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Abstract 

 

This dissertation is about reward and motivation in Danish knowledge-intensive firms. 

The knowledge-economy involves changing employment relationships and new reward 

practices. In the dissertation connections between various rewards and employee motiva-

tion are analysed in order explain what motivates employees in Danish knowledge-

intensive firms. Theoretically the dissertation is based on a combination of economic, 

psychological, and sociological theories of motivation. The empirical basis is a case-

study of two Danish knowledge-intensive firms – involving a web-based survey and 

qualitative interviews in each firm.  

 

The starting point of the dissertation is the knowledge-economy and implications for em-

ployment relations and especially for reward practices and motivation. Traditionally, pay 

has been based on seniority and on position in the hierarchy. The main idea in new kinds 

of reward management is to pay the person, not the job. This means focusing on qualifi-

cations and competences as well as on different measures of performance.      

 

The literature review on different theories of work motivation leads to a typology of re-

wards. Expectancy theory emphasizes the importance of extrinsic rewards; crowding-

theory recommends focusing on intrinsic rewards, and theories of organizational fairness 

focus on social rewards. Thus we include theories with perspectives of economy, psy-

chology, and sociology.    

 

The empirical analyses of reward and motivation are based on two cases: an IT-firm and 

a pharmaceutical firm. In both firms we conduct a survey with questions regarding atti-

tudes towards different rewards and regarding motivation. As a supplement to the quanti-

tative data, a number of qualitative interviews are carried out. The analyses of connec-

tions between various rewards and employee motivation are primarily based on the quan-

titative data, whereas the qualitative data works as a supplement for interpretation.  
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The analyses show that the different types of rewards all help explain employee motiva-

tion, but that there are some moderating effects of education and condition of employ-

ment on the relationship between  reward and motivation.  

Procedural fairness regarding pay is one of the most important rewards and is found to be 

more important for employee motivation than distributive fairness. Especially for em-

ployees with a long-cycled higher education (defined as knowledge-workers), and for 

employees without a collective agreement, fair procedures regarding pay are very impor-

tant. The analyses suggest that collective agreements prevent perceptions of unfair proce-

dures from translating into lower levels of motivation, because the presence of union 

works as a “guarantee of fairness”.   

 

Another result of the analyses is the importance of job security. However, the effects of 

job security on motivation are moderated by education and by condition of employment. 

Even though job security remains significant in all the regressions, it is most and strongly 

related to motivation as regards employees who does not have a long-cycled higher edu-

cation and as regards employees with a collective agreement. These groups of employees 

greatly value job security, which is characteristically for the traditional kind of employ-

ment relationship. This causes a possible dilemma for firms who want to increase flexi-

bility by using more employees with temporary and individual contracts, because this im-

plies less job security and thus less motivation.     

 

The analyses show no conflicts between extrinsic rewards and intrinsic rewards, and no 

sign of crowding-out effects. Thus it is questioned whether crowding-theory is relevant in 

relation to knowledge-intensive firms. The argument by expectancy theory that employee 

expectations of a connection between effort, performance, and reward increase motiva-

tion is supported by the analyses. Contrary to the arguments by crowding-theory, per-

formance contingent rewards seem to strengthen the self-determination of employees. 

The analyses also show that it is more important for the motivation of knowledge-

workers that pay is related to performance than it is for other employees.  
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1. Introduction 
 

1.1 Research Background 

 

Firms of today are a part of what has been called “the information age”, “the knowledge 

society” or “the knowledge economy” (Newell, Robertson, Scarbrough, & Swan, 2002; 

Nielsen, 2004). The reason behind these labels is the increasing importance of intangible 

assets as the major sources of wealth creation. The focus on knowledge is not entirely 

new though – also traditional manufacturing firms relies on knowledge – but psychical 

assets in shape of machinery, buildings and land are no longer the main measures of suc-

cess. The knowledge economy is characterized by a growing knowledge-intensity of 

business and a growing number of knowledge-intensive firms such as law and accounting 

firms, IT-firms, advertising agencies and pharmaceutical firms.  

 

The above described changes influence the ways firms organize. The traditional bureau-

cratic form are claimed to be obsolete and the trend goes towards flatter, more decentral-

ized structures (Lawler, 2000). Along with these organizational changes there is an in-

creasing attention on how to manage knowledge and knowledge workers. Since knowl-

edge is becoming such an important asset for many firms it is essential to be able to at-

tract, motivate and retain employees with the right skills and the right knowledge. These 

employees are in high demands because they can give firms a competitive advantage in 

today’s business environment.  

 

Knowledge is difficult to collect and codify and it often leaves with the employees. In 

knowledge-intensive firms employees are the most important asset and a source of com-

petitive advantage; therefore a committed workforce is more important than ever before 

(Mowday, 1998). New personnel practices emphasize autonomy because the work tasks 

cannot be planned and controlled the way they used to be.  
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The emergence of the knowledge economy also influence the way firms reward their em-

ployees. Traditionally employees in Danish firms have been paid on the basis of position, 

seniority and age. Even though these parameters are still important in the progress of the 

individual pay there is an increasing interest among firms to use reward policies more 

actively as a part of the personnel policy and as a part of the overall vision and strategy of 

the firm. One might say that the firm to a greater extent than previously sees pay as an 

investment and not only as a cost. The idea is to create a greater connection between the 

employee’s investment in the job and his pay. Instead of paying on the basis of formal job 

characteristics the use of modern reward management means paying on the basis of two 

things: the person (qualifications, competence, and interpersonal skills) and the results 

(different output measures). The aim is to increase the motivation of employees, attract 

and retain excellent performers and thereby eventually improve the result of the firm 

(Ibsen & Scheuer, 2000: 23). These kinds of reward practices can also be seen as a new 

managerial instrument in the globalized economy for firms that constantly have to meet 

new challenges. By making pay dependent on qualifications and results of employees the 

firms can achieve an increasing flexibility by using the reward system to motivate em-

ployees to do more, but just as importantly, to motivate them to do more of the right 

things (Marsden, 2004b).   

 

In most of the literature on reward management there is a focus on how best to link these 

rewards to employee performance (Brown, Heywood, & edition, 2002; Durham & Bartol, 

2004; McKenzie & Lee, 1998). In this literature on “pay for performance” or “perform-

ance-related-pay” there is an awareness that the reward systems have to fit with the over-

all strategies and personnel policies of the firm in order to have the positive effects on 

performance. It is also emphasized that reward systems can have some dysfunctional ef-

fects if they are not well constructed – in other words the important thing is to get the in-

centives right so to say.  

 

However, some researchers believe there are more fundamental problems connected to 

these kinds of reward practices. The main argument here is that an increased focus on 

economic incentives under some circumstances crowd out the natural motivation of the 
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employee to do a good job (intrinsic motivation) (Deci & Ryan, 1985; Deci, Ryan, & 

Koestner, 1999; Frey, 1997; 1997a; 2001; Frey & Oberholzer-Gee, 1997; Kohn, 1993). 

Instead employers should try to enhance the motivation of employees by making work 

more interesting, increasing the autonomy etc. This objection concerns the possible con-

flicts between extrinsic and intrinsic incentives in motivating employees.  

 

In a more sociological approach social norms of fairness are seen as important aspects in 

order to understand employee motivation. Employees are not isolated atoms in a social 

vacuum. They participate in ongoing social exchanges at work and adhere to social norms 

as well as to various individual needs. Originating in the studies at Hawthorne and classic 

sociological and social psychological theories of social exchanges and reference groups, 

theories of organizational fairness claim that employee behaviour is guided by instrumen-

tal as well as social normative considerations.  

  

1.2 Research Question 

 

The objective of this dissertation is to analyse the connections between different kinds of 

rewards and employee motivation in knowledge-intensive firms. Much research has been 

carried out in the area of work motivation, but only few studies have systematically 

looked into the relationships between reward and motivation in knowledge-intensive 

firms.   

 

This dissertation addresses reward management and motivation and its research question 

is therefore formulated as follows: 

 

What are the connections between various rewards and employee mo-

tivation in Danish knowledge-intensive firms? 

 

The empirical basis of the dissertation is case studies conducted in two knowledge inten-

sive firms – an IT-firm and a pharmaceutical firm. Both firms are located around Copen-
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hagen and have approximately 600 employees. The case studies include a firm survey 

covering all employees excluding top management and 19 qualitative interviews. The 

analyses of the connections between reward and motivation are based on the quantitative 

data from the surveys. The quantitative analyses are supplemented by the qualitative in-

terviews in order to contextualize and help interpret the statistical correlations.  

 

1.3 Conceptual Clarification 

 

Before moving on it is appropriate to define the concepts used in the research question 

above. There are three main concepts, which need some clarification: reward, motivation 

and knowledge-intensive firms. 

 

1.3.1 The concept of reward 

 

Rewards/incentives1 are more than money. An incentive is something which is offered in 

order to make employees contribute to the firm. Chester Barnard writes: “The contribu-

tions of personal efforts which constitute the energies of organizations are yielded by in-

dividuals because of incentives” (Barnard, 1938: 139).  

 

Incentives are often classified as either extrinsic or intrinsic (Rose, 2003). Extrinsic in-

centives are for example pay, career opportunities and job security, whereas intrinsic in-

centives are for example variety in work and autonomy. Frederick Taylor’s scientific 

management is an example of an early theory of motivation, which focuses exclusively 

on extrinsic incentives such as physical working conditions and piece rates (Taylor, 1912). 

The famous Hawthorne experiments looked into extrinsic as well as intrinsic aspects of 

work motivation. One of the most important findings at Hawthorne was the importance of 

informal work groups for employee motivation. The work of Herzberg based on 

Maslow’s hierarchy of needs, distinguishes between motivation factors and hygiene fac-

                                                 
1 “Reward” and “incentive” are used interchangeably throughout the dissertation.  
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tors, arguing that intrinsic incentives makes employees satisfied, whereas extrinsic incen-

tives only prevents them from being dissatisfied. Thus the distinction between extrinsic 

incentives and intrinsic incentives is not a new one, but is resembled in current discus-

sions of reward management.   

 

1.3.2 The concept of motivation 

 

The concept of motivation is widely used and often without any explicit definition. In the 

dissertation focus is on motivation as related to the place of work. Basically it can be 

termed this way:  

 

“By motivation, we mean the degree to which a person is moved or aroused to 

expand effort to achieve some purpose. Work motivation refers to how much a 

person tries to work hard and well – to the arousal, direction, and persistence of 

effort in work settings” (Rainey, 1993: 20).  

 

So motivation has to do with the arousal, direction, and persistence of behaviour. Put 

slightly different: “From our research it appears that most researchers consider motivation 

to represent the drive behind human behaviour” (Hollyforde & Whiddett, 2002: 3). Em-

pirically it has been very difficult to measure motivation, because the above definitions 

make it hard to say what is actually meant. A central question is, whether motivation is an 

attitude, behaviour, or both (Rainey, 1993).  

 

Carolyn Wiley has looked at over 40 years of motivation surveys (1997). Four surveys 

were undertaken, the first in 1946 and the last in 1992. In all the surveys employees were 

asked to rank ten “job reward” factors. In 1992 they were asked to rank the ten factors 

“according to how important each is in motivating them, as employees, to do their best 

work” (Wiley, 1997: 270). This way of measuring motivation leaves it up to the respon-

dents to decide what they understand by the concept of motivation. We get to know how 

workers rank the importance of different factors in relation to what motivates them “to do 
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their best work”. Motivation is measured as an attitude towards different rewards, and it 

is inferred that a high ranking of e.g. “good wages” means that good wages lead to the 

desired behaviour.  

 

Some researchers have simply asked how hard one works and how often one does extra 

work. The problems with this way of measuring motivation is that most people think they 

work hard and also harder than their co-workers, among other things because of the social 

desirability of working hard. Therefore this is not a very reliable measure of motivation 

and moreover the small variation in the dependent variable (motivation) makes it impos-

sible to test for the determinants of these differences (Rainey, 1993).   

 

Some studies claim to work with a variable called motivation, but confound both concept 

and measure with a related variable. A study of salesperson motivation in a territory re-

alignment measured motivation by three questions regarding willingness to work long 

hours, efficiency in performing sales activities, and carefulness in working on the highest 

priority tasks first (Smith, Jones, & Blair, 2000). This conception of motivation was hy-

pothesized to correlate with performance, which was also measured by three questions: 

how well one performed, effectiveness in producing high market share, and effectiveness 

in selling products with high profits. This study illustrates a common problem in research 

regarding motivation. The theoretical model distinguishes between motivation and some 

other concept hypothesized to be related to motivation – in this study the concept of per-

formance. The theoretical definition of motivation is very vague and difficult to distin-

guish from the concept of performance, which is hypothesized to be dependent on moti-

vation. When it comes to actually measuring these concepts they are also confounded as 

in the above example where the measure of motivation includes one question directly 

asking about performance.  

 

Birgit Benkhoff measures motivation by asking employees about their effort (Benkhoff, 

1996). The respondents are asked with which of four statements they agree most. She 

tries to avoid the influence of social desirability on the answers by having one quite ex-

treme option saying: “I put myself out in my work and I often do more than is demanded 
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of me. My job is so important to me that I sacrifice much for it”. This might help distin-

guish the really hard working employees from the rest. The second option would namely 

be acceptable to most people as well: “All in all I enjoy my work and every now and then 

I do more than is required. But this should not be a permanent situation”. The last two 

options are formulated to capture employees with a “lack of motivation”: “In my job I do 

what is demanded of me…”, and “I often have to force myself to go to work…” 

(Benkhoff, 1996: 741). The part of employees who agree most with the first statement is 

22 %, there are 72% who agree most with the second statement, whereas around 6 % 

agree most with the last two statements.2 Benkhoff also uses employee participation in 

voluntary tasks as a measure of effort, which also helps in differentiating the hard work-

ing employees. Still this measure of motivation relies on employee attitudes like the 

above mentioned study by Wiley asking employees to rank the importance of different 

rewards. Work motivation in Wiley’s study is about “doing the best work”, whereas work 

motivation in Benkhoff’s study is about effort expended. These two measures do not nec-

essarily coincide. Some workers might expend considerable effort without “doing their 

best work”, and the other way around, some workers might be “doing their best work” 

without much effort expended. This illustrates the difficulties of comparing studies of 

work motivation. 

 

Researchers have employed many other measures of motivation, which reflects the con-

ceptual differences. Guion and Landy (1970; 1972) measured motivation by using peer 

ratings. Instead of asking workers about their own motivation this measure is based on 

observations by a person’s co-workers. This approach has not been used by other re-

searchers – probably “because this method requires considerable time, resources, and or-

ganizational access to administer” (Rainey, 1993: 21). Their measure of work motivation 

has seven dimensions: team attitude, task concentration, independence/self-starter, organ-

izational identification, job curiosity, persistence, and professional identification (Guion 

et al., 1970: 96).  

 

                                                 
2 4.3 % and 1.9 % respectively. 
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This multidimensional conception of motivation on the other hand has become widely 

used and accepted in the literature. The concept of motivation can be seen as an implicit 

theme in research on related topics including performance, commitment, work goals, and 

rewards etc. (Locke & Latham, 1990). Several writers argue that the concept of motiva-

tion should be given the status of an umbrella concept that refers to a general topic rather 

than a precisely defined and measured research variable (Rainey, 1993). Motivation can 

be seen as an umbrella concept that:  

 

“…has to do with a set of independent/dependent variable relationships that ex-

plain the direction, amplitude and persistence of an individual’s behaviour holding 

constant the effects of aptitude, skill, and understanding of the task, and the con-

straints operating in the environment” (Campbell & Pritchard, 1976:65).  

 

This line of thinking is followed in the dissertation. Motivation is seen as a general con-

cept including different attitudes. The more specific and operational concepts of affective 

organizational commitment and job satisfaction are used in the analyses of the connec-

tions with different kinds of rewards. Affective organizational commitment regards a psy-

chological attachment to an organization which includes three factors: a belief in the or-

ganization’s values, a willingness to exert effort on behalf of the organization, and a de-

sire to maintain membership (Mowday, Porter, & Steers, 1982: 27). Job satisfaction re-

gards a psychological attachment to a particular job. It includes the contractual aspects of 

jobs as well as qualitative experiences (Rose, 2003: 505-506). Edwin A. Locke has the 

following definition: “Job satisfaction may be defined as a pleasurable or positive emo-

tional state resulting from the appraisal of one’s job or job experiences” (1976: 1300). 

Affective commitment and job satisfaction has implications for employee behaviour and 

can thus be seen as attitudes that help explain direction, amplitude, and persistence of be-

haviour.  

 

In this dissertation motivation is treated as an umbrella concept, which has become com-

mon practice in the literature because of challenges and controversies regarding a precise 

operational definition of motivation. Therefore my model of work motivation does not 
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include a variable labelled “motivation”, but motivation is the implicit theme overarching 

the analyses of affective commitment and job satisfaction. 

 

1.3.3 The concept of knowledge-intensive firms  

 

The concept of knowledge-intensive firms is an extension of the traditional distinction 

between labour-intensive firms and capital-intensive firms. These concepts are used to 

describe the relative importance each factor as inputs of production (Starbuck, 1992: 715). 

Therefore knowledge-intensive firms are characterized by the relative importance of 

knowledge for the production. Since knowledge is not as easy to quantify as labour and 

capital the concept of knowledge-intensive firms becomes rather vague. Alvesson defines 

knowledge-intensive firms as follows: 

 

“The category of knowledge-intensive companies refers to firms where most work 

is said to be of an intellectual nature and where well-educated, qualified employ-

ees form the major part of the work force” (Alvesson, 2001: 863).  

 

This definition includes the type of work performed as well as characteristics of the em-

ployees. A pragmatic approach to the definition of knowledge-intensive firms is to focus 

on characteristics of the employees. Alvesson and Starbuck both suggest using years of 

formal education as a measure of knowledge, and thus knowledge-workers can be defined 

as employees with a university or equivalent education (Alvesson, 1993; Starbuck, 1992). 

Even though this definition seems rather reductionistic it is the only way we can compare 

different firms and workers without very subjective judgements. Because of its simplicity 

the definition should be handled with prudence, though.   
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1.4 Outline of the Dissertation 

 

The dissertation consists of seven chapters. 

 

In chapter 2, Work Motivation, different theories of work motivation are discussed. The 

chapter begins with a discussion of motivation based on self-interest and motivation 

based on social norms and ends with a typology of incentives distinguishing between ex-

trinsic incentives, intrinsic incentives, and social incentives. Classics of the literature on 

motivation are then discussed: Scientific management, The Hawthorne Experiments, and 

the theories of Maslow and Herzberg. It is concluded that despite the different focus of 

these theories they share a rather mechanical view on work motivation. The more recent 

theories of work motivation, which forms the basis of the empirical analyses, are expec-

tancy theory, crowding-theory and theories of organizational fairness.       

 

In chapter 3, Reward Management in the Knowledge Economy, we discuss the concept of 

knowledge-intensive firms, the new employment relationship, and the implications for 

reward and motivation. The definition of knowledge-intensive firms and knowledge-

workers is discussed, and we end up with a typology of different types of knowledge-

intensive firms. Subsequently the general changes of the labour market and the possible 

implication for the employment relationship is discussed. This includes the concept of 

psychological contracts. Finally, new kinds of reward practices and their rationales are 

discussed.  

 

In chapter 4, Methodological Issues, we discuss the methodological approaches in the 

dissertation. The chapter begins with some general reflections on the strengths and weak-

nesses of quantitative and qualitative methods. After that there is a discussion of the case 

study design, the survey, the qualitative interviews, and a description of the two case 

firms. The primary data comes from the surveys, which are embedded in two concrete 

cases and thus supplemented by qualitative data. This enhances the reliability of the ques-

tionnaire and the possibilities to interpret the results.  
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In chapter 5, Affective Commitment and Job Satisfaction, we discuss these concepts 

which are the operational concepts included under the general umbrella concept of moti-

vation. After defining and operationalizing these concepts we discuss current research 

regarding their antecedents and consequences. The most important consequences of af-

fective commitment and job satisfaction are higher performance and fewer turnovers. The 

discussion of the antecedents ends up with the formulation of 15 hypotheses regarding 

connections between various rewards and motivation to be tested in the multiple regres-

sions.  

 

In chapter 6, The Connections between Reward and Motivation, we discuss the finding of 

the multiple regressions. The chapter begins with a general presentation of the statistical 

correlations found in the regressions on affective commitment and job satisfaction. Af-

terwards we discuss in detail the findings regarding distributive fairness and procedural 

fairness, including the findings of the separate regressions by education and by firm. 

Then we discuss the importance of job security and career opportunities followed by a 

discussion of the findings regarding the variables based on expectancy theory and crowd-

ing theory. Finally, we discuss some dilemmas of reward management in the knowledge-

intensive firms.  

 

In chapter 7, Conclusion, we summarize the main findings of the dissertation.                
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2. Work Motivation 
 

Work motivation has been studied by researchers with different academic backgrounds. 

Psychologists, economists, and sociologists all have their approach to the explanation and 

understanding of work motivation. Whereas psychologists and economists primarily ex-

plain work motivation by conditions on the individual level sociologists include social 

conditions and societal level factors. Psychologists typically focus on needs or cognitive 

processes in explaining what motivates behaviour at work. Economists focus on future 

rewards as drivers of employee behaviour at work, whereas, sociologists typically focus 

on group processes, culture and social norms in explaining work motivation. 

 

A recurrent discussion in the social sciences is that between advocates of “economic 

man” (homo economicus) and advocates of “sociological man” (homo sociologicus). This 

discussion is highly relevant within the area of work motivation, since these different 

views on individuals have implications for which factors are the most important motiva-

tors at work. The sociological “pushed-from-behind view” includes for example uncon-

scious behaviour, traditional behaviour, reactions to stimuli, and behaviour according to 

social norms – all forces that act behind the back of the individuals. The economic 

“pulled-from-the-front view” includes intentional behaviour related to future possibilities. 

Individuals have the capacity to relate to the future and make rational choices  (Gambetta, 

1987).  

 

2.1 Self-Interest and Social Norms 

 

One of the prime representatives of homo sociologicus is Emile Durkheim (Durkheim, 

1995 [1912]). According to Durkheim individual behaviour is to a great extent deter-

mined by the social structures of society. Some of his work can be described as a kind of 

social physics where individuals are seen as objects reacting to different circumstances, in 

the manner prescribed by norms and tradition. The social structures, in the shape of 

norms and values, are internalized by the individuals and “push” towards certain behav-
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iour. Homo economicus is often associated with the thoughts of Adam Smith (Smith, 

1976 [1776]). According to Smith individuals are guided by their economic self-interest 

and behave instrumentally rational – “pulled” by the prospect of future rewards. Thus it is 

the actions of atomized individuals guided by self-interest that creates the structures of 

society. There is also a strong normative element in these lines of thought. Smith believes 

that by following their own economic interest individuals actually end up serving the in-

terest of society in general as if “an invisible hand” were guiding their behaviour. On the 

other hand Durkheim was concerned that greedy individuals would destroy the cohesion 

of society – therefore individual self-interest had to be restrained and regulated in order to 

be able to serve the general interest (Swedberg, 2003).    

 

This description of these big thinkers serves the purpose of clarifying two opposing views 

on human nature and human motivation. Smith was aware that individuals are driven by 

more than pure self-interest and Durkheim was aware that self-interest play a role in eco-

nomic activities, but their emphasis on what is motivating human behaviour and what 

should motivate human behaviour is quite different.  

 

Both lines of though in their caricatured form has been heavily criticized. The preferences 

of homo economicus are exogenous, which means that individuals will always try to 

maximize a given utility function. Preferences are assumed to be constant and therefore 

not a part of explanandum. Homo economicus is ahistorical and asocial, which is not a 

realistic description of individuals. Humans are partly a product of their own past as well 

as influenced by the history of the society in which they live. They do not act in a vacuum, 

but are influenced by their immediate social relations and the wider institutions of society. 

The preferences of homo sociologicus are endogenous, which means that they depend on 

the social context and can change over time. Homo sociologicus is determined by his his-

tory and by social structures working as internalized norms and scripts for behaviour. 

