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ABSTRACT
Introduction
Recent media and public attention has focused on CEO compensation.    This study looks at the relationship between CEO compensation and several measures of firm performance across a wide variety of industries.  
Methodology
The study used a database of  CEO compensation for 200 large public companies which filed proxy statements with the SEC for 2007.  Total CEO compensation consists of:  base salary, cash bonuses, perks, stock awards, and option awards.  The measures of firm performance were:  year-to-year change in net income, year-to-year change in total shareholder return (TSR), and company revenue.  

Correlation and regression analysis were used to test various hypotheses.

Findings
The results of the study showed no significant correlation between total CEO compensation and change in net income or change in TSR.   However, there was a significant correlation between total compensation and total revenue.  In other words, the larger the company in terms of the sales, the more its CEO received.   The correlation coefficient (0.299) was moderately strong.  

Base salary was significantly correlated with total revenue (.188), but there was no statistically significant correlation between base salary and change in firm net income or change in TSR. 

CEO cash bonuses were significantly correlated with measures of firm performance -- change in net income, change in TSR and total company revenue -- but the correlation coefficients of  0.153, 0.156, and 0.290,  respectively,  were relatively weak except for company revenue.   
The value of perks, stock awards, and option awards were not statistically correlated with change in firm net income or the change in TSR.          
We also set up a regression equation with total CEO compensation as the dependent variable and change in net income, change in TSR, and company revenue as independent variables (predictors of CEO compensation).  Company revenue was the only significant variable as a predictor of CFO compensation but with a low r-squared (.10).    
While there is a presumed strong relationship between CEO compensation and firm performance, we did not find this to be the case.
Limitations
The findings were limited to companies included in the database, CEO compensation for one year- namely 2007, and measures of firm performance over one time period- namely from 2006 to 2007.  The results could be different for other years and time periods.  Further study and analysis are needed in this area.   

