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4. Findings 

4.1. Methodology  

The financial data of this study were all extracted from the EDGAR database of the U.S. Securities 
and Exchange Commission (SEC), covering all annual reports (Form 10-K) submitted by United 
Technologies Corporation, Air Products and Chemicals, Kaman Corporation, and Carpenter 
Technology Corporation from 2012 to 2018 (i.e., fiscal year 2011 to fiscal year 2017). 

This study analyzes the financial statements of the four case study companies, focusing on the 
average non-wage benefits employees received from 2011 to 2017. Because the selected companies 
did not report total wage and salary compensation, this study only calculated the non-wage benefits 
employees received and the number of employees from 2011 to 2017. The study focused on the 
following three components from the financial statements: net pension expense, other post-retirement 
benefits expense, defined contribution plan expense, and stock-based compensation expense. These 
benefits for a specific year were summed and divided by the number of employees in the company 
that year to calculate the average employee benefit expense. The primary objective of this study is to 
analyze how the tax increase affected employee benefit expense differently in the paired companies 
of different sizes. 

4.2. Finding on Large Size Company 

Figure 1: Average employee benefits case-1 

Figure 2: Employee size case-1 
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As shown in Figures 1 and 2, the large treatment company, Connecticut-based UTX, was influenced 
by the surtax increase from 20% to 25%. In 2014, UTX’s average employee benefit decreased by 
approximately $2,600, a 40% decrease compared to the previous year. Although the number of 
employees remained at a similar level in 2014 compared to 2013, it dropped from 211,500 to 197,200 
in 2015—a 7% cut compared to the prior year. 

In the control group, there was no significant variation in the average employee benefit expense 
for APD compared to UTX. However, APD also experienced a relatively smaller decrease of 
approximately 9.7%, from $12,143 to $10,962. In terms of employment, APD did not show a 
significant decrease in its number of employees; its workforce decreased by around 1.85%, from 
21,600 to 21,200 in 2014. 

Based solely on these two large companies, the average employee benefit decreased more 
significantly in the treatment group than in the control group. The average employee benefit expense 
of the treatment group decreased by 30.3% more than that of the control group in 2014, the year the 
policy was implemented. However, the percentage of employees decreased about the same in the 
treatment group and the control group. This suggests that the tax increase policy could have had a 
negative impact on the benefits they received at large companies with a market capitalization of over 
$10 billion in 2014. However, in terms of the actual number of employee changes, the treatment 
group decreased its employee size more than the control group. 

4.3.  Finding on Small Size Company  

To evaluate the effect of the tax policy on employees at companies of different sizes, the same analysis 
is conducted on the small companies in the second case pair. However, both companies' financial 
statements did not contain information on “Other Post-Retirement Benefits” from 2011 to 2017. 
Therefore, the average employee benefit for this pair does not include this benefit. 

Figure 3: Average employee benefits case-2 
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Figure 4: Employee size case-2 

As shown in Figures 3 and 4, the small treatment company KAMN was not significantly influenced 
by the tax increase. Its average employee benefits decreased from $4,930 in 2013 to $4,242 in 2014, 
a 14% decrease. However, its number of employees increased by 54 people, from 4,743 to 4,797, a 
1% increase.  

The small control company CRS experienced a lower change in its average employee benefits 
compared to KAMN. In 2014, its average employee benefits decreased by 11.4%, from $18,916 to 
$16,755. Its employment size increased by 2.1%, from 4,800 people in 2013 to 4,900 in 2014. 

For this pair, the average employee benefit of the treatment company KAMN decreased by 2.6 % 
more than that of the control company CRS. The rate of employee growth was also higher in the 
control group than in the treatment group, by 1.1%. This could further imply a negative relationship 
between employee benefits and the tax increase. 

4.4. Evaluation of Company Size Effects on the Employee Benefits 

In the study of the first pair (large companies), results show that the treatment group's average 
employee benefit decreased by 30.3% more than the control group's. In the second pair (small 
companies), the treatment group's average employee benefit decreased by only 2.6 % more than the 
control group's. In both cases, the employee size does not significantly influence because of the 
increase of surcharging taxation. This might imply that the tax increase may bring a larger negative 
impact on larger companies than on smaller companies. 

However, this finding is not strong evidence that employees in larger companies with higher market 
capitalization are affected more than those in smaller companies. The relationship between the effects 
of tax policies on benefits at different-sized companies requires analysis with a larger and more varied 
sample size. 

5. Conclusion 

5.1. Summary of Key Findings 

This study aimed to study how does surcharging taxation policies affects employee benefits at 
different-sized companies, focusing on how company size moderates the relationship between them. 

In Case 1 ,which is an analysis of companies with more than 10billion dollars capitalization in 
2014,the treatment group company UTX observed a significant negative impact on its average 
employee benefit, decreased by 40%, in response to the increasing surcharging tax in Connecticut in 
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