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Abstract 

 

How and When Pay Transparency 

Works? 

: The Effect of Classified Pay 

Transparency on Behavioral and 

Attitudinal Outcomes 

 
Seyoon Myeong 

Department of Business Administration 

The Graduate School 

Seoul National University 

 

Recently, although the movement toward workplace pay transparency has 

become radical, the definition and consequence of pay transparency are still 

highly controversial topic. This research classified the types of pay 

transparency; pay criteria, pay level, and payee transparency, and is first to 

conduct the empirical test of positive and negative consequences from 

different types of pay transparency practices. Mediation effect of procedural 

and distributive fairness perception, perception of privacy invasion, and 

organizational conflict between pay transparency and job satisfaction, task 

performance, and organizational citizenship behavior has been examined. 
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First, exploratory factor analysis has been used to classify different pay 

transparency practices and then field survey examined the direct and indirect 

effects of each pay transparency separately. HLM has been used to examine 

the 2-1-1 multilevel effect of pay transparency practices to individual 

outcomes. Pay criteria showed significant direct effect to job satisfaction 

and pay level transparency showed positive direct effect to three outcome 

variables. Payee transparency does not have any direct effect on outcome or 

mediator variables. While distributive fairness showed full mediation effect 

on the relationship between pay level transparency and job satisfaction, 

other mediation mechanisms were insignificant. Theoretical and practical 

implications are discussed. 

 

Keyword : Pay transparency, Pay secrecy, Fairness perception, Privacy 

Invasion, Organizational Conflict 
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Chapter 1. Introduction 
 

 

Lately, movement toward workplace pay transparency has drawn strength 

from legislation throughout the U.S. Although the Section 7 of the National 

Labor Relations Act (NLRA) (Gely and Bierman, 2003:127) clarifies that 

prohibiting employees from discussing wages and salaries is illegal under 

U.S. law, pay secrecy policies and regulations are still prevalent across 

diverse workplaces. However, former president Obama and U.S. Congress 

represented social needs for ‘right to know’ by co-sponsoring legal action 

such as Paycheck Fairness Act. In addition to the focus of policy makers, 

technological development and internet platforms provide unrestricted 

places for employees to disclose and discuss their pay information with 

labor market. Not only individual discussions but also the several third-party 

websites such as Glassdoor.com or Salary.com contribute to accumulation 

of various dimensions of pay information (Ledford, 2014). 

 Keeping up with these societal changes, theoretical debate is 

heating up throughout recent literatures. Theoretical attention to the pay 

secrecy practice and its consequences had been paid ever since researchers 

consider the effectiveness of compensation system. However, pay secrecy 

was not the center of the thesis but has only been taken as one possible 

context which might diminish the effectiveness of financial remuneration. 

Lawler (1965a; 1965b; 1966; 1967; 1972) is one of distinctive researchers 
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who argued detrimental effect of pay secrecy in motivating employees with 

monetary compensation. However, Colella and her colleagues (2007) 

introduced the seminal review of pay secrecy pointing out the scarcity of 

scholarly research on this topic. The review (Colella et al., 2007), while 

considering pay secrecy as one organizational construct, presented dynamic 

perspectives of cost and benefit of pay secrecy and provided theoretical 

foundations for recent following empirical studies. Largely based on equity 

theory (Adams, 1963) and organizational justice or fairness theory (Colquitt, 

2001), studies examined the effectiveness of pay transparency on job 

satisfaction or performance (e.g. Futrell & Jenkins, 1978; Bamberger & 

Belogolovsky, 2014). On the contrary, studies examining the positive aspect 

of keeping pay secret mostly focus on the employees’ privacy problem and 

conflict between individuals while comparing their pay with others (e.g. 

Marasi & Bennett, 2016). One of the interesting points of these literatures in 

common is conducting empirical investigation on only one side of positive 

or negative aspects of pay transparency while always leave the other side of 

coin behind as the limitation of the research or future direction for following 

studies. However, if there are plausible logical processes that pay 

transparency might generate positive and negative consequences at the same 

time, it should be dealt with more specifically so that the black box of 

controversy can be resolved. Therefore, the this research classified pay 

transparency into three distinctive categories which would have different 

direct and indirect effects and tests mediation effects from each type. 
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 Chapter 2. Theoretical Background 
 

 

2.1. Pay Transparency 
 

2.1.1 Definition 
 

Lately, one of the distinct characteristics of pay secrecy or transparency 

studies is that the definition and measurements of secrecy and transparency 

varies greatly among literatures. This inconsistency can be attributed to 

diverse perspectives and focuses of researchers which are reflected in 

different measurements in each study. Definition of pay secrecy in recent 

review, “a restriction of the amount of information employees are provided 

about what others are paid (Colella et al., 2007)”, represents the availability 

of acquiring other employees’ pay information, and interprets pay secrecy as 

one of the policies or regulations implemented by organization. One typical 

study which discuss pay secrecy issue in pay communication perspective 

(Day, 2007) focuses not only on knowing other’s pay level but also on 

degrees and different contents of pay information that organization 

communicate with employees. As continuum between complete secrecy to 

openness (Colella et al., 2003), organizations vary in terms of degrees and 

contents pay communication policies (Gomez-Mejia & Balkin, 1992). 

Those contents vary from information regarding pay system which is about 

pay grades and their ranges to information about the criteria in which how 

individual’s pay is determined (Day, 2007). Moreover, while defining pay 
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communication as the “the organizational practice that determines if, when, 

how, and which pay information (such as pay ranges, pay raises, pay 

averages, individual pay levels, and/or the entire pay structure) is 

communicated to employees and possibly outsiders.”, Marasi and Bennett 

(2016) considers the possibility of delivery of pay information to outsiders 

and includes employees as one of the main agents who lead pay secrecy 

within organizations. This perspective greatly accounts discussion between 

employees as important way in information diffusion process.  