Humans are seen as conform and passive receivers of prescribed behaviour. This view 

underestimates individuals’ capacity of intentional action. Humans are not like animals; 

they can choose among different options and are not determined by their past or by the 

social structures.  
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The discussion of homo economicus versus homo sociologicus partly resembles other 

discussions in the social sciences. The dualisms: actor-structure, voluntarism-

determinism, and individualism-holism also relate to the question of whether primary 

emphasis must be given to individual action or to social structures. Are individuals free to 

choose the direction of their actions or are they merely slaves of the past, and is society 

just the sum of individual behaviour or is it more than the sum of the parts? Several au-

thors try to overcome these dualisms e.g. Pierre Bourdieu who uses the concept of “habi-

tus” which combines the objective structures of the field with the subjective representa-

tions of these structures in explaining human behaviour, and Anthony Giddens whose 

theory of structuration includes the concept of “social practice” which mediates between 

agency and structure (Bourdieu, 1977; 1990; Giddens, 1979; 1990). Within the area of 

economic sociology Mark Granovetter has criticised what he calls the under-socialized 

and the over-socialized accounts of individuals:  

 

“Actors do not behave or decide as atoms outside of social context, nor do they 

adhere slavishly to a script written for them by the particular intersection of social 

categories that they happen to occupy. Their attempts at purposive action are in-

stead embedded in concrete, ongoing systems of social relations” (Granovetter, 

1985: 487).  

 

Actually Granovetter argues that homo economicus and homo sociologicus has in com-

mon the view on actors as atomized. Why this is the case for homo economicus has all 

ready been discussed, but according to Granovetter atomization is also the case for homo 

sociologicus, and this results “…from the fact that behavioral patterns have been internal-

ized and ongoing social relations thus have only peripheral effects on behavior” 

(Granovetter, 1985: 485). In the over-socialized approach individuals are detached from 

the dynamic context of influences working on them, and are seen representing a static 

social category. It can also be argued that homo economicus is just as determined in his 

actions as homo sociologicus, since the former is automatically adjusting to market prices 

or more generally adjusts behaviour systematically as the incentive structures change 
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(Gambetta, 1987).  In that way both views actually neglects the intentionality of individ-

ual action and the possibility of individuals acting strategically and reflectively in differ-

ent situations.  

 

According to Elster two3 solutions has been put forward in order to solve the antagonism 

between homo economicus and homo sociologicus (Elster, 1989). First, we have the 

eclectic argument that some behaviour can be explained by self-interest and some by so-

cial norms, or that most behaviour is determined by self-interest as well as social norms. 

Second, we have the argument that all behaviour is ultimately due to some kind of opti-

mizing. Social norms are merely used as strategic tools in order to achieve the best out-

come in a given situation.  

 

Against the view that social norms are ultimately a tool to help promote self-interest, 

there are two main arguments. First, for norms to be social they must be shared and sanc-

tioned by other people, but external enforcement of social norms is not always necessary. 

Norms are not just followed because of fear of sanctioning – i.e. out of self-interest. A 

problem with this view is that individuals have no incentive to enforce the social norms 

other than the fear of being sanctioned themselves. Since it is assumed to be costly to per-

form the enforcement, there must be someone who is motivated by something else than 

the fear of being sanctioned, otherwise this reasoning leads to infinite regress. Second, 

the argument that norms are merely instruments in the hands of self-interested individuals 

is actually self-defeating. If everybody were just using social norms to achieve their own 

goals, social norms would lose their power as an independent motivating force.     

 

Elster adopts the eclectic view in which social norms have their own reality and auton-

omy working as independent motivators of behaviour. Social norms often have an inde-

pendent grip on the mind of individuals, which causes them to feel guilt or embarrass-

ment by (the thought of) breaking the norms. In other word norms can be internalized and 
                                                 
3 He also mentions a third solution, which is the argument that all behaviour ultimately stems from social 
norms. Instrumental rationality is just one social norm among others, which individuals in modern Western 
societies due to socialization believe to be something special. However, he rejects this on the grounds that 
no one has given a coherent account of this solution!  
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therefore followed “…even when violation would be unobserved and not exposed to 

sanctions” (Elster, 1989: 131). Social norms are not followed mechanically, though, but 

are subject to reflexive considerations. Often self-interest and social norms coexist in the 

motivation of a single action. First, self-interest may constraint norm following: I carry 

out my civic duty of voting if it is not too rainy, so I will get wet going to the election lo-

cale. Second, social norms may constraint self-interest: Bargaining with strong competi-

tiveness may coexist with trustworthiness that restrains opportunism. Elster defines the 

two different motives of behaviour as follows:  

 

“Rational action is concerned with outcomes. Rationality says, ‘If you want to 

achieve Y, do X’. By contrast, I define social norms by the feature that they are 

not outcome-oriented”4 (Elster, 1989: 98). 

 

Rationality is oriented towards the future, and what has happened in the past does not in-

fluence individual actions. For social norms the past is essential in deciding how to be-

have in a given situation, because past events can be important reference points for cur-

rent behaviour – e.g. in wage bargaining previous agreements are framing current discus-

sions. 

 

Elster identifies different norms of fairness widespread among employees when it comes 

to the issue of pay. There are norms of equality, equity, and fair division. Therefore dif-

ferent aspects are brought into play in relation to what is considered a “fair wage”. In the 

relationship between employees and employers especially two norms are of importance: a 

norm that employees should benefit from any economic progress of the firm, and a norm 

about a reference level for wage fixing. These norms indicate that pay satisfaction is to 

some extent a matter of relativities, where own previous pay or pay of others functions as 

reference-levels (Elster, 1989: 215 ff.). Relativities are of central importance to the un-

derstanding of human motivation according to a social normative approach, whereas an 

economic approach focuses on the absolute size of rewards.  

                                                 
4 Elster’s approach to social norms is from the perspective of methodological individualism. Therefore the 
above definition relates to the individual level. Durkheim, who has a holistic approach, would argue that 
social norms can and often is outcome-oriented at the collective level. 
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Theories of work motivation focus on different kinds of incentives. A general approach in 

the literature is to distinguish between extrinsic incentives and intrinsic incentives. Ex-

trinsic incentives include contractual aspects of the job, whereas intrinsic incentives in-

clude qualitative aspects of the work. Examples of the former are pay, career opportuni-

ties, and job security, whereas examples of the latter are variety in work and self-

determination. Theories of organizational fairness focus on social normative motives and 

thus fall outside the above distinction. Perceptions of fairness are neither a part of the 

contractual aspects of the job, nor aspects of the actual work. Thus we create a third cate-

gory of incentives called social incentives. Social incentives include the social normative 

aspects of the employment, for example distributive fairness and procedural fairness.  

 

Theories of work motivation are often classified as either content theories or process 

theories. Content theories are focusing on particular needs or rewards that should be con-

tained in motivation theories, whereas process theories are more focused on behavioural 

and psychological processes (Rainey, 1993; Steers, Porter, & Bigley, 1996).  

 

Craig Pinder distinguishes among four different perspectives on humans: need-satisfying 

creatures, rational information processors, emotional creatures, and learning creatures 

(Pinder, 1998). Under these different headers he puts the different theories of motivation. 

In the following the dichotomy of content theories and process theories are applied. The 

distinguishing feature of this typology is whether focus is on certain needs/rewards or on 

psychological/sociological processes. It can be argued that the content theories include 

Pinder’s need-satisfying creatures and his emotional creatures since these perceptions of 

humans focus on the static aspects of motivation. Need-satisfaction is included in the 

content-category, because focus is on satisfaction of all ready given needs. Moreover, if 

emotions are considered as human needs the same counts for the perspective of emotional 

creatures. Emotions on the other hand can also be seen in a process perspective as some-

thing which is the subject of change. Pinder’s rational information processors and learn-

ing creatures can be colluded and included in the process theories, since both perspectives 

emphasize cognitive or social processes.  
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Theories like Maslow’s Hierarchy of Needs Theory and Herzberg’s Motivation Hygiene 

are easy to classify as content theories because of their almost exclusive focus on the ful-

filment of certain needs. The Hawthorne Experiment is not really a theory, but because 

the studies at Hawthorne have contributed significantly to the knowledge of work motiva-

tion, they are independently included in the table. Contrary to the classification of 

Maslow and Herzberg, the classification of the Hawthorne Experiments can be discussed. 

It is placed under content theories because even though the researchers looked into work 

group processes and thoughts of individual workers, focus was still on the function of the 

group in relation to the needs of the workers and in relation to the needs of the organiza-

tional. As regards the process theories, Expectancy Theory is obviously placed here, be-

cause of the focus on cognitive processes. Equity Theory focuses on processes of equity, 

but it can also be argued that it works with a need for equity, and thus the classification is 

not entirely unambiguous. In table 2.1 below some of the important theories of work mo-

tivation have been categorized as either content theories or process theories. 

 
Table 2.1: Content theories and process theories of motivation 
 

Content Theories Process Theories 
Key author Name of theory References Key au-

thor 
Name of theory References 

Taylor Scientific Man-
agement 

(Taylor, 1912) Skinner Reinforcement 
Theory 

(Skinner, 
1953) 

Mayo The Hawthorne 
Experiments 

(Mayo, 1949 [1933]) 
(Roethlisberger & 
Dickson, 1970 [1939]) 

Vroom 
 

Expectancy The-
ory 

(Vroom, 
1964) 

Maslow Hierarchy of 
Needs Theory 

(Maslow, 1970 [1954]) Adams Equity Theory (Adams, 
1965) 

Herzberg Motivation Hy-
giene Theory 

(Herzberg, Mausner, 
& Snyderman, 1993 
[1959]) 

Locke Goal-setting 
Theory 

(Locke, 1968) 

McGregor Theory X and Y (McGregor, 1960) Deci Cognitive 
Evaluation The-
ory 

(Deci, 1975) 

McClelland Achievement 
Theory 

(McClelland, 1961) Bandura Social Learning 
Theory 

(Bandura, 
1977) 

Alderfer Existence-
Relatedness-
Growth Theory 

(Alderfer, 1972) Greenberg Organizational 
justice theory 

(Greenberg, 
1987a)  
 

   Lawler Expectancy The-
ory 

(Lawler, 
1995) 

   Frey Crowding Theory (Frey, 1997) 
Source: Inspired by (Rainey, 1993) 
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If we combine the distinction between content theories and process theories with the dis-

tinction between extrinsic incentives, intrinsic incentives, and social incentives, we get 

six different categories of motivation theories. These are shown in table 2.2 below.  

 
Table 2.2: Typology of work motivation and incentives 

 
 Individual level Social level 

 Extrinsic incentives Intrinsic incentives Social incentives 

Content Taylor Maslow/Herzberg Mayo 

Process Vroom/Lawler Deci/Frey Adams/Greenberg 

Source: Own creation 

 

2.2 Outline of the Chapter 

 

In order to clarify the content and structure of the literature review of work motivation, 

the central theories are briefly introduced.  

 

According to Drucker the first systematically to apply knowledge to the work setting was 

Frederick Taylor (Drucker, 1993). In the scientific management approach workers are 

predominantly seen as objects moved by extrinsic incentives (Taylor, 1916). From the 

perspective of organization theory this approach can be categorized as belonging to the 

rational system perspective (Scott, 2003). Organizations are seen as rational units that 

pursue specific goals. In that sense rationality lies at the organizational level and not at 

the individual level. Correspondingly this can be argued to be relevant for the strictly 

economic (under-socialized) approach, where rationality is found on the structural level – 

the price mechanism on the market and the incentive structure in the organization – and 

where individual choice is almost neglected.  

 

The Hawthorne experiments and Human Relation theory introduce a different and more 

differentiated picture of human motivation. The Hawthorne experiments showed that 

workers are social beings not only motivated by extrinsic incentives (Roethlisberger et al., 

1970 [1939]). Also relations with supervisors, relations with co-workers and more gener-
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ally the worker’s position in the social structure affect motivation. Especially insights 

about the informal organization of work groups and their relations to the formal structures 

were path-breaking at the time. Informal structures are not a part of the rational system 

perspective mentioned above, but can be found in what Scott categorizes as the natural 

system perspective (Scott, 2003). In this perspective organizations are seen as consisting 

of formal structures as well as informal structures. The organization does not necessarily 

have a clearly specified goal, since different groups within the organization can pursue 

different goals. What is usually common ground among the different groups is the goal of 

organizational survival. The concept of employee behaviour is much broader in the natu-

ral system perspective and includes social normative motives. Representatives of this 

school of thoughts are Elton Mayo, who was a part of the research team at Hawthorne, 

Abraham Maslow, whose theory of the hierarchy of needs has become general knowledge, 

and Frederick Herzberg, who is known for the theory distinguishing between hygiene fac-

tors and motivation factors (Herzberg, 1968; Maslow, 1970 [1954]; Mayo, 1949 [1933]). 

As opposed to scientific management these researchers strongly emphasise the impor-

tance of intrinsic incentives, but can anyhow be criticized for some of the same reasons as 

in the case of Taylor. They all operate with some assumptions of universal needs that 

make individuals behave the way they do. According to Mayo workers have a psycho-

logical need to belong to a work group, which does not leave much room for choice. 

Maslow’s hierarchy of needs determines how the workers react to certain stimuli and 

Herzberg theory of hygiene factors, which builds on the work of Maslow, suffers from 

the same mechanical view on motivation.  

 

A more recent economic approach to work motivation is expectancy theory. This theory 

is originally formulated by Victor Vroom and has been further developed by Edward 

Lawler (Lawler, 2000; Vroom, 1964). In expectancy theory it is assumed that individuals 

are driven by self-interest and thus will engage in behaviour expected to lead to the most 

wanted outcome. More accurately the theory states that motivation is the product of the 

perceived probability that an act will lead to an outcome and the perceived valence of that 

outcome. The focus of expectancy theory is on cognitive processes and not on specific 
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needs as in the examples above. This means that individuals are given a room for choice 

between different alternatives. 

 

Based on economic theory and the psychological theory of cognitive evaluation, Bruno 

Frey has developed the theory of crowding-out (Frey, 1997). Frey distinguishes between 

extrinsic motivation induced by external interventions, and intrinsic motivation which 

comes from within the person. The main argument of the theory is that external interven-

tions – for example economic rewards – crowd-out intrinsic motivation if these interven-

tions are perceived to be controlling. Economic theory acknowledges the existence of in-

trinsic motivation, but does not see any conflict between the two kinds of motivation.    

Thus according to crowding-theory and contrary to economic theory, individual prefer-

ences are not exogenous but depend on the context. In other words, the effects of an ex-

ternal intervention on extrinsic motivation are always the same, whereas the effects on 

intrinsic motivation depend on the context.  

 

Following the sociological line of thought, theories of fairness and justice in organiza-

tions have a somewhat different idea of work motivation. A starting point for these theo-

ries is equity theory developed by John Stacy Adams (1965).  This theory states that mo-

tivation is a product of social exchange processes. Generally individuals evaluate an ex-

change process by comparing the ratio of inputs and outcomes with the ratio of a com-

parison other. Employees typically compare their pay with the pay of colleagues or some 

other reference group, but comparisons can also be made with e.g. pay in a former job. 

Perceived inequity or injustice is predicted to cause dissatisfaction and less motivated 

employees. The concept of justice5 regards the question of distribution – distributive jus-

tice. In more recent theories of organizational justice the concept includes a distributive 

aspect as well as a procedural aspect. Whereas distributive justice deals with the justice of 

outcomes procedural justice deals with the justice of the procedures leading to that out-

come. “In other words the focus shifts from what was decided to how the decision was 

made” (Cropanzano & Folger, 1996: 72).  

 

                                                 
5 The concepts of equity, justice and fairness are used interchangeably in the dissertation. 
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The following sections of this chapter review the literature on work motivation with an 

emphasis on incentives in organizations. The chapter is structured by the preceding dis-

cussions of self-interest and social norms. Scientific management and the Hawthorne ex-

periments have formed the basis for current theories of motivation. Therefore the litera-

ture review starts with a discussion of those contributions to the knowledge of work mo-

tivation. The Hawthorne experiments inspired a long list of researchers to explore the so-

cial aspects of work, and the “Human Relations School” was largely a product of the re-

search at Hawthorne. These include the so called Neo-Human Relations theorist, such as 

Maslow and Herzberg (Scheuer, 2000). Expectancy theory, crowding theory, and theories 

of organizational fairness are discussed in relation to work motivation. These theories 

constitute the basis of the analyses of reward and motivation.   

 

2.3 Scientific Management 

 

Frederick Winslow Taylor (1856-1915) studied law at Harvard, but he was more inter-

ested in technical work, so eventually he took a job as a machinist. He soon became a 

very inventive engineer and took out around 40 patents. As a manager in the machine in-

dustry he became interested in work processes and made a lot of experiments in order to 

increase efficiency, and his ideas was spread through lectures and books (Bakka & Fiv-

elsdal, 2002). Taylor and the scientific management approach were path-breaking be-

cause knowledge for the first time in history was applied on work. Detailed time studies 

and motion studies was the basis on which the work was planned. Management got to 

know the best way to perform the work tasks, whereas before it was left to the tradition 

and the worker how the work was carried out (Drucker, 1993).  

 

One of Taylor’s main arguments for the introduction of scientific management was that it 

led to an increased productivity which benefited the employers as well as the employees. 

Taylor describes how almost all the workers of that time (the beginning of the 20th cen-

tury) was convinced “that it is for their best interests to go slow instead of to go fast” 

(Taylor, 1916: 61). This was not mainly because they disliked working, but because they 
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believed that an increased production would result in fewer jobs. Taylor on the other hand 

argued that increasing productivity caused by either new technology or more efficient 

work processes would lead to more and not to fewer jobs. Another reason why workers 

were deliberately restricting their output was partly to blame on management. The intro-

duction of piece-rates would give the worker an immediate incentive to increase produc-

tivity. Taylor gives an example of someone making pens and receives $2.50 a day. He 

makes 10 pens a day and the foreman offers him 25 cents for each pen instead of the 

fixed wage of $2.50. After a while the worker is turning out 20 pens and has thus doubled 

his salary, but without imposing more costs on the firm assuming that they can sell all the 

pens he is producing. Nevertheless, according to Taylor, the board of directors are often 

tempted to cut the rates, because they don’t want to pay more than similar workers are 

paid elsewhere. This might be beneficial in the short run, but they can be sure that the 

worker will never make enough pens to get another cut (Taylor, 1916).  

 

In Taylor’s view the introduction of scientific management principles would help remove 

the antagonism between employers and employees because the extra surplus achieved by 

using these principles would benefit both sides. In reality Taylor’s ideas caused a lot of 

conflicts. The employers felt that he was interfering with their right to manage the work-

ers, whereas the unions saw scientific management as a new way to exploit the workers. 

Actually the American Congress arranged some hearings on working conditions in the 

light of this criticism, and Taylor was called as a witness (Taylor, 1912).  

 

After covering some of the background of scientific management it is time to say some-

thing more about the four principles of scientific management:  

 

• The first principle has to do with traditional knowledge that had so far only been 

in the heads of the workers. This knowledge is collected by motion studies and 

time studies. It is systematized and made into rules, laws, and in some cases 

mathematical formulae.  

• The second principle is the scientific selection and training of workers. It is the 

job of management carefully to observe the workers, so they can select the right 
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ones to promote, to hire, or to fire. It is also important that workers are trained to 

do a still better job, which should result in higher wages.  

• The third principle is the bringing together of the science and the workers. If the 

first two principles are to be efficient, management has to be friendlier toward 

workers, give them an opportunity to express their wants, and consider their 

wishes. On the other hand, workers who are not doing what they ought to should 

be forced to do it or fired.  

• The fourth principle involves a new kind of division of labour between manage-

ment and the workers. It is the job of management to plan the work and to set 

standards and norms for performance. The workers are to carry out the work tasks 

according to scientific rules and procedures laid down by management. 

 

Taylor has an example of “the science of shoveling” (Taylor, 1916: 67-69). He shows 

how intense studies of the shovelling of workers lead to exact knowledge regarding the 

most efficient load on each shovel. The idea is to let them work hard, but with a load on 

the shovels that avoids immediate fatigue. This leads to the acquisition of shovels of dif-

ferent sizes to be used for different materials. New tool rooms are built and the movement 

of workers in the yard are planned so each worker knows in which part of the yard he is 

going to work and which tools to use. In this way the introduction of scientific manage-

ment changes not only the work content but also the structure of the workplace. Some of 

the principles of scientific management provided the basis for the mass production tech-

nologies, for example production on the Ford factories know as “Fordism” (Scott, 2003: 

38-40). It caused an immense increase in productivity and Drucker credits scientific man-

agement for what he calls “the productivity revolution” (Drucker, 1993).  

 

Taylor’s scientific management was the first attempt to apply knowledge to work. The 

way the work tasks were carried out was formerly left to the workers. Through detailed 

studies of work processes Taylor believed that it was possible to increase productivity of 

the workers significantly. Workers were seen as a kind of objects that could be measured 

exactly to fit most efficiently into the machinery of an industrial organization. Though 

Taylor also wrote about the importance of treating the workers well the emphasis is on 
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the objective and economic aspects of work. Productivity depends on the physical work-

ing conditions and the planning of the work process. Furthermore workers dislike work 

and if not monitored or controlled through economic incentives soldiering will flourish. 

On the other hand Taylor believed that the introduction of scientific management prac-

tices would also benefit the workers because of the productivity increase, and that these 

new practices would align the interests of employers and employees. The rational appli-

cation of knowledge on work processes is the central message of scientific management.      

 

2.4 The Hawthorne Experiments 

 

Compared to the scientific management approach human relations focus more on the sub-

jective aspects of work and the informal organization of work practices. The experiments 

at the Hawthorne plant of the Western Electric Company (1927-1932) formed the basis of 

what is known as human relations theory. This theory is often associated with Elton 

Mayo, who was a part of the research team at Hawthorne (Scheuer, 2000). It is to simpli-

fied to follow Shafritz and Ott in their claim that the research team came to Hawthorne 

and “began its work from the perspective of scientific management” (Shafritz & Ott, 

2001: 147). It is reasonable to say that there was an increasing understanding of the im-

portance of “social man” during the experiments at Hawthorne, but it is an exaggeration 

to state that this was a entirely new discovery (Scheuer, 2000: 43 ff.). In the following the 

different phases of the Hawthorne experiments are discussed.  

 

2.4.1 Experiments on illumination  

 

The illumination experiments were not a part of the “real” Hawthorne experiments. They 

were conducted from 1924 to 1927 and in retrospect they can be considered as a kind of 

pilot-study before the “real” experiments began in 1927 (Scheuer, 2000: 53-57). The idea 

was to study “relations of quality and quantity of illumination to efficiency in industry” 

(Roethlisberger et al., 1970 [1939]: 14). The experiments failed to answer the question, 

because no connection between illumination and output was found. If there was a connec-
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tion between illumination and efficiency the researchers were not able to isolate it from 

other factors. Output increased independently of the amount of light, which was probably 

due to the increased attention from management and the researchers. This result height-

ened the researchers awareness that many different factors were affecting employee out-

put, and that it was very difficult to isolate the influence of a single factor (Roethlisberger 

et al., 1970 [1939]: 18). Some writers has interpreted the failure of the illumination tests 

as a big eye-opener for the influence of the “human factor” (Scott, 2003: 61-62), but the 

reading of the main account of the Hawthorne experiments gives an other impression 

(Roethlisberger et al., 1970 [1939]; Scheuer, 2000). It is probably more correct to say that 

the results of the illumination tests were increasing the awareness of the multitude of fac-

tors influencing employee output.  

 

2.4.2 The Relay Assembly Test Room 

 

The focus at the beginning of the experiments was primarily on the physical working 

conditions of the workers. In that respect the perspective of scientific management was 

present in the research questions that were mostly related to fatigue. Question number 

four, though, differs from the other questions in its emphasis on employee attitudes. 

(Roethlisberger et al., 1970 [1939]: 28):  

 

1. Do employees actually get tired out? 

2. Are rest pauses desirable? 

3. Is a shorter working day desirable? 

4. What are the attitudes of employees toward their work and toward the company? 

5. What is the effect of changing the type of working equipment? 

6. Why does production fall off in the afternoon? 

 

This phase of the Hawthorne experiments was done in the “the relay assembly test room”. 

Six workers (young women) were chosen to work in a special room with a researcher 
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continuously observing them. The behaviour of the workers and their output was rigor-

ously registered in order to decide what influenced fluctuations in output:  

 

“…the conditions of work were changed one at a time: rest periods of different 

numbers and length, shorter working day, shorter working week, food with soup 

or coffee in the morning break” (Mayo, 1949 [1933]: 62).  

