HE sector, it has been argued that VCs are more likely to focus on meeting short-term performance targets, since such targets are less costly and quicker to achieve, in order to justify their often relatively high pay (Walker et al., 2019).
Theoretically, much of the existing literature that examines the link between pay and performance has relied on two main theories:  optimal contracting (OCT) and prestige (PT) theories (Bebchuk et al., 2002; Focke et al., 2017). OCT suggests that highly paid managers are often subject to public scrutiny and criticism, and thus, they are likely to be motivated to improve the short-term performance targets of their institutions in order to justify their pay (Heery, 1998), and hence, OCT expects that HEIs that focus primarily on setting and meeting short-term performance targets to pay their VCs high pay packages.[footnoteRef:2] Specifically, and with increasing corporatisation (raising funds through traditional debt/bond markets) and managerialism, alternative corporate style pressures and agency problems, such as managerial short-termism and opportunism can emerge (Geiger, 2006). For instance, in order to protect their own pay rewards and respond to critical stakeholder demands (banks/lenders, government, students and trade-unions), market-driven HEI managers may be motivated to take kneejerk/myopic decisions that can help meet short-term performance targets (financial surplus and annual research/teaching rankings), but such decisions will impact negatively on long-term performance (graduate outcomes, BAME/disabled/female attainment/employment/pay gap, and widening access to poor/less privileged students). [2: For example, the current spate of rampant casualisations, compulsory/voluntary redundancies, research budget/pay cuts and hiring/promotion freezes in HEIs that have apparently been triggered by the on-going COVID-19 pandemic that is ostensibly meant to meet short-term performance targets, but set to impact negatively on long-term performance offers a good anecdotal evidence of this dysfunctional managerial behaviour arising from increasing corporatisation/financialisation/managerialism in HEIs. ] 

On the other hand, PT suggests that socially/community-oriented institutions are often more concerned about promoting good social relations and networks with the various groups of stakeholders in order to improve their reputation and long-term sustainability (Focke et al., 2017). This implies that HEIs that focus on meeting long-term social performance targets are likely to pay their VCs low pay packages. This is because committing to such long-term social performance targets can be costly in terms of investment, as well as likely to take relatively longer time to impact on social performance (Magnusson, 2016). Thus, PT predicts that HEIs that prioritise setting and achieving long-term social performance targets are more likely to pay their VCs low pay packages. 
Despite the increased controversy/debate relating to VC pay within UK HEIs and worldwide, empirical studies examining the impact of HEIs’ performance on VC pay are surprisingly rare, but particularly acute when it comes to studies that further explore the extent to which VC characteristics can moderate the VC pay–performance relationship. In particular, almost all of the existing empirical studies have been conducted in profit-oriented organisations (Jensen and Murphy, 1990). By contrast, studies examining whether executive pay is linked to performance in non-profitable organisations are rare (Williams et al., 2020). In terms of the HE sector, and to the best of our literature search, none of the existing studies has examined the link between both short- and long-term social performance and VC pay, nor the moderating effect of VC characteristics on the pay–performance nexus[footnoteRef:3]. This has, arguably, impaired current understanding of whether VC pay is linked to performance in HEIs. Nevertheless, this is an important academic and policy issue because unlike the current often emotionally charged, but non evidence-based public debate, our study can offer different and new insights by providing serious empirical evidence relating to the extent to which VCs are fairly/unfairly paid for their performance.   [3: Although no prior research has examined the relationship among VC pay, HEIs short- and long-term performance, VC characteristics and governance structures, there are few studies that are of closer relevance to the current study that need to be explicitly acknowledged (Bugeja et al., 2021; De Fraja et al., 2017; Walker et al., 2019). Our study differs from these past studies in two main ways. First, our study has a long-term social focus, whilst all the existing studies have short-term financial/economic focus. Specifically, extant studies have focused largely on either: (i) short-term financial/economic efficiency (Bachan and Reilly, 2015); and/or (ii) reputational/ranking (Johnes and Virmani, 2020) performance measures. By contrast, our study contributes to the extant literature by focusing primarily on long-term social performance measures, in addition to short-term financial/reputational performance measures and their impact on VCs’ basic, non-basic and total pay. Second, and given that governance structures can play an important role in influencing the pay–performance nexus (Bachan and Reilly, 2015), this study distinctively examines the role of governance in moderating VC pay and performance relationship. None of the existing studies have investigated this moderating relationship.] 

Consequently, and given the noticeable gaps within the existing literature, our study seeks to extend, as well as make a number of new contributions to the extant literature. First, we contribute to existing research by providing new systematic evidence on the levels of VC pay among HEIs, with specific focus on the UK. Second, we contribute to the current broader public and policy debates relating to the increased financialisation/marketisation of the UK HE sector by discussing the consequences arising from these reforms, with specific focus on VC pay and performance. Third, we contribute to the extant literature by providing first time evidence on the VC pay–performance nexus in HEIs, and this is done by examining the impact of HEIs’ short- and long-term performance proxies on VC pay. Finally, our study contributes to the extant research by investigating the extent to which VC characteristics can moderate the link between VC pay and HEIs performance.
The rest of the paper is structured as follows. The next section will review the literature and develop hypotheses. The following sections will present the methodology, and report and discuss the empirical findings, whilst the final section concludes the paper. 

Theory, empirical studies and hypotheses development
HEIs performance and VC pay
Theoretically, prior studies examining the link between an institution’s top management pay and performance have largely utilised two theoretical perspectives: PT and OCT (Bebchuk et al., 2002; Focke et al., 2017). PT indicates that CEOs may sometimes be concerned with meeting the long-term social interests of stakeholders in order to boost their social status and future job prospects in the labour market (Magnusson, 2016). Further, PT (Focke et al., 2017) suggests that socially/community-oriented institutions are often more concerned about promoting good social relations and networks with the various groups of stakeholders in order to improve their current and future reputation. This implies that HEIs that focus on pursing the long-term interests of stakeholders are more likely to pay their VCs low pay packages, since committing to such performance targets can be costly in terms of investment, as well as take comparatively longer time to impact on long-term social performance (McGuire et al., 2003). In this case, PT predicts that HEIs that prioritise meeting long-term social performance targets are more likely to pay their VCs low pay packages. 
Empirically, although VC pay has increasingly become controversial/debatable with considerable amount of anecdotal evidence/suggestions indicating that VCs may be receiving unjustifiably high pay packages that may not usually be linked to the long-term performance of their institutions (Grove, 2018), none of the existing studies have examined the link between HEIs’ long-term social performance and VC pay. This offers an opportunity to contribute to the extant literature in this area of research.  For example, and consistent with past evidence (Heery, 1998), McGuire et al. (2003) report a negative CEO pay–performance link for 374 US corporations. Of closer relevance to our current study are the findings of two studies by Milbourn (2003) and Focke et al. (2017), who report that some CEOs may accept low pay packages and pursue the long-term interests of stakeholders if doing so has the potential of improving their reputation and chances of securing more prestigious positions in the future labour market. With respect to the UK HEI context, and with increasing financialisaton/marketisation of the HE sector, market-driven VCs are expected to act in the best interests of powerful stakeholders (banks/lenders, government, students and trade-unions) by prioritising meeting short-term performance targets (financial/research/teaching rankings) over long-term social performance outcomes (BAME/disabled/female/employment/pay gap/widening access) in order to protect and/or increase their rewards. On this basis, and although no existing study has examined the link between VC pay and long-term social performance, we hypothesise that:
Hypothesis 1a: There is a negative association between VC pay and long-term performance in HEIs.