In sum, pay secrecy can be classified with several dimensions 

including degree, pay type, and main agent. Degree of the pay secrecy refers 

the availability of information (Colella et al., 2007). Some employers may 

prohibit any public information and discussion regarding pay inside the 

organization while others may provide partial information or even total 

openness like Buffer or Whole foods (Trotter, 2017). Secondly, pay types 

include the pay level, range, structure, or criteria. However, since the pay 

level plays a major role as a standard of comparison between employees, 

majority of literature has focused on pay level (e.g., Lawler, 1965a: Gerhart 

& Rynes, 2003). Lastly, the issue on main agent considers who leads the 

pay secrecy. Although pay secrecy is mostly implemented as one of the 

rules or regulations by employers, allowance of discussion between 

employees play important role in pay secrecy. Moreover, employees might 

not want to discuss about their pay with others and even feel invasion of 
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privacy under complete pay open system. One significant problem of 

research stream of pay secrecy or transparency is that this complexity in 

terms of dimensions of pay secrecy triggers large differences among 

measures of pay secrecy in studies. For instance, Day (2007, 2012) 

measured pay secrecy with questions like “My organization has held formal 

education session in which they explain how pay level are determined for its 

jobs” and “My organization has told me what the minimums and maximums 

are for the pay grade my job is in”. These measures contain the mixture of 

questions about the criteria of pay and how pay structure looks like. 

Bamberger and Belogolovsky are distinctive researchers who lead research 

flow of pay secrecy using experimental method (2010, 2014, 2016). The 

way of setting pay secrecy context in their study is separating groups based 

on the availability of other participants’ pay. Apart from these examples, 

many studies use measurements or set context of pay secrecy which either 

focus on only one aspect of pay secrecy or contain diverse dimensions of 

pay secrecy in one measure. This approach might lead to confusing 

consequences of pay secrecy that provides ineffective implications to 

practitioners.  

 Given the complexity of definition of pay secrecy and the problem 

of which can generate, this research classifies the pay transparency into 

three different areas based on one of the distinct criteria to separate the 

policy; pay level transparency, pay criteria transparency, and payee 
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transparency. Pay level transparency refers that employees are aware of own 

pay level and their organization’s pay range and structure. Pay criteria 

transparency refers that employees are aware of how their employers and 

organizations allocate their pay. Payee transparency is about how much 

employees know about the pay information of others. I would argue that 

these three dimensions would generate different mechanisms with mediation 

factors on attitudinal and behavioral consequences. 

 

 

2.1.2 Benefit of Pay Transparency 
 

Fundamental problem recognition of pay secrecy starts from the human 

nature which inherently motivated to reduce the uncertainty generated from 

information asymmetry (Lind & van den Bos, 2002). Such motivation of 

human nature can also be explained with the premise of equity theory 

(Adams, 1963) that individuals always compare themselves with similar 

referents around them and have propensities toward equality. This would be 

linked with fairness perception (Colquitt, 2001), because when employers 

make compensation decisions alone, employees would face uncertainty 

regarding whether given treatment contents with fairness and equality. This 

can influence negatively to general three categories of fairness perception 

which includes informational, procedural, and distributive justice and these 

fairness perceptions of employees toward organization lead to significant 

factors such as commitment, motivation, and performance (Bies & Moag, 
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1986; Colquitt et al., 2001; Leventhal, 1976; Thibaut & Walker, 1975) 

Therefore, making pay transparent to employees would lead to positive 

individual attitudinal and behavioral consequences. 

 Second major mechanism of pay transparency can be interpreted 

with expectancy theory (Vroom, 1964). Expectancy theory explains the 

mechanism of individual motivation that includes expectancy, 

instrumentality, and valence. When employers and organizations provide 

compensation to employees, they are sending a signal (Spence, 1974) that 

employers actually pay attention to their employees and try to compensate 

them for their effort. However, when information about pay level or 

allocation criteria is limited to employees, instrumentality, which is about 

expectancy that performance would lead to appropriate level of 

compensation, would be significantly weakened. Since when one of the 

factors of expectancy theory becomes zero, total effectiveness of motivation 

mechanism ends up zero, pay secrecy can undermine the signaling effect of 

pay system. 

 Lastly, when pay information is open to everyone inside the 

organization and also to external market, it would significantly affect the 

labor market mobility. In terms of continuous commitment, employees tend 

to stay in focal organization when they recognize larger cost than benefit in 

the process of turnover. The fact that they do not aware of the pay 

information about other firms, the cost of turnover can be extremely high. 
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This information asymmetry generates inefficiency throughout the market 

and eventually exacerbates the opportunity of organization to recruit and 

select proper human resource from the market. Therefore, high level pay 

transparency can contribute to the economically efficient labor market. 

Moreover, in the same vein, some scholars argues that pay transparency 

have influence in reducing the pay gap based on unreasonable 

discrimination (e.g. Kim, 2015). It has been long argued that when 

information regarding pay allocation within firms is being kept in secret, 

managers and decision makers can avoid the perusal from employees 

(Pfeffer, 1991). Majority of studies regarding compensation are based on the 

equity theory (Adams, 1963) and social comparison theory (Festinger, 1954) 

consequently that compensation is one of the most critical factors of which 

people are sensitive. Therefore, preventing people from recognizing 

organization’s pay structure and pay allocation decisions would 

commensurate with the degree of freedom of managers to hide 

discriminatory pay allocation. Moreover, under open pay systems, there’s 

some evidence that managers tend to shift there allocations toward equality 

(Leventhal, Karuza, & Fry, 1980; Leventhal, Michaels, & Sanford, 1972; 

Major & Adams, 1983). Although still quite controversial issue, higher-

educated women working in states where pay transparency is compelled by 

law made higher pay than women in other states (Kim, 2015) which 

eventually makes effect of reducing gender pay gap. In sum, it seems 
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plausible that pay transparency might be one instrument to prevent 

discrimination regarding pay. 

 

 

2.1.3 Cost of Pay Transparency 
 

Although there has been series of studies through 1960s to 1990s regarding 

pay secrecy conditions in various organizations and industries (e.g., Futrell 

& Jenkins, 1978; Lawler, 1965a,b, 1967; Milkovich & Anderson, 1972), 

most of them focuses on one side of the coin; cost of pay secrecy. However, 

even though some studies theoretical proposed the possibility of benefit of 

pay secrecy, there has been lack of studies that empirically verify the effect. 

