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Anecdotal evidence:
CEO-worker pay disparity

Motivation Theoretical Framework Data and Sample Results Conclusion
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Anecdotal evidence:
Consumers’ reaction to high CEO-worker pay disparity

Motivation Theoretical Framework Data and Sample Results Conclusion
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• Most public firms listed in the U.S. are required to disclose their CEO-worker 
pay ratio from the first fiscal year that began on or after January 1, 2017.

– Thus, the first pay ratio disclosures were made in calendar year 2018, 
based on fiscal year 2017 data, typically reported in the proxy statement (SEC 
Form DEF 14A).

• Under the new rule, firms must disclose:

1. Median annual total compensation of all employees (excluding the CEO) 

2. Annual total compensation of the CEO

3. Ratio between these two numbers

• The first rule in the history of the SEC disclosure regime to require firms to 
disclose any information about how they pay their workers (Bank and 
Georgiev, 2019).

Unique setting: The disclosure mandate and salience of CEO-worker pay ratio

We examine consumer responses to the first disclosure of 

CEO-worker pay ratios.
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Changes in customer behavior after disclosure

Motivation Theoretical Framework Data and Sample Results Conclusion

Concern about pay disparities

❑ Social preferences channel: 

consumers care about pay 

inequality, and they are 

reluctant to purchase from 

firms with high pay ratios.

❑ Consumer trust channel: 

High pay ratios can signal to 

consumers that the firm is 

using its resources in a self-

serving manner.

Awareness of disclosures

❑ Media coverage of 

the firm’s pay ratios

❑ Firm visibility

❑ Consumer access 

to information
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CEO-worker pay ratio disclosure and treatment definition

• Sample: 2,285 U.S. firms disclosing pay ratios for the first time in 2018 proxy 

statements (SEC filings) 

• Disclosure month t: First proxy filing date per firm (Pan et al., 2022) 

• Treatment timing: Staggered, based on month t 

• High pay ratio: Top quartile among all disclosures up to month t 

‒ Rationale: Consumers assess pay disparities using cumulative information 

available at time of disclosure.

Motivation Theoretical Framework Data and Sample Results Conclusion

Consumer purchase data: NielsenIQ consumer panel (NCP)

• NCP records detailed trip-level purchases and store visits. 

• Product hierarchy consists of three levels of aggregation: 10 departments → 120 

groups → 1,500 modules. 

• Sample period: Sept 2017–Apr 2019 (±4 months around 2018). 

• Manually matched firms with high pay ratio disclosures to product producers. 

• Final sample: 63,619 households and 198,506 products, of which 35,092 are treated 

products manufactured by 64 high-pay-ratio firms.
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Treatment vs. control groups

• Treatment and control products drawn from the same household’s shopping basket. 

• Analysis conducted within household and within product group. 

• Control group: never-treated products from the same product group, within the same 

household’s shopping basket. 

• Price-matched: ±20% of treated product’s unit price.

Figure 1. Conceptual framework of empirical strategy

Motivation Theoretical Framework Data and Sample Results Conclusion
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Motivation Hypothesis Contribution Data and Sample Results Conclusion

A. Consumption in terms of total spending 

Figure 2. Trends in consumption for treated and control products

B. Consumption in terms of quantity purchased 
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𝐿𝑁 𝑇𝑜𝑡𝑎𝑙 𝑠𝑝𝑒𝑛𝑑𝑖𝑛𝑔𝑖,𝑗,𝑝,𝑡 = 𝛽1𝑇𝑟𝑒𝑎𝑡𝑗,𝑝 × 𝑃𝑜𝑠𝑡𝑖,𝑡 +𝛼𝑖,𝑗,𝑝,𝑡 + 𝜖𝑖,𝑗,𝑝,𝑡 

• where i refers to surveyed households, j indicates events pertaining to the disclosure of high 

pay ratios, p denotes products, and t stands for calendar month-years. 

• The dependent variable is the natural logarithm of one plus the total amount a household 

spends on a specific product in a given month. 

• Treat is set to one for products whose manufacturers disclose high pay ratios, and zero 

otherwise. 

• Post is set to one for each month during the five-month period following the disclosure 

(including the event month), and zero otherwise. 