 

The expected increase in output occurred and the workers felt less fatigued. After the 

twelfth experimental change the initial conditions were reintroduced, but in the following 

12 weeks the output did not decrease it actually rose to greater heights. These findings 

made it clear that the introduction of new conditions could not be directly related to the 

output of the workers, some other factors had to be considered in order to explain rise in 

output. As Mayo writes: “Put in other words, there was no actual return to original condi-

tions” (1949 [1933]: 63). Further he writes that the major experimental change was actu-

ally when the researchers were trying to control the human influence on the experiments 

by securing the collaboration of the workers. The six workers became a team and were 

working under considerable less coercion from supervisors or management. This was one 

of the major findings of the Hawthorne experiments:  

 

“The fact that non-authoritarian management, which was in fact practiced as the 

researchers largely undertook the role as supervisors, can be combined with a high 

and increasing output” (Scheuer, 2000: 63-64).  

 

The informal organization of the workers and their influence on task and purpose was 

seen as important factors in explaining the rise in output workers in the test room. In 

other words, satisfaction and well-being of the workers were important for their produc-

tivity. The productivity in the group rose by approximately 40 % during the experiment 

and economic incentives did not seem to have any significant influence on that fact. It 

should be mentioned, though, that a collective piece-rate with six persons compared to a 

collective piece-rate with around 100 workers in the factory hall does in itself give a 

much stronger economic incentive for the chosen workers (Roethlisberger et al., 1970 
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[1939]: 88; Scheuer, 2000: 65-66). The smaller incentive to free ride combined with the 

continuous feedback from the researchers make it reasonable to suggest that economic 

incentives could also have had an impact on the increase in productivity. Still the main 

findings and later the central message of human relations theory is the emphasis on the 

importance of good relations among the workers and between the supervisors and the 

workers.    

 

2.4.3 The interviewing program 

 

The above conclusions were not reached at the time of the experiments. In order to inter-

pret and test the results from “the test room” – the general increase in output independ-

ently of changes in specific conditions – the next phase of the Hawthorne experiment 

were initiated. The interview program also started as a plan for improving supervision, 

since the test room experiments had indicated a relation between employee output (satis-

faction) and supervision (Roethlisberger et al., 1970 [1939]: 189).  

 

It was decided to approach the employees and ask them to express their likes and dislikes 

of their working environment. In this phase a total of around 20.000 interviews with em-

ployees from all parts of the Hawthorne plant were carried out. In the beginning of the 

interview program employee expressions of satisfaction and dissatisfaction were related 

to the physical environment (Roethlisberger et al., 1970 [1939]: 373). The research 

showed that this interpretation was too simple in order to understand employee satisfac-

tion and dissatisfaction. Employees working in the same environment expressed different 

degrees of satisfaction. It also became clear to the researchers that they were dealing with 

factual and non-factual statements from the employees. The non-factual statements were 

expressions of dissatisfaction about the work environment that were actually due to 

something else. The personal situation of the worker was included in order to find the 

source of complaints. According to Scheuer (2000: 73-76) especially Mayo was trying to 

relate employee complaint to personal problems outside of the factory, which can be seen 

as a way to distract attention from the criticism of conditions to faults of the workers. 
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Mayo describes the “emotional release” experienced by a lot of the workers when after 

talking about their problems (Mayo, 1949 [1933]: 68). However, the general interpreta-

tion of the interview program is that most workers were expressing complaints that were 

originating from actual conditions at the plant. 

  

The close study of individuals continued but gradually the researchers became more in-

terested in the study of groups. The researchers found that the psychological interpreta-

tion pursued was not very fruitful either so instead they tried to relate employee com-

plaints to the social context within the plant. The organization of the work group, the 

worker’s position in that group, and the position of the group in the wider organizational 

structure of the plant, had to be considered in order fully to understand expressions of sat-

isfaction and dissatisfaction. Roethlisberger and Dickson write:  

 

“According to this interpretation, it is not possible to treat, as in the more abstract 

social sciences, material goods, physical events, wages, and hours of work as 

things in themselves, subject to their own laws. Instead they must be interpreted 

as carriers of social value” (Roethlisberger et al., 1970 [1939]: 374 ).   

 

In order to understand complaints from the workers these must be related to the position 

or status of the individual in the company. In other words, the impact of the environment 

(hours of work, wages etc.) on employee satisfaction cannot be fully comprehended 

without taking into account their relative position in the social organization. Further it is 

emphasised that the organization is not a closed system, so ultimately the relation of the 

workers to the wider social reality has to be considered as well.  

 

The results of the interview program are summarized by Scheuer (2000: 75): First a dem-

onstration of problems regarding physical working conditions and bad managerial prac-

tice that made it possible for the company to intervene. Second the procurement of the 

basis for developing training of new supervisors. Third a preliminary knowledge of the 

structure of the informal work groups.  
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2.4.4 The Bank Wiring Observation Room 

 

In order to get a deeper understanding of the social organization of the workers, the next 

phase of the Hawthorne experiments was started. This last phase included intensive stud-

ies of a small group of workers in The Bank Wiring Observation Room (Roethlisberger et 

al., 1970 [1939]). The study lasted from November 1931 to May 1932. Fourteen male 

operators working under standard conditions were observed during these six months. The 

work consisted of installing bank wiring for automatic telephone exchanges and was 

highly repetitive (Scheuer, 2000: 78).  The observers were told to be aware of the func-

tioning of the formal and technical organization. Moreover they should look for evi-

dences of any informal organization, and try to understand its function for the workers 

and its relation to the formal structure. In other words, the purpose of the observations in 

The Bank Wiring Room was to study the actual behaviour of the workers and to analyse 

the relations between the formal structures and the informal organization of the workers. 

The combination of observations and interviews conducted earlier and during this period 

gave the researchers a unique insight into the role of informal organizations on the shop 

floor. Methodically this was also pioneering research – giving the workers a chance to 

express their grievances and their perception of the working life through semi-structured 

interviewing and combing this with observations of actual actions and interactions of 

workers.   

  

The researchers were not unaware of the role of workers’ informal organization, but the 

very strong control exercised over work behaviour of individual employees by social 

groups, where not fully realized before the observations in The Bank Wiring Room. The 

main finding regarding exercise of social control was the “restriction of output”. The ex-

istence of this phenomenon – that workers deliberately were stalling – was not new at the 

time, but the implications for management practice and employee satisfaction had not so 

far been recognized. The studies showed that the piece-rate wage system was almost un-

dermined by the group pressure for controlled output. The rationale for this behaviour is 

the conviction that increasing production (too much) above the official output target, set 
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by the company (“the bogey”), would only result in a change of the piece-rate. This is the 

same mechanism which was previously observed by Taylor.  

 

The experiments in the bank wiring room showed a clear contrast between the formal 

structure and the workers’ informal organization. As mentioned above the wage system 

did not have the expected effect. The individual economic incentive to increase produc-

tion was neutralized by the work groups and in some instances it even worked counter-

productive because “a low output symbolized opposition against management power” 

(Scheuer, 2000: 80). On the other hand there was also a norm among the workers that it 

was not accepted if the output of one worker became too small (cf. 2. below). The re-

searchers found four norms or “sentiments”, which characterized the workers studied 

(Roethlisberger et al., 1970 [1939]: 522): 

 

1. You should not turn out too much work. If you do, you are a “rate-buster.” 

2. You should not turn out too little work. If you do, you are a “chiseler.” 

3. You should not tell a supervisor anything that will react to the detriment of an as-

sociate. If you do, you are a “squealer.” 

4. You should not attempt to maintain social distance or act officious. If you are an 

inspector, for example, you should not act like one. 

 

The adherence to these norms determined to a great extent the position of the individual 

worker in the group. Three of the above mentioned norms are in obvious opposition to 

the intentions of the formal organization, whereas the norm for a minimum of “a fair days 

work” does not work against the interests of management. These are strong norms of 

solidarity and it sheds a new light on the relations between management and workers, be-

cause the experiments showed that management “is not related to single workers but al-

ways to working groups” (Mayo, 1949 [1933]: 72).   

 

The Hawthorne Experiments increased the awareness of “the human factor” in organiza-

tions. Especially the analyses of informal organizations among workers and its interaction 

with the formal structures, was an eye-opener at the time and still inspires researchers of 



 32

work organizations. However, it is possible to criticise the perception of the workers, who 

are not ascribed much reflection in relation to the social norms. Especially Mayo empha-

sized the need for individuals to belong to a group. The next section deals with Maslow’s 

hierarchy of needs theory.   

 

2.5 Hierarchy of Needs Theory       

 

Abraham Maslow is widely known for his theory of motivation building on the idea that 

human behaviour is driven by a hierarchy of needs. Maslow was inspired by a wide range 

of psychologists including Freud, Jung, Fromm and Horney. His aim was to integrate the 

ideas of these writers into a single theoretical construct (Maslow, 1970 [1954]). Accord-

ing to Maslow humans are born with certain needs, which are organized in a hierarchical 

structure ranging from basic physiological needs to a need for self-actualization. Humans 

are motivated by need deprivation. The most important needs are the physiological needs 

including food, water, and sleep. Next in hierarchy are the safety needs including security, 

stability, and structure. Subsequently we have the belongingness and love needs including 

love, affection, and belonging to social groups. Then the esteem needs, which are divided 

into self-esteem and esteem from others, the first includes a sense of achievement, ade-

quacy, and competence, whereas the last includes reputation, prestige, status, and recog-

nition. At the top of the hierarchy we have the need for self-actualization, which is 

vaguely defined as being true to ones nature and becoming everything one is capable of 

becoming – i.e. the need for self-actualization varies from person to person.  

  

The main ideas in Maslow’s theory are that humans try to satisfy their needs in the above 

mentioned order and when a need is satisfied it does no longer motivate behaviour – 

strictly speaking it is no longer a need. For example, a person desperately lacking food or 

water will not normally worry about his self-esteem. On the other hand, once his physio-

logical needs are satisfied these are not important anymore and he starts trying to satisfy 

other needs. Maslow does not claim that all behaviour is motivated by the satisfaction of 

only one need. Actually most behaviour is multi-motivated according to Maslow (1970 
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[1954]: 55). This also means that a lower order need does not have to be fully satisfied in 

order for a higher order need to become important.  

 

“In actual fact, most members of our society who are normal are partially satisfied 

in all their basic needs and partially unsatisfied in all their basic needs at the same 

time. A more realistic description of the hierarchy would be in terms of decreas-

ing percentages of satisfaction as we go up the hierarchy of prepotency” (Maslow, 

1970 [1954]: 53-54).  

 

Maslow also mentions that the hierarchy is not totally invariant for all people. For some 

the need for esteem is more important than the need for love, and some creative people 

might be more driven by self-actualization than by the more basic needs even though 

these are not satisfied, but these cases are exceptions to the general rule.  

 

Maslow’s theory has received severe criticism. The theory has never really been validated 

by empirical research, which is partly due to problems of measurement – how do you 

measure a need and the degree of satisfaction? Some research suggests that it makes 

sense to work with a two-step hierarchy, but the existence of a five-step hierarchy has not 

been confirmed. Lower-level employees show more concern with material rewards and 

security, whereas higher-level employees focus more on achievement and challenge 

(Pinder, 1998). The theoretical model has also been criticised independently of the prob-

lems of empirical validation. From the theory it is not clear what the behavioural implica-

tions of need deprivation are. One might feel deprived of some need, but the theory does 

not say anything about actual behaviour (Locke & Henne, 1986). In that sense the theory 

lacks some suggestions of the direction of behaviour, and therefore actual behaviour in 

different situations can hardly be predicted by the theory. It can always be claimed ex 

post that certain behaviour was due to need deprivation, but it does not help an employer 

who wants to know, for example, how a new reward system affects employee behaviour.  

 

Maslow’s theory is not only directed towards the work setting, which is the focus of this 

dissertation. This makes it difficult to determine whether needs are satisfied at work or 
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satisfied by relations and activities outside of the work setting. Self-actualization might 

be satisfied by activities outside work and therefore some kind of self-development plan 

at work might not be relevant (Hollyforde et al., 2002: 101). The implications of 

Maslow’s theory for work in general and especially regarding the role of different re-

wards are usually depicted as an argument for the dismissal of money as a motivator, but 

that is only partially correct. The argument goes that nowadays the basic needs for food 

and shelter are met and therefore higher order needs of esteem and self-actualization are 

more important for employee motivation. Therefore pay is not as important as recognition 

and stimulating work. The flaw in this argument is that money is merely seen as a mean 

to achieve the necessary material goods, but the role of money as a motivator is much 

more complex than that. Money also has a symbolic function as a sign of success provid-

ing the person with status and prestige – needs that are much higher in Maslow’s hierar-

chy than the physiological ones. In that way money cannot be rejected as an important 

motivator only based on Maslow’s theory.  

 

Having said that, Maslow’s focus – especially in his later works – are very much on the 

need for self-actualization (Maslow, 1999 [1968]). The need for self-actualization is in 

the later works named growth motivation and distinguished from deficiency motivation, 

which includes the four above mentioned needs. This highest need or motivation of self-

actualization can never be completely satisfied – humans will always strive for comple-

tion. In relation to this motive money is not important, whereas the content of the job, the 

possibility of using your talents, capacities, and creative tendencies are the important 

work motivators.                     

  

2.6 Motivation-Hygiene Theory 

 

Frederick Herzberg has developed a theory about motivator factors and hygiene factors 

(Herzberg, 1966; 1968; Herzberg et al., 1993 [1959]). He is inspired by the so-called 

higher-order-need psychologists including Maslow. As mentioned above Maslow distin-

guishes between growth needs and deficiency needs and this distinction is resembled by 
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Herzberg’s distinction between motivating factors and hygiene factors. Maslow never 

really tested his theory empirically and did not try to apply it directly to the work setting. 

Herzberg to the contrary tried to apply the theory to the work setting and tested his hy-

potheses empirically. The basic idea and main finding in Herzberg’s work is that job sat-

isfaction and job dissatisfaction does not stand at opposite ends of a continuum.  The 

presence of one kind of factors – the motivators – leads to job satisfaction, but the ab-

sence of these factors does not lead to job dissatisfaction, but just to no job satisfaction. 

The opposite is true for the hygiene factors the presence of which leads to no job dissatis-

faction, whereas the absence of these factors leads to job dissatisfaction (Herzberg, 1968: 

56). The argument is that humans are driven by two different dynamics: pain avoidance 

and growth seeking. Similar to Maslow’s theory of needs some factors are only important 

to a certain extent – the hygiene factors contributing to satisfy the deficiency needs – 

whereas the need for self-actualization and the factors contributing to satisfy that need are 

of permanent importance. 

 

Herzberg’s empirical work is partly inspired by the Hawthorne experiments. The findings 

of the importance of good relationships between workers and supervisors and the exis-

tence of informal group norms are mentioned in the introducing chapter of his original 

study (Herzberg et al., 1993 [1959]). Later he becomes more critical of those findings 

since his own research provides a somewhat different picture of work motivation.  

 

The Motivation-Hygiene Theory is originally based on retrospective interviews with 203 

accountants and engineers in the Pittsburgh industry (USA). The respondents were asked 

to:  

 

“…start with any story you like – either a time when you felt exceptionally good 

or a time when you felt exceptionally bad about your job, either a long-range se-

quence of events or a short-range incident” (Herzberg et al., 1993 [1959]: 35).  

 

The answers to the question were coded as either highs or lows (good or bad experiences), 

and the highs and lows were categorized according to which factors that appeared in the 
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sequence of events told by the respondents. Some of the stories or sequence of events in-

cluded more than one factor, and were thus included in more than one category.  

 
Table 2.3: Percentage of each factor appearing in high attitude sequences 

 

  High 
1 Achievement  41 
2 Recognition 33 
3 Work itself 26 
4 Responsibility 23 
5 Advancement 20 
6 Salary 15 
7 Possibility of growth   6 
8 Interpersonal relations-subordinate   6 
9 Status   4 
10 Interpersonal relations-superior   4 
11 Interpersonal relations-peers   3 
12 Supervision-technical   3 
13 Company policy    3 
14 Working conditions   1 
15 Personal life   1 
16 Job security   1 
Source: (Herzberg et al., 1993 [1959]: 60) 

 

Table 2.3 above illustrates that achievement is included in 41 % of the highs and is thus 

the most common factor associated with good feelings about the job. Herzberg contrasts 

the top five factors in the table with the other eleven and argues that these five factors fo-

cus on the job itself whereas the remaining eleven factors focus on the job situation. He 

has a problem with the factor salary, which based on the frequencies in table 2.3 should 

be included among the top factors, since both the absolute and the relative difference be-

tween salary and number five on the list “advancement” is much smaller than the differ-

ences between salary and number seven “possibility of growth”. Herzberg postpones the 

discussion of salary but says that “it belongs in a different group of factors as far as its 

psychological effects on job attitudes is concerned” (Herzberg et al., 1993 [1959]: 62).  

 

Next step was to compare the frequencies of highs and lows in each category, and this 

showed a clear pattern. The top five factors in table 2.3: achievement, recognition, work 

itself, responsibility, and advancement were significantly more present in the highs than 

in the lows. The opposite was the case for company policy and administration, supervi-

sion-technical, interpersonal relations-supervision, and working conditions. For example 
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company policy and administration was present in 31 % of the lows and only in 3 % of 

the highs. The category of salary was almost equally present in the highs and the lows.  

 

The categories are compared on frequencies as showed above and on the interpretation of 

the events given by the respondents – duration of the resulting feeling. When highs and 

lows are compared regarding the subjective interpretations, it shows that salary in the 

lows are found three times as often in the sequences with a long-range attitude change 

than in the sequences with a short-range attitude change. For the highs salary is about 

equally present in sequences of short- and long range attitude changes. In other words, 

the effects of the factor salary seem to have a more lasting effect, when it appears in the 

lows than when it appears in the highs. Moreover a look at the interrelationships of the 

different factors6 show that in the lows salary is mostly associated with company policy 

and administration – respondents express feelings of unfairness regarding the salary ad-

ministration. In the highs salary is mostly associated with advancement and work itself. 

Herzberg writes:  

 

“It was a form of recognition; it meant more than money; it meant a job well done; 

it meant that the individual was progressing in his work. Viewed within the con-

text of the sequences of events, salary as a factor belongs more in the group that 

defines the job situation and is primarily a dissatisfier” (Herzberg et al., 1993 

[1959]: 83).  

 

Based on the duration of the resulting feeling and on the context Herzberg concludes that 

salary is more potent as a hygiene factor than as a motivator. The last part of the argu-

ment is somewhat problematic. Herzberg argues that when salary is mentioned by the re-

spondents as an example of a situation where they felt good – it is actually not salary but 

recognition or achievement. But why is it then coded as salary and not as recognition or 

achievement? The argument is tautological: based on the findings presented in table 2.3 a 

distinction is made between the job itself and the job situation. Salary does not fit into 

this general pattern, but the discussion about salary is postponed. Later this same pattern 

                                                 
6 The presence of factors in the same sequence of events 
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is used to classify salary as a factor belonging in the group associated with the job situa-

tion. In that way the distinction between the job itself and the job situation is not the re-

sult of inductive reasoning based on the empirical finding, but the result of Herzberg’s 

theoretical assumptions.  

 

Herzberg’s motivation-hygiene theory is based on the distinction between job content and 

job context. Enriching the job is a way to satisfy the need for self-actualization, whereas 

improving extrinsic factors such as salary, interpersonal relationships7, and company 

policies only satisfies the deficiency needs. Herzberg acknowledges the importance of the 

hygiene factors, but he is very critical towards the resources spent on wage incentive sys-

tems and training of supervisors. In that way he distances himself from scientific man-

agement and from the findings at Hawthorne. These approaches might work well in jobs 

where the intrinsic factors are impossible to improve, but for many jobs focussing on the 

job content would be more efficient for increasing employee satisfaction.      

 

The motivation-hygiene theory has been criticized for methodological bias, lack of con-

ceptual clarity, and for several other reasons. A common criticism of the theory focuses 

on the methodology used by Herzberg and later research trying to replicate the original 

findings. Asking people about good and bad experiences at work makes it social and per-

sonal desirable for the respondents to relate the good experiences to intrinsic factors such 

as achievement and advancement and to relate bad experiences to extrinsic factors such 

as administrative practices, salary, and bad supervision. In that way the theory does not 

reflect the underlying nature of work motivation, but becomes a methodological artefact 

(Hackman & Oldham, 1976).  

 

At the conceptual level the distinction between job dissatisfaction and no job satisfaction 

is claimed to be illogical. The lack of a motivator must, by definition, be unsatisfactory 

and therefore cause job dissatisfaction. The results of the original work also showed that 

especially recognition (18%), advancement (14%), and work itself (11%) appeared with 

                                                 
7 Normally interpersonal relationships such as relations with supervisors are classified as an intrinsic factor, 
but Herzberg classifies it an extrinsic factor based on his empirical findings (c.f. table 2.3). 
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some frequency in the lows. Herzberg and colleagues recognize these deviations from the 

general distinction between motivating factors and hygiene factors: “Evidently these 

three satisfiers are not so unidirectional in their effects on job attitudes as the factors that 

cause job dissatisfaction” (Herzberg et al., 1993 [1959]: 80). However, this recognition 

seems to be forgotten in later writings by Herzberg, where the theory is presented with 

less nuances (Herzberg, 1968).    

 

A further criticism of the theory is that it leaves no room for individual differences in mo-

tivation. The motivator-hygiene theory suggests that human needs are universal, and that 

the motivator factors could potentially increase motivation of all employees. Therefore 

the theory cannot explain why some individuals respond more positively to job enrich-

ment than others. Moreover the theory does not provide us with the tools to identify and 

measure motivator factors in existing organizations, which makes it difficult to evaluate 

programmes of job enrichment (Hackman et al., 1976).  

 

As discussed above the factor of salary causes some particular problems for the coher-

ence of the theoretical framework. According to Edward Lawler the dismissal of salary as 

a motivator is partly due to misinterpretation of Herzberg’s original work and the re-

search that followed: “The research clearly shows that pay can be a source of motivation 

when it is tied to performance and seen as a form of recognition” (Lawler, 2000: 70). 

Some of Herzberg’s arguments as to why salary is a hygiene factor are problematic, but 

he does acknowledge that money can be a reinforcement of the motivators of recognition 

and achievement, when “…earned as a direct reward for outstanding individual perform-

ance” (Herzberg et al., 1993 [1959]: 117).  

 

As the name suggests the motivation-hygiene theory distinguishes between motivating 

factors primarily leading to job satisfaction and hygiene factors primarily preventing job 

dissatisfaction. This distinction is similar to Maslow’s distinction between growth needs 

and deficiency needs. The motivating factors are associated with the job content – the in-

trinsic aspects of the job. The hygiene factors are associated with the job context – the 

extrinsic aspects of the job. Despite some recognition that the factors might not be com-
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pletely unidirectional the general conclusion to draw from Herzberg’s theory is that the 

intrinsic aspects of the job such as work itself, responsibility, and advancement are more 

important for work motivation than company policies, salary, and relations with supervi-

sors.  

             

2.7 Incentives and Motivation 

 

The findings of the Hawthorne experiments are in many ways in opposition to Taylor’s 

scientific management. Taylor emphasized the important role of rational planning in or-

der to increase productivity, and his focus was on the formal organization. The Haw-

thorne experiments documented that in order to understand changes in worker satisfaction 

(output) we have to incorporate the informal organization. The informal organization in-

teracts with the formal organization in ways that can be counterproductive for the firm. 

An important example of this is the norm of restricting output, which was thoroughly 

analysed at Hawthorne. Taylor himself mentions this phenomenon, but the implications 

are not really understood before the Hawthorne experiments. The scientific management 

approach treats workers as objects that have to be arranged according to the formal sys-

tem. They are motivated through extrinsic incentives such as money and good psychical 

working conditions.  