Since the pay information is important and, at the same time, sensitive, total 

openness of sensitive information might provoke unintentional detrimental 

impact throughout the organization. 

Most frequently discussed problem of pay transparency is conflict 

between employees. Nevertheless the problem of pay secrecy starts from 

equity (Adams, 1963) and fairness (Colquitt, 2001) theories, paradoxically 

this inherent human propensity lead to conflict or competition rather than 

cooperation under pay transparency condition. Social comparison theory 

(Festinger, 1954) also explains similar mechanism that employees compare 

themselves with other employees to construct identities or self-evaluation. 

Especially, pay level not only has instrumental implications for one’s 

quality of life, it carries significant symbolic meaning (Salimaki, Hakonen, 
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& Heneman, 2009; Thierry, 2001). However, when pay becomes transparent 

and individuals cannot accept the pay gap between similar employees, their 

motivation or commitment would be hampered. In other words, because 

employers would be hard to enlighten and justify the difference in pay 

between high and low performers when they are in same work position, high 

performers would be dissatisfied with their treatment. Therefore, especially 

from employers’ perspective, pay openness would make compensation 

decisions complicated. 

 Another serious problem along with pay transparency is privacy 

invasion. There has been numerous research flow of privacy in workplace 

and, based on the cornerstone research of Stone and Stone (1990a), Westin 

(1967) defined the privacy as “The claim of individuals, groups, or 

institutions to determine for themselves when, how, and to what extent 

information about them is communicated to others”. Stone and Stone (1990) 

provided seminal review of organizational privacy which indicates that 

employee’s perception of privacy would lead to various positive 

organizational consequences including commitment, satisfaction, and 

performance (Klopfer & Rubenstein, 1977; Sundstrom et al., 1980). 

Moreover, several surveys (e.g. Markels & Berton, 1996) denote that 

employees are reluctant to discuss with or open their pay information to 

other people which might ‘humiliate’ them. Therefore, although it seems 



 

 １１ 

fair and equitable, pay transparency might not be a good idea to 

organizations which contains privacy-sensitive employees. 

 Final cost of pay transparency is, as the counterpart of last benefit 

of pay transparency, high possibility of turnover. When the pay information 

across organizations become transparent, theoretically every employee can 

compare and evaluate their compensation level with other analogous 

referents with similar job, tenure, or ability. Moreover, since employees can 

anticipate the future pay before they move to other companies, the risk of 

uncertainty can be reduced significantly. In this case, firms become hard to 

retain high quality human resource and would require higher personnel 

expense for firms to give them efficiency wage. 

 Among the several cost and benefit of pay transparency, this 

research will focus on the fairness perception as positive mechanism and 

privacy invasion as negative mechanism. Two mediation effect of pay 

transparency to job satisfaction, performance, and OCB will be dealt with at 

the same time and examined whether one mechanism outweighs another. 

 

2.2. Organizational Fairness 
 

Organizational justice or fairness theory (Greenberg, 1987; Colquitt, 2001) 

explains how employees evaluate and judge the behaviors of the firm and 

react to them. Four main components of organizational justice are 
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distributive, procedural, interpersonal, and informational justice. However, 

since interpersonal justice is about how employees are treated by employers 

in terms of human right or respect, it greatly depends on the personality or 

propensity of employer. Moreover, in terms of pay transparency, 

information exchange which generates procedural and distributive fairness 

would be largely overlapped with informational fairness.  Therefore, 

interpersonal and informational fairness has been excluded because of 

irrelevance to pay transparency issue.  

Main mechanism of organizational justice theory constructs the core 

contradiction in pay secrecy and transparency issue (Collela et al., 2007). 

Distributive fairness shares same formula with equity theory (Adams, 1963) 

and expectancy theory (Vroom, 1964) which triggers the conflicting 

argument. According to the equity theory, employees perceive distributive 

fairness when they find similar ratio of their input and outcome with others. 

Therefore, because the giving a chance to person to compare themselves to 

other people with rather specific information may worsen their equity 

perception (Greenberg, 1987a). Especially when the information is about 

compensation issue and the pay is not equivalent across every employee 

which easily can be found in work places. However, at the same time, to 

realize the fairness of one’s compensation regarding whether it 

commensurate with one’s efforts in work place, information about how pay 

level is determined might be essential for employees. Moreover, additional 

information about pay criteria and pay level including compensable factors 
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in one’s organization can strengthen the motivation in increasing 

‘instrumentality’ following expectancy theory mechanism (Vroom, 1964). 

Eastman (1988) also argued that divulging pay information to employees 

not only generates trust perception also fairness perception of employees. 

Moreover, lack of pay information regarding pay level or pay criteria of 

company can make people question about fairness of their supervisors or 

company, no matter the pay structure is fair or not, which eventually 

exacerbate the perception of employees toward their company (Colella et al., 

2003; Colquitt et al., 2001). Therefore, although fairness perception can be 

the reason of conflicting arguments, distributive and procedural fairness 

would play as essential mediators that convey positive effect of pay 

transparency to positive individual-level factors. Since pay transparency is 

deal with separate dimensions and procedural and distributive fairness have 

slightly different mechanism which also contains similar contents in 

different pay transparency dimensions, each fairness perception would be 

linked separately; Procedural fairness would work as mediator for pay 

criteria transparency whereas distributive fairness would work for pay level 

transparency. As effectiveness of fairness perceptions to diverse positive 

individual-level factors in work places (e.g. Wayne, Shore, Bommer, & 

Tetrick, 2002), dependent variables would include task performance, job 

satisfaction, and organizational citizenship behavior (OCB). 
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[Figure 1] 

 

H1a. Pay criteria transparency has a positive effect on job satisfaction. 

H1b. Pay criteria transparency has a positive effect on task performance. 

H1c. Pay criteria transparency has a positive effect on OCB. 

H2a. Procedural fairness mediates the positive relationship between pay 

criteria transparency and job satisfaction. 

H2b. Procedural fairness mediates the positive relationship between pay 

criteria transparency and task performance. 

H2c. Procedural fairness mediates the positive relationship between pay 

criteria transparency and OCB. 
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[Figure 2] 

 

H3a. Pay level transparency has a positive effect on job satisfaction. 