In contrast, OCT suggests that, executive pay arrangements result from independent negotiation between strong boards and less influential directors, resulting in the creation of incentives schemes that aim to optimise managerial performance (Bone, 2006). OCT also indicates that linking rewards to performance can be problematic, since it can encourage opportunistic managers to focus on meeting short-term performance targets in order to justify their often relatively hefty pay (Heery, 1998). OCT, therefore, expects HEIs that opt for short-term performance targets may pay high pay packages to their VCs. This is because they are more likely to be able to offer evidence of achieving such short-term targets, and thereby justifying the payment of equally high pay packages (Jenson and Murphy, 1990). Empirically, much of the extant literature has traditionally been conducted in profitable organisations (Jensen and Murphy, 1990), and the findings of these studies support the predictions of OCT and propose that pay is positively influenced by an institution’s achievement of short-term performance targets. In addition, prior studies have largely focused on the impact of financial performance instead of non-financial performance on executive pay, and hence this provides a great opportunity to make new contributions to the literature by examining the effects of both financial and non-financial performance measures on VC pay. 
For example and using a sample of 70 UK publicly listed corporations over the period 1981-1989, Main et al. (1996) report a positive association between CEO pay and short-term financial performance. In addition, Brickley and Van Horn (2002) find a positive association between short-term financial performance and CEO pay among 2,134 US non-profit hospitals. Of closer relevance to our current study, a few past studies have examined the effect of short-term financial (Johnes and Virmani, 2020) and/or reputational/ranking (Bugeja et al., 2021; De Fraja et al., 2017) performance on VCs’ pay, with the findings of most of these studies demonstrating that HEIs short-term performance is positively associated with VCs’ pay. For example, Walker et al. (2019), who focused mainly on VCs’ basic pay, report that research publication performance is positively related to VCs’ basic pay among UK HEIs. Similarly, Bachan and Reilly (2015) report that VCs’ pay is positively associated with HEIs’ financial and research income performance among 95 UK HEIs. Nevertheless, these studies have mainly focused on the short-term financial performance of HEIs, and surprisingly neglected the impact of HEIs’ long-term social performance on VCs pay. Therefore, the current study seeks to contribute to the extant literature by focusing heavily on long-term social performance measures, in addition to short-term financial/reputational performance measures and their impact on VCs’ basic, non-basic and total pay.
In terms of the UK HEI context, and as discussed earlier, the financialisation/marketisation of HE sector has increasingly encouraged the adoption of metric-driven approaches (financial/teaching/research rankings) to assess the performance of HEIs. Consequently, this, arguably, has turned VCs to behave as value-maximising agents, like CEOs of corporations, by motivating them to focus more on short-term financial/non-financial performance oriented-metrics in order to justify their high pay, and thus, we hypothesise that: 
Hypothesis 1b: There is a positive association between VC pay and short-term performance in HEIs.

The moderating effect of VC characteristics on the VC pay–performance nexus
As noted above, prior studies have largely investigated the direct link between pay and performance among profitable organisations and reported mixed results (Focke et al., 2017; McGuire et al., 2003). A major weakness of these studies is that they failed to consider the moderating effect of senior management characteristics on this relationship. It has been argued that the extent to which a HEI performance can influence senior management pay may be contingent on VC attributes, such as damehood/knighthood and tenure (Breakwell and Tytherleigh, 2010). Consequently, this study seeks to contribute to extant literature by examining the moderating impact of VC attributes (damehood/knighthood, age, gender, academic discipline/specialism and tenure) on the pay–performance nexus. These five VC attributes have been selected due to two reasons, they: (i) can be objectively measured/captured (Breakwell & Tytherleigh, 2010); and (ii) have been examined by prior studies, albeit within different research contexts (Adams and Ferreira, 2009). 
[bookmark: _Hlk64614600]Theoretically, PT suggests that long-tenured, reputable and older directors may often be committed to meet and represent the expectations of stakeholders in order to maintain and improve their social status in the labour market (Milbourn, 2003). Hence, PT predicts that older, reputable and long-tenured VCs are likely to accept pay packages that are linked to their institutions’ performance, and this can impact positively on the pay–performance nexus. By contrast, OCT indicates that long-tenured, older and reputable directors often possess high status in the labour market, since they usually have greater skills, knowledge and experience that are necessary to business competitiveness and success (Brickley  et al., 2010), and thus OCT expects that long-tenured, reputable and older VCs may receive high pay packages that may not necessarily be linked to their institutions’ performance, which can weaken the pay–performance nexus. 
With respect to VC gender, and from PT perspective, appointing female directors can enhance boardroom efficiency/independence by bringing diverse insights, perspectives and business contracts to a board (Adams and Ferreira, 2009), and this in turn can improve the pay–performance relationship. In contrast, OCT suggests that female directors tend to be less firm in their pay negotiations than male directors (Adams and Ferreira, 2009), and this in turn can weaken the pay–performance nexus. Further, and in terms of academic discipline/specialism, PT proposes that generalist directors tend to be more motivated to maintain and/or further develop their reputation within the job market (Bone, 2006), and thereby they may be more inclined to ensure that their pay reflects the performance of their institutions. By contrast, OCT indicates that generalist directors tend to have diverse experiences across different industries, greater expertise and better business networks than specialist directors (Custódio et al., 2013). Having such expertise is usually necessary to deal with uncertainty, operational complexity and competition (Milbourn 2003), and thus they may receive high pay packages that may not necessarily reflect their institutions’ performance. 
[bookmark: _Hlk105160786]Empirically, there is scarcity of studies investigating the moderating influence of managerial characteristics on the pay–performance relationship generally, but particularly in the HE sector, and thereby our study attempts to make original contributions in this area of research. The existing empirical evidence is generally consistent with the expectation of OCT and PT that HEIs’ top management attributes may moderate the link between pay and performance (Custódio et al., 2013). For example, Custódio et al. (2013) report that US public listed firms tend to pay generalist CEOs excessively high pay packages, which do not necessarily relate to performance. Similarly, Bebchuk et al. (2002) report that long-tenured managers often receive overly generous pay packages that do not necessarily relate to their performance among US publicly listed corporations. With respect to the age of directors, Brickley et al. (2010) report no link between CEO age and pay among 308 US non-profit hospitals. With reference to director reputation (Damehood/Knighthood), Milbourn (2003) finds that CEO reputation has a positive and significant moderating effect of the stock-based pay sensitivities among US publicly listed corporations. Finally, and in terms of executive gender, the findings of prior studies (Adams and Ferreira, 2009) suggest that gender diversity may enhance boardroom efficiency by increasing managerial monitoring, which can improve the performance–pay linkage. Therefore, and given that VC characteristics are expected to moderate the link between pay and performance, but no prior empirical evidence regarding this, our final hypothesis to be tested is that:
Hypothesis 2: VC characteristics significantly moderate the link between VC pay and long-/short-term performance in HEIs.

