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GRAPHICAL ABSTRACT
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The theoretical foundation
* functionalist paradigm
* agency theory

Highlights

We analyse the mutual relationship between CEO remuneration and a company’s performance
using a functionalist paradigm and agency theory assumptions.

We use a sample of large European firms for the period from 2009 to 2013.
While compensation and firm performance are endogenous we use a 2-SLS method.
Companies tie bonuses to ROA and bonuses enhances corporate accounting performance.

Compensation linked to Sharpe coefficient does not improve firm performance
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