H3b. Pay level transparency has a positive effect on task performance. 

H3c. Pay level transparency has a positive effect on OCB. 

H4a. Distributive fairness mediates the positive relationship between pay 

level transparency and job satisfaction. 

H4b. Distributive fairness mediates the positive relationship between pay 

level transparency and task performance. 

H4c. Distributive fairness mediates the positive relationship between pay 

level transparency and OCB. 

 

2.3. Perception of Privacy Invasion 
 

Organizational privacy was mainly studied with the concept of personal 

space in work places until Stone and Stone (1990) introduced the perception 

of privacy in management context. Although concept of privacy has been 

dealt with in various fields, particular privacy this study is focusing is 
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information privacy which means ability of individual to restrict and 

manage information regarding personal matters. As the various information 

flows across individuals, teams, and organizations, and this information 

might benefit organization’s productivity and bond employees together, 

every employees are careful to protect privacy information which can 

jeopardize themselves within organization. Therefore, employers and 

organizations would have responsibility to protect employee from unwanted 

information exposure. In this respect, pay information of employees is one 

of the most valuable and sensitive information to manage. Information 

management practices are considered as one of the important practices 

which enable employees to trust their organizations. The fact that 

organizations have attempt to protect individual information would 

determine employees’ beliefs and attitudes toward several factors (Stong-

Romero et al., 2003). For instance, when employees recognize that 

organizations violate the expectations and beliefs about their privacy 

protection, it severely infringes employee’s fairness perception toward their 

firms (Leventhal, 1980; Stone & Kotch, 1989; Eddy et al., 1999). Moreover, 

according to the prior empirical findings regarding perception of privacy 

invasion, when people think firms invaded their privacy, they are less likely 

demonstrate organizational citizenship behaviors and even accept the job 

offer from the focal firm (e.g., Folger & Cropanzano, 1998). Therefore, 

unwanted information exposure by external pressure might cause individual 

stresses which can be expected to trigger variety of detrimental effects. 
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When pay becomes highly transparent, it means that not only I know 

others’ pay information but also others are aware of my pay information. 

Since the financial status and pay level is a social signal or symbol that 

represent one’s power or prestige (Spence, 1974), exposure of one’s pay can 

be significantly uncomfortable with some people. According to several 

literatures and surveys, North American culture has strong reluctance about 

discussing one’s pay (Steele, 1975) and many people hesitate about 

disclosing their pay with coworkers (Pappu, 2001; Sim, 2001). In sum, 

perception of privacy invasion is recognized when one’s pay information is 

known to other people and therefore would be strong when such information 

is conveyed directly. Since pay criteria and pay level transparencies are 

greatly focusing on organizations’ role, it would not have significant 

mediation effect with consequence variables. However, transparency about 

payee may provide the information about one’s pay to peers, supervisors, 

and subordinates. Prior studies regarding organizational privacy and fairness 

argued that individual beliefs about fairness and privacy within organization 

correlate with one another significantly (e.g., Stone & Kotch, 1989; Eddy et 

al., 1999). Moreover, when companies invade such beliefs, employees not 

only avoid organizational citizenship behaviors but also even try to reject 

the job offer (e.g., Folger & Cropanzano, 1998).  Therefore, given the 

importance and critical consequences of privacy invasion perception, payee 

transparency may have significant relationship with privacy invasion 

perception. 
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2.4. Organizational Conflict 
 

Organizational conflict is one of the distinctive factors that might be 

provoked when pay information becomes transparent. Conflict related 

perceptions and behaviors can be made throughout the levels in 

organizations; personal, intragroup, and intergroup conflicts. According to 

the communication perspective, conflict is defined as “an expressed struggle 

between at least two interdependent parties who perceive incompatible goals, 

scarce rewards and interference from other parties in achieving their goals 

(Hocker and Wilmot, 1985).” Different forms of conflicts are triggered by 

several factors including status, power, control, and scare resource (Coser, 

1967). Moreover, conflict can be manifest in different forms such as 

rivalries, jealousies, and personality clashes. Consequently, conflict among 

members would lead to diverse aspects of negative outcomes including 

psychological, behavioral, and physiological responses. These reactions 

include job dissatisfaction, decreased communication, and lack of interest in 

work (Omisore & Abiodun, 2014). Therefore, combining such nature of 

conflict with characteristics of pay transparency, conflict would be one of 

the critical issue to be considered in organizations with high payee 

transparency. 

Since noticing of other’s pay can create negative affective factors 

such as jealousy, it might lead to detrimental behaviors of employees 
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according to equity theory (Adams, 1963). Social comparison theory 

(Festinger, 1954) also supports the dispositional human nature that people 

find their social positions and construct social status based on information of 

others by comparing behaviors. However, according to the equity theory, 

when people detect the difference and gap in ratios of input and outcome of 

their own and others’, they tend to reduce such gap through diverse negative 

behaviors. If such behaviors are passive form, people would reduce their 

own input by social loafing or change their referents which have smaller gap 

with them. However, if some people try to actively express their negative 

emotions regarding larger outcome of others compared to themselve, it 

might cause second order reaction between team members while reducing 

the gap. Therefore, when pay information is known across team members, 

that information can be antecedents of conflict between employees. Given 

such plausible effect, organizational conflict can be one of the variables 

which mediate the effect of payee transparency to job satisfaction, task 

performance, and organizational citizenship behavior.  
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[Figure 3] 

H5a. Payee transparency has a negative effect on job satisfaction. 

H5b. Payee transparency has a negative effect on task performance. 

H5c. Payee transparency has a negative effect on OCB. 

H6a. Perception of privacy invasion mediates the negative relationship 

between payee transparency and job satisfaction. 

H6b. Perception of privacy invasion mediates the negative relationship 

between payee transparency and task performance. 

H6c. Perception of privacy invasion mediates the negative relationship 

between payee transparency and OCB. 

H7a. Organizational conflict mediates the negative relationship between 

payee transparency and job satisfaction. 

H7b. Organizational conflict mediates the negative relationship between 

payee transparency and task performance. 