Methodology
Data and sample 
To test our hypotheses, we first identified the list of all UK HEIs using the Higher Education Statistics Agency (HESA) website as at 31/07/2014. There were 164 HEIs, consisting of universities, university colleges and other HEIs. HEIs included in our final sample needed to have annual reports for all the period of investigation from 2009 to 2014 and this resulted in excluding 47 HEIs with missing annual reports for one or more years. Therefore, our final sample consists of 117 institutions made up of 3, 8, 16 and 90 Northern Irish, Welsh, Scottish and English HEIs (58 Pre-1992 and 59 Post-1992). We started our analysis in 2009 because the 2007/08 global crisis had led to significant cuts in terms of funding available to HEIs (Geiger, 2004), as well as the labour-intensive nature of manually collecting the required data. The analysis ends in 2014 becuase it was the last year for which the required data was available when our data collection started. 
We utilised annual reports to collect data relating to VC basic and non-basic pay, community/social contributions index (7 items, each scored 0 or 1; see the online Appendix 1), corporate governance and HEIs financial data. In addition, we used HEIs’ websites to collect data on gender pay gap. HESA website has also been used to collect data relating to: (i) the proportion of young staff; and (ii) non-continuation of students in HE. Further, the following sources have also been used to collect data on HEIs short-term performance: (i) Quacquarelli Symonds – QS and the Times Higher Education –THE world university rankings to measure reputation; and (ii) The Complete University Guide (CUG) and the Guardian University Guide (GUG) to measure teaching quality. Data on VC characteristics was collected using both annual reports and HEIs’ websites.
Research variables and model 
To test H1a/b and H2, we created our research models and variables as follows. First, to investigate VC pay–performance link (H1a/b), our main dependent variable is VC pay. Following classification provided by the CUC (2018, 2021), we define VC pay as total pay, consisting of: (i) basic (salary); and (ii) non-basic (bonuses; healthcare, housing and transport allowance; pension contributions; and other in-kind benefits) pay. Further, and following prior studies (Schaefer, 1998), VC pay is scaled by HEIs’ total income to control for any possible size-effects. Second, our main explanatory variable is HEIs’ long- and short-term performance. We used four social outcomes to measure long-term social performance. First, we employed HESA performance indicator relating to non-continuation in HE (NLHE), to capture UK HEIs’ support for student retention. Second, we developed a broader social contribution index, named Community/Social Contribution Index (CCI). The third social outcome is gender pay gap (GPG), which is measured as the average difference between males and females’ earnings divided by males’ earnings (Gerber and Cheung, 2008). Finally, and following classification provided by HESA and past evidence (Ballo, 2020), we computed the proportion of young academic and non-academic (PYS) staff to the total number of academic and non-academic staff aged 35 and under in order to measure HEIs’ contribution to the employment of young staff[footnoteRef:4].  [4: Prior research (Franzen and Kassman, 2005) suggests that unemployment among young people has serious damaging consequences for individuals, economy and society through increased feelings of social exclusion, reductions in income/tax revenues, increased long-term dependency on social welfare/unemployment benefits, and increased likelihood of mental health problems. Therefore, HEIs are expected to contribute towards long-term social class progression/cohesion by offering employment opportunities to young people.] 

On the other hand, we use two main proxies encompassing various elements relating to reputation/teaching quality, to measure HEIs short-term performance (Dowsett, 2020). The first set of short-term measures relating to HEIs reputation comes from both QS and THE world university rankings. The second set of short-term measures relating to teaching quality comes from nationally published league tables (CUG; and GUG rankings). 
Third, and to test our second research hypothesis (H2) relating to whether VC characteristics moderate the pay–performance nexus, we created interaction variables between the VC characteristics (damehood/knighthood status – DAM, gender – GEN, age – AGE, educational background – EDU, and tenure – TEN) and HEIs’ long-term (NLHE, CCI, GPG and PYS) and short-term (QS, THE, CUG, and GUG) performance measures. 
[bookmark: _Hlk101466253][bookmark: _Hlk101466306]Fourth, and given that several studies (Brickley et al., 2010) suggest that senior management pay can be influenced by several other individual governance variables, we included six governance mechanisms, as control variables in our models. These variables are: the presence of an independent remuneration committee (PRC); the presence of a governance committee (PGC); executive management team size (EBSZ); executive management team diversity (EBDV); executive management team meeting (EBME); and change in VC (VC Change). Finally, we control for number of general HEIs characteristics in order to reduce the possibility of omitted variable bias. These variables are: dummy for post-1992 (PST_92); size of audit firm (BIG4); leverage (LVR); liquidity (LQD); HEI size (HEIZE); growth (GRT); expenditure (CXP); HEI year dummy (HEIYD); and HEI country dummy (HEICD). For brevity, the list of all the variables used in our analysis and their full definitions/data sources are presented in the online Appendix 1. 
Accordingly, we estimate our main models using a random-effects[footnoteRef:5] estimator as follows: [5: Given that our data is panel in nature and thus, using OLS regression may not be able to take into account unobserved HEI-specific heterogeneities ((e.g., differences in: (i) VC talent, skills, network, reputation, and experience; and (ii) HEIs location, mission, size, business culture and governance arrangements)) (Focke et al., 2017), we first run fixed- and random-effects models. We next used Hausman specification test to select the appropriate models. The p-values of the test for all the estimated models are above 5%, indicating that random-effects models are better specified compared to fixed-effects ones for our data. For brevity, our OLS baseline findings have not been reported in this paper, but available upon request. We are grateful to an anonymous reviewer for this suggestion.] 


(1)
Where: VCP refers to VC basic, non-basic and total pay; HEIP refers to HEI short-and long-term performance; and CNTS refers to control variables, including the presence of an independent remuneration committee (PRC); the presence of a governance committee (PGC); executive management team size (EBSZ); executive management team diversity (EBDV); executive management team meeting (EBME); and change in VC (VC Change), dummy for post-1992 (PST_92); size of audit firm (BIG4); leverage (LVR); liquidity (LQD); HEI size (HEIZE); growth (GRT); expenditure (CXP); HEI year dummy (HEIYD); and HEI country dummy (HEICD).

Findings
Descriptive and univariate analysis
Summary descriptive statistics of the study’s variables are presented in Table 1. Overall, the results indicate that there is wide variability in the distribution of our variables. For example, Panel ‘A’ of Table 1 shows that VC basic pay ranges from a minimum of £108,000 to a maximum of £577,000 with a mean value of £225,030. Similarly, VC total pay lies between £122,000 and £623,000, with a mean of £261,710. Additionally, Table 1 suggests that VC non-basic pay forms a small fraction of total VC pay. Specifically, the mean VC non-basic pay of £36,680 only represents about 14% of the mean total VC pay of £261,710, whereas the mean VC basic-pay of £225,030 represents about 86% of the mean VC total pay of £261,710. This evidence implies that VCs receive significantly high basic pay than non-basic pay packages. 
Table 1 here
Panels ‘B-F’ of Table 1 also reveal that there is wide variability in the distribution of VC characteristics, HEIs’ performance and control variables among our sample. For example, and similar to the findings of Breakwell and Tytherleigh (2010), Panel ‘B’ of Table 1 shows that VC gender ranges between 0 and 1 with an average value of 0.83, implying that UK HEIs are dominated by male (83%) VCs. A detailed discussion of the descriptive statistics of other VC characteristics, HEIs’ performance and control variables is included in the online Appendices 2 and 3. Further, to check the existence of any non-linearity/multicollinearity problems, we run both Pearson and Spearman correlation matrices and the results generally indicate that our data does not appear to suffer from any serious non-linearity/multicollinearity problems (see the online Appendix 4 for detailed discussion/results).