• αi,j,p,t, represents a set of high-dimensional fixed effects, namely Cohort × Month-year and 

Cohort × Household × Product, that account for unobservable heterogeneity across event 

cohorts, households, and products. 

❑ Baseline analyses(1): Baseline regression model

Motivation Theoretical Framework Data and Sample Results Conclusion
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❑ Baseline analyses(1): Baseline results

▪ We find that consumers react negatively to high pay ratios. 

Motivation Theoretical Framework Data and Sample Results Conclusion
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❑ Baseline analyses(2): Dynamic effects

▪ We find that reductions in consumer spending become statistically significant only after the 

disclosure of high pay ratios -- supports the parallel trend assumption.

▪ The post-disclosure 

reduction in product 

consumption is driven by 

a decrease in the number 

of units purchased – 

demand-side

interpretation.

Motivation Theoretical Framework Data and Sample Results Conclusion
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❑ Enhancing identification(1): Pay disparity versus pay levels

▪ We find that the adverse impact 

of pay disparity does not vary 

with CEO or worker pay levels, 

suggesting that the observed 

decline in consumer purchases 

is driven by pay disparity 

itself, rather than solely by the 

levels of CEO or worker pay.

Motivation Theoretical Framework Data and Sample Results Conclusion
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❑ Enhancing identification(2): The effect of firm-brand name similarity

▪ We find that the negative reaction is more pronounced for products with brands that 

share a similar name with their manufacturing firms. 

Motivation Theoretical Framework Data and Sample Results Conclusion
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❑ Enhancing identification(3)-(5): Summary of results

Motivation Theoretical Framework Data and Sample Results Conclusion

3) Confirming the salience of the pay ratio
• Pre-2018 disclosures of aggregate labor costs enabled rough estimates of average 

employee pay, potentially reducing the salience of initial pay ratio disclosures.

• Consumer reactions were similarly negative regardless of prior wage information, 

suggesting limited consumer sensitivity to prior staff cost information.

4) Pay disparity and product recalls
• High pay ratios may harm employee morale and productivity, leading to product 

quality issues and negative consumer reactions.

• We find that pay ratios do not significantly influence subsequent product recalls, 

indicating recalls do not explain our findings.

5) Falsification tests
• We shift the true event month one year earlier (Postpseudo) and randomly assign 

treated products (Treatpseudo).

• The results confirm that our findings are not driven by omitted variables or random 

chance.
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❑ Underlying mechanisms(1): Social preferences

▪ We examine whether 

consumer responses to high 

pay ratios vary according to 

local attitudes toward 

income inequality. 

▪ We find that the negative 

consumer reaction to high 

pay ratios is stronger in 

areas with greater 

aversion to inequality.

Motivation Theoretical Framework Data and Sample Results Conclusion
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❑ Underlying mechanisms(2): Consumer trust

▪ We examine whether 

negative consumer 

responses to high pay 

ratios varies with different 

product characteristics.

▪ We find that the reported pay 

ratio is more relevant for 

high-value or experience 

products, where trust plays 

a particularly important role in 

purchasing decisions. 

Motivation Theoretical Framework Data and Sample Results Conclusion
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❑ Condition: Consumer awareness

▪ We find that the 

negative reaction is 

more pronounced 

when a firm’s pay 

ratio is covered in 

the media, when 

the firm is more 

prominent and 

visible, and when 

consumers have 

better access to 

information. 

Motivation Theoretical Framework Data and Sample Results Conclusion
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We examine whether consumers care about pay inequality within firms.

Our study presents two key takeaways:

❑ Firms disclosing high pay ratios experience a significant decline in 

consumer purchases.

❑ Consumers are concerned about high within-firm pay disparity, 

driven by their social preferences and a loss of trust, to the extent 

that they are aware of this information.

Motivation Theoretical Framework Data and Sample Results Conclusion



Thank you!

Q&As
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Appendix A-Product categorization structure in NielsenIQ Homescan Consumer Panel
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• The tables provide an 

overview of the product 

categorization structure in 

the NielsenIQ Homescan 

Consumer Panel. 

• Panel A lists the number of 

product groups in each 

department and the 

distribution of products 

purchased by surveyed 

households in our sample. 

• Panel B details the product modules within 

the "Candy" group of the "Dry Grocery" 

department.
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