 

Extrinsic incentives are not claimed to be unimportant by the researchers at Hawthorne, 

but they find out that the influence of these incentives are mediated by the informal or-

ganization of the workers – social incentives. Moreover they emphasize the importance of 

intrinsic incentives such as good relations with supervisors and influence on the work 

tasks. Later researchers like Herzberg and Maslow was inspired by the findings at Haw-

thorne regarding the importance of intrinsic incentives for work motivation. They rele-

gated the extrinsic incentives to “hygiene factors” or “lower level needs”, which cannot 

be justified by the Hawthorne experiments as previously discussed. Even though they dis-

tance themselves from Taylor on the dimension of extrinsic-intrinsic incentives, their un-

derstanding of human motivation actually resembles that of scientific management in 
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their objectifying view of the workers. Broadly speaking Maslow and Herzberg see 

workers as non-reflective actors reacting on stimuli because of the growth needs.  

 

In the Hawthorne experiments primary focus is on intrinsic incentives and social incen-

tives, but the influence of extrinsic incentives on motivation is not neglected. Regarding 

the nature of workers both the reflexive and the non-reflexive view is dominant. In the 

experiments they look for the functions of the informal organization for the formal or-

ganization, which does not leave much room for the subject. The emphasis on the posi-

tion of the worker in the group and in the wider social structure, as important for his mo-

tivation, also points in direction of the objectifying view. On the other hand workers are 

shown to react differently to the same social conditions at the plant, and they are not all 

adhering to the group norms. This shows a view of the worker as more reflective.  

 

Table 2.4 below shows six different approaches to work motivation: The first approach 

sees individuals as objects, and as motivated by extrinsic incentives (Taylor).  The second 

approach sees individuals as objects and as motivated by intrinsic incentives (Herz-

berg/Maslow). The third approach sees individuals as objects, and as primarily motivated 

by social incentives (Hawthorne). The last three approaches see individuals as subjects, 

but differ as to the question of whether workers are primarily motivated by extrinsic in-

centives, intrinsic incentives, or social incentives. 

 
Table 2.4: Typology of incentives and human nature 

 

 Extrinsic incentives Intrinsic incentives Social incentives 

Individuals as objects Scientific management Motivation-Hygiene Theory Hawthorne Experiments 

Individuals as subjects Expectancy theory Crowding-theory Theories of fairness 

Source: Own creation 

 

The scientific management approach and the Hawthorne experiments provide the back-

ground for the current discussions of incentives and motivation.  The above typology will 

structure the discussion of current theories of motivation. 
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2.8 Expectancy Theory 

 

There are many different versions of expectancy theory most of them rooted in Vroom’s 

original formulation (Vroom, 1964). The basic assumptions though are the same in more 

recent versions. According to expectancy theory individuals seek to do what is most 

likely to maximize desirable results. The theory states that an individual will be more mo-

tivated to engage in certain behaviour if he expects the behaviour to lead to valued out-

comes.  

 

2.8.1 Expectancy theory; Vroom 

 

Vroom starts by defining the two central concepts of his research: work and motivation. 

Work or work role as he calls it “…is defined as a set of functions to be performed by a 

role occupant, the performance of which contributes to the production of goods and ser-

vices”(Vroom, 1964: 6). It is roughly the same as the term “job” as it is commonly used. 

Motivation has to do with the arousal and direction of behaviour. Why is the organism 

active at all? And what makes it choose one direction over the other? The latter question 

is the focus of expectancy theory. The traditional answer to this question is the principle 

of hedonism – behaviour is directed towards pleasure and away from pain. The problem 

with this assumption is that it is not empirically testable since any kind of behaviour can 

be explained after it has taken place referring to either pleasure or pain, but behaviour 

cannot be predicted in advance without knowing what outcomes people are striving for. 

 

Two groups of psychologists have in different ways tried to fill in the missing empirical 

content in hedonism. The first group has a behaviouristic and historical approach to the 

explanation of human behaviour. Here the central principle is reinforcement, which 

means that consequences of past choices are guiding current choices. The individual is 

learning from reinforcement how to react in the future. This way of approaching human 

motivation was challenged by Tolman (1932) and Lewin (1938) who represented a cogni-

tive and ahistorical approach. Individuals were assumed to have beliefs and expectations 
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concerning their surroundings and reinforcement was to these authors not a necessary 

condition for learning. Learning consisted primarily of a change in beliefs and not in a 

change of habits. For the reinforcement theorists past events (history) was important in 

predicting current behaviour, whereas Lewin’s theorizing was ahistorical in the sense that 

it focused on the cognition and motives of the individual in a given situation (Vroom, 

1964: 10-14). Another way of describing the difference between the two approaches is to 

look at how the individuals’ preferences or motives are treated. In the historical approach 

the preferences are a part of what is explained when explaining current choices (endoge-

nous) – in the ahistorical approach this is not the case. Here the choices a person makes 

are explained by his cognitions and preferences at the time he makes his choice. How 

these preferences were acquired is not a part of the explanation (exogenous).   

             

Vroom is inspired by the cognitive approach of Tolman and Lewin and from this basis he 

develops what has later been known as expectancy theory. The two main concepts in his 

model are “valence” and “expectancy”. Valence is another word for preference and it is 

(tjek bogen): 

 

“…referring to affective orientations toward particular outcomes. In our system, 

an outcome is positively valent when a person prefers attaining it to not attaining 

it” (Vroom, 1964: 15).  

 

It is assumed that at any given time a person has preferences among outcomes. Valence is 

not the same as value for a person since it has to do with the anticipated satisfaction of 

attaining a certain outcome, so a positively valent outcome might be of no value for the 

person when it is actually attained. Or on the other hand a negatively valent outcome 

might be of great value if actually attained. It is very important to distinguish between the 

anticipated satisfaction of an outcome (valence) and the actual satisfaction of an outcome 

(value). It is the former that are of primary importance in the context of expectancy the-

ory. Often a positively valent outcome is not in itself anticipated to be satisfying, but is 

merely a mean to another outcome anticipated to be satisfying to the individual. A good 

job performance may not in itself be anticipated to be satisfying but if expected to lead to 
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a pay raise or promotion, this could be the reason for the positive valence. “In effect we 

are suggesting that means acquire valence as a consequence of their expected relation-

ships to ends” (Vroom, 1964: 16).  

 

When people make decisions they can seldom be sure that they will achieve what they 

want. In that sense most decision-making situations include some element of risk. Ac-

cording to expectancy theory it is not only the preferences among outcomes that are af-

fecting behaviour but also the degree to which these outcomes seem to be probable.  

 

“An expectancy is defined as a momentary belief that concerning the likelihood 

that a particular act will be followed by a particular outcome” (Vroom, 1964: 17).  

 

This subjective probability can range from zero, which indicates that it is perceived im-

possible that an act will lead to the outcome, to one, which indicates certainty that an act 

will lead to the outcome. The way valences and expectancies combine in determining 

choices and behaviour is inspired by Lewin’s concept of force: “Behaviour on the part of 

a person is assumed to be the result of a field of forces each of which has direction and 

magnitude”. Because of the assumption that individual choices are subjectively rational 

the strength of forces is predicted to be the product of valences and expectancies. This 

means that unless both expectancy and valence is present the individual will have no mo-

tivation to act (if either equals zero the product will be zero). An act can also be per-

ceived as having a number of outcomes being of both positive and negative valence, and 

in that case it is the sum of the products of the valences of all outcomes that effect the de-

cision whether to act or not. Increased performance might be perceived leading to a pay 

raise but at the same time leading to rejection by a work group – both a positive and 

negative outcome.  

 

The question of the empirical content of hedonistic behaviour is still to be answered. In 

other word – why do people work? Vroom discusses the motivational bases of work that 

could be of relevance. Instead of trying to make a list of motives or needs and see if these 

are pleased or frustrated by working he suggests to begin with the consequences of dif-



 45

ferent work roles and see what the motivational implications of these consequences are. 

A detailed discussion of these properties of different work roles is not relevant at this 

stage, but they will be mentioned briefly, so the connection with the theory becomes clear. 

Vroom mentions five properties of employment work roles of which four are generally of 

positive valence to people whereas one is questionable (Vroom, 1964: 30). The work 

roles:  

 

• Provide wages  

• Permit the contribution to the production of goods or services  

• Permit or require social interaction 

• Define, in part, the social status of the role occupant 

• Require the expenditure of mental or physical energy 

 

Four of these are of positive valence to most people and help explain why most people 

want to work. In economic theory work in itself is usually assumed to be disliked by 

workers and the less energy that has to be put into it the better. This means that the prop-

erty of the fifth work role has a negative valence. Cultural theories like Max Weber’s 

work “The Protestant Ethic and the Spirit of Capitalism” claim on the other hand that in 

some cultures or religions the expenditure of mental or physical energy can have a posi-

tive valence (Weber, 2001 [1920]). Also the psychological theory of cognitive dissonance 

claims that the expenditure of effort could be viewed as having its own value by persons 

not getting the expected rewards. This comes about as a mean to reduce the dissonance 

created between the cognition of efforts expended and the cognition of not being re-

warded. In other words the effort attains value in itself in order to resolve the unpleasant 

state of cognitive dissonance.  

 

Vroom never ultimately comes up with the sources of valence, in terms of specific needs 

or motives, that these work roles fulfil. So the original object upon which the valence of 

an outcome is based remains unclear. His main contribution to the understanding of work 

motivation is the emphasis on the importance of expectations of future outcomes, and 

how these expectancies combined with valences directs the behaviour of people. 
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2.8.2 Expectancy theory; Lawler 

 

Already in his early work Lawler elaborates on Vroom’s theory, which he finds unclear 

regarding the distinction between actions and outcomes. To Vroom actions are behaviour 

assumed to be under control of the individual such as trying to perform well in a work 

role, whereas outcomes are events assumed not to be under behavioural control, such as 

actually performing well. Expectancies are tied to actions; hence there is a certain per-

ceived probability that the actions will lead to the wanted outcome (e.g. performing well). 

It is the instrumentality of good performance in getting a reward that gives this outcome a 

positive valence. Assuming that good performance is not anticipated to be satisfying in it 

self but merely a mean to receiving a reward, then it acquires valence as a consequence of 

this expected relationship. Lawler describes Vroom’s position as follows:  

 

“Thus, the belief that trying to perform well will lead to performing well is an 

“expectancy” and the relationship between performing well and a reward (e.g., 

pay) is an “instrumentality” that affects the valence of performing well”(Lawler, 

1971: 90).  

 

Porter and Lawler (1968) suggest a slightly different view. According to this view the 

expectancy of effort leading to outcomes is influenced by both the probability of being 

able to perform well and the probability that performing well will lead to a reward. Thus, 

Porter and Lawler work with two separate expectancies in their version of expectancy 

theory: First the expectancy that effort will lead to performance and second the expec-

tancy that performance will lead to the wanted outcome (reward). To conclude the dis-

cussion of expectancy theory Lawler states that:  

 

“…if we are to understand the impact of pay on motivation to perform effectively, 

we must consider people’s beliefs about the likelihood that they can perform the 
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act and their beliefs about whether performing the act will lead to high 

pay”(Lawler, 1971: 91).   

 

The decisive factor in expectancy theory is employee expectations regarding the link be-

tween effort and outcome (reward). First the probability that an increased effort will lead 

to a better performance is estimated. Second the probability that a better performance will 

lead to a higher reward is estimated. Based on these estimations employees will decide 

how much to work – in other words perceptions of these links are crucial for employee 

motivation. Expectancy-theory predicts that employee work motivation depends on their 

expectations regarding the links between effort and rewards. It can be expressed as fol-

lows (adapted from Rainey, 1993: 31): 

 

Motivation = f [(E → P) x (P → O)] 

 

Where, 

 

E → P = the perceived probability that a given level of work effort will result in a 

given level of performance 

 

P → O = the perceived probability that a given level of performance will lead to 

attainment of a certain outcome.  

 

Motivation is a function of the effort-performance-outcome expectancies which is a com-

posite of the effort-performance expectancy and the performance-outcome expectancy. 

These two expectancies are multiplied to get the composite measure. The theory does not 

assume the employees to do these calculations, but it should be seen as a general frame-

work for the ways expectations affect motivation. Motivation, which is a function of per-

ceived probabilities, leads to effort and performance. So these perceptions are assumed to 

have real implications for individual performance and in the end the performance of the 

organization.  
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2.9 Crowding Theory; Frey 

 

The Swiss economist Bruno Frey is combining an economic approach to motivation 

with the insights of psychological theory. Contrary to the assumptions of expectancy 

theory and micro economic theory, crowding theory claims that human preferences are 

not exogenously given, but depends on the specific context. Frey sees a possible conflict 

between extrinsic incentives and intrinsic incentives. Under various identifiable condi-

tions extrinsic incentives can crowd out work motivation. Thus the crowding-out effect 

is a supplement to the price-effect. 

 

2.9.1 Extrinsic motivation and intrinsic motivation 

 

Frey distinguishes between extrinsic motivation and intrinsic motivation, which is based 

on the socio-psychological theory known as cognitive evaluation theory (Deci et al., 

1985). Following Deci (1971: 105) “one is said to be intrinsically motivated to perform 

an activity when one receives no apparent reward except the activity itself”. Extrinsic 

motivation is defined by Frey as behaviour induced by an external intervention. 

 

Frey is criticizing that economic theory focuses exclusively on extrinsic work motiva-

tion and consider intrinsic work motivation to be irrelevant:  

 

“When people work for intrinsic reasons the supply curve of labour is simply 

shifted rightward as an exogenously determined amount of work is added” (Frey, 

1997a: 428).  

 

In other words according to economic theory the presence of intrinsic work motivation 

just increases the amount of work supplied for a given price. According to Frey the in-

teresting part is the way these two kinds of motivation interrelate and the possible 
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crowding-out effects of an external intervention on intrinsic motivation8. The crowding-

effect can arise when an agent is “over motivated” by both high work morale and exter-

nal intervention. This leads a rational agent to reduce the motivation under his control, 

which is the intrinsic, and thereby some or all of the agent’s intrinsic motivation is sub-

stituted by extrinsic motivation. Even if the level of motivation stays the same because 

intrinsic motivation is substituted by extrinsic motivation, the crowding-effect can be 

problematic for two reasons. First, intrinsic motivation has some advantages over extrin-

sic motivation. These are better metal and physical health, higher learning capacity and 

better solving of difficult tasks (Frey, 1997: 98). Second, monetary rewards and regula-

tions have a price and if they do not lead to greater motivation, it would be wiser to rely 

on intrinsic motivation9.   

  

Frey discusses the psychological processes of crowding-out and the conditions under 

which the effect holds. He identifies three processes of “the hidden cost of reward”10 

(Frey, 1997: 16-17): impaired self-determination, impaired self-esteem, and impaired 

expression possibility. In all three processes intrinsic motivation is substituted by extrin-

sic motivation and their common characteristic is that an external intervention moves 

“locus of control” away from the person concerned. If self-determination is undermined 

by an external intervention the person no longer feels responsible and intrinsic motiva-

tion is partly or wholly removed. If self-esteem is undermined by an external interven-

tion through the negligence of the person’s competences and involvement in an activity 

intrinsic motivation will be crowded-out. If the external intervention prevents the person 

from expressing his/her intrinsic motivation to other persons, this will be substituted by 

extrinsic motivation. Frey states the general conditions for crowding out:  

 

 

 

                                                 
8 He is also talking about a crowding-in effect where an external intervention supports intrinsic work moti-
vation. At present we will concentrate on the crowding-out effect, which is more relevant in connection to 
the critique of economic theory. 
9 However, there can also be problems with relying on intrinsic motivation. Intrinsically motivated employ-
ees might work hard, but can be difficult to control and direct.   
10 See (Lepper & Greene, 1978) 
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”External interventions crowd out intrinsic motivation if the individuals affected 

perceive them to be controlling. In that case, self-determination, self-esteem and 

the possibility for expression suffer, and the individuals react by reducing their 

intrinsic motivation in the activity controlled” (Frey, 1997: 18).   

 

Moreover, the conditions under which an external intervention is perceived to be con-

trolling are discussed. The empirical evidence is still rather weak, and therefore Frey 

comes up with some propositions based on theory and existing research (adapted from 

Frey, 1997: 25-34):  

 

1) The more personal the relationship between principal and agent… 

2) The more interesting the task… 

3) The more participation possibilities… 

4) The more uniform the external intervention… 

5) The more a reward is contingent on performance… 

6) The more hard the regulation… 

7) The more an external intervention implies a denial of the agent’s intrinsic moti-

vation… 

 

…the more an external intervention will be perceived as controlling.   

 

In the first two propositions it is argued that intrinsic motivation is more important when 

there is a personal relationship involved and when the task is interesting. Therefore an 

external intervention can potentially do more harm to motivation under these circum-

stances, but whether this leads to crowding-out is unclear. Basically these propositions 

state that there need to be some intrinsic motivation present in order for the crowding-

effect to take place. The third proposition regards the agent’s participation possibilities, 

and the more these are present, “the more an external intervention shifts the locus of 

control outwards, thus crowding out intrinsic motivation” (Frey, 1997: 29). If people are 

used to be involved in decision-making regarding their work or regarding political ques-

tions, an external intervention will shift the locus of control, i.e. be perceived as control-
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ling and lead to crowding-out. Applied to the world of work, which is the subject of this 

dissertation, it can be expected that relying on intrinsic motivation will be more promi-

nent in small workplaces (personal relationships), for interesting jobs, and for jobs with 

extensive participation possibilities. Especially the proposition about an interesting job 

is hard to operationalize, because of individual differences. Frey suggests the liberal pro-

fessions, such as lawyers, doctors, and artists as jobs primarily based on intrinsic moti-

vation.    

 

The last four propositions regard the type intervention chosen. Frey states that a uniform 

intervention, where the principal does not differentiate rewards according to the agents’ 

level of intrinsic motivation, is more likely to lead to crowding-out, because those agents 

with high intrinsic motivation:  

 

“…feel that their competences and involvement are not recognized by the princi-

pal and therefore adjust their intrinsic motivation downwards” (Frey, 1997: 30).  

 

Here intrinsic motivation is confused with competences; that people are motivated does 

not mean that they are competent employees. According to this proposition people 

should be rewarded for trying to perform and not for actually performing. This neglects 

the social aspects of rewards, where agents are comparing themselves with colleagues 

and not only focusing on their own self-realization. It would surely be considered unfair 

if those who tried to perform were rewarded more that those who actually performed11.  

 

According to Frey rewards that are contingent on performance often lead to crowding-

out, because locus of control is shifted outward. However, he writes that within an or-

ganization the effects of reward contingency depends on the context and the way these 

rewards are applied, so there are some reservations. Moreover, this proposition about 

reward contingency in some way contradicts the proposition about uniformity. Frey uses 

an example of private universities where professors “are required to document their re-

                                                 
11 Theories of organizational fairness, which focus on the social aspects of reward and motivation, are 
discussed in section 2.10.      
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search achievements (publications, citations) to the administration” (Frey, 1997: 30). Is 

this an example of an external intervention making rewards contingent on performance 

and thus crowding-out intrinsic motivation? No, it is an example illustrating how an or-

ganization can benefit from distinguishing rewards according to the level of intrinsic 

motivation, because this procedure makes it possible for the successful researchers “to 

show their competence, raising their intrinsic academic motivation further” (Frey, 1997: 

30). First, motivation is confused with performance – the professors with the highest in-

trinsic motivation are not necessarily the most successful. Second, it is very hard to see 

why this kind of distinguishing rewards is not the same as making rewards contingent on 

performance, which according to Frey has a negative effect on motivation.  

 

The propositions six and seven are more or less repetitions of preceding statements. That 

soft regulation in shape of non-enforceable instructions are less harmful to intrinsic mo-

tivation than hard regulation including enforceable commands and threats of punishment, 

lies at the heart of the very concept of intrinsic motivation. That self-esteem is impaired 

if the external intervention does not acknowledge the agent’s intrinsic motivation and 

thus leads to crowding-out, has already been discussed above.  

 

In the next section, we discuss the relations between types of reward/reward criteria and 

crowding-out. The discussion is based on empirical research looking into the effects of 

external interventions on intrinsic motivation.   

 

2.9.2 Crowding-out effects 

 

There has been some research trying to shed light on possible crowding-out effects when 

using extrinsic rewards. Frey and Oberholzer-Gee (1997) investigate how people’s will-

ingness to accept the construction of a nuclear waste repository near their home is influ-

enced by the introduction of economic incentives12. Without any kind of compensation 

50.8% of the respondents are willing to accept the construction of the repository “in 

                                                 
12 The so-called “Not In My BackYard” or NIMBY problem. 
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their backyard”, whereas only 24.6% answer “yes” to the same question, when a mone-

tary compensation is introduced. At first this might seem paradoxical, but the research-

ers explain the result by arguing that people’s motivation (in this case some kind of civic 

spirit) are crowded out by the introduction of economic incentives. This is a thought 

provoking result, but the question is if this finding can be generalized to the labour mar-

ket. Economic incentives are already a part of the employment relationship contrary to 

the case of the NIMBY problem. It is not a question of whether or not to introduce eco-

nomic incentives; they are already there, but merely a question of which criteria to apply 

in rewarding employees.  Frey finds similar crowding-out effects within the areas of 

blood donation and environmental policy, but again money is something new that has 

not previously been a part of the areas concerned (Frey, 1997: 56-66 & 82-85).   

 

Deci, Ryan, and Koestner (1999) have carried out a meta-analysis of 128 studies regard-

ing the effects of rewards on motivation. The analyses consist of various controlled ex-

periments, where the participants are solving some puzzle or taking part in some other 

kind of activity. The participants are split up in two groups, and one of the groups is re-

warded in different ways during the experiments, whereas the other group receives no 

rewards. Subsequently motivation of the groups in relation to the activities is measured. 

This is done partly by the “free-choice behaviour” 13, and partly by participants’ self-

reported interest in the activity. The connections in the meta-analysis between reward 

and motivation vary depending on the criteria applied to distribute rewards. The authors 

find that non-material (intrinsic) rewards help to strengthen the motivation of partici-

pants. Regarding material (extrinsic) rewards, there is a negative effect on motivation, 

when rewards depend on engagement, completion, or performance. On the contrary, nei-

ther a negative nor a positive effect is found, when rewards do not depend on the task 

(task non-contingent). These results correspond very well with cognitive evaluation the-

ory and crowding theory (See Deci, 1975; Deci et al., 1985; Frey, 1997; Frey & Jegen, 

2001). The central prediction by these theories is that rewards crowd-out motivation if 

these are perceived to be controlling. Intrinsic rewards often work better than extrinsic 

                                                 
13 “…the degree to which participants return to and persist at the target activity during a free-choice period 
subsequent to the experimental phase” (Deci et al. 1999: 635). 
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rewards, because they collide less frequently with the feelings of competence and auton-

omy. When using extrinsic rewards, the best choice is task non-contingent rewards, 

since these rewards are the least intrusive and controlling.    

 

Eisenberger and Cameron (1996) have also done a meta-analysis regarding the effects of 

rewards on motivation, and they come up with a somewhat different result. They also 

find that intrinsic rewards have a positive effect on motivation. The rest of the results 

partly depend on whether free-choice or self-reporting are used to measure the effects. 

Basically, though, their conclusion is that the most detrimental kinds of extrinsic re-

wards are the ones that are task non-contingent14. On the other hand, there is a positive 

effect on motivation for task contingent rewards (only when using the self-report meas-

ure, though). Thus the authors conclude that the detrimental effects of extrinsic rewards 

on motivation are strongly exaggerated, and that some of the predictions put forth by 

cognitive evaluation theory are not correct. Especially predictions that task contingent 

rewards are perceived to be controlling, and thus detrimental to motivation, are not sup-

ported empirically according to Eisenberger and Cameron. They argue that task contin-

gent rewards increase the feeling of autonomy, because it is possible to influence the 

size of the reward, which is not the case for task non-contingent rewards. On the con-

trary, task non-contingent rewards can lead to a feeling of helplessness. In table 1 and 2 

we see what can be concluded from the two meta-analyses.            

 
Table 2.5: Cognitive evaluation theory: Connections between type of reward/reward criteria and 
motivation. 
 

Extrinsic rewards Intrinsic rewards 
Task contingent Task non-contingent 

Motivation Increase Decrease                    Neutral 
Source: Based on Deci, Ryan & Koestner (1999). 
 
Table 2.6: Behaviour theory: Connections between type of reward/reward criteria and motivation. 
 

Extrinsic rewards Intrinsic rewards 
Task contingent Task non-contingent 

Motivation Increase Increase                    Decrease 
Source: Based on Eisenberger & Cameron (1996). 
 