Multivariate analyses
HEIs long- and short-term performance and VC pay 
Table 2 presents the multivariate regression estimates of the effect of UK HEIs’ long-term (students’ non-continuation in HEI and community/social contributions) and short-term (QS and THE world university rankings) performance on VC pay (basic/non-basic/total)[footnoteRef:6]. Overall, the obtained results show that long- and short-terms performance indicators are important in explaining the observed differences in the VC pay.  [6: We have also used other long-term (proportion of female, disabled and BAME staff; proportion of students employed/schooling six months after graduation; and widening participation) and short-term ((Research Assessment Exercise/(RAE)/Research Excellence Framework/(REF) to measure research quality; and National Student Survey/NSS)) performance proxies. The results, which for brevity not reported, but will be available upon request, are generally similar to those reported in Table 2 (also see the online Appendix 5 for additional detailed results). We have also used short-term financial (return on assets/ROA and equity/ROE) performance proxies and the results are reported in the online Appendix 6.] 

First, and with regard to the impact of long-term social performance on VC pay, the reported results in Models 1–6 of Table 2 indicate that HEIs that focus on setting and meeting long-term performance tend to pay (basic/non-basic/total) their VCs significantly lower pay packages than their short-term oriented counterparts. Specifically, the reported results in Models 1–3 in Table 2 indicate that student non-continuation in HE is negatively and significantly associated with VC pay, which offers new evidence that is in line with H1a, and the predictions of PT that HEIs with long-term orientation are likely to have strong incentive to invest in order to improve student retention and continuation rates. This can boost their reputation, as well as attract more future students (Geiger, 2006), and this in turn can impact negatively on VC pay. Second, our results in Models 4–6 in Table 2 indicate that HEIs that focus on meeting the expectations of the wider community/society tend to pay low packages to their VCs, which is also consistent with PT expectations that VCs in long-term oriented HEIs are often more concerned with enhancing their social status and building better relationships with key stakeholders (government agencies, students, parents, donors, unions and the wider community), and thus they often tend to invest heavily in environmental and socially friendly activities (McGuire et al., 2003), and this in turn can impact negatively on their pay packages.
[bookmark: _Hlk101424772]Third, Models 7–12 present the multivariate regression estimates of the impact of HEIs short-term performance indicators (QS and THE rankings) on VC pay. Overall, the results indicate that VC pay is positively associated with HEIs short-term performance, irrespective of the performance or pay metric used. For example, the reported results in Models 7–9 and 10–12 (Table 2) reveal a significant positive effect of QS and THE rankings on VC (basic/non-basic/total) pay, evidence supporting H1b that UK HEIs that prioritise setting and achieving short-term performance targets tend to, on average, pay their VCs higher pay packages than their long-term oriented counterparts. This finding indeed provides new empirical insights relating to existing debates about the fairness of VC pay. Our findings also offer empirical support for the results of past studies (Bachan and Reilly, 2015; Bugeja et al., 2021; De Fraja et al., 2017; Johnes and Virmani, 2020; Walker et al., 2019), who report that VC pay is positively associated with short-term performance. Theoretically, this finding is consistent with the predictions of OCT that linking rewards to performance can be problematic, since it can encourage self-serving managers to focus on setting and meeting short-term performance targets in order to justify their often hefty pay (Heery, 1998).
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The moderating effect of VC characteristics 
To further investigate the effects of potential moderators on the pay–performance link, we created interaction variables among VC characteristics, HEIs’ long- and short-term performance proxies, and the results are reported in Table 3. Noticeably, the interaction has improved the magnitude of the coefficients relating to the long-term (NLHE and CCI) and short-term (QS and THE) performance measures, which imply that VC characteristics significantly moderate the pay–performance nexus. This offers new empirical support for H2. For example, the magnitude of coefficients of NLHE and CCI have improved from -0.030 (Model 3) and -0.010 (Model 6) in Table 2 to -0.711 (Model 1) and -0.291 (Model 2), in Table 3, respectively, implying that VC characteristics generally moderate the link between HEIs’ long-term performance and VC pay. Further, the reported results in Table 3 (Models 3 and 4) indicates that the extent to which HEIs’ short-term performance influence VCs’ pay is contingent on VCs’ characteristics. 
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Regarding the interaction variables, our evidence reported in Table 3, suggests that VC characteristics have a moderation effect on the pay–performance nexus, which again supports H2. For example, and consistent with the predictions of PT (Focke at al., 2017), the coefficient of VC Age*HEI performance on VC total pay in Models 1 of Table 3 is negative and significant, implying that young VCs, particularly with increasing marketisation of HE sector, are less willing to support policies and practices that promote social contributions of HEIs, and this can in turn weaken the link between pay and long-term social performance of HEIs. Similarly, our evidence indicates that VC age positively and significantly moderate the short-term performance–VC pay link in Models 3 and 4 of Table 3, indicating that young VCs are more likely to focus on meeting short-term performance targets in order to establish and/or boost their social status and job prospects in the labour market (Milbourn, 2003).
Further, the reported results in Models 1, 3 and 4 of Table 3 indicate that VC gender diversity negatively moderates the QS Ranking–VC pay linkage, which is in line with H2 and predictions of PT that female VCs are more concerned with the wider social and public benefits of HEIs, and hence they are less likely to focus on meeting short-term performance targets (Adams and Ferreira, 2009), and this in turn can impact negatively on the short-term performance–pay relationship. 
Additionally, the reported results in Model 2 of Table 3 indicate that VC tenure positively moderates the community contribution index–pay nexus. This positive moderating impact of VC tenure is consistent with the predictions of PT that long-tenured VCs are often committed to meeting and representing the expectations of stakeholders by supporting long-term social contributions of HEIs (Breakwell and Tytherleigh, 2010), and thereby they are inclined to ensure that their pay reflects the long-tern social performance of their institutions. Finally, the insignificant impact of VC Damehood*HEI performance (Models 1–4) on total VC pay do not provide support for H2, as well as OCT and PT theories.

