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It Goes without Saying: The Role of Employee Relations in Pay
Ratio Disclosure

Yu-Tzu Chang*
Department of Accounting
National Chengchi University
Taipei, Taiwan R.O.C.

Jiawen Liang
Department of Accounting
National Chengchi University
Taipei, Taiwan R.O.C.

Abstract
The SEC requires all publicly listed firms in the U.S. to disclose a CEO pay ratio for fiscal
years beginning on or after January 1, 2017. There is an ongoing debate whether firms will
mitigate negative public perception of vertical pay disparity by utilizing their discretion
permitted by the SEC to report a favorable pay ratio or provide explanatory information. This
study investigates determinants of firms’ disclosure behavior. Specifically, we examine
whether and how a firm’s performance in employee relations is associated with its pay ratio
disclosure. Results suggest that firms with superior employee relations use less discretion when
calculating and reporting the pay ratio. Furthermore, those firms are less likely to provide a
lengthy discussion or use spin language to justify their compensation practices. For firms that
provide a supplementary pay ratio, we also find that firms with better employee relations make
less downward adjustment. Overall, our results suggest that firms that value employee relations
are less likely to engage in opportunistic reporting when disclosing pay ratio information, a
finding that is consistent with legitimacy theory. This study has implications about the
importance and the informativeness of non-financial disclosures and growing demands for

greater transparency on human capital practices.

Keywords: Pay ratio disclosure; corporate social responsibility (CSR); employee relations
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Climate Change Risk, Environmental Management, and
Cost Stickiness

Nai-Yng Liu*
Graduate Institute of Accounting
National Central University

Hsuan-Lien Chu
Department of Accountancy
National Taipei University

Abstract

Using a sample of U.S. publicly held companies spanning a period between 2000 and
2018, this study examines the effect of climate change risk on firms’ asymmetric cost
reaction to sales changes (cost stickiness). We find that cost stickiness increases with
climate change risk after we control for known determinants. We further split our
sample into strong environmental management firms and weak environmental firms
and find that the impact of climate change risk on cost stickiness is less profound for
firms with better environmental management. Collectively, our results imply that firms
retain slack resources when faced with higher climate change risk, but climate change
risk is not the primary driver of cost stickiness when a company has better

environmental management.

Keywords: climate change risk, environmental management, cost stickiness
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