                                                 
14 The free-choice measure shows a negative effect for this kind of reward, whereas no significant effects 
are found, when the self-report measure is used. 
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Table 2.5 shows the main results of the meta-analysis by Deci et al (1999). Intrinsic re-

wards have a positive effect on motivation, whereas extrinsic task contingent rewards 

influence motivation negatively. Regarding extrinsic task non-contingent rewards no 

significant effects are found. Eisenberger and Cameron (1996) conclude differently from 

their meta-analysis, which can be seen in table 2.6. They also find that intrinsic rewards 

increase motivation, but when it comes to extrinsic rewards the results are quite different 

from those of Deci et al. Extrinsic task contingent rewards help increase motivation ac-

cording to Eisenberger and Cameron (1996), whereas task non-contingent rewards that 

were measured to be neutral by Deci et al. are actually found to be detrimental to moti-

vation.      

 

Common to the meta-analyses is their emphasis on how the individual perceives a given 

reward. According to Deci et al. task-contingent rewards are perceived to be more con-

trolling than non-contingent rewards. When rewards are contingent upon the perform-

ance of a given task it implies that the recipient is dependent on some kind of evaluation, 

and thus “locus of control” moves from the recipient to the giver. Intrinsic motivation is 

crowded-out, because autonomy of how to carry out the task is reduced. On the contrary 

Eisenberger and Cameron argue that task non-contingent rewards are perceived to be 

more controlling than task contingent rewards, because individuals have no control over 

the reward. Task-contingent rewards give individuals increased freedom of choice or 

self-determination as to the size of the reward.  

 

Crowding theory is a combination of economic theory and cognitive evaluation theory. 

It claims that external interventions (monetary rewards, regulations) crowd-out intrinsic 

motivation under certain conditions. Despite some reservations as to the way rewards 

are applied in an organization, rewards that are contingent on performance are generally 

claimed to be detrimental to motivation. This is in direct opposition to expectancy theory, 

which emphasize the importance of the perceived connections between effort, perform-

ance, and outcome. Lawler calls this “line of influence” – meaning that in order to be 

motivated employees must expect that increasing effort and performance leads to in-

creased rewards. This is similar to the reasoning by Eisenberger and Cameron (1996). 
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Crowding theory claims that performance-related-pay often reduces motivation, because 

self-determination is substituted by outside-determined work (Frey, 1997: 9). Eisenber-

ger and Cameron argue that the psychological theories of Maslow, Deci and others come 

out of a tradition of romantic individualism. These theorists consider reward systems to 

be inherently self-defeating, because of the interference with the need for self-realization. 

Performance-related-pay is regarded as controlling because people are seen “…primarily 

as unique rather than as an integral part of a social collective” (1996: 1155). They are 

oriented towards self-realization and this is better achieved without social influence. The 

next section deals with theories of organizational fairness, which focus on the social as-

pects of reward and motivation. 

 

2.10 Theories of Organizational Fairness  

 

The concept of justice or fairness has been studied for centuries by philosophers in order 

to come up with prescriptions of how to organize social institutions and how individuals 

should act towards each other. Justice is defined with respect to a certain philosophical 

system based on certain principles as for example a “veil of ignorance” (Rawls, 1999: 11). 

Social scientists, on the contrary, define justice in a phenomenological way, which means 

that “an act is “just” because someone thinks it is just and responds accordingly” (Folger 

& Cropanzano, 1998: xiv). Justice is socially constructed and justice judgements depend 

on subjective perceptions, and therefore the social scientist works empirically with the 

phenomenon. He collects data and analyse how perceptions of justice are formed and 

looks into the antecedents and consequences of perceived justice and injustice. Justice is 

about the distribution of rewards in social institutions, but also about the decision proc-

esses and interactions in relation to this distribution. Thus current theories on organiza-

tional justice distinguish between what is called distributive fairness and procedural fair-

ness. Some researchers include the concept of interactional fairness, but this third kind of 

fairness can be included as a part of the procedural aspects.   
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2.10.1 Equity theory and distributive fairness 

 
The study of justice in an organizational context is a relatively new phenomenon, begin-

ning with John Stacy Adams (1963; 1965), who developed a theory about equity and dis-

tributive justice in organizations15. The central claim of the theory is that motivation is a 

product of social exchange processes. Exchange processes can be perceived as just or un-

just, and this has implications for the motivation of the participants.   

 

Adams is inspired by the concept of relative deprivation, which has been used to explain 

paradoxical findings (Merton & Kitt, 1950). Research showed that despite the fact that 

well educated soldiers had better opportunities for promotion in the army, their job satis-

faction and satisfaction with their status was lower than the satisfaction of less educated 

soldiers. This paradoxical finding is explained by the higher expectations and aspirations 

of the better educated men, who felt relatively deprived of status partly based on what 

they thought they could have achieved in civilian life. So even though the rate of promo-

tion was higher for well-educated soldiers they showed less job satisfaction because of 

their higher expectations. In that way relative deprivation works as an interacting variable, 

which can explain the relationship between rate of promotion and job satisfaction in the 

above example. More generally relative deprivation is the discrepancy between the ex-

pectations of achievement and the actual achievement, or as Adams writes: “the unfair 

violation of expectations” (1965: 269). Adams argues that the consequences of relative 

deprivation are due to the feelings of injustice. Relative deprivation leads to the feeling of 

injustice that in turn leads to dissatisfaction and related behaviour.    

 

Adams looks at relative deprivation in connection with distributive justice in work or-

ganizations. How do workers for example perceive the exchange relationship with their 

employer? In developing this theory Adams borrows from economics the terms he em-

ploys to analyse these social exchanges. An exchange relationship is just: “when the prof-

its of each are proportional to their investments” (Adams, 1965: 272). According to Ad-

ams profit is rewards obtained less costs, and costs is the possible rewards that could be 

                                                 
15 Adams uses the terms equity, justice and fairness interchangeably in his work.   
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obtained in another exchange or some specific function of the exchange e.g. the risks in-

volved. Investments are the relevant attributes brought to the exchange:  

 

“They include, for example, skill, effort, education, training, experience, age, sex, 

and ethnic background” (Adams, 1965: 273) 16.  

 

If it was possible objectively to decide the value of different investments and rewards 

there would be less reasons for feelings of injustice. A firm would then theoretically be 

able to construct a fair reward system. The problem arises because it is based on subjec-

tive perceptions what to include as investments and rewards and how to value those in-

vestments and rewards.  

 

Whether the exchange with an employer is perceived to be fair by the employee depends 

on the comparisons he makes. Goodman differentiates between three classes of referents: 

Others, self-standards, and system referents. “Others” could be persons in the same or in 

another organization. “Self-standards” could be a comparison with the exchange ratio in 

an earlier job, and “system referents” could be promise of future rewards made by the 

employer at the time of hiring (Goodman, 1974). It is important to understand that it is 

the relation between ratios of investments to rewards that give rise to feelings of injustice. 

It is not felt to be unfair that one’s supervisor is perceived to get a higher reward if his 

investments in the shape of skills, education, effort, responsibility etc. are also perceived 

to be higher. In that case the investment-reward ratio may be the same.  

 

The above comparisons can also be made regarding the development of a social exchange. 

In the employer-employee relationship employee rewards in the shape of pay is expected 

to increase at regular intervals. Pay raises can be analysed in terms of distributive justice. 

Traditionally seniority has formed the basis of pay raises and if the employer and the em-

ployee agree on the relevance and importance of this input the problem is restricted con-

siderably. Disagreement as to the relevant inputs that should affect decisions on pay 

                                                 
16 Since costs can be considered as negatively valent rewards the term costs are not used from now on. The 
terms used are investments/inputs and rewards/outcomes. 
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opens the discussion and can give rise to immense feelings of injustice. If the employer 

does not consider seniority as a relevant input and therefore wants to base the size of the 

pay raise on merit alone, whereas the employee considers seniority to be an important 

input, it is difficult to reach a solution that satisfies both parties. For the employer a fur-

ther problem is that some employees hold the view that pay raises should be based on 

seniority, whereas other employees feel that pay raises should be based on merits. So 

even if we forget the views of the employer this is still a complicated problem. Most peo-

ple would in principle agree that one should be rewarded according to merits, but the 

main problem arises when it comes to actually value the merits of different employees. 

Basing pay raises on seniority relies on the assumption that employee productivity in-

creases with greater experience.  

 

Also the relevance of outcomes can be perceived differently by employers and employees. 

Money is a recognized outcome for employees, but different importance is ascribed to 

this outcome and perhaps something else is preferred. Not all outcomes, though, are rec-

ognized by both parties, and in this case it does not have the potential of being an out-

come psychologically (Adams, 1965). As an example many employees receive benefits 

as a component of their total reward, but if the benefits are not valued or recognized by 

the employees, these might not be perceived as an outcome – i.e. a part of the social ex-

change relevant for judgements of distributive fairness. 

 

Regarding pay the theory states that in situations of underpayment as well as overpay-

ment the employee will react. Generally underpaid employees perform worse than equi-

tably paid employees and overpaid employees perform better than equitably paid em-

ployees. Research in this field generally give the strongest support to the underpayment 

hypothesis (Mowday, 1996: 61).  

 

2.10.2 Consequences of injustice 

 

So what are the consequences of perceived injustice other than dissatisfaction? Inspired 

by cognitive dissonance theory Adams states that feelings of injustice result in a tension 
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in the person involved in the social exchange. This tension created “will motivate him to 

eliminate or reduce it. The strength of the motivation is proportional to the tension cre-

ated” (Adams, 1965: 283). In the following the two sides of an exchange relationship are 

called Person and Other. Person is an individual who has feelings of justice or injustice – 

as the employee in the above examples. Other can be an individual in a social exchange 

with Person, Other can be someone that Person compares himself with when both are in a 

social exchange with a third party, or Other can be Person in another job or role17. Person 

can react to injustice in four different ways (adapted from Adams, 1965: 283 ff.): 

 

1) Person changing his inputs 

2) Person changing his outcome 

3) Person changing Other 

4) Person leaving the field 

 

First: Person can change his inputs by lowering the quality of the work and by “restriction 

of output” as a response to an unjust exchange – thus lowering his efforts one way or the 

other. Person can also change the perception of his inputs – by downgrading the rele-

vance or the importance of his inputs. Person might for example change the perception of 

seniority to be an irrelevant input or as being of less importance than previously per-

ceived.  

 

Second: Person does not control his outcomes like he controls the input of effort, but he 

can still try to change his outcome. As a consequence of injustice he might try to affect 

the size of his wage or the chances of promotion. Another possibility is to change the per-

ception of outcomes. He might perceive the work task to me more varied and interesting 

in order to justify a certain distribution.  

 

Third: Person can try to change the input or outcome of Other. This is not easy to do in 

practice, but an example could be to get a “rate-buster” to lower his efforts. Alternatively 

Person can change his perceptions of the inputs and outcomes of Other or he can simply 

                                                 
17 Person and Other can also be groups instead of individuals – e.g. certain professions.  
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change the object of comparison. Perceptions of Other are assumed to be relatively easy 

to change since these perceptions “are probably less well anchored than are those con-

cerning oneself” (Adams, 1965: 293).  

 

Fourth:  As a reaction to injustice Person can leave the field. In employment relationships 

this typically means quitting the job or being more absent. These are quite radical reac-

tions to injustice and are assumed to depend on the importance of the problem and the 

availability of other means.       

 

One problem with equity theory is its difficulties predicting behaviour resulting from per-

ceived unfairness. As described above, the theory predicts that employees can react very 

differently to perceptions of unfairness. Sometimes they blame the company and lower 

their efforts and sometimes they react by cognitive rationalization and work harder. The 

same antecedents can cause two opposite reactions from employees and therefore equity 

theory need to be supplemented by theories stating more precisely under what circum-

stances unfairness leads to one or the other.  

 

2.10.3 Procedural fairness  

 

Equity theory focuses exclusively on outcomes and hence distributive fairness. Current 

theories of fairness also include the procedural dimensions. The research on procedural 

fairness was launched by Thibaut and Walker (1975), who was doing an experimental 

study on disputants’ reactions to different legal procedures. Their research included three 

parties: two disputants and a third-party decision-maker. The conflict resolution consisted 

of a process stage, where information regarding the case was presented, and a decision 

stage, where the decision was made.  

 

“Control over the delivery of information could be exerted by either of the two 

disputants (high process control) or by the third-party (low process control)” 

(Cropanzano, Byrne, Bobocel, & Rupp, 2001: 173).  
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The process stage was followed by a decision stage including a decision, which could be 

made by the two disputants (high decision control), or by the third party (low decision 

control). The main finding of Thibaut & Walker was that when third party control was 

limited and disputants had a high degree of process control, the perception of fairness in-

creased despite low decision control. Moreover, this kind of procedure with a high degree 

of process control to the disputants, generated greater satisfaction with the judgement re-

gardless of the outcome (Thibaut et al., 1975: 118).  

 

The above conceptualization of procedural justice emphasizes the distribution of formal 

process control. The participants in the experiments were asked to appraise the fairness of 

different procedures according to the degree of third-party control over the decision-

process. That individuals are willing to trade off favourable outcomes for a high degree of 

process control or “voice” is a finding that has generally been confirmed by later research 

(Folger, Cropanzano, Timmerman, Howes, & Mitchell, 1996). It has been suggested that 

the reason individuals find the process important is that in a long term perspective fair 

procedures will provide the most favourable outcomes (Greenberg, 1990). This rather in-

strumental view on procedural justice focusing on process control mostly as a mean to a 

favourable outcome has been contested by researchers, who emphasize the non-

instrumental aspects of procedures.  

 

In their review of the literature on procedural justice, Lind and Tyler (1988) distinguish 

between what they call a self-interest model and a group value model. The self-interest 

model is used by Thibaut and Walker described above. The group value model (later 

called “the relational model”) is based on socialization and group processes.  

 

2.10.4 The self-interest model 

 

In the self-interest model emphasis is on process control as a mean to control the outcome. 

As the name suggests individuals are seen as rather egoistic, and the reason why they are 
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concerned with process control is mainly the recognition that it is impossible to maintain 

complete control over outcomes, when interacting with other people. The reason to en-

gage in social interaction at all, even though control of the outcome is limited, is its long-

term profitability. Demanding fair procedures is a way of assuring that group membership 

will be beneficial in the long run. Actually it follows from this model that unfair proce-

dures might be accepted if they result in a favourable outcome, but in general fair proce-

dures are preferred by most people because they are beneficial in the long run.  

 

In his famous theory of the political system David Easton analyses why people generally 

support the political system despite disagreement with the current government. He argues 

that people believe that the political system will serve their interests in the long run; be-

cause they believe in its procedures and institutions (Easton, 1965: 277). Thus the belief 

in the fairness of the systems’ underlying procedures promotes loyalty and support. Gen-

erally when people make evaluations of leadership and institutions they take a long-term 

perspective, whereas personal satisfaction depends on single decisions. Their loyalty to a 

group or institution largely depends on the way decisions are made, and if these are be-

lieved to be fair:  

 

“…then group members are more inclined to accept a long term commitment to 

the group. These findings suggest that procedural justice is crucial to the long-

term maintenance of positive social relationships within groups” (Lind et al., 1988: 

225-226).  

 

From the self-interest model it is possible to make some predictions of the antecedents 

and consequence of procedural fairness. It follows rather directly from the assumptions of 

the model that the degree of favourability of the procedure and the degree of outcome 

control affect perceptions of procedural justice. Moreover, outcome fairness (distributive 

fairness) influences procedural fairness, because in order to secure long term gains from 

the procedure it has to provide fair outcomes. Returning to the example of the political 

system, if the system consistently fails to fulfil the demands (of the people) it leads to de-

creasing support. In other words, if the long term outcome is not satisfactory, the belief in 
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the system, its procedures, and institutions, will diminish. Regarding the consequences of 

perceived procedural fairness it has already been discussed that procedural fairness has a 

greater impact on attitudes about institutions and groups than on single experiences. In 

other words, procedural justice mainly influences general attitudes towards groups, and is 

not as strong a predictor of satisfaction with specific outcomes.  

 

As noted above, some researchers criticize the instrumental view on procedural justice 

represented by the self-interest model. One problem with the model stems from the find-

ings that consistently negative outcomes does not necessarily affect perceptions of proce-

dural justice. The model acknowledges and accounts for the trade-off between process 

control and outcome control, but what if the long term consequences of a given procedure 

are negative? The argument is that individuals recognize the necessity to give up some 

outcome control in order to achieve long term benefits, and thus there has to be some 

positive outcomes in the future in order to motivate this kind of behaviour. Another and 

related critique comes from the indications that process control and “voice” strengthen 

perceptions of fairness for other reasons than its influence on outcomes. Essentially the 

argument is that procedures can be ends in themselves and not merely means to a fair or 

favourable outcome. The non-instrumental effects of procedural justice are the value-

expressive effects. The opportunity of “voice” is important in itself, and so is quality of 

treatment. These aspects of procedural justice are central to the group value model.  

 

2.10.5 The group value model 

   

The group value model is not based on calculations of self interest, but instead on group 

identification and socialization. Identification with a group and the social norms of the 

group has a strong influence on individuals beyond what can be explained by expecta-

tions of long term gains. That social norms and belonging to a group is important motiva-

tors are central findings of the Hawthorne experiments discussed in section 2.4. In the 

group value model individuals are seen as social creatures for whom group membership 

are of great value.  
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“Group procedures specify the authority relationships and the formal and informal 

social processes that regulate much of the groups’ activity. Just as group identity 

defines the external features of the group, procedures define the internal features 

of the group” (Lind et al., 1988: 231).   

 

This is a new aspect of procedures neglected in the self-interest model. The procedures 

include norms of treatment and norms of decision making and define the group internally. 

When these procedures are congruent with the values of the group and the individual, 

they are perceived as fair. It sounds like a circular argument that procedures define the 

group and are judged as fair or unfair partly based on group values, but the model states 

that many of these values are basically due to socialization. Some fundamental values are 

the same for almost every group such as maintaining solidarity and authority relations. 

Moreover, status, security of membership and the opportunity to participate are of value 

to the members. Judgements of fairness depend on the congruence between group proce-

dures and these values.  

 

Even though individual values also stem from other sources than the group, the model 

still begs the question of causality. It might be the case that procedures are perceived as 

fair because they are approved by the group. This also counts for the prediction that per-

ceptions of procedural justice greatly affect loyalty and commitment towards the group. 

That is, strong loyalty and commitment leads to a positive evaluation of the procedures. 

However, it is reasonable to assume that individuals are able to reflect on the fairness of 

procedures partly independent the commitment to any particular group, since they par-

ticipate in different social groups. If the group in mind is a political system it is likely that 

the system in general will be judged fair because it is such a fundamental part of the so-

cialization – this is especially clear if we talk about totalitarian systems, but it can also be 

the case of democratic systems. When it comes to organizational fairness it is less likely 

that causality runs from commitment to perceptions of procedural fairness, because the 

individual take part in many other social interactions than the particular organization. 

Easton talks about diffuse support for the political system that children acquire through 
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the process of socialization. Attachment to the system develops without any rational cal-

culations of gains and losses from such support. As mentioned in the above discussion of 

the self-interest model, repeated failures of delivering positive outcomes could eventually 

lead to loss of diffuse support.  

 

According to the group value model some procedural preferences can be seen as social-

ized attitudes. In support of this view research show that assessments of procedural fair-

ness do not change even if it produces an unfair outcome (Greenberg, 1987c; 1987b). 

Moreover, it has been shown that perceptions of procedural fairness are consistent within 

the same culture (Tyler, 1988), which reinforce the above results that beliefs about proce-

dural fairness are to some extent independent of personal experiences. Some values, 

though, are assumed to be relevant to all groups. For example the value-expressive effect 

on procedural justice perceptions. This is based on the assumption that participation and 

status in the group are important to individuals, and therefore “voice” is seen as fair, since 

it provides the opportunity of expression. On the contrary if “voice” is inhibited it is seen 

as unfair, because it frustrates those desires. Thus the group value model is able to ex-

plain the finding that “voice” is important for procedural fairness regardless of the out-

come: 

 

“If it is group participation and status affirmation that are important, these are ob-

tained as soon as it is obvious that one’s views are expressed and considered; 

there is no need for a positive outcome to confirm these values” (Lind et al., 1988: 

236).  

 

This explanation of procedural justice can also account for the effects of more informal or 

interpersonal aspects of procedures, such as respect and kindness. If authorities treat peo-

ple with indignity, it is seen as unfair because it signals something negative about one’s 

status as a member of the group. 

  

The group value model helps predict the antecedents and consequences of procedural 

fairness. Judgements of procedural fairness depend on the values of the particular group 
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and on the values of the individual, and thus it is possible to predict the effects of differ-

ent factors on procedural fairness, when these values are known. As opposed to the self-

interest model, where the preferences or values are exogenous, these are partly endoge-

nous in the group value model, and therefore it is difficult to uncover the antecedents of 

procedural fairness ex ante. Two factors are possible to predict, because they are claimed 

to be of general importance to individuals: first, procedures that provide for value expres-

sion, and second, the treatment of individuals with politeness and dignity. These factors 

are closely related to the recognition of one’s status as a member of the group and are 

therefore expected to be essential for perceptions of procedural justice. The predictions 

regarding consequences of procedural justice are similar to those of the self-interest 

model, but the causal mechanisms are claimed to be different. According to the group 

value model procedural justice is strongly related to attitudes about the group and authori-

ties within it. Whereas the self-interest model emphasize the long term benefits associated 

with procedural fairness as the main causal mechanism, the group value model emphasize 

the close link between procedures and internal features of the group in explaining the ef-

fects of procedural fairness on loyalty and commitment.  

 

The main problem with the group value model is that it cannot explain research showing 

a change in procedural fairness judgements following an unfavourable outcome. Accord-

ing to the model outcomes do not affect perceptions of procedures because these are ends 

in themselves.      

  

2.10.6 Summary 

 

In equity theory social relationships are seen as exchange processes in which the indi-

viduals make contributions (input) and expect to get certain outcomes (Mowday, 1996). 

The judgment regarding whether the outcome is satisfactory or equitable often has to do 

with social comparisons. Inequity exists if the ratio of inputs and outcomes differ from 

those of the comparison other, and the individual will tend to do something to change the 

situation.  
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An expansion of the traditional focus of equity theory is to look at procedures as well as 

outcomes. It is argued that to understand the way employees react to a certain treatment 

at work two separate notions of fairness or equity is needed. The perceived fairness of an 

outcome (distributive justice), on the basis of the employee comparing his or her out-

come-input ratio with comparison other is only one half of the story. The other half has to 

do with the fairness of the decision-making process (procedural justice). “In other words, 

the focus shifts from what was decided to how the decision was made” (Cropanzano et al., 

1996: 72).  

 

Two different models of procedural fairness explain why fair procedures are important to 

individuals. The self-interest model focuses on process control as a mean to control out-

comes. In general fair procedures are valued because they are assumed to result in fa-

vourable outcomes in the long run. On the contrary, the group value model focus on the 

independent value of fair procedures. Procedures constitute the group and thus are crucial 

for individual well-being. Important features of fair procedures are the opportunity of 

“voice” and respectful treatment.  
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3. Reward Management in the Knowledge Economy 
 

In this chapter we discuss the field of reward management within the context of the 

knowledge economy and knowledge-intensive firms. A discussion of knowledge-

intensive firms and the new employment relationship is followed by a discussion of “new 

pay” and economic incentives.  

 

3.1 Knowledge and Knowledge-Intensive Firms 

 

Traditionally economists have distinguished between labour-intensive and capital-

intensive firms. This terminology points to the relative importance of each factor as in-

puts of production (Starbuck, 1992: 715). The terms are also applied to characterize the 

nature of industrialization in different countries, where a relative large number of capital-

intensive firms denotes a high degree of industrialization and thus a high degree of devel-

opment. By analogy, in knowledge-intensive firms, knowledge is a more important input 

than labour and capital respectively. Capital and labour is often compared in monetary 

units in order to find out whether a firm can be characterized as labour-intensive or capi-

tal-intensive – what are the cost of labour compared to the cost of capital. Even though 

there can also be problems in measuring labour and capital it is much easier than assess-

ing the importance of knowledge relative to the other inputs. As a necessary starting point 

we have to define what we mean by “knowledge” in relation to firms.  