Robustness tests
We perform different additional tests to deal with various types of endogeneity issues and the usage of different proxies of performance. First, and in order to identify whether our results hold for the usage of different performance measures, we used alternative long-term (gender pay gap – GPG and percentage of young staff – PYS) and shot-term (GUG and CUG rankings). The results are presented in Models 1–2, 7 and 8 in Table 4, suggesting that our findings appear not to have been affected by the usage of alternative long- and short-term performance proxies.
Second, to control for possible endogeneity problems that may arise from simultaneous relationship among our study variables (e.g., current year’s HEIs performance can be affected by past year VC pay), the lagged effects are estimated in Models 3, 4, 9 and 10 of Table 4, whereby the current year’s VC total pay is affected by the previous year’s HEI performance and control variables. Using the lagged-effects model helps to mitigate possible problems associated with simultaneity endogeneity, by ensuring that current values of VC pay cannot affect past values of HEI performance and control variables. The obtained results in Models 3, 4, 9 and 10 of Table 4 remain very similar to those that have been reported in Models 3, 6, 9 and 12 of Table 2, implying that our findings seem to be robust to the estimation of a lagged structure. 
Table 4 here

Finally, and although great efforts were made to mitigate possible endogeneity problems among  our study’s variables by using lagged structure and random-effects models, Wintoki et al. (2012) argue that dynamic endogeneity can influence the association between dependent and independent variables, whereby the future values of the independent variables (i.e., HEIs short- and long-term performance) can be affected by the current values of the dependent variables (i.e., VC basic/non-basic/total pay), which in turn can be influenced by the past values of the independent variables (i.e., HEIs short- and long-term performance). Further, Wintoki et al. (2012) suggest that, and unlike random-effects, using dynamic-system GMM helps in alleviating possible endogeneity problems associated with unobserved institution-specific heterogeneities (i.e., HEIs performance and VC pay can jointly be determined by unobserved HEI-specific heterogeneities, such as differences in VC talent, skills, network, reputation, experience; and differences in HEIs location, mission, size, business culture and governance arrangements). In addition, and different from random-effects regression models, dynamic-system GMM controls for potential simultaneous endogeneity by allowing past values of dependent variables (i.e., VC basic/non-basic/total pay) to affect the current values of the independent variables (i.e., HEI short- and long-term performance). Therefore, and to address any potential unobserved heterogeneities, dynamic and simultaneity endogeneity, and following prior studies (Bone, 2006; Wintoki et al., 2012), we conducted dynamic-system GMM estimation. 
Dynamic-system GMM automatically generate its own internal instruments, which are derived from the lagged-values of the explanatory and dependent variables (Wintoki et al., 2012). We next performed different tests to check the validity of our instruments, including Arellano–Bond test for first-order (AR1) and second-order (AR2) serial correlation, as well as Sargan test for over-identification and difference-in-Hansen test for exogeneity. As shown in Table 4, all of our Models (5–6 and 11–12) pass the second-order (AR2) serial correlation test for the validity of employed instruments. Further, the results of Sargan test for over-identification and difference-in-Hansen test for exogeneity indicate that our instruments are valid. The results reported in Models 5–6 and 11–12 in Table 4 have similar directional signs and levels of significance, and hence our results appear not to be driven by any endogenous associations. 

Discussion and conclusions 
Research contributions 
This study has investigated the extent to which HEIs performance can impact on VC pay using a longitudinal sample of UK HEIs. Specifically and relying on insights drawn from optimal contracting (OCT) and prestige (PT) theories, we examine the impact of both: (i) long-term and (ii) short-term performance targets on VC pay, and consequently ascertain whether VC characteristics can moderate this relationship. In doing so, our study extends, as well as makes several new and original contributions to existing literature. 
[bookmark: _Hlk50311917]First, we offer systematic evidence for the first time on the level of VC basic, non-basic and total pay in the UK. We find that VCs in UK HEIs receive significantly higher basic pay than non-basic pay packages. Second, unlike much of the existing literature that has mainly been conducted in profitable organisations and focused mainly on financial performance measures (Jensen and Murphy, 1990), our study offers timely evidence in relation to the impact of HEIs long- and short-term financial/non-financial performance on VC pay. Our central evidence indicates that, on average, HEIs that commit to setting and meeting long-term social performance targets tend to pay their VCs less, whilst those that pursue short-term performance pay their VCs more. Specifically, our results indicate that VC pay is negatively related with HEIs long-term social performance, but positively related to short-term performance, and thereby offering support for the predications of both OCT and PT. In this case, our evidence extends existing finding that does not only show a positive link between VC pay and short-term financial performance (Johnes and Virmani, 2020; Walker et al., 2019), but also offer new evidence relating to the association between VC pay and long-term social performance. 
Finally, this study contributes to the extant literature by offering new insights on the moderating effect of VC characteristics on the pay–performance nexus. Our evidence suggests that the link between performance and pay has improved in HEIs with older, gender diverse and long-tenured VCs. In contrast, our evidence indicates that VC status and education background have insignificant moderating impact on the performance–pay nexus. Overall, our findings demonstrate further the VC pay is not only determined by the type of HEI performance (e.g., short-/long-term performance), but also other factors (e.g., VC/governance characteristics) with clear differences in their effects in terms of the direction, magnitude and statistical significance on the pay–performance nexus.  
Research implications
Our findings have a number of important implications for the various stakeholders of HEIs, such as student unions, past, current and prospective students, researchers, governing boards, employee unions, policy-makers, regulators/governments and taxpayers. For employee unions, policy-makers, regulators/governments and taxpayers, the positive link between VC pay and short-term performance provides empirical support for the current intense public debate that suggests that the pay of VCs may not always be fair/linked to long-term performance of their institutions. In fact, our evidence indicates that for VCs that commit to setting and meeting long-term socially transformative performance targets (community contributions/widening access), they are likely to receive lower pay than their counterparts that prioritise the achievement of short-term performance targets (rises in annual research/teaching rankings). For governing boards, senior management, staff and student unions, there appears to be a need for greater input and scrutiny in setting and distinguishing between short- and long-term priorities and performance targets, with greater emphasis placed on rewarding achievement of such long-term targets in comparison to short-term performance. One way of enhancing decision-making, including setting and evaluating HEIs’ performance may be broadening the senior leadership/management teams. In this case, our evidence indicates that women/ethnic minorities in particular are under-represented in senior leadership and management teams. Increasing the level of diversity within HEIs’ senior management teams and governing boards will be a step in the right direction. In addition, our moderating evidence indicates that young male VCs, who often replace older retiring VCs, are likely to push the logic of marketisation even further, as they are usually more concerned with meeting short-term performance targets in order to justify their pay, as well as to establish their own professional legitimacy. This finding implies that appointing older female VCs can be helpful in ensuring that UK HEIs deliver high long-term social performance that match the pay of their VCs. Similarly, the positive moderating effect of VC tenure on the community contribution index–pay relationship suggests that long-tenured VCs are more committed to meet and represent the expectations of stakeholders, and hence they are likely to accept pay packages that are linked to their institutions’ long-term performance. This finding can serve as a motivation for UK HEIs to retain long-tenured VCs, who often have greater skills, experience and knowledge that are necessary to deal with uncertainty, operational complexity and competition in the HE sector. Our findings also have important implication for researchers, since we offer early evidence relating to the impact of HEIs long- and short-term financial/non-financial performance proxies on VC basic, non-basic and total pay. Our study further provides early evidence regarding the moderating effect of VC characteristics on the pay–performance nexus. Therefore, future studies may offer new insights by drawing on our current research in conducting their VC pay–performance research.
Our findings have implications also for, and/or contribute to, the broader national/international public/policy debates regarding the financialisation/marketisation reforms that have been pursued in the HE sector over the past decades, especially in fostering dysfunctional senior leadership bahviour and strategies. Specifically, our study provides evidence that suggests that increasing financialisation/marketisation of UK HE sector has shifted HEIs from focusing and delivering on their original civic mandate of facilitating long-term social progression and transformation towards setting and achieving short-term financial surplus and reputational-oriented targets. For example, our findings indicate that financialisation policies may have encouraged the adoption of metric-driven approaches (teaching/research rankings) to assess the performance of HEIs, and this in turn, appear to have encouraged VCs to behave as value-maximising agents, like CEOs of corporations, by motivating them to focus more on the short-term performance oriented-metrics in order to justify their usually relatively high pay. Similarly, the short-term focus of VCs as motivated by pay means that HEIs are not committing to long-term investments, which may have negative consequences for individual HEIs and the sector. These negative consequences include increases in tuition fees, borrowing and interest payment for students, financial debt for HEIs, and casualisation/fixed-term/zero-hour contracts, perpetual strikes, redundancies, workload pressure and stress for staff. In contrast, reductions in staff pension entitlements, morale and welfare/wellbeing, and graduate job opportunities for students are observable, and thereby posing serious threat to the long-term sustainability of the HE sector. Together, these neoliberal-oriented reforms aimed at financialising HEIs have further impacted negatively on their ability to bring about social transformation, including reducing gender pay gap, student non-continuation rates, unemployment of young/disabled people, contribution to the wider community and in addressing other societal social inequalities.
Research limitations and opportunities for future studies
Although our study is important as it highlights the need to link VC pay to performance, it also suffers from a number of limitations, including focusing only on UK HEIs, and hence further research may offer new insights by extending our analysis by including HEIs from other developed and developing nations. Further, and given that it is difficult to manually collect the required data using annual reports, we limited our analysis to the period between 2009 and 2014, which can influence our results, and thus, as data become more easily accessible in the future, further research may extend our study by analysing longer periods of time. Additionally, and similar to most archival studies of this nature, our variables and measures for VC pay, performance, governance and VC characteristics, for instance, may or may not reflect practice. For example, future studies may consider measuring social performance by using some form of index instead of individual measures. Finally, we have only employed quantitative research approach to analyse our data and this may impair the generalisability of our results, and hence future studies may use qualitative data analysis techniques, such as in-depth case studies to further explore and better understand the impact of HEIs performance on VC pay, as well as the role of VC characteristics in explaining this link by interviewing HEI executives, government officials, governors, poly-makers/regulators, staff, students  and trade unions regarding these issues. 
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	Table 1. Descriptive analysis of the study’s variables