H7c. Organizational conflict mediates the negative relationship between 

payee transparency and OCB. 
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Chapter 3. Methodology 
 
 

To test hypotheses suggested above, I went through two steps; first, 

exploratory factor analysis to classify and examine the validity of categories 

of three different pay transparency types, second, to conduct the field survey 

to verify the mediating mechanism of different pay transparencies. 

 

 

3.1. Survey Item Development 
 

To develop the survey items for different pay transparency, 

measurement from prior studies are considered. Day (2007, 2012) provided 

scales to measure formal organizational session to which let employees 

know about their pay levels and grades in company. Moreover, Hartman and 

Slapnicar (2012) conducted the research focusing the information regarding 

other’s pay level and how much people are aware of each other’s pay. 

Bamberger and Belogolovsky are distinguished researchers who use 

experimental research method to lead research flow of pay secrecy. Their 

studies (2010, 2014) usually set the control groups who do and do not know 

how much other’s get paid through same task given. Referring to 

compensation text book by Milkovich and Newman (2005), I combined and 

classified the possible survey scales from listed former studies.  

Samples for this pre-survey step are collected thorough Amazon 
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Mechanical Turk (MTurk) where unspecified individuals deal with variety 

of tasks with suggested financial reward. I posted the survey with 22 

questions regarding pay transparency. Respondents are restricted to full-time 

workers and given 20 cents per each survey. Requested sample size through 

MTurk was 100 and 2 responses are rejected because of missing data. 

To identify the dimensionality of items and to drop the items having 

low factor loadings among scales, exploratory factor analysis was conducted 

through SPSS with principal axis factoring. This step initially classified 4 

groups and 9 items showed confusing results generating unverifiable group 

or are being contained in multiple groups at the same time. 2 items 

regarding pay transparency through discussion process that constructed 

separate group were deleted. Although prior studies mentioned discussion 

among employees as one of the main mechanism of pay transparency (e.g. 

Collela et al., 2007), discussion has not been considered in final items since 

that behavior is largely influenced by preference of employees. Therefore, 

this study focuses on pay transparency as an organizational practice which is 

conducted by organizations to eliminate the effect of individual dispositional 

factors. Furthermore, based on prior studies, few items have been deleted 

because they are too similar to other items and some of them contained the 

words which might cause confusion during survey.  

 By expunging items based on factor analysis and literature review, 5 

items has been sorted for each 3 categories. Reliability test also showed 

reliable Cronbach’s α estimates for each category. Results for exploratory 
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factor analysis and reliability test are presented in table 1. 

Table 1. Pilot Test - Pay Transparency Classification 

Item 

No. 
Items 

Factors 

PCT PLT PET 

1 My company provides information regarding criteria 

on the basis of which salary/wages is computed. 
0.869 

  
2 My company explicitly announces the criteria used to 

make pay differentials. 
0.72 

  
3 My company explicitly informs employees of 

compensable factors for determining pay. 
0.857 

  
5 My company discloses the criteria of how pay is 

determined. 
0.787 

  
7 Most employees are informed regarding the criteria of 

their own pay in my company. 
0.828 

  
8 My company discloses information regarding the 

average pay rate for jobs.  
0.828 

 
9 My company explicitly provides information regarding 

pay grades and levels.  
0.597 

 
10 My company opens the information about numbers and 

the range of pay grades to employees.  
0.574 

 

11 
My company makes information public regarding pay 

range minimums and maximums for different pay 

grades.  
0.718 

 

12 My company opens information regarding the 

midpoint of each pay grade to employees.  
0.4 

 
16 My company is clearly open about every employees’ 

pay.   
0.704 

17 My company discloses information regarding 

employees’ pay.   
0.701 

18 My company explicitly announces everyone’s pay 

publicly.   
0.834 

19 My company provides information regarding pay 

differentials between employees.   
0.799 

20 My company discloses other employees’ pay 

information when inquired.   
0.821 

Cronbach’s α 0.929 0.886 0.907 

Kaiser-Meyer-Olkin 0.941 

Bartlett 

Chi-square 1155.11 

Degree of Freedom 105 

p .000*** 

Note. PCT = Pay Criteria Transparency; PLT = Pay Level Transparency; PET = Payee 

Transparency. p*<0.05, p**<0.01, p***<0.001 
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3.2. Field Survey 
 

3.2.1. Participants and Design 
 

Survey was conducted among teams in Korean companies. One of 

the team members were randomly chosen as contact points to distribute the 

survey to each team. Among 150 contact points, 49 teams accepted the offer. 

Each contact points provided the name and e-mails, and survey was 

implemented with ‘Qualtrics’ survey tool. Employees answer questions for 

different types of pay transparencies, procedural and distributive fairness, 

privacy invasion, and organizational conflict. Team leaders were asked 

different types of pay transparencies and task performance and OCB of each 

team members. Survey links to qualtrics was composed with each individual 

e-mail so that the responses can be matched by names and e-mails addresses. 

Total number of 210 employees and 50 team leaders answered the survey 

but cleansing process sorted out the 49 teams and 194 individual data.  

 

 

3.2.2. Measures 
 

As the research primarily focuses on the effect of pay transparency 

as organizational practice, responses regarding pay transparency from team 

leaders had been used for each pay transparency measures. Moreover, as the 

all questions in survey asked in a way that ‘how my company construct the 

pay transparency policies’, it is assumed that each team is under same pay 
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transparency policy and team leader is the best representative to answer pay 

transparency policy practices. 

I asked procedural and distributive fairness with measures developed 

by Colquitt’s (2001); 7 questions for procedural and 4 questions for 

distributive fairness. Questions includes such as “Have you been able to 

express your views and feelings during those procedures?” for procedural 

and “Does your (outcome) reflect the effort you have put into your work?” 

for distributive fairness. Scales for perception of privacy invasion were also 

from prior study (Stone et al., 1983). Although Stone’s studies are mainly 

considering privacy as physical spaces in work places, he also developed the 

matrix of belief, attitude, and behaviors of privacy invasion. Survey item 

includes such as “I feel quite harassed by the uses that organizations make 

of personal information about me”. Organizational conflict measures were 

from Rahim’s seminal study (1983) which classified several dimensions of 

organizational conflict. I used ones for inner team conflict measure. Survey 

item includes questions such as “In our group, we have lots of bickering 

over who should do what job.” 

