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Low wages are long-standing problems in many countries and Taiwan. With
corporate governance becoming more mature, capital market investors pay closer
attention to corporate social responsibility. Since 2019, the Financial Supervisory
Commission has required that all domestic companies listed on the TWSE or TPEx
disclose information on non-executive full-time employees’ salaries on the Market
Observation Post System (MOPS). Therefore, drawing upon stakeholder theory and
legitimacy theory, we investigated whether companies warned under the non-executive
employee compensation disclosure policy tend to give raises in order to narrow the
legitimacy gap. From the employee perspective, we also investigated whether being a
warned company or transforming into a non-warned company influences employee
salary satisfaction, employee retention, and, ultimately, employee turnover. All
domestic companies listed on the TWSE or TPEx from 2019 to 2021 were observed in
this study, with the data obtained mainly from the MOPS and TEJ databases. The
empirical results indicate that, compared to non-warned companies, warned companies
last year tended to give more raises and have a greater likelihood of giving more raises

than other companies in the same industry. In addition, employee turnover was not
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affected whether the companies were among the warned companies last year or
transformed into non-warned companies this year. However, through an additional test,
we found that, regardless of the disclosure timing, employees will still choose to quit

if they are not fairly compensated.

Key Words: Non-executive employee compensation, Employee turnover, Legitimacy

theory, Stakeholder theory.
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