	Variable 
	Mean 
	Median
	SD
	Minimum
	Maximum

	
Panel A – VC pay (£000)

	    VC Basic Pay
	225.03
	220.00
	53.18
	108.00
	577.00

	    VC Non-Basic Pay
	  36.68
	  34.00
	15.25
	    3.22
	121.00

	    VC Total Pay
	261.71
	254.00
	59.08
	122.00
	623.00

	
Panel B – VC characteristics 

	    VC Damehood/Nighthood(dummy)
	    0.18
	    0.00
	  0.39
	   0.00
	   1.00

	    VC Gender(dummy)
	    0.83
	    1.00
	  0.38
	   0.00
	   1.00

	    VC Age(Years)
	  57.41
	  58.00
	  5.22
	 41.00
	      73.00

	    VC Educational Background(dummy)
	    0.37
	    0.00
	  0.48
	   0.00
	       1.00

	    VC Tenure(Years)
	    6.15
	    5.00
	  3.37
	   2.00
	     21.00

	
Panel C – HEI’s long-term performance indicators

	   Non-continuation in HE(no. of students)
	199.36
	150.00
	161.26
	0.00
	1,085.00

	    Community Contribution Index(%)
	43.27
	42.86
	18.74
	14.00
	100.00

	   Gender Pay Gap(%)
	15.95
	16.10
	5.67
	1.00
	36.00

	    Young Staff(%)
	29.56
	28.82
	6.72
	14.00
	54.00

	
Panel D – HEI’s short-term performance indicators

	    THE Ranking(number)
	371.47
	326.00
	263.87
	2.00
	901.00

	    QS Ranking(number)
	355.85
	321.00
	275.15
	1.00
	901.00

	    CUG Ranking(number)
	53.64
	52.00
	34.80
	1.00
	124.00

	    GUG Ranking(number)
	56.41
	55.50
	32.99
	1.00
	119.00

	
Panel E – Governing and executive board characteristics

	    PRC(dummy)
	  0.96
	  1.00
	  0.20
	  0.00
	    1.00

	    PGC(dummy)
	  0.18
	  0.00
	  0.38
	  0.00
	    1.00

	    EBSZ(number)
	11.60
	10.00
	  5.88
	  3.00
	  35.00

	    EBDV(%)
	34.56
	33.33
	16.11
	  5.00
	  83.33

	    EBME(number)
	14.13
	12.00
	  6.49
	  3.00
	  48.00

	    VC Change(dummy)
	  0.48
	  0.00
	  0.50
	  0.00
	100.00

	
Panel F – General HEI characteristics

	    PST_92(dummy)
	    0.48
	    0.00
	    0.50
	   0.00
	      1.00

	    BIG4(dummy)
	    0.74
	    1.00
	    0.44
	   0.00
	      1.00

	    LVR(%)
	  29.45
	  29.45
	  12.76
	   0.60
	     74.59

	    LQD(%)
	    1.99
	    1.23
	    6.92
	-48.11
	     51.87

	    USZ(£000,000)
	330.33
	228.26
	375.92
	   2.78
	3,033.40

	    GRT(%)
	    4.69
	    4.56
	    6.16
	-33.18
	     44.36

	    CXP(%)
	    0.63
	    0.60
	    0.32
	  -0.73
	       3.55

	Please refer to the online Appendix 1 for variable definitions.



	[bookmark: _Hlk98407679]Table 2.  VC pay and performance relationship (HEIs’ long-term performance)

	
Dep. Variable

(Model)
	Non-continuation in HE
	Community Contribution Index

	
	VC Basic Pay
(1)
	VC Non-Basic Pay
(2)
	VC Total Pay
(3)
	
	VC Basic Pay
(4)
	VC Non-Basic Pay
(5)
	VC Total Pay
(6)

	
Explanatory variables (HEI performance)

	    HEI Performance
	-0.027***
(.000)
	-0.005***
(.001)
	-0.030***
(.000)
	
	-0.007
(.209)
	-0.003***
(.004)
	-0.010*
(.090)

	\
Controls (governance mechanisms)

	    Presence of Remuneration Committee
	-0.006
(.842)
	-0.016**
(.022)
	-0.008
(.816)
	
	-0.014
(.661)
	-0.018***
(.010)
	-0.000
(.996)

	    Presence of Governance Committee
	-0.002
(.909)
	-0.004
(.925)
	-0.002
(.912)
	
	-0.004
(.856)
	-0.000
(.987)
	-0.004
(.890)

	    Executive Management Team Size
	-0.025**
(.019)
	-0.006
(.777)
	-0.025**
(.034)
	
	-0.022**
(.039)
	-0.001
(.595)
	-0.022*
(.064)

	    Executive Management Team Diversity
	-0.038**
(.015)
	-0.004
(.278)
	-0.042**
(.015)
	
	-0.041**
(.021)
	-0.004
(.269)
	-0.047**
(.019)

	    Executive Management Team Meeting
	-0.008
(.652)
	-0.009**
(.019)
	-0.017
(.381)
	
	-0.002
(.932)
	-0.008**
(.033)
	-0.012
(.565)

	    VC Change
	-0.002
(.353)
	0.002
(.682)
	-0.002
(.463)
	
	-0.003
(.232)
	-0.000
(.442)
	-0.002
(.380)

	
Controls (general HEI characteristics)