 

Two main perspectives on knowledge can be identified in the literature – the structural 

perspective and the process perspective (Newell et al., 2002).  In the structural perspec-

tive knowledge is seen as discrete, objective and as something that people (organizations) 

possess; there are basically two types – tacit and explicit knowledge. Tacit knowledge 

resides within the individual and is difficult to share with other people. It is often referred 

to as “know-how” and an example is riding a bike, which can be done but not explained. 

Experts in different fields are often using a lot of tacit knowledge in their work (Dreyfus 

& Dreyfus, 1986). Explicit knowledge, to the contrary, is easier to codify and share with 
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other people. In the process perspective knowledge is seen as inherently social and as 

embedded in practice (Newell et al., 2002: 7). Instead of talking about “knowledge”, re-

searchers working within this perspective often use the term “knowing” to indicate the 

dynamic aspect.  

 

None of the above perspectives has a final recipe for defining a knowledge-intensive firm. 

In the structural perspective knowledge resides in the individuals; consequently in the 

workers or in labour. But it can also be codified and then said to reside in the firm, e.g. in 

databases, machines or tools; consequently in capital. In that way knowledge can be a 

part of labour as well as of capital. In the process perspective knowledge is dynamic and 

therefore it is not really residing anywhere. Instead the focus is on practices of knowing, 

which emphasizes the social nature of knowledge. This means that knowledge is not a 

part of labour or capital, but is a part of the work practices involving labour or involving 

both labour and capital. It can be the practice of a workgroup or the practice of a worker 

using some kind of machine.  

 

So what is the relevance of these differences for the way we define a knowledge-

intensive firm? Alvesson defines knowledge-intensive firms (KIFs) as firms:  

 

“…where most work is said to be of an intellectual nature and where well-

educated, qualified employees form the major part of the work force” (Alvesson, 

2001: 863).  

 

This definition includes two things: the nature of the work and the nature of the work 

force. Alvesson does not connect his definition to different perspectives of knowledge, 

but it is obvious to take a closer look at this possible link. It actually seems like this defi-

nition of a knowledge-intensive firm includes both the structural and the process perspec-

tive on knowledge. In the process perspective knowledge or knowing is a part of the so-

cial work practices, which in the above definition is reflected in the special nature of 

work in knowledge-intensive firms. In the structural perspective knowledge resides in the 

individual, which is reflected in the focus on the characteristics of the workforce in the 
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above definition. A definition based only on the process perspective of knowledge would 

focus more on the actual work processes and social practices in the firm. The structural 

perspective of knowledge, on the other hand, would have emphasized the knowledge of 

the individual worker and the knowledge residing in ICT (information communication 

technology), in databases etc. Even though both perspectives on knowledge seem to be 

represented in the above definition of KIFs it is reasonable to conclude that the structural 

perspective dominates. Work “of an intellectual nature” does not fit well with knowledge 

as inherently social and as embedded in practice. In an earlier book Alvesson writes:  

 

“Of course, all firms are based on some form of knowledge. The fact that knowl-

edge, in knowledge-intensive firms, is primarily related to individuals rather than 

associated with organizations (routines, organized work processes) or built into 

machines and material technologies gives some indication of what is involved” 

(Alvesson, 1995: 8).  

 

Here the focus is on knowledge as residing in the individual, whereas knowledge as part 

of work processes and built into machines is only secondary. The process perspective of 

knowledge is downgraded in this citation as well as knowledge build into different tech-

nologies, which is a part of the structural perspective. One could argue that knowledge as 

social practice and physical capital are abandoned for knowledge as human capital.  

 

Knowledge and knowledge-intensive firms are very ambiguous concepts, so there is no 

single and simple definition. William H. Starbuck (1992: 716-719) has five propositions 

as to what characterizes a KIF. First Starbuck writes: “A KIF may not be information-

intensive”. This proposition builds upon the common distinction in the literature between 

information and knowledge. Information is generally seen as a flow of messages out of 

which knowledge can be created through human belief and commitment (Nonaka, To-

yama, & Byosière, 2001). So knowledge can be created by information and is something 

different. Therefore firms do not have to process large amounts of information in order to 

be knowledge-intensive.  
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Second: “In deciding whether a firm is knowledge-intensive, one ought to weight its em-

phasis on esoteric expertise instead of widely shared knowledge”. Here Starbuck distin-

guishes between what he calls “esoteric expertise” and “widely shared knowledge”. This 

kind of expertise should make a valuable contribution to the firm if it is to be called 

knowledge-intensive. It is not easy to generalize about the precise nature of this “esoteric 

expertise”, because it can be highly contextual. Therefore some forms of expertise that 

makes a valuable contribution are not possible to decide from the number of experts, the 

size of the R&D units etc, but can only be measured by their effects.  

 

Third: “Even after excluding widely shared knowledge, one has to decide how broadly to 

define expertise”. Here Starbuck suggests that one can define expertise broadly and in-

clude many people as experts, and see expertise embedded in various machines and rou-

tines. Alternatively, one can choose to include in the definition of expertise only those 

people with a high formal education, high-tech machines and unusual routines. The broad 

definition makes it possible to generalize findings to a larger number of firms, but makes 

KIF’s less special. Starbuck also points to the political overtones of this issue. The nar-

row definition is emphasizing high formal education and thereby excluding skills and ex-

pertise learned through primary education, which highlights the problem of the socially 

unequal distribution of education.  

 

Fourth:  “An expert may not be a professional, and a KIF may not be a professional 

firm”. Traditional professions such as law and accounting typically have ethical codes of 

conduct, collegial enforcement of standards etc. Law and accounting firms are KIF’s, but 

since the above characteristics are different for a lot of firms that have specialized exper-

tise, not all KIF’s are professional firms. In that way professional firms can be seen as a 

subset of KIFs (Newell et al., 2002: 25).  

 

Fifth: “KIF’s knowledge may not be in individual people”. Starbuck writes that knowl-

edge can be found in capital, in firms’ routines and in professional cultures – besides be-

ing held by individuals. According to Starbuck knowledge can be converted to physical 

forms via books, software, machines etc. 
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Starbuck as well as Alvesson primarily focus on characteristics of the workers in order to 

decide whether a firm is knowledge-intensive. This priority is common in the literature 

on KIFs (cf. Løwendahl, 1997), but it seems to reflect a pragmatic approach rather than a 

deep-rooted conviction that knowledge only resides in the individual. Alvesson is very 

well aware that knowledge is not only formalized and individual, but if all kinds of 

knowledge are included then it will be too comprehensive. Therefore he writes:  

 

“If one does not define knowledge as the number of years of education and formal 

training – which appears mechanical and reductionistic – it is rather difficult to 

compare different workers and sort out who is the most knowledgeable” 

(Alvesson, 1993: 1001).  

 

He actually suggests that a criterion of a KIF could be that half the employees have a uni-

versity or equivalent education. This criterion should be used with discretion though. 

Starbuck uses a similar definition:  

 

“As a starting point, I defined an expert as someone with formal education and 

experience equivalent to a doctoral degree, and a KIF as a firm in which such ex-

perts are at least one-third of the personnel” (Starbuck, 1992: 719-720).  

 

At the same time he states that some KIFs have expertise in non-human forms, but not the 

ones he is studying, which highlights the contextual nature of the definition.   

 

Alvesson is actually very critical towards the whole concept of KIFs. Because knowledge 

is such an ambiguous concept, the firms’ persuasive strategies are very important in order 

to convince clients and customers about their abilities. In that way “claims to be knowl-

edge-intensive” is the defining characteristic of a KIF. Even though Alvesson is pointing 

at the symbolic aspects of knowledge and KIFs, he still finds “knowledge-intensive” to 

be a useful and valuable but relatively vague category (Alvesson, 1993; 2001).    
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A pragmatic approach to the concept of knowledge-intensive firms leads to a focus on 

characteristics of the people employed. The proportion of workers with a high formal 

education – even though a reductionistic measure – is the most important criterion in de-

ciding whether a firm can be characterized as knowledge-intensive. Another criterion is 

the nature of the work, which is more difficult to assess empirically, but it is evident that 

the kind of work performed has to be included. For example a lot of well-educated em-

ployees in a pizzeria would not make it a KIF – this makes intuitively sense, but often it 

can be very difficult to say what kind of work involves the most knowledge. Further, em-

ployees with a university education whose work is of an intellectual nature or the like are 

termed “knowledge workers” (Alvesson, 1993; 2001) or “experts” (Starbuck, 1992).    

 

The initial typology distinguishing between labour-intensive and capital-intensive firms 

can now be extended to include the category of knowledge-intensive firms. Physical la-

bour and physical capital are replaced by human capital as the most important input in 

these firms (Alvesson, 1995). Having said that and defined these firms as having a certain 

proportion of knowledge workers or experts employed, the next step is to see if this cate-

gory can be further differentiated. I have already mentioned one subset of KIFs, which is 

“the professional firm” (Starbuck, 1992) or “the professional service firm” (Løwendahl, 

1997). Alvesson makes a distinction between “pure” knowledge firms and high technol-

ogy firms. “In “pure” knowledge-companies individuals are the primary bearers of 

knowledge…” (Alvesson, 1995: 7), whereas knowledge in high technology firms is em-

bodied in products and technology. Another way to put it is to say that these KIFs are 

more capital-intensive than the “pure” KIF and the professional firm, but strictly speaking 

that implies seeing high tech firms as less knowledge-intensive than the two other sub 

categories18. On the other hands it makes sense if “pure” KIFs are seen as more labour-

intensive or more precisely – a greater part of their knowledge is embedded in its labour 

force. In high tech firms knowledge is to a greater extent embedded in technology (capi-

tal). In a recent publication Alvesson distinguishes between what he calls professional 

service firms and R&D firms (Alvesson, 2004). “Professional service firms” include the 

                                                 
18 This is due to the definition of labor-, capital-, and knowledge-intensive firms as the relative importance 
of each of these inputs. It means that if high tech firms are more capital-intensive than other KIFs, and the 
labor-intensiveness is the same, then by definition they are less knowledge-intensive.               
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traditional professions and the “pure” KIFs, whereas “R&D firms” are equal to the above 

term “high tech firm”. Since the concept of a profession is somewhat blurred today, it 

makes sense to use the concept of a professional service firm including traditional profes-

sions and other kinds of firms based on “pure” knowledge as opposed to high tech firms.  

 
Table 3.1: Types of knowledge-intensive firms 
 
 Professional service firm R&D firm / High tech firm  
Characteristics Intangible products 

Deals directly with the market 
Tangible products 
Deals indirectly with the market 

Examples Law and accountancy firms 
Management consultancies 
Advertising agencies 
Investment bankers 

Pharmaceutical firms 
Biotech firms 
IT firms 

Source: Adapted from chapter 2 in (Alvesson, 2004) 

 

Table 3.1 above shows the two main categories of knowledge-intensive firms: Profes-

sional service firms and R&D firm. Professional service firms are often working with in-

tangibles, while R&D firms typically produce a (tangible) product. Moreover, most of the 

employees in professional service firms deal directly with the clients, while R&D firms 

are characterized by a division of labour between functions – separating most employees 

from the customers. The distinction between the two categories is not always clear cut, 

but the differences mentioned counts for the typical cases.   

 

The two empirical cases in this dissertation are a pharmaceutical firm and an IT-firm. 

Following the above typology, these firms can be categorized as knowledge-intensive 

R&D firms or High tech firms, when we include the high level of education of their em-

ployees. Following Starbuck (1992) and Alvesson (1993; 2001) those employees with a 

high formal education (5 years or more) are defined as knowledge workers. Now we 

move on with a discussion of the employment relationship in the knowledge economy.  

 

3.2 New Employment Relations 

 

In the traditional employment relationship the characteristics are internal training and de-

velopment of employees, reward- and promotion systems based on seniority, and a rela-
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tively high degree of job security (Capelli et al., 1997: 16-23). A general restructuring of 

the world economy in the 1980s has changed the relationship between firms and employ-

ees (Rousseau, 1997). The boundaries between the firm and its surroundings have be-

come vague, and the logic of the market plays an increasing role. The internal labour 

markets of training and promotion are weakened, seniority based pay systems are re-

placed by performance based systems, and job security decreases: 

 

“The new model makes individual employment relationships more sensitive 

to market forces. Pressures from the product market are brought inside the 

companies to employees by making compensation and job security contin-

gent on organizational performance. Pressures from the labor market mani-

fest themselves through more hiring from outside, career development in-

creasingly across (rather than within) organizations, and greater use of con-

tingent and contract labor” (Capelli et al., 1997: 209).  

 

To what extent the above described changes in the employment relationship are general 

and permanent can be discussed. However, it is hard to question that there has been a de-

velopment including some of these characteristics. The focus here is on the effects on re-

ward practices and employee motivation. Looking at the employment relationship as a 

kind of social exchange, it includes certain expectations from the employee as well as 

from the employer. These expectations make up what is called a psychological contract:  

 

“The term psychological contract refers to an individual’s beliefs regarding 

the terms and conditions of a reciprocal exchange agreement between that 

focal person and another party” (Rousseau, 1989: 123).  

 

The concept of a psychological contract is closely related to equity theory and in general 

to theories of fairness discussed in chapter 2.10. In the traditional psychological contract 

there is a shared understanding that hard work and commitment to the firm is recipro-

cated with job security and career opportunities. If for example job security is weakened 

this means a violation of the psychological contract, and thus employee commitment and 
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the willingness to work hard might be withdrawn. This implies a possible dilemma for 

management. The new employment relationship seems to mean lower employee com-

mitment, but since new types of work are complex and often include greater autonomy, it 

becomes more important to have a committed work force. Monitoring is costly if possible 

at all and thus employers have to rely more on the responsibility of employees.  

 

On the other hand, employees in knowledge-intensive firms might not expect the same 

from the employment relationship as other employees, or expectations of employees 

might gradually adjust to the new realities including lower levels of job security (Capelli 

et al., 1997: 217). Some researchers point to the development of a new psychological 

contract (Ibsen & Christensen, 2001: 81; Rousseau, 1997: 521). This does not mean that 

employees (especially knowledge-workers) will make fewer demands on their employ-

ment relationship. The psychological contract is changing, but expectations and demands 

from knowledge-workers is probably greater than before (Holt Larsen, 2006: 272-273). 

The focus of knowledge-workers is increasingly on conditions in other firms. Careers de-

velopment is more across organizations and as a consequence external comparison of pay 

levels (external equity) becomes more important (Holt Larsen, 2006: 280-286; Lawler, 

2000: 111-112). Instead of job security there is a demand for employability, which means 

that training and development cannot focus entirely on firm specific competences, but has 

to help increase the market value of employees as well. Reward practices become more 

focused on qualifications and performances of employees, which is the subject of the fol-

lowing section.          

 

3.3 New Pay 

 
As outlined above knowledge-intensive firms and knowledge workers differ from tradi-

tional firms and workers in ways that influence human resource management practices. 

They are well-educated and they often work with intangible “products”.  Moreover, these 

workers are very valuable for the firms because of their expertise that can be hard to re-

place. Therefore some argue that new kinds of reward practices are needed in order to 

attract, retain, and motivate knowledge workers with the right knowledge, skills, and 
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competencies. A way to make relative autonomous employees work for the benefit of the 

firm is to make a closer link between rewards and performance. The rationale behind this 

strategy is twofold: first, the reward system is a way of communicating to employees in 

what direction they should turn their efforts; second, connecting rewards and perform-

ance create a direct incentive to make an extra contribution. One problem is that since the 

work of knowledge workers is quite ambiguous it can be hard to design these systems in 

a way that captures all the important aspects of the job. Therefore the most important ob-

jective of a KIFs reward practices is that it helps increase the commitment of employees, 

and thereby indirectly induces alignment of interests between employers and employees.   

        

According to the American professor of management and organization Edward Lawler, 

reward systems cannot be seen as isolated from the rest of the firm. The term “new pay” 

refers not to the pay practices in themselves, but to the way these are integrated with gen-

eral human resource policies and firm strategy. Emphasis is on the fit between organiza-

tional goals and the reward system. This means that there is no best practice regarding 

pay that can immediately be transferred from one firm to another, because what is best 

practice in one firm might not fit with the strategies, structures and processes of another 

firm. However, there are still some reward systems that fit the new high-performance or-

ganizations better than others and that is the main message in Lawler’s recent works 

(Lawler, 2000; 2003).   

 

The traditional bureaucratic organization is becoming obsolete in most areas today, be-

cause of the rapid growth in knowledge and information technology. The bureaucratic 

form of organizing is efficient if information is scarce and transmitting it is costly, but in 

a world where information is plentiful and easily transferred new – more efficient – or-

ganizational forms have developed. The nature of work has also changed from industrial 

jobs to service jobs or knowledge work making knowledge management essential to or-

ganizational performance (Lawler, 2003: 274-275). Since knowledge is becoming more 

important in organizations of today the relative importance of human resources has in-

creased compared to physical assets. According to Lawler people are not assets – they 

cannot be bought and sold.  
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“People are better thought of as human capital investors. Capital is owned 

by investors, not by an organization, and can be invested or not, depending 

on the return that is offered for it and how it is treated” (Lawler, 2000: 7).  

 

So people invest their time, energy and skills and organizations have to pay them for that 

investment. If they can get a better return on their investment in another organization 

where their skills and knowledge are needed they will properly leave the current job. That 

is why organizations have to pay attention to the market value of their employees and 

make bonds that are based on rewards in order to retain their talented employees. Organi-

zations today not only compete with other organizations but also with self-employment. 

For some employees it might be beneficial to leave the organization if it cannot provide a 

job where the individual can perform better than on his own.  

 

It is essential that reward systems are rewarding excellence which means attracting 

“…the right kinds of human capital and motivate them to develop and perform in ways 

that increase shareholder value” (Lawler, 2000: 10). Therefore rewards should be based 

on the value of human capital (knowledge, skills, and competencies) – not the current job. 

People should be rewarded according to how effectively they use their human capital to 

help the organization improve its business performance. So even though there is no best 

practice regarding the actual design of a reward system Lawler has some strong recom-

mendations regarding the general principles to be applied and the choices to be made 

when an organization wants to change their reward practices.    

 

3.4 Economic Incentives 

 

Employees have always had economic incentives to work in the interest of their employ-

ers. Traditionally employees have been paid on the basis of their position in the hierarchy, 

and thus the most common way to induce people to work hard, perform their best and 

stay with the firm was the prospect of promotion. The risk of being fired and deferred 
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compensation (pay based on seniority) are two other kinds of economic incentives that 

have always been very common in firms. 

 

“The job, defined as a stable configuration of organizational tasks and re-

sponsibilities, has traditionally formed the essential building block for the 

development of pay and grading structures” (Kessler, 2000: 265).  

 

Jobs in an organization are evaluated and compared in order to decide the job size and 

how it should be rewarded. Thus it is the characteristics of the job and not how employ-

ees are performing in the job, which is rewarded. Seen from an economic perspective 

there are several motivational problems with this kind of reward practice, where compen-

sation is based on seniority and position in the job hierarchy.  

 

• First, at some point employees come to a “dead end” where it is not possible to 

get promoted anymore, and then the incentive is gone.  

• Second, not everyone can get promoted and some times promotion depends more 

on seniority than on performance.  

• Third, promotion is often analyzed through the lens of tournament theory and in a 

tournament it is not the absolute level of performance that matters, but how well 

one performs relative to others. Thus employees have no incentive to help col-

leagues (competitors) (Prendergast, 1999: 33-35).  

• Fourth, employees have an incentive to waste time (seen from the firm’s point of 

view) by over socializing with their superiors.   

 

The fear of being fired if not performing secures a minimum of effort by employees, but 

is not sufficient to ensure an acceptable level of performance. The concept of deferred 

compensation points to the fact that employees are paid less than their productivity in the 

beginning of their carrier and more than their productivity later on. The main problem 

with this kind of incentive is that the development of pay is almost automatic and thus the 

link to performance is very weak – there is a certain “price on the chair” so to say. More-

over, using promotion and seniority as incentives becomes difficult as the use of more 
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novel reward practices becomes common. The most productive employees will probably 

choose to work where they are immediately rewarded for their productivity. 

 

This leads to the differences between incentives such as promotion/seniority and more 

novel kinds of economic incentives. Today firms often try to link employee performance 

more directly with pay, either by some output measures or by qualifications. In other 

word, the message is to pay the person, not the job (Hickman, 2000). In the international 

literature the phenomenon is described by concepts like “Managing Through Incentives” 

(McKenzie et al., 1998), “Reward Management” (Armstrong & Murlis, 1998), “Reward-

ing Excellence” (Lawler, 2000) and “Paying for Performance” (Brown & Armstrong, 

1999).  

 

In new reward practices pay is often based on qualifications, competences, interpersonal 

skills etc. (inputs) and not on various output measures (outputs). This is due to problems 

of measurement as regards employee performance. This way of rewarding employees is 

based on the assumed connection between these inputs and performance.  

 

The big question is how to make the link between performance and pay – or rephrased 

how to get the incentives right. As discussed above the traditional way of rewarding em-

ployees was connected to the position in a hierarchical organization. The problems with 

these kinds of reward practices are reinforced by the flattening of hierarchies, which 

makes it imperative that employees can “grow in their job”. One approach is broad band-

ing, which implies that that the number of job categories (bands) are reduced and that pay 

can vary more within each band depending on individual performance (Lawler, 2000: 94; 

Rousseau, 1997: 520).  

 

Typically the level of pay or pay increase is decided by a superior in an annual appraisal 

interview19. This performance appraisal can be based on more or less objective criteria 

                                                 
19 We only use the word pay to describe the rewards obtained by employees, but the total reward can con-
sist of different things and be structured in many ways. The rewards can be money, stocks options and a 
wide variety of benefits. The kind of reward might also influence employee motivation, but here we focus 
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and more or less absolute criteria. In practice these criteria are not either one or the other 

but a mix. However, to discuss pros and cons of these different criteria, we look at four 

ideal types even though these are always mixed in practice. Thus we distinguish between 

objective and subjective criteria and between absolute and relative criteria. This leads to 

four different combinations of criteria for rewarding employee performance (see table 3.2 

below). 

 
Table 3.2: Criteria for individual rewards 

 

 Absolute criteria Relative criteria 

Objective criteria Rule Relative rule 

Subjective criteria Assessment Relative assessment 

Source: Inspired by (Prendergast, 1999) 

 

• Rule (objective-absolute criteria)  
 

Rewarding by a rule means that there are some objective criteria that decide pay. 

These criteria are open to the employer as well as to employees in the firm, so every-

body knows what to comply with. They are absolute in the sense that pay is inde-

pendent of how other employees perform. An example is Safelite Glass Corporation 

where employees are paid by the number of windshields they install (Lazear, 2000).  

 

• Relative rule (objective-relative criteria) 
 

Rewarding by a relative rule means that there are some objective criteria that decide 

pay. These criteria are open to the employer as well as employees in the firm, so eve-

rybody knows what to comply with. They are relative in the sense that pay depends 

on how other employees perform. An example is salespeople, whose rewards depend 

on the sales of their colleagues.  

 
 
 

                                                                                                                                                  
on the criteria for distributing rewards and use the concepts of pay or reward to cover all the above men-
tioned types of rewards. 
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• Assessment (subjective-absolute criteria) 
 

Rewarding by an assessment means that the employer makes an assessment of the 

employee based on subjective criteria. These criteria are more holistic or general than 

objective criteria. They are absolute in the sense that pay is independent of how other 

employees perform – the assessment is based on absolute standards. An example is 

Pharma where employees participate in a pay interview, including an appraisal of per-

formance, which decides the size of their pay raise. The appraisal is absolute because 

it is independent of the appraisals of other employees.     

 

• Relative assessment (subjective-relative criteria) 
 

Rewarding by a relative assessment means that the employer makes an assessment of 

the employee based on subjective criteria. These criteria are more holistic or general 

than objective criteria. They are relative in the sense that pay depends on how other 

employees perform. An example is IT where employees are rated by their superior 

every year. The rating is relative because a certain number of ratings are to be placed 

in each of the four categories.     

  

3.4.1 Problems 

 

All the above mentioned combinations of criteria of rewarding employees have advan-

tages and disadvantages, and what kind of criteria to use depends on the type of job and 

firm. However, it is possible to say something in general about the dimensions objective-

subjective and absolute-relative in the light of economic theory.  

 

The main incentive problem with the use of objective criteria is that of multitasking. 