Although there are diverse measures for job satisfaction, presented 

research used ones from Macdonald and MacIntyre’s (1997) of which 

consist 10 questions include “I feel good about my job”. Moreover, items 

for task performance were chosen from Campbell’s study (1993) which 

includes 6 items such as “Written and oral communication task proficiency 

for this employee is superior.” Finally, measurements for OCB were referred 
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study of Posakoff et al (1990) which contains 5 items that represents most 

from five different dimensions of organizational citizenship behavior; 

Altruism, Conscientiousness, Sportsmanship, Civic Virtue, and Courtesy. 

All questions were developed as 5-points Likert scale. 

As control variables, tenure and pay level has been considered. 

Tenure stands for how people get used to the context and business model of 

the organizations which are clearly antecedents of job satisfaction and task 

performance. Moreover, if an employee stays longer in certain organizations, 

they would have affection toward their company which might trigger them 

to accept company policies as fair and to act voluntary behaviors. Pay level 

is another critical factor that involves emotional affection and fairness 

perception. As the financial remuneration play as the most important 

incentive for employees to behave in a way organization wants, pay level of 

individuals should be controlled when examining antecedents of positive or 

negative organizational and individual outcomes. Similar study of Hartman 

and Slapnicar (2012) also used control variable of tenure and bonus level 

based on the reasons stated above. 

Means, standard deviations, and correlations among variables are 

presented in table 2. Pay level and tenure were included as control variables. 

Although three types of pay transparency practices are highly correlated 

(0.741 between pay criteria and level transparency), these independent 

variables will be examined in different models. 
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3.2.3. Confirmatory Factor Analysis 
 

Before testing hypotheses with survey sample, considering possible 

errors at the same time, confirmatory factor analysis was used with AMOS 

statistics program. As the classification of pay transparency measures is one 

of the main contribution of this study, confirmatory factor analysis with 

responses from 194 survey samples Given the facts that final sample does 

not include any missing data and measures are selected from prior studies 

which guarantee that relationship within measurement model is strong, 

model can be estimated stable even with small sample. Additionally, 

considering the normality of this data set, the skewness below 2 and kurtosis 

below 7, this study does not contain critical distributional defect to examine 

through SEM. 

Although pay transparency practices as independent variables are 

used with the responses from team leaders, as the purpose of this study is 

verify the different set of pay transparency practices, individual level data 

has been used in confirmatory factor analysis. Factor loadings of each item 

and AVE and C.R. values of each group are presented in Table 3. Each five 

separate items in each group presented standardized estimates as more than 

0.8, and AVE and C.R. values of each group satisfied the threshold of 

methodological criteria. All AVE values are above 0.5 and C.R. values are 

over 0.9. 
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Table 3. Confirmatory Factor Analysis 

Item Estimate S.E C.R 
Standardized 

Estimate 
AVE C.R. 

PCT 1 1 
  

0.893 

0.713 0.925 

PCT 2 1.022 0.053 19.415 0.906 

PCT 3 0.948 0.049 19.261 0.903 

PCT 4 0.919 0.047 19.434 0.907 

PCT 5 0.779 0.058 13.491 0.757 

PLT 1 1 
  

0.848 

0.702 0.922 

PLT 2 1.1 0.063 17.393 0.91 

PLT 3 1.13 0.069 16.354 0.881 

PLT 4 1.068 0.067 16.027 0.872 

PLT 5 1.077 0.063 17.228 0.906 

PET 1 1 
  

0.906 

0.772 0.944 

PET 2 1.048 0.056 18.864 0.879 

PET 3 1.039 0.045 23.206 0.949 

PET 4 0.967 0.048 20.231 0.904 

PET 5 0.899 0.051 17.573 0.854 

Note. PCT = Pay Criteria Transparency; PLT = Pay Level Transparency; PET = Payee 

Transparency.  

 

 

3.3. Hypotheses Testing 
 

3.3.1. Level of analysis 
 

Before testing hypotheses, it should be verified that multi-level 

analysis is appropriate for this data set. Because the data set has team-level 

structure as team leaders and members answered at the same time, study is 

not free from nested issue necessarily (Cronbach & Webb, 1975; Burstein, 
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1980a; 1980b). Moreover, as team leader responses regarding pay 

transparency practices are considered as valid measure of independent 

variables and what this study is interested are individual-level outcomes, 

this study should be implemented in multi-level design. Therefore, analysis 

to verify appropriateness using 2-1 direct effect model and 2-1-1 indirect 

effect model had been done beforehand. One of the best ways to estimate 

the possibility is base model testing in hierarchical linear modeling. Job 

satisfaction, task performance, and OCB were tested whether there is a 

significant between-group variance. Intro-class correlation (ICC) represents 

the correlation among data of employees in same group. If the independence 

assumption for regression analysis is satisfied in individual level analysis, 

ICC values will be 0. However, if the ICC value is big enough and random 

effect of incept is significant, it means that data has nested issue and is 

suitable for multi-level model examination. 

Null model test examine the null hypothesis that error variance 

between grand-mean and group-mean of each dependent variables. Table 4 

contains the result to test the portion of variance from level-1 and level-2.  

Total variance of job satisfaction is 0.138, and error variance between 

grand-mean and group-mean of job satisfaction is 0.107 which is significant 

enough to reject the null hypothesis. Moreover, ICC can be calculated by 

these variances that ICC for job satisfaction is 0.253 which means 25.3% of 

total variance of job satisfaction is explained by between-group variance. In 

the same way, task performance showed 0.138 of level-2 variance, 0.123 of 
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level-1 variance, and therefore 0.529 of ICC. OCB showed 0.229 of level-2 

variance, 0.119 of level-1 variance, and therefore 0.658 of ICC. Both of 

these variables showed that enough significance to reject the null hypothesis 

of ICC is 0. In sum, the result proved the necessity of multi-level modeling 

to examine the direct and indirect effect of pay transparency practices on 

individual-level outcomes. 

