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Beyond the Invisible Handshake: Global Evidence on

Transactional and Relational Orientations in CEO Pay

Abstract The debate between transactional and relational philosophies in business has
persisted for decades, yet there is a notable lack of measurements consistent with economic
methods to capture their varied impact on corporate governance limiting empirical research
contributions to this discourse. Utilising data from the Global Preference Survey and analysing
over 94,891 corporations across 25 countries, this study establishes novel metrics, which are
prevalent in behavioural economic literature but rarely used in management literature. By
integrating agency and relational theories, it examines the impact of the transactional and
relational orientations on CEO compensation on a global scale. The study finds that the
transactional orientation leads to higher compensation levels and a greater proportion of
variable pay, such as bonuses and stock options, while the relational orientation has the opposite
effect. Further analysis reveals that the outcome of ineffective compensation design is
significantly mitigated when both preferences are of a high level. This study also unveils the
heterogeneity of social preferences, highlighting aspects previously overlooked in corporate
governance literature, and advocates for a more effective hybrid contracting mode that

integrates both transactional and relational philosophies.
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