	    POST_1992
	0.061***
(.001)
	0.009**
(.019)
	0.069***
(.001)
	
	-0.039*
(.055)
	-0.005
(.185)
	-0.045*
(.051)

	    Auditing Firm Size
	-0.007
(.541)
	-0.002
(.435)
	-0.004
(.741)
	
	-0.004
(.739)
	-0.003
(.256)
	-0.000
(.982)

	    Leverage
	-0.014
(.699)
	-0.006
(.450)
	-0.010
(.801)
	
	-0.027
(.462)
	-0.005
(.521)
	-0.028
(.497)

	    Liquidity 
	-0.014
(.674)
	-0.006
(.467)
	-0.019
(.601)
	
	-0.002
(.956)
	-0.002
(.819)
	-0.000
(.995)

	    Size
	-0.054***
(.000)
	-0.011***
(.000)
	-0.064***
(.000)
	
	-0.057***
(.000)
	-0.012***
(.000)
	-0.066***
(.000)

	    Growth
	-0.002
(.666)
	-0.000
(.923)
	-0.002
(.673)
	
	-0.003
(.509)
	-0.000
(.777)
	-0.003
(.514)

	    Expenditure
	-0.039**
(.023)
	-0.000
(.879)
	-0.038**
(.045)
	
	-0.044**
(.016)
	-0.003
(.508)
	-0.044**
(.031)

	    Year dummies
	YES
	YES
	YES
	
	YES
	YES
	YES

	    Country dummies
	YES
	YES
	YES
	
	YES
	YES
	YES

	Constant
	1.111***
	0.214***
	1.304***
	
	0.996***
	0.209***
	1.165***

	R-sq
	0.528
	0.450
	0.456
	
	0.438
	0.392
	0.449

	Number of observations
	702
	702
	702
	
	702
	702
	702

	Please refer to the online Appendix 1 for variable definitions. *** Significance at the 1% level (p<0.01), ** Significance at the 5% level (p<0.05) and * Significance at the 10% level (p<0.10).



	
Table 2 (Continued).  VC pay and performance relationship (HEIs’ short-term performance)

	
Dep. Variable

(Model)
	       QS Ranking
	
	THE Ranking

	
	VC Basic Pay
(7)
	VC Non-Basic Pay
(8)
	VC Total Pay
(9)
	
	VC Basic Pay
(10)
	VC Non-Basic Pay
(11)
	VC Total Pay
(12)

	
Explanatory variables (HEI performance)

	    HEI Performance
	0.019***
(.000)
	0.004***
(.007)
	0.021***
(.000)
	
	0.016***
(.000)
	0.002
(.144)
	0.016***
(.002)

	
Controls (governance mechanisms)

	    Presence of Remuneration Committee
	-0.010
(.476)
	-0.017***
(.003)
	-0.003
(.872)
	
	-0.015
(.256)
	-0.016***
(.005)
	-0.001
(.931)

	    Presence of Governance Committee
	-0.010
(.374)
	-0.001
(.841)
	-0.008
(.526)
	
	-0.006
(.541)
	-0.001
(.786)
	-0.005
(.666)

	    Executive Management Team Size
	-0.002
(.638)
	-0.000
(.924)
	-0.003
(.655)
	
	-0.003
(.527)
	-0.000
(.814)
	-0.004
(.492)

	    Executive Management Team Diversity
	-0.009
(.280)
	-0.004
(.239)
	-0.004
(.660)
	
	-0.013**
(.050)
	-0.007**
(.029)
	-0.006***
(.000)

	    Executive Management Team Meeting
	-0.002
(.812)
	-0.011***
(.001)
	-0.010
(.314)
	
	-0.004
(.601)
	-0.010***
(.002)
	-0.008
(.378)

	    VC Change
	-0.000
(.994)
	-0.000
(.285)
	-0.001
(.707)
	
	-0.001
(.337)
	-0.001*
(.077)
	-0.000
(.943)

	
Controls (general HEI characteristics)

	    POST_1992
	-0.003
(.812)
	-0.002
(.612)
	-0.001
(.906)
	
	-0.003
(.788)
	-0.001
(.861)
	-0.005
(.665)

	    Auditing Firm Size
	-0.005
(.329)
	-0.003
(.174)
	-0.003
(.657)
	
	-0.004
(.428)
	0.004**
(.032)
	-0.001
(.872)

	    Leverage
	-0.028
(.147)
	-0.004
(.616)
	-0.027
(.214)
	
	-0.022
(.174)
	-0.002
(.728)
	-0.022
(.226)

	    Liquidity 
	-0.017
(.318)
	-0.002
(.735)
	-0.019
(.311)
	
	-0.004
(.775)
	-0.002
(.734)
	-0.006
(.715)

	    Size
	-0.022***
(.000)
	-0.006***
(.009)
	-0.028***
(.000)
	
	-0.023***
(.000)
	-0.007***
(.002)
	-0.029***
(.000)

	    Growth
	-0.000
(.769)
	-0.000
(.875)
	-0.001
(.734)
	
	-0.001
(.618)
	-0.000
(.823)
	-0.001
(.600)

	    Expenditure
	-0.006
(.560)
	0.002
(.617)
	-0.004
(.729)
	
	-0.008
(.339)
	-0.001
(.692)
	-0.006
(.514)

	    Year dummies
	YES
	YES
	YES
	
	YES
	YES
	YES

	    Country dummies
	YES
	YES
	YES
	
	YES
	YES
	YES

	Constant
	0.304***
	0.107***
	0.418***
	
	0.306***
	0.122***
	0440***

	R-sq
	0.518
	0.270
	0.513
	
	0.424
	0.180
	0.406

	Number of observations
	702
	702
	702
	
	702
	702
	702

	Please refer to the online Appendix 1 for variable definitions. *** Significance at the 1% level (p<0.01), ** Significance at the 5% level (p<0.05) and * Significance at the 10% level (p<0.10).








	Table 3. The moderation effect of VC characteristics on the performance–pay nexus

	Dep. Variable




(Model)
	VC Total Pay

	
	HEIs’ long-term performance
	
	HEIs’ short-term performance

	
	Non-continuation in HE

(1)
	Community Contribution Index 
(2)
	
	QS Ranking


(3)
	THE Ranking


(4)

	
Explanatory variables (HEI performance)

	    HEI Performance
	-0.711**
(.031)
	-0.291
(.370)
	
	-0.294*
(.068)
	-0.326*
(.056)

	
Interaction variables (VC characteristics*performance)

	    VC Damehood*HEI Performance
	0.005
(0.799)
	0.000
(.982)
	
	0.012
(.319)
	0.006
(.635)

	    VC Age*HEI Performance
	-0.164*
(.051)
	0.053
(.521)
	
	0.081**
(.044)
	0.082*
(.054)

	    VC Gender*HEI Performance
	0.008
(.567)
	0.022
(.190)
	
	-0.018**
(.030)
	-0.002
(.765)

	    VC Education*HEI Performance
	0.015
(.290)
	0.002
(.839)
	
	-0.001
(.906)
	-0.008
(.229)

	    VC Tenure*HEI Performance
	0.001
(.949)
	0.025**
(.043)
	
	-0.001
(.746)
	-0.003
(.380)

	
VC characteristics

	    VC Damehood
	-0.069
(.488)
	-0.038
(.325)
	