 

Table 4. Null Model Test 

Variables 
Random 
Effect 

Standard 
Deviation 

Variance df 
Chi-

square 
P-value ICC 

Job 

Satisfaction 

Intercept 0.327 0.107 48 113.08 .000 0.253 

Level-1 0.563 0.317 
    

Task 

Performance 

Intercept 0.372 0.138 48 270.87 .000 0.529 

Level-1 0.351 0.123 
    

OCB 
Intercept 0.478 0.229 48 436.87 .000 0.658 

Level-1 0.344 0.119 
    

 

 

3.3.2. Direct effects 
 

Although each four figures including hypotheses were presented 

separately, bottom line of the research can be distinguished as interests in 

direct and indirect effects of three types of pay transparency. Moreover, 

following mediating effect testing steps by Baron and Kenny (1986), 

indirect effect can be examined when each direct effect is significant in each 

model. Therefore, result has been presented in two parts; table 5 with direct 
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effects of pay transparency practices, and table 6 with indirect effects of pay 

transparency practices. However, mediation testing of table 6 is continuous 

process of table 5. 

In model 1, to provide baseline of hypotheses testing, basic models 

with control variables, tenure and pay level, are presented. In model 2-1 to 

2-3, direct effects of three different pay transparency practices on job 

satisfaction, task performance, and OCB are presented in sequence. These 

result tests hypotheses H1a to 1c, H3a to 3c, and H5a to 5c which argue the 

direct effects from pay transparency practices. First, pay criteria 

transparency showed significant positive effect on job satisfaction but not on 

task performance and OCB which supports only hypothesis 1a. Pay level 

transparency presented significant, although only in p-value of 0.05 level, 

positive effect on all outcome variables which supports hypotheses 3a to 3c. 

However, while pay criteria and level transparency explained several 

positive mechanisms, payee criteria did not show any significant negative 

effect to all variables. This not only suggests that payee transparency might 

not be associated with negative individual outcomes but also there is no 

conditional or main effect of payee transparency to be mediated by 

perception of privacy invasion and organizational conflict. Accordingly, 

following Baron and Kenney (1986), there is no basis for testing hypotheses 

6a to 7c. 
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3.3.3. Indirect effects 
 

Model 3 and 4 in table 6 followed steps to measure mediation 

indirect effect by Baron and Kenny (1986). Moreover, to measure 2-1-1 

multilevel mediation in more precise method, I followed the steps suggested 

by Zhang, Zyphur, and Preacher (2009). They proposed that by using group-

mean centering in level-1 equation and including group mean of level-1 

mediator in level-2 equation, the possibility of decomposition of 

relationship between level-1 variables into between-group and within-group 

components can be prevented (Raudenbush & Bryk, 2002).  

First and second steps are same as ones suggested by Baron and 

Kenny (1986) in multilevel model using HLM. Because direct effects from 

pay transparency variables to outcome variables are tested in table 5, table 6 

shows direct effects from pay transparency variables to mediators as second 

step. As presented in model 3, direct effect from pay level transparency to 

distributive fairness perception is the only path that has been detected 

significant. According to mediation testing process by Baron and Kenny 

(1986), mediating process of pay criteria and payee transparency have no 

longer basis to be examined. Therefore, from model 4-1 to 4-3, mediating 

mechanism of distributive fairness on relationship between pay level 

transparency and three outcome variables were tested. Result shows that 

distributive fairness fully mediates the relationship between pay level 

transparency and job satisfaction while other mediation is not significant. 
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Chapter 4. Discussion 
 

Pay transparency has become one of the critical issues due to the 

fact that it involves sensitive issues in organizations such as gender 

discrimination. Additionally, consequences and even definitions of pay 

transparency have not been clearly dealt with either in theoretical and 

practical areas (Collela et al., 2007). Majority of pay transparency or pay 

communication studies has conducted their empirical research based on 

different definition and measures including self-development process (e.g. 

Bamberger and Belogolovsky, 2010; 2014; Marisi & Bennett, 2016). 

Moreover, since pay information consists of different factors such as pay 

criteria, pay level, and pay information of other coworkers, not only pay 

transparency itself needs to be treated in more specific concepts but also 

different mechanisms should be considered based on different theoretical 

backgrounds such as equity theory (Adams, 1964) or expectancy theory 

(Vroom, 1963). In other words, depending on the type of transparency and 

overarching theory of the studies, pay transparency research and practical 

application might generate largely different consequences. Therefore, to 

build a cornerstone of the pay secrecy or transparency study, presented 

research conducted the exploratory factor analysis to classify different pay 

transparency types based on the prior studies. This verified that pay 

transparency can be distinctively fall into three categories; pay criteria, pay 

level, and payee transparency.  
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Pay criteria, which is transparency regarding the criteria used to 

make pay differentials, showed positive direct effect to job satisfaction. 

When employees participate in decision making process of upper level, 

employees can recognize the respect and caring from their organizations. 

That is why pay criteria would be directly linked to job satisfaction. 

However, although 1 unit of increase in pay criteria transparency would 

significantly increase 0.195 level of job satisfaction, transparency of how 

pay is allocated were not linked with task performance and OCB.  

Pay level, which is transparency regarding pay level given a pay 

grade, has been found to have positive and significant direct effect on all 

three outcome variables, job satisfaction, task performance, and OCB, 

moreover, it showed significant indirect effect on job satisfaction through 

distributive fairness perception as a mediator. It can be assumed that pay 

level information including the grade structure of pay system or maximum 

and minimum of pay range can be the most extensive concept among three 

types of pay transparency. Moreover, when employees are aware of pay 

level information, they not only recognize the information transparency 

from bottom to top in their organizations but also can anticipate their own 

future compensation range when they get promoted or move to other part of 

the company. For these reasons, pay level transparency reduce the 

misunderstanding and jealousy to other employees based on wrong 

information and motivate people to perform better. As the distributive 

fairness fully mediates the relationship between pay level transparency and 
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job satisfaction, employees are satisfied with their work by pay level 

transparency because the openness of information help them to rationalize 

the ratio of their effort and financial remuneration. 