Since it is impossible to specify all relevant aspects of employee behaviour a reward sys-

tem based on objective criteria can create dysfunctional behavioural responses because 

employees allocate all their effort to those aspects of performance that are rewarded 

(Prendergast, 1999: 8-9).  This is especially a problem in complex job functions where it 
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can be very difficult to specify the preferred behaviour ex ante. Another problem with the 

use of objective criteria is the measurement of performance ex post. Again this depends 

on the type of to what extent it is possible to apply these measures. With the kind jobs 

they have in Safelite Glass Corporation (Lazear, 2000) it is relatively easy to measure 

employee performance because the job complexity is low.  

 

A way to deal with the problems of multitasking and measurement problems in complex 

jobs is to use subjective assessments to determine pay. Hereby you can get a more holis-

tic view on performance. There are at least two general problems with this approach: First, 

it might be difficult for employees to see the link between pay and performance if pay 

depends on a subjective assessment. Since the main idea behind new kinds of reward 

management practices is to make the link between pay and performance more transparent, 

this incentive problem must be dealt with if a firm uses subjective assessments. Second, 

dysfunctional or unproductive behaviour might also be the result of subjective assess-

ments. Contrary to the way the objective criteria are “gamed” by allocation of effort to 

the job functions that are rewarded – subjective criteria are “gamed” by allocation of ef-

fort towards the persons who are rewarding. In other words employees might have an 

incentive to “waste valuable resources (work time, for example) currying favour with 

their bosses” (Prendergast, 1999: 9). 

 

Prendergast (1999: 9) also points to other problems by subjective assessments. These are 

what she calls “leniency bias” where supervisors are reluctant to give bad ratings to em-

ployees and “centrality bias where supervisors compress ratings around some norm. What 

she does not point to is that this is only a problem when the subjective assessment is 

based on absolute criteria. If the assessment is made relative so that the number of em-

ployees in each rating category is decided in advance, then the person rewarding has to 

give (relatively) bad ratings and to disperse the ratings to some extent. This, however, 

does not solve the problems transparency and the incentive to over socialize with superi-

ors.   
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The use of relative criteria is not unproblematic, however. The main problem is that since 

the rule or assessment, which to some degree decides pay, depends on the performance of 

colleagues the inclination to help each other or to co-operate is not very high – like in the 

case of promotion tournaments. Moreover, if outputs are rewarded relative to the per-

formance of colleagues this might stimulate co-operation among colleagues, but in a way 

that are detrimental to the firm. When rewards depend on performance of other employ-

ees, rewards are the same if everybody lowers their performance. This is not only the case 

with relative criteria. The Hawthorne Experiments discovered a norm of “restriction of 

output” among the workers in The Bank Wiring Observation Room who were paid by 

absolute criteria. The reason behind this norm was the fear that their employers would 

change the piece-rate if productivity became too high (Scheuer, 2000: 77-89). This kind 

of behaviour is influenced by social normative motives even though behaviour might be 

economically rational on the collective level. 

 

Table 2 above shows the problems associated with different criteria for rewarding em-

ployees. It is made to summarize the discussion in this section and is not claimed to be 

exhaustive. More traditional kinds of incentives such as promotion and seniority could be 

added. Promotion could be treated like a relative assessment with a possible “death end”. 

The problem with seniority is none of the above, but the weak or lacking incentive be-

cause of the automatic pay increases.  

 
Table 3.3: Problems with different types of criteria for novel individual rewards 
 
 Multitasking Lack of  

Transparency 
Apple  
polishing 

Lack of  
Co-operation 

Leniency/ 
Centrality bias 

Rule x     
Relative rule x   x  
Assessment  x x  x 
Relative assessment  x x x  
Source: Inspired by  (Prendergast, 1999) 
 

A knowledge-intensive firm is characterized by a large proportion of its employees being 

knowledge-workers. These will typically have a university or equivalent education. 

Moreover the work is of an intellectual nature and the tasks are often complex and am-

biguous. So we are dealing with a kind of employees that operates differently than em-
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ployees in more traditional firms. Some types of knowledge workers such as lawyers and 

accountants have existed for many decades, but an increasingly large group of knowledge 

workers occupy positions in different firms. 

 

Generally knowledge workers enjoy a great deal of autonomy, which is due to the type of 

work they perform that cannot easily be prescribed. Moreover, as well-educated experts 

in their field they expect to have some autonomy in their work. Therefore traditional 

forms of control are not likely to be effective and management needs to find alternative 

ways of ensuring that the knowledge worker works for the benefit of the firm (Newell et 

al., 2002). This is one reason why there is an increased tendency to base pay and pay 

raises on qualifications, competences and performance instead of basing it on of position 

and seniority (Kessler, 2000).  
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4. Methodological Issues 
 

This chapter include methodological considerations, method of data collection, opera-

tionalization, method of data analysis, and a description of the two case firms. We start 

by a discussion of the relationship between quantitative and qualitative research, which 

situates this dissertation within a realist paradigm. We move on to a discussion of the 

case study design. The primary method is the survey method, and thus we look at the dif-

ferent stages from data collection to data analysis. Finally, we describe the qualitative in-

terviews and discuss the characteristics of the two case firms.  

 

 

4.1 Qualitative and Quantitative Research 

 

In his book, “On Sociology”, John Goldthorpe discusses the role of ethnography in soci-

ology today (Goldthorpe, 2000). He distinguishes between what he calls ethnographic 

research and survey research (qualitative research and quantitative research). According 

to Goldthorpe the main problem in much ethnographic research is that it does not follow 

what he calls a common “logic of inference”:  

 

“The application of this logic presupposes that a world exists independently of our 

ideas about it, and that, in engaging in scientific enquiry, we aim to obtain infor-

mation, or data, about this world that we can then take as a basis for inferences 

that extend beyond the data to hand, whether in a descriptive or explanatory 

mode” (Goldthorpe, 2000: 67).  

 

This approach does not guarantee any certain knowledge, but it provides the grounds on 

which the conclusions can be subject to rational criticism. He argues that ethnographic 

research has a place within the social sciences in combination with survey research. Both 

methods have their strengths and weaknesses so combining them in the right way might 

prove very fruitful. Generally ethnographic research suffers from what Goldthorpe calls 
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problems of variation within and across locales (cases) and survey research suffers from 

problems of context.  

 

The problems of variation within locales have to do with the principles of selection that 

guide the observation and conversations in the ethnographic study when total coverage is 

impossible. In ethnographies the selection of for example interviewees is of based on 

quite subjective criteria or emerging theory (theoretical sampling), which does not ensure 

representativeness. Some kind of probabilistic sampling as we know it from survey re-

search is therefore needed – not because it is a guarantee of representativeness:  

 

“…but rather because the processes through which results, of what ever quality, 

are produced are thus made transparent and shortcomings from ideal require-

ments, which are in some degree inevitable, are fully exposed” (Goldthorpe, 2000: 

79).   

 

The problems of variation across locales have to do with the possibility of abstracting 

some general knowledge from the researched cases. Because of limited resources it is of-

ten not possible to cover more than a few cases, each of which will show some features 

common for many cases but also some variation. The problem when it comes to general-

izing is to tell which features are common and which features are special for this specific 

case. This should be thought of as a continuum with different features showing a varying 

degree of variation from a given common or average. Again the argument is not that this 

discussion of representativeness leads to certain knowledge, but that it can make selection 

of cases more transparent and thus open for rational criticism.  

 

The question could be raised if generalization is at all important when conducting case 

studies, and if it is not another kind of generalization e.g. theoretical (De Vaus, 2001: 263) 

or analytic (Yin, 2003: 10). Regarding the relevance of generalization in case studies 

Goldthorpe argues that it is a perfectly defensible position to have an entirely idiographic 

intent for research, but then ethnography is not very relevant for sociology, and cases are 

normally understood as “cases of something” (Goldthorpe, 2000: 80). Bent Flyvbjerg ar-
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gues that the strategic selection of “critical cases” makes it is possible to generalize the 

results. The idea of a critical case is to choose extremes that make it possible to state that: 

“If this is (not) valid for this case, then it applies to all (no) cases” (Flyvbjerg, 2006: 230). 

Flyvbjerg’s main example of a critical case is Galileo’s rejection of Aristotle’s law of 

gravity by the strategic choice of metal and feather. By choosing such extremes Galileo 

did not have to make experiments with many different materials in order to generalize his 

finding that mass does not influence acceleration in free fall. However, finding critical 

cases in the social sciences is difficult if not impossible. Flyvbjerg states that:  

 

“Atypical or extreme cases often reveal more information because they activate 

more actors and more basic mechanisms in the situation studied”.  

 

However, in order to be able to tell the distinguishing features of a case, we need knowl-

edge about the typical case. There are large numbers of probably relevant variables to 

consider, finding the “critical case” is difficult, because according to which variables or 

dimensions should this be decided. When you have chosen some selection criteria rele-

vant for the research you might find that it is impossible to get the information necessary 

to select the right the cases. In other words, you can only stratify the population by some 

very crude measures such as size, industry and geography, which may be of no relevance 

to the research question, and with only a few cases it is not possible to satisfy any quanti-

tative demands regarding the selection procedure. Getting the relevant information ex 

ante would almost count as a research project in itself.  

 

The problems of context in survey research mainly have to do with the ability to explain 

the causal mechanisms or generative processes underlying statistical relations among 

variables. Here ethnographic research has a key role to play because it is based on in 

depth enquiry in (almost) observer independent situations, which can enable the re-

searcher to actually observe or “uncover” if and how hypothesized regularities come 

about. Assuming that the problems of variation within and across locales are solved ade-

quately ethnographic research could complement survey research “…through the testing 

of accounts of generative social processes…” (Goldthorpe, 2000: 88). 
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4.2 Case Study Design 

 

The methodological approach to the study of reward and motivation in knowledge inten-

sive firms is that of the case study. There are different views in the literature regarding 

the meaning of a “case study”. For some it is synonymous with qualitative method or a 

special method in opposition to the “positivist” tradition, for others it is an approach that 

can involve as well qualitative as quantitative methods in order to deepen the understand-

ing of a complex phenomena (Gomm, Hammersley, & Foster, 2000). According to Yin: 

 

 “…case studies can be based on any mix of quantitative and qualitative evidence. 

In addition, case studies need not always include direct, detailed observations as a 

source of evidence” (Yin, 2003: 15).  

 

The case study approach was chosen because it is a good setting for combining different 

methods. When the case is an organization – people in an organization – it is possible to 

ask the same employees in a structured way (survey) and in a less structured way (semi-

structured interview) about their attitudes towards different aspects of rewards and moti-

vation. The questionnaire can be designed to fit the specific conditions in the firms, 

which makes the answers more reliable. The collected data are context dependent, which 

makes it more feasible to look into the causal mechanisms underlying statistical relations, 

than if a general survey covering the whole labour market (private sector) was conducted. 

The findings in the survey can be interpreted in relation to a known context and be sup-

plemented by the more qualitative data. Information of the different reward practices as 

well as other relevant information can be obtained from administrative documents and 

qualitative interviews.   

 

The advantage of doing a general survey is the improved possibility of generalizing the 

results of the analyses – the problem of across case generalization. Since the aim of the 

dissertation is to be able to say something in general about employee motivation in 
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knowledge-intensive firms, the multiple-case design has been chosen. Even-though the 

study consists of only two cases, this increases the external generalizability of the find-

ings immensely compared to the single-case design, provided that they show similar re-

sults (Yin, 2003: 53).  

 

The analyses of rewards and motivation are based primarily on the quantitative data, 

which makes this a rather unusual case study. A secondary empirical source is qualitative 

interviews with employees in the two firms. These interviews are intended to provide a 

first hand knowledge of their attitudes towards the reward practices in the firm and in-

formation about more factual conditions. By conducting surveys within the context of a 

case combined with qualitative interviews, it is sought to overcome problems of within 

case variation and problems of context as discussed by Goldthorpe  

 

The two cases chosen as the object of study – a pharmaceutical firm and an IT-firm20 – 

can both be characterized as knowledge intensive, high tech firms (R&D firms). They 

both have around 600 employees, and are located in Denmark. More than half of the em-

ployees have a medium-cycled or long-cycled higher education. The reason for choosing 

firms within two different industries is the ambition of generalizing the findings to more 

than one industry. The problem of generalizing the findings to knowledge intensive firms 

in general is the huge number of variables, which cannot be held constant. As discussed 

above it is almost impossible to select critical cases, because we need to have information 

which is only available ex post. This is a variant of the paradox of information (Douma & 

Schreuder, 1998)21: in order to select a critical case, we need to have information about it, 

which is only revealed after selecting the case. Contrary to the paradox of information in 

economic transactions, the value of information regarding the cases is not destroyed when 

revealed. By describing characteristics of the cases and by including contextual condi-

tions in the analyses, it is possible to say something about the scope of the results. The 

                                                 
20 From now on “Pharma” and “IT”. 
21 “This is the fundamental paradox of information: the value of information can only be revealed to an-
other party by disclosing that information, while such disclosure destroys its value” (Douma & Schreuder, 
1998: 49). 
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challenge is to be aware of the distinguishing features of each case and be able to find out 

the implications for the findings.  

 

4.3 The Surveys 

 

To begin with it is relevant to define what is meant by a survey. According to Catherine 

Marsh (1982: 6):  

 

“A survey refers to an investigation where:  

 

(a) systematic measurements are made over a series of cases yielding a rectangle of 

data; 

(b) the variables in the matrix are analysed to see if they show any patterns; 

(c) the subject matter is social”.  

 

Thus we demand that the data collection is systematic – measuring the same variables for 

each respondent or case. The data can be obtained from questionnaires, from observations, 

coding of interviews etc. There must be more than one case and the variation between 

cases must be analysed systematically. Based on theoretically derived hypotheses of 

causal effects between X and Y, the aim is to draw inferences from covariations between 

these variables. It is impossible, though, to rule out the possibility that the covariance is 

caused by a variable prior to X and Y affecting both variables. In order to minimize the 

risk of spurious effects, relevant control variables can be included in the analyses. This is 

an indirect way of inferring causality between variables, and it can still be argued that 

“[the researcher]…has not definitely established a causal relationship” (Marsh, 1982: 7).  
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4.3.1 Data collection 

 

As mentioned above survey data can be collected in several ways. In this dissertation a 

web based questionnaire has been chosen. The procedure was as follows: first, a full list 

of employee email-addresses were obtained from the two firms. Second, an email briefly 

introducing the study, including a personal password and a link to the relevant web page, 

were sent to the employees. On the web page they had to use their password to get access 

to the questionnaire, ensuring anonymity for the respondent and ensuring that nobody an-

swered more than once.     

 

Using the internet for data collection is a rather new approach; the traditional ways of col-

lecting data for surveys are face-to-face interviews, telephone interviews, and postal 

questionnaires. Each of these methods has strengths and weaknesses, and which is the 

best somewhat depends on the specific circumstances of the study. Table 4.1 shows some 

general characteristics of the four methods.   

 
Table 4.1: Different methods of data collection 
 
 Face-to-face  

interviews 
Telephone  
interviews 

Postal  
questionnaires 

Web based  
questionnaires 

Non-responses Few Few Many Intermediate     
Partial non-responses Few Few Many Many 
Non-response bias Low Intermediate High High 
Control of the answers High Intermediate Low Low 
Interviewer effect Yes Yes No No 
Costs  High Intermediate Low Low 
Source: Adapted from (Hansen & Andersen, 2000: 99). Own translation. Last column: own creation.  

 

Research shows that on average face-to-face interviews and telephone interview have the 

highest response rate. In the meta-analysis by Hox and de Leeuw (1994) surveys using 

face-to-face interviews achieved a response rate of 70.3% on average, surveys using tele-

phone interviews achieved 67.2%, and the postal surveys achieved 61.3%. We do not 

have similar research regarding web based surveys, but the response rate for this type of 

data collection is likely to depend very much on the situation. A necessary condition for 

doing web based surveys is that the population has access to the internet. In the two case 

firms all employees have access to a computer connected to the internet, and most of 
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them work regularly from their PC. These features of the population make it obvious to 

choose the web based survey:  

 

“We can anticipate that web based surveys will yield good response rates when 

used in particular contexts – for example, in surveying members of a company in 

which all staff are networked” (De Vaus, 2002: 127).  

 

In reality the choice of data collection method was that between postal questionnaires and 

web based questionnaires. Conducting face-to-face interviews or telephone interviews 

would either be very costly (time consuming) or make it impossible to include all em-

ployees in the survey. Comparing postal questionnaires with web based questionnaires 

there are several advantages that point to choosing the latter in this study: a presumably 

higher response rate, easier access to administer the data collection including communi-

cation with respondents, and no need to type in the responses. Assuming a reasonable re-

sponse rate, there are two potential problems left compared with the face-to-face inter-

view: non-response bias and control of the answers. Non-response bias has found to be 

higher when the potential respondents have to complete the questionnaire themselves, 

because familiarity with questionnaires is conditioned by social and educational status 

(Hansen et al., 2000: 100). This is the experience with postal questionnaires and it most 

likely counts for web based questionnaires as well. However, this problem is limited be-

cause of the high level of education among the respondents.  

 

Sitting face-to-face with the respondent gives you a better control of the answers and thus 

more reliable answers. Normally when face-to-face interviews are used in surveys this is 

done by a team of trained interviewers, and not by a single person, which makes different 

interpretations likely to happen anyway, but presumably to a lower degree. On the other 

hand, sometimes “social desirable” and less honest answers might be more likely when 

sitting face-to-face with another person, which is one aspect of the interviewer effect in-

cluded in table 4.1.  
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The population of the study consists of all employees in IT and Pharma excluding top 

management (1166 people). Since it is possible and preferable to make a total count in-

stead of sampling, the whole population is asked to participate. Thus methods for obtain-

ing a sample and of its representativeness are not an issue. However, non-responses can 

still cause problems for representativeness. Two main problems can be created by non-

responses: an unacceptably low response rate and bias (De Vaus, 2002: 84). In order to 

deal with the first problem it is important to have procedures for reminding the potential 

respondents to participate. The second problem is harder to deal with, because it is im-

possible to tell whether responders are different than non-responders. The fact that they 

are non-responders already makes them different. It is crucial to avoid non-response bias 

in order to make reliable generalizations. Research has shown that responders are often 

different than non-responders in respect to education, age, gender etc. This is not a prob-

lem in itself, but only to the extent that the group of non-responders would have answered 

systematically differently than those who responded. The more you know about the popu-

lation or the sample, the better you are able to validate the representativeness of the re-

sponders.   

 

4.3.2 Response rate and non-response bias 

 

All employees apart from top management are included in the firm surveys. The response 

rate in Pharma were 366/596 = 61.4%, in IT it was 369/570 = 64.7%. Thus the total re-

sponse rate was 735/1166 = 63.0%. This is a reasonable response rate making it possible 

to make statistical inferences, but not only the response rate is important for the reliability 

of the study, also the degree of non-response bias must be taken into consideration. Non-

response bias is difficult to test for, but it is normally done by comparing characteristics 

of the respondents with characteristics of the sample or of the population. Since we have 

asked the whole population (employees in the two firms), we compare the respondents 

with the population on the few characteristics available. The results of the comparison 

between the population and the respondents are shown in table 4.2 below: 
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Table 4.2: Population and respondents in Pharma and IT by gender and age. Percentage.  
 
 Pharma IT 
 Population  Respondents Population Respondents 
Gender     
Women 58 66 26 30 
Men 42 34 74 70 
Total 100 100 100 100 
Age     
    -35 years 19 24   
36-45 years 42 40   
46-55 years 29 28   
56-     years 10 8   
Total 100 100   
N 596 366 570 369 
 

 
We only have very limited information about characteristics of the population. Compar-

ing the number of men and women and the age-distribution in the population with the 

same characteristics of the respondents gives a picture of how representative the study is 

regarding gender (IT and Pharma) and age (Pharma). The table shows that women are a 

little over represented in the study – 58% of the population are women and 66% of the 

respondents are women in Pharma. The same counts for IT where 26% of the population 

are women and 30% of the respondents are women. Moreover, younger employees (un-

der 36 years) have responded a little more than their older colleagues in Pharma.     

 

Since we have asked the whole population, and because reliability on these factual ques-

tions is high, the above differences are statistically significant. However, the differences 

are rather small, so unless age and gender are found to be very important for employee 

motivation, this does not cause problems for the analyses. This is not to say that we have 

excluded the presence of non-response bias, because as is often the case, our knowledge 

of non-responders is limited. The facts that the population is comparatively homogenous 

and that around to thirds of the entire population have responded make it unlikely that 

non-response bias should cause any serious problems to the representativeness of the 

analyses22.       

         

                                                 
22 In the terminology of Goldthorpe, this is the problem variation within locales. 
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4.3.3 Constructing the questionnaire 

 

The items in the questionnaire are inspired by the theories of employee motivation. Thus 

the general content was clear already before getting in contact with the firms. The process 

of designing the questionnaire, though, included discussions with HR-representatives 

from the two firms. This regarded the wording of some of the questions to fit with firm 

specific circumstances and thus the questionnaires are slightly different in Pharma and IT. 

One example: in Pharma they have pay interviews as well as appraisal interviews, 

whereas these are combined in IT. Another example: In IT there are no collective agree-

ments and hence this item is only included in the questionnaire in Pharma. Since the 

questionnaires are almost the same they are treated as one in the following.        

 

The questionnaire includes independent background variables (demographic variables) 

primarily to control for spurious statistical correlations between the core variables. Table 

4.3 gives an overview of the background variables included.  

 
Table 4.3: Background variables and response alternatives 
 
Background vari-
ables 

Response alternatives 

Gender male, female 
Age -25 years, 26-35 years, 36-45 years, 46-55 years, 56- years 
Position production, administration, technician, consultant, sales & marketing, research & 

development, other  
Condition of em-
ployment 

individual contract, collective agreement (engineers, pharmacists, pharmaconomists, 
HK23, 3F24) 

Supervisory respon-
sibilities 

yes, no 

Vocational educa-
tion 

technical education, short-cycled higher education (-3 years), medium-cycled higher 
education (3-4 years), long cycled higher education (5 years-), other  

Seniority -1 year, 2 years, 3 years, 4-5 years, 6-10 years, 11- years 
Appraisal interview yes, no 
Formal working time Hours each week 
 

Selecting the right response format is very important in a survey. In general we distin-

guish between open and closed formats (De Vaus, 2002: 99). The open formatted ques-

tions are time consuming to answer and difficult to analyse, so this format is not used. 

                                                 
23 Clerical workers, laboratory technicians, and stores-clerks.  
24 Unskilled workers 
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For some questions such as gender the response alternatives are obvious, but for most 

questions different alternatives can be chosen. Sometimes the type of response format has 

implications for the level of measurement of a variable, which influences the choice of 

statistical method. As we see in table 4.3, for “age” and “seniority” answers are placed in 

groups, whereas “pay” and “formal working time” require a precise numeric answer. This 

means that the first two variables are ordinal variables, while the last two variables are 

interval variables allowing for a wider range of statistical methods. The reason why they 

are not all created to be interval variables is due to anonymity concerns, which could 

have lead to missing data for these variables, had they required a precise numeric answer.  

 

The variable education is used in the analyses to differentiate between knowledge work-

ers and other employee. As discussed in chapter 3.1 knowledge workers are defined as 

employees with a long formal education (5 years or more). Thus all other education cate-

gories are combined, so we have a category including employees with 4 years or less edu-

cation and a category of employees with 5 year or more education.     
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The more subjective (attitudinal) independent variables are used to answer the research 

question and to test hypotheses. There are eight such independent variables, which are 

shown in table 4.4 below. 