	-0.095
(.103)
	-0.082
(.191)

	    VC Age
	-0.581
(.171)
	0.299***
(.004)
	
	-0.204
(.398)
	-0.551**
(.036)

	    VC Gender
	-0.044
(.538)
	-0.007
(.742)
	
	0.109**
(.029)
	0.003
(.946)

	    VC Education
	-0.098
(.198)
	-0.025
(.323)
	
	-0.006
(.832)
	-0.053
(.174)

	    VC Tenure
	-0.010
(.823)
	-0.008
(.610)
	
	-0.011
(.537)
	0.015
(.455)

	Controls (governance mechanisms)
	YES
	YES
	
	YES 
	YES

	Controls (general HEI characteristics)
	YES
	YES
	
	YES 
	YES

	Constant
	3.783**
	0.040
	
	-1.112
	2.680**

	R-sq
	0.549
	0.430
	
	0.449
	0.447

	Number of observations
	702
	702
	
	702
	702

	Please refer to the online Appendix 1 for variable definitions. *** Significance at the 1% level (p<0.01), ** Significance at the 5% level (p<0.05) and * Significance at the 10% level (p<0.10).






	[bookmark: _Hlk98235492]Table 4. Robustness tests for the link between HEIs’ long-term performance and VC pay

	
Dep. Variable



(Model)
	ALTERNATIVE PROXIES
VC Total Pay
	
	LAGGED-EFFECTS
VC Total Pay
	
	SYSTEM-GMM
VC Total Pay

	
	Gender Pay Gap

(1)
	Percentage of Young Staff 

(2)
	
	Non-continuation in HE 

(3)
	Community Contribution Index
(4)
	
	Non-continuation in HE 

(5)
	Community Contribution Index
(6)

	
Explanatory variables (HEI performance)

	    HEI Performance
	-0.389***
(.002)
	-0.370***
(.000)
	
	-0.066***
(.000)
	-0.039***
(.005)
	
	-0.022***
(.000)
	-0.006***
(.004)

	
Controls (governance mechanisms)

	    Presence of Remuneration Committee
	-0.098***
(.002)
	-0.100***
(.001)
	
	-0.047
(.115)
	-0.114***
(.001)
	
	-0.000
(.992)
	-0.033***
(.000)

	    Presence of Governance Committee
	-0.003
(.831)
	-0.008
(.577)
	
	-0.002
(.909)
	-0.003
(.873)
	
	0.034***
(.000)
	0.055***
(.000)

	    Executive Management Team Size
	-0.043***
(.001)
	-0.047***
(.000)
	
	-0.037***
(.002)
	-0.057***
(.000)
	
	0.002
(.814)
	0.023***
(.000)

	    Executive Management Team Diversity
	-0.046*
(.061)
	-0.054**
(.028)
	
	-0.024
(.312)
	-0.038
(.169)
	
	0.012**
(.047)
	0.025***
(.000)

	    Executive Management Team Meeting
	-0.019
(.179)
	-0.017
(.234)
	
	-0.035***
(.010)
	-0.014
(.359)
	
	-0.011
(.282)
	-0.014*
(.081)

	    VC Change
	-0.007
(.232)
	-0.004
(.498)
	
	0.001
(.925)
	-0.000
(.970)
	
	-0.002
(.112)
	-0.004***
(.004)

	Controls (general HEI characteristics)
	YES
	YES
	
	YES
	YES
	
	YES
	YES

	Lagged-VCTP
	-
	-
	
	-
	-
	
	0.690***
	0.580***

	Constant
	1.779***
	1.783***
	
	1.493***
	1.636***
	
	0.601***
	0.476***

	AR (1) test p-value
	-
	-
	
	-
	-
	
	0.065
	0.060

	AR (2) test p-value
	-
	-
	
	-
	-
	
	0.487
	0.537

	Sargan test p-value
	-
	-
	
	-
	-
	
	0.400
	0.349

	Hansen (Diff) p-value
	-
	-
	
	-
	-
	
	0.562
	0.142

	R-sq
	0.447
	0.484
	
	0.580
	0.488
	
	-
	-

	Number of observations
	702
	702
	
	585
	585
	
	702
	702

	Please refer to the online Appendix 1 for variable definitions. *** Significance at the 1% level (p<0.01), ** Significance at the 5% level (p<0.05) and * Significance at the 10% level (p<0.10).





















	Table 4 (Continued). Robustness tests for the link between HEIs’ short-term performance and VC pay

	
Dep. Variable


(Model)
	ALTERNATIVE PROXIES
VC Total Pay
	
	LAGGED-EFFECTS
VC Total Pay
	
	SYSTEM-GMM
VC Total Pay

	
	Guardian Ranking
(7)
	Complete University Guide
(8)
	
	QS Ranking

(9)
	THE Ranking

(10)
	
	QS Ranking

(11)
	THE Ranking

(12)

	
Explanatory variables (HEI performance)

	    HEI Performance
	0.049***
(.000)
	0.028***
(.000)
	
	0.037***
(.000)
	0.035***
(.000)
	
	0.008***
(.003)
	0.009***
(.005)

	
Controls (governance mechanisms)

	    Presence of Remuneration Committee
	-0.203***
(.000)
	-0.143***
(.000)
	
	-0.094***
(.000)
	-0.102***
(.000)
	
	-0.056**
(.011)
	-0.043*
(.089)

	    Presence of Governance Committee
	0.008
(.475)
	0.003
(.849)
	
	-0.020***
(.007)
	-0.024***
(.002)
	
	0.014
(.159)
	0.009
(.135)

	    Executive Management Team Size
	-0.019*
(.053)
	-0.043***
(.001)
	
	0.000
(.953)
	-0.007
(.295)
	
	0.004
(.498)
	0.008
(.241)

	    Executive Management Team Diversity
	-0.012
(.912)
	-0.032
(.175)
	
	0.049***
(.001)
	0.039***
(.003)
	
	0.004
(.646)
	0.005
(.330)

	    Executive Management Team Meeting
	0.001
(.912)
	-0.011
(.437)
	
	-0.003
(.623)
	-0.004
(.571)
	
	-0.010
(.172)
	-0.007
(.361)

	    VC Change
	0.011**
(.028)
	-0.003
(.660)
	
	0.004
(.270)
	0.006*
(.087)
	
	-0.000
(.885)
	-0.000
(.700)

	Controls (general HEI characteristics)
	YES
	YES
	
	YES
	YES
	
	YES
	YES

	Lagged-VCTP
	-
	-
	
	-
	-
	
	0.695***
	0.790***

	Constant
	1.027***
	1.531***
	
	0.346***
	0.425***
	
	0.218***
	0.119

	AR (1) test p-value
	-
	-
	
	-
	-
	
	0.000
	0.000

	AR (2) test p-value
	-
	-
	
	-
	-
	
	0.858
	0.252

	Sargan test p-value
	-
	-
	
	-
	-
	
	0.579
	0.977

	Hansen (Diff) p-value
	0.564
	0.494
	
	0.651
	0.563
	
	0.737
	0.731

	Number of observations
	702
	702
	
	585
	585
	
	702
	702

	Please refer to the online Appendix 1 for variable definitions. *** Significance at the 1% level (p<0.01), ** Significance at the 5% level (p<0.05) and * Significance at the 10% level (p<0.10).