However, payee transparency, which is transparency regarding who 

makes how much, does not have any significant direct and indirect effect on 

outcome variables. This can be interpreted rather interestingly, because 

several former studies largely focus on the aspects of pay transparency as 

payee transparency. Knowing information regarding other’s compensation 

is also closely linked to overarching theories of this study, equity theory 

(Adams, 1963), social comparison theory (Festinger, 1954), and expectancy 

theory (Vroom, 1964), because capability of comparison of their own pay 

with others would trigger the negative attitudes or behaviors such as 

jealousy or social loafing. One of the possible reasons why the effectiveness 

of pay transparency has not been detected is that this study only considers 

the possibility of payee transparency controlled by organization. However, 

considering the inherent motivation of people comparing with others, it 

might be more closely link to how people share their information in 

organizational context. Therefore, further study can be extended to other 

information source which makes transparency in work places. Furthermore, 

although not significant, direct effect of payee transparency showed 

negative relationship with perception of privacy invasion and organizational 

conflict. Consequently, there is a possibility that organizational-initiated 

payee transparency can be interpreted merely as organizational signal of 
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management that is based on equity perception. 

 

 

4.1. Implications 
 

Although pay transparency issue is a hot potato for researchers and 

practitioners in recent work places, even the definition and consequence of 

the pay transparency are not clearly revealed. For instance, pay transparency 

legislation is spreading out in U.S. states based on the rationale that it would 

reduce the gender gap or discrimination regarding pay issues. However, 

such linkage has not been empirically proved in research field. Additionally, 

based on theoretical perspective of equity theory (Adams, 1963) and 

expectancy theory (Vroom, 1964), it is anticipated earlier that letting 

employees recognize about procedure of pay allocation process and grade or 

level structure of pay system can generate positive attitudes or behaviors 

from members of organizations. Moreover, several compensation studies  

(e.g., Lawler, 1965a: Gerhart & Rynes, 2003) also supported that when 

organizations share their pay information with employees, that behavior 

itself can be significant signal to employees which generate fairness 

perceptions from them. However, at the same time, because of dispositional 

motivation to compare themselves with others, people would have conflict 

with teammates about the ratio of effort and money they are paid. 

Additionally, as the pay is a sensitive issue for all workers, openness of pay 
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information might invade the privacy issue which is another sensitive area 

in modern work places. In sum, pay transparency have conflicting effect in 

itself and therefore to be considered specifically. 

 Although the presented research left several issues that can be 

improved in further study, main contribution of this research is, first, giving 

further studies consciousness that pay transparency would have various 

aspects in itself which triggers totally conflicting consequences. According 

to Collela et al (2007), this research focused on two positive and two 

negative mediation effects. Letting people know about the criteria regarding 

how pay is allocated in organization and pay level information including 

grade system and range can improve individual employees’ job satisfaction, 

task performance, and organizations citizenship behaviors. Therefore, not 

only because of equity issue but also because of positive consequences of 

pay criteria and level transparency, employers and HR managers can argue 

pay transparency in their organizations. The effect of payee transparency 

will be more specifically dealt with in further studies referring to following 

limitations and future directions. 

 

 

4.2. Limitations  
 

Due to the fact that this study conducted experimental classification of pay 

transparency, it remained several procedural issues. First, because presented 
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study focused on the pay transparency as HR practices of organizations, it 

clearly has limitation in encompassing all pay transparency types. Especially, 

as discussed above, transparency regarding pay information of other 

employees might not have been detected properly, because, information 

regarding others’ pay can come from different sources. Like dealt within 

studies of Bamberger and Belogolovsky (2010, 2014), information about 

other members’ pay can be controlled by organization, but as Marasi & 

Bennett (2016) pointed out, ‘employee-stemmed’ pay transparency can take 

a large share of payee transparency. Therefore, future research would have 

more comprehensive result if they can consider the pay information being 

transparent through information sharing between employees. 

Secondly, as this is the first study that considers different 

mechanisms of each pay transparency types, these three types of pay 

transparency practice have high correlation among them. Especially, pay 

criteria and pay level transparency showed .741 of significant correlation 

between them. Pay level and payee transparency also showed .546 of 

significant correlation. In practices, it can be easily argued that one typical 

type of transparency would not be solely low which other types are high. 

Moreover, as assumed in hypotheses, these different pay transparency 

practices would have positive and negative effects on individual and 

organizational outcomes. Therefore, with enough sample size, structural 

equation model with all different direct and indirect effect can have be 

fruitful implication to theoretical and practical fields.  
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Abstract 

  

최근 임금정보투명성에 대한 논의가 빠르게 진행되고 있지만, 여전히 임

금정보투명성의 정의와 그 효과에 대해서는 논쟁이 이어지고 있다. 이에 

본 연구는 임금정보투명성의 종류를 임금기준투명성, 임금체계투명성, 

타인임금정보투명성으로 분류하고, 그에 따른 각각의 긍정적, 부정적 효

과를 살펴본다. 각각의 임금정보투명성이 직무만족도, 직무성과, 조직시

민행동에 대해 가지는 직접효과뿐 아니라 각각의 간접효과를 절차공정성 

인식, 분배공정성 인식, 프라이버시 침해 인식, 조직 내 다툼을 통해 설

명하고자 한다. 검증을 위해 첫번째로 탐색적 요인분석을 통해 임금정보

투명성 제도를 성격에 따라 세가지로 분류하였으며, 그 후에 설문조사를 

통한 직접 및 간접효과 검증을 실시하였다. 2-1-1 다층모형 효과를 검

증하기 위해 HLM 프로그램을 활용하였다. 임금기준투명성은 직무만족

도에 긍정적인 직접효과를, 임금체계투명성은 직무만족도, 직무성과, 조

직시민행동 모두에 긍정적인 직접효과를 가졌다. 반면 타인임금정보투명

성은 어떠한 결과 변수 및 매개변수에도 유의미한 영향이 나타나지 않았

다. 분배공정성 인식이 임금체계투명성과 직무만족도간의 관계를 완전매

개 한다고 검증되었으나, 다른 간접효과들은 유의미하게 도출되지 않았

다.  
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