 
Table 4.4: Independent variables and response alternatives 
 
Attitudinal questions Answers 
Distributive fairness  
Satisfaction with pay Very satisfied, satisfied, neither satisfied nor dissatis-

fied, dissatisfied, very dissatisfied 
Satisfaction with latest pay adjustment Very satisfied, satisfied, neither satisfied nor dissatis-

fied, dissatisfied, very dissatisfied 
Fairness of pay comparison Very fair, fair, unfair, very unfair 
Procedural fairness  
Satisfaction with general pay policies Very satisfied, satisfied, neither satisfied nor dissatis-

fied, dissatisfied, very dissatisfied 
Satisfaction with communication of pay policies Very satisfied, satisfied, neither satisfied nor dissatis-

fied, dissatisfied, very dissatisfied 
Satisfaction with involvement in the process re-
garding latest pay adjustment 

Very satisfied, satisfied, neither satisfied nor dissatis-
fied, dissatisfied, very dissatisfied 

Effort-performance-outcome  
Connection between effort and performance To a great extent, to a certain extent, to a low extent, 

not at all 
Connection between performance and pay To a great extent, to a certain extent, to a low extent, 

not at all 
Job security  
Satisfaction with job security Very satisfied, satisfied, neither satisfied nor dissatis-

fied, dissatisfied, very dissatisfied 
Career opportunities  
Satisfaction with career opportunities Very satisfied, satisfied, neither satisfied nor dissatis-

fied, dissatisfied, very dissatisfied 
External control  
Perceived control of pay interview  To a great extent, to a certain extent, to a low extent, 

not at all 
Variety in work  
Variety in daily work tasks and work functions To a great extent, to a certain extent, to a low extent, 

not at all 
Pay  
Total monthly pay kroner each month 
 

 

The variables distributive fairness and procedural fairness come from theories of fairness. 

In this dissertation distributive fairness and procedural fairness regard the issue of pay.  

 

The construct of distributive fairness includes three items: satisfaction with pay, satisfac-

tion with latest pay adjustment, and fairness of pay comparison. The first two items have 

five response categories: “very dissatisfied”, “dissatisfied”, “neither satisfied nor dissatis-

fied”, “satisfied”, and “very satisfied”. The responses are scored from 0 (“very dissatis-
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fied”) to 4 (“very satisfied”). In order to be able to use data from respondents who have 

answered “don’t know” on some questions, this response is scored as the neutral category. 

The question on fairness of pay comparison has four response categories: “very unfair”, 

“unfair”, “fair”, and “very unfair”. These responses are also scored from 0 to 4, but since 

there is no neutral category, only the answer “don’t know” is scored 2. The score on each 

of the three questions is added and the scale score varies between 0 and 12.  

 

Procedural fairness is measured by three items: satisfaction with general pay policies, sat-

isfaction with communication of pay policies, and satisfaction with involvement in the 

process regarding the latest pay adjustment. All three items have five response categories 

and are scored from 0 to 4 as explained above, and the scale score varies between 0 and 

12.    

 

The variable that comes from expectancy theory, Effort-performance-outcome, is opera-

tionalized by two questions: “To what extent is it possible for you to affect your perform-

ance by means of an extra effort?” and “To what extent is it possible for you to affect the 

development of your pay by means of improved performance”. The response categories 

are: to a great extent, to a certain extent, to a low extent, not at all (see table 4.5 below).   

 
Table 4.5: The operationalization of expectancy theory 
 
Theoretical association  Operationalization Answers 

 
Effort→Performance To what extent is it possible for 

you to affect your performance by 
means of an extra effort? 

3 = “To a great extent” 
2 = “To a certain extent” 
1 = “To a low extent”  
0 = “Not at all” 
 

Performance→Outcome To what extent is it possible for 
you to affect the development of 
your pay by means of improved 
performance? 

3 = “To a great extent” 
2 = “To a certain extent” 
1 = “To a low extent”  
0 = “Not at all” 

Effort→Performance→Outcome (Effort→Performance) * (Perform-
ance→Outcome)  

9, 6, 4, 3, 2, 1, 0 

 

 

The responses on the two items are scored 3, 2, 1, 0, and multiplied and thus the scale 

score of effort-performance-outcome can be 9, 6, 4, 3, 2, 1, and 0. The scores are multi-

plied because they are to be thought of as probabilities. This means that a score of zero in 
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one of the questions cause the scale score to be zero. The response that scores zero is “not 

at all”. The question is whether it makes sense that a zero-score in one of the questions 

leads to a total score of zero. The argument is that if the perceived probability of affecting 

performance by means of an extra effort is zero, then it does not matter if there is a good 

chance that better performance leads to increased pay. On the other hand, if the perceived 

probability of increased pay by means of improved performance is zero, then it is of no 

use that you have the ability to improve performance. Theoretically the variables are as-

sumed to be connected in a way that makes it reasonable to operationalize effort-

performance-outcome in such a way that a zero-score in one of the two questions leads to 

a total score of zero.  

 

The last five independent variables consist of only one item each. Satisfaction with job 

security and career opportunities are used to measure these traditionally important aspects 

of the employment relationship. External control is an operationalization of perceived 

control as discussed by crowding theory. Variety in work is an operationalization of the 

work content – a motivator as discussed e.g. by Herzberg. And finally the variable pay 

regards the traditional economic discussion on money and motivation.  

 

In table 4.6 below we see the two dependent variables reflecting the overall concept of 

motivation – affective commitment and job satisfaction. The concepts of affective com-

mitment and job satisfaction and the operationalization of these concepts are further dis-

cussed in chapter 5. The concept of affective commitment operationalized by a series of 

nine questions from the so called “Organizational Commitment Questionnaire (OCQ)” 

(Mowday, Steers, & Porter, 1979). The original OCQ consisted of 15 questions, but in the 

nine-item short form only questions consistent with affective commitment are included 

(See Tsui, Pearce, Porter, & Tripoli, 1997). Responses to each item are measured on a 5-

point scale with the possible answers: Strongly agree, agree, neither agree nor disagree, 

disagree, strongly disagree. Results are then added up and divided by nine to arrive at a 

summary indicator of employee affective commitment. The concept of job satisfaction is 

operationalized by a single item: “All things considered, how satisfied or dissatisfied are 
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you with your present job?” Possible responses range from “very satisfied” (4) to “very 

dissatisfied” (0). 

 
Table 4.6: Dependent variables and response alternatives 
 
Affective commitment  
1. I am willing to put in effort beyond the norm for the 
success of the organization  

Strongly agree, agree, neither agree nor disagree, 
disagree, strongly disagree 

2. This organization inspires the very best in the way 
of job performance 

Strongly agree, agree, neither agree nor disagree, 
disagree, strongly disagree 

3. I talk up this organization to my friends as a great 
place to work for   

Strongly agree, agree, neither agree nor disagree, 
disagree, strongly disagree 

4. I find that my values and the organization’s values 
are very similar 

Strongly agree, agree, neither agree nor disagree, 
disagree, strongly disagree 

5. I am proud to tell others that I am part of this or-
ganization 

Strongly agree, agree, neither agree nor disagree, 
disagree, strongly disagree 

6. I really care about the fate of this organization Strongly agree, agree, neither agree nor disagree, 
disagree, strongly disagree 

7. I am extremely glad to have chosen this organiza-
tion to work for over other organizations 

Strongly agree, agree, neither agree nor disagree, 
disagree, strongly disagree 

8. I would accept almost any type of job to keep work-
ing for this organization 

Strongly agree, agree, neither agree nor disagree, 
disagree, strongly disagree 

9. For me this is the best of all possible organizations 
for which to work 

Strongly agree, agree, neither agree nor disagree, 
disagree, strongly disagree 

Job satisfaction  
All things considered, how satisfied or dissatisfied are 
you with your present job? 

Very satisfied, satisfied, neither satisfied nor dis-
satisfied, dissatisfied, very dissatisfied 

 

 

4.3.4 Data analysis 

In order to analyse the connections between various rewards and employee motivation 

the method of stepwise multiple regression is applied. The two dependent variables affec-

tive commitment and job satisfaction are treated as interval variables. The three inde-

pendent variables procedural fairness, distributive fairness, and effort-performance-

outcome that consist of more than one item is also treated as interval variables and so is 

pay. The remaining four independent variables are treated as categorical variables.  

 

Treating attitudinal variables as interval variables by recoding responses like “very satis-

fied” and “to a great extent” into a specific number is not without problems. An interval 

variable can be defined as  
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“…one in which the categories can be ranked from low to high in some meaning-

ful way. In addition to ordering the categories from low to high it is possible to 

specify the amount of difference between the categories or values” (De Vaus, 

2002: 204).  

 

There are no problems regarding the ordering of categories from low to high – for exam-

ple from “very dissatisfied” to “very satisfied” – but it is more questionable whether the 

amount of difference between the different categories is the same. It is, however, com-

mon practice to convert individual attitudes into numbers when analysing social science 

data despite the inexactness (Procter, 2001: 105-122).  

 

In stepwise multiple regression the independent variables are tested one at a time and the 

variable which contributes most strongly to R-square enters into the model. This proce-

dure is repeated until none of the remaining independent variables contributes to the 

model. If the entry of a new variable at any step makes one or more variables in the 

model insignificant, these variables are removed from the model. This procedure is cho-

sen because the independent attitudinal variables are all hypothesized to correlate with 

the dependent variables, and thus the inclusion of variables is supported by the theory. If 

only some of the independent variables were expected to influence the dependent variable, 

entering the theoretically supported variables first should be considered (Tabachnick & 

Fidell, 2003: 133-138).   

 

We have chosen a significance level of P<0.05 for variables to enter the model. The level 

of significance (p-value) normally denotes how certain we can be that a statistical correla-

tion is not due to random differences between the sample and the population. Since this is 

a total count – the whole population is included – it might be argued that the level of sig-

nificance is not relevant. However, in order to allow for general uncertainty of the data, 

we have chosen a significance level of P<0.05 for variables in the model.  
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In order to interpret the results we look at the unique contribution of each independent 

variable to variance explained (R-square). Using the GLM25-procedure in SAS we use the 

TYPE III sum of squares, which “…gives the sum of squares that would be obtained for 

each variable if it were entered last into the model. That is, the effect of each variable is 

evaluated after all other factors have been accounted for” (Cody & Smith, 1997: 174). In 

other words we look at the explained variance by each variable, while holding constant 

the rest of the variables.    

Five multiple regressions on affective commitment and five on job satisfaction are con-

ducted. Apart from the general regressions on the two dependent variables, we also con-

duct separate regressions by firm and by education (se table 4.7): 

 
Table 4.7: The multiple regressions performed in the dissertation 
 
  Affective commitment Job satisfaction 
General regression  X X 
Separate regressions by firm Pharma  X X 
 IT  X X 
Separate regressions by education 4 years or less X X 
 5 years or more X X 

  

4.4 The Qualitative Interviews 

 

In order to supplement and contextualize the survey data, semi-structured qualitative in-

terviews were conducted. Semi-structured interviews are neither fully structured with 

standardized response categories nor fully open to what the interviewee wants to talk 

about. The interviews are focused on certain themes inspired by the theoretical frame-

work and reworked into an interview guide. All the interviews focused on four overall 

themes:  

 

 

 

 

                                                 
25 General linear model  
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• work content 

• pay and pay procedures 

• the employment relationship 

• characteristics of the firm 

 

Selection of interviewees was random, but the population was stratified regarding posi-

tion in the firm in order to make sure that employees with different kind of work were 

interviewed. The total number of qualitative interviews is 19. In IT four interviews were 

carried out in the beginning of 2005, whereas the rest were carried out in the beginning of 

2006. In Pharma all ten interviews were conducted in the beginning of 2006. Table 4.8 

below include a list of all the interviews and some of the characteristics of the interview-

ees. 

 
Table 4.8: The qualitative interviews. Interviewees by firm, position, supervisory responsi-
bilities, collective agreement, date and duration. 
 
Interviewee Position SR26 CA27 Date Duration 
IT1  Consultant No No 14/2-2005 48 minutes 
IT2  Administration No No 15/2-2005 57 minutes 
IT3  Sales & marketing No No 16/2-2005 26 minutes 
IT4  Administration No No 16/2-2005 42 minutes 
IT5  Administration Yes No 20/2-2006 44 minutes 
IT6  Account manager No No 20/2-2006 46 minutes 
IT7  Consultant No No 20/2-2006 31 minutes 
IT8  Consultant No No   7/3-2006 47 minutes 
IT9  Sales & marketing No No   7/3-2006 51 minutes 
Pharma1  Sales & marketing No No 23/1-2006 44 minutes 
Pharma2 Production No Yes 23/1-2006 48 minutes 
Pharma3 Production Yes Yes 23/1-2006 47 minutes 
Pharma4 Research & development Yes Yes 23/1-2006 64 minutes 
Pharma5  Administration No Yes 24/1-2006 27 minutes 
Pharma6  Research & development No Yes 24/1-2006 59 minutes 
Pharma7  Production No Yes 24/1-2006 37 minutes 
Pharma8  Administration No No 25/1-2006 33 minutes 
Pharma9  Sales & marketing Yes No   7/2-2006 36 minutes 
Pharma10 Administration No Yes   7/2-2006 38 minutes 
 
 

The qualitative interviews have not been transcribed, since they are not being thoroughly 

analysed. The qualitative interviews are a supplement to the analyses based on the multi-

                                                 
26 Supervisory responsibilities 
27 Collective agreement 
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ple regressions of the survey data. The interviews were recorded and after listening to the 

tapes a summary of the most important information was made.   

     

4.5 Case Descriptions 

 

The empirical data are obtained from two cases – an IT-firm (IT) and a pharmaceutical 

firm (Pharma). These firms are chosen because they can be defined as knowledge inten-

sive firms (KIFs). Firms from two different industries have been chosen because of the 

objective to generalize the findings to more than one specific industry. In order to look 

for possible differences in motivation caused by firm specific circumstances separate re-

gressions by firm are conducted. Not all workers in the two KIFs can be regarded as 

knowledge workers. Consequently separate regressions by education are conducted in 

order to see whether different incentives are of importance for knowledge-workers and 

non knowledge-workers, respectively.   

 

In the description of the two firms we include a survey covering the entire private sector. 

The survey – here called “Work and autonomy-survey” – is conducted by Steen Scheuer 

and includes a random sample of 1706 private sector employees (response rate: 84%)28.  

Data from this survey are used to compare with data from the firm surveys in order to get 

a picture the differences and similarities between the case firms and Danish private sector 

firms in general.  

 

4.5.1 Pharma 

 

Pharma has around 600 employees in Denmark and is located in the area of greater Co-

penhagen. The firm develops its own pharmaceutical products and helps develop and 

market products of other firms through licensing agreements. The economic situation of 

                                                 
28 Some of the data are analysed in Scheuer, S. 2006. Årsbonus som incitamentløn - Bedre indsats eller 
større splittelse? Ledelse & Erhversøkonomi, 70(2): 100-111. 
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the firm is very good. Table 4.9 shows some characteristics of employees in Pharma and 

the same characteristics for employees in the private sector in general. 

 
Table 4.9: Employees in Pharma and the private sector by condition of employment, gender, working 
time, age, seniority, vocational education, and monthly pay. Percentage.     
 
 Pharma Private sector 
Condition of employment   
Individual contract 29 38 
Collective agreement  71 62 
Engineers 4  
Pharmacists 19  
Pharmaconomists 14  
HK 29  
3F 4  
Gender   
Women 66 38 
Men 34 62 
Working time   
Full time  85 86 
Part time 15 14 
Age   
    -25 years 2 8 
26-35 years 22 30 
36-45 years 40 30 
46-55 years 28 23 
56-     years 8 9 
Seniority   
  -1   year  11 20 
   2   years 8 10 
   3   years 13 9 
4-5   years 19 13 
6-10 years 14 20 
11-   years 35 29 
Vocational education   
None 7 20 
Technical education 16 54 
Short-cycled higher education 16 7 
Medium-cycled higher education 24 11 
Long-cycled higher education 37 8 
Monthly pay   
          -29999 35 73 
30000-39999 32 16 
40000-49999 19 6 
50000-59999 8 2 
60000- 6 2 
N 366 1706 
Sources: Firm surveys, 2004; Work and autonomy-survey, 2002  
 

In table 4.9 we see that 71% of the employees in Pharma are covered by a collective 

agreement, which is a little more than the average for all private sector employees. The 

HK-members make up the largest group in Pharma, followed by the industry specific 

groups of pharmacists and pharmaconomists. There are also a few engineers and some 
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unskilled worker. Around three third of the HK-members/pharmacists and almost all 

pharmaconomists are women and thus we see that 66 % of employees in Pharma are 

women, which is a high percentage compared to the private sector in general29. Compar-

ing the age distribution in Pharma with that of the private sector, we see that there are few 

employees below 36 years, but many in the interval between 36 and 55 years. Pharma has 

a lot of employees with a high seniority – 35% has been in the firm for more than 10 

years.  

 

On the last two characteristics vocational education and pay, employees in Pharma are 

very different from the average private sector employee. Since the firm is chosen as the 

object of study because it is knowledge intensive, it comes as no surprise that employees 

are very well educated. More than one third (37%) has a long-cycled higher education 

(defined as knowledge workers) compared to 8% in the private sector, and only 7% has 

no vocational education compared to 20% in the private sector. This of course influences 

the wages that are much higher in Pharma than in the rest of the private sector. Only 

around one third of the employees in Pharma earn less than 30000 kroner per month, 

whereas almost three out of four employees in the private sector earn less than this 

amount. Moreover, one third of the employees in Pharma earn 40000 kroner or more, 

whereas this only counts for one tenth of employees in the private sector. As we see from 

table 4.10 below employees in Pharma are less dissatisfied with their pay. There are only 

10% of the employees in Pharma, who are dissatisfied or very dissatisfied with their pay 

compared to 29% in general. The table also shows that almost all employees in Pharma 

have participated in an appraisal interview during the last year, whereas this is only the 

case for 64% of employees in the private sector. There is the same pattern regarding pay 

interviews, which indicates that it is quite an institutionalised practice in Pharma. It also 

seems to be common practice not to talk about pay – 70% respond that there is a high de-

gree of confidentiality in the firm regarding pay and very few know what their colleagues 

earn.    

 

                                                 
29 The analysis of non-response bias shows that the actual percentage of women in Pharma is around 60%, 
but this is still a relatively high number.  
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Table 4.10: Employees in Pharma and the private sector by satisfaction with pay, appraisal interview, 
pay interview, pay openness, and knowledge about pay of colleagues. Percentage.  
 
 Pharma Private sector 
Satisfaction with pay   
Very satisfied 7 8 
Satisfied 55 52 
Neither… 28 12 
Dissatisfied 9 25 
Very dissatisfied 1 4 
Appraisal interview   
Yes 92 64 
No 8 36 
Pay interview   
Yes 84 53 
No 16 47 
Pay openness   
High confidentiality 70 39 
Some confidentiality 24 16 
Some openness 6 14 
High openness 0 32 
Knowledge about pay of colleagues   
Know exactly 3 35 
Know more or less 24 37 
Do not know 72 28 
N 366 1706 
Sources: Firm surveys, 2004 and Work and autonomy-survey, 2002. 
 

Including the qualitative interviews with employees and information from administrative 

documents it is possible to give a more detailed representation of Pharma.  

 

Pay and pay raises are structured in various ways in Pharma. In general we can distin-

guish between employees with a collective agreement and employees with an individual 

contract. Employees with an individual contract are appraised by their direct superior and 

placed in one of five categories, which decide the size of the pay raise. The three middle 

categories are the norm and a placement in the highest category must be substantiated in 

writing, whereas a placement in the lowest category results in another interview possibly 

involving HR. The demand for a written explanation before giving big raises has reduced 

the number of employees in that group. Before the distribution of pay raises was strongly 

skewed to the left, whereas now it has become almost normally distributed. The appraisal 

is still absolute in the sense that there is no fixed number of employees to be placed in 

each of the categories. Apart from the annual appraisal a few employees – primarily in 

sales & marketing – have a kind of variable pay depending on sales or similar measures.   
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When it comes to employees with a collective agreement the differentiation of pay and 

pay raises is generally lower. The objective of management is to expand the above system 

to include all employees, but the unions are very reserved towards increased differentia-

tion. Thus pay raises are not systematically related to an annual appraisal as was the case 

for employees with an individual contract. However, there is a small sum of money 

which is distributed twice a year based on absence, functions performed, and qualifica-

tions.                   

 

The general expression when talking to employees in Pharma is that it is a pleasant place 

to work, because of the relaxed atmosphere among employees. Moreover, the firm cares 

about the well-being of its employees and provides good working conditions, flexibility 

and career opportunities.  

 

”There is a great job security in Pharma. They have a culture where they try to 

help employees” (Pharma3).  

 

The firm has expanded quite fast in recent years, but is still rather non-hierarchical and in 

many ways it has the culture of a small family as one expresses it, and another calls it a 

“farmer culture”, and this meant positively. On the other hand some employees call for 

more standards and procedures in order to keep up performance as the firm grows. 

 

“The infrastructure in the firm has not kept up with the expansions” (Pharma8).   

 

The caring culture can also go too far in some instances. Several interviewees mention 

that employees, who creates problems or who are not performing, are not always taken 

care of – there is some tendency to avoid conflicts. 

 

“It means something to me that people make a reasonable effort…suddenly the 

flexibility and freedom can be taken away from the rest of us if someone is al-

lowed too much freedom” (Pharma6).  
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All the interviewees, also those who express some criticism, generally have a very posi-

tive attitude towards the firm.   

4.5.2 IT 

 

IT has around 600 employees in Denmark and is also located in the greater area of Co-

penhagen. The firm delivers IT-technology to consumers as well as to public and private 

institutions. In table 4.11 we see some characteristics of employees in IT compared to 

those of private sector employees in general.  
 

Table 4.11: Employees in IT and the private sector by condition of employment, gender, working time, 
age, seniority, vocational education, and monthly pay. Percentage.     
 
 IT Private sector 
Condition of employment   
Individual contract 100 38 
Collective agreement    0 62 
Gender   
Women 30 38 
Men 70 62 
Working time   
Full time  95 86 
Part time   5 14 
Age   
    -25 years   2   8 
26-35 years 31 30 
36-45 years 41 30 
46-55 years 24 23 
56-     years   3   9 
Seniority   
  -1   year    5 20 
   2   years   4 10 
   3   years   5   9 
4-5   years 24 13 
6-10 years 35 20 
11-   years 27 29 
Vocational education   
None   6 20 
Technical education 24 54 
Short-cycled education 20   7 
Medium-cycled education 24 11 
Long-cycled education 27   8 
Monthly pay   
          -29999 24 73 
30000-39999 31 16 
40000-49999 24   6 
50000-59999 12   2 
60000- 10   2 
N 369 1706 
Sources: Work motivation, 2004 and Scheuer, 2002. 
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There are no collective agreements in IT. All employees are hired on individual contracts. 

In this respect the firm differs from Pharma and the private sector in general. There is a 

majority of men working in IT and very few employees are working part time. The age-

structure is rather compressed – few employees below 26 years and above 55 years. 

There has been a freeze on appointments the last couple of years, which explain the small 

number of employees with a low seniority. The educational level in IT is very high – 27% 

has a long-cycled higher education – though not as high as in Pharma. Despite the lower 

number of knowledge workers wages are even higher in IT than in Pharma. Almost half 

the employees earn 40.000 kroner or more per month, whereas this is the case for one 

third of the employees in Pharma. This, however, does not mean that they are satisfied 

with their pay. As we see from table 4.12 below only 32% are very satisfied or satisfied, 

compared to 62% in Pharma and 60% in the private sector. As in Pharma almost all em-

ployees have participated in an appraisal interview during the latest year – they do not 

have a separate pay interview in IT. The picture regarding pay openness is similar to that 

of Pharma – there is a high degree of confidentiality and very few employees know the 

pay of their colleagues. 

 
Table 4.12: Employees in Pharma and the private sector by satisfaction with pay, appraisal interview, 
pay openness, and knowledge about pay of colleagues. Percentage.  
 
 IT Private sector 
Satisfaction with pay   
Very satisfied 3 8 
Satisfied 29 52 
Neither… 22 12 
Dissatisfied 35 25 
Very dissatisfied 11 4 
Appraisal interview   
Yes 92 64 
No 8 36 
Pay openness   
High confidentiality 68 39 
Some confidentiality 26 16 
Some openness 5 14 
High openness 0 32 
Knowledge about pay of colleagues   
Know exactly 3 35 
Know more or less 34 37 
Do not know 63 28 
N 369 1706 
Sources: Work motivation, 2004 and Scheuer, 2002. 
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Including the qualitative interviews with employees and information from administrative 

documents it is possible to give a more detailed representation of IT.  

 

In IT-DK all employees are “rated” every year by their superior. This rating depends on 

their performance and is a subjective general appraisal, which is supposed to decide the 

level of their pay raise. In practice, though, almost no one has received a pay raise the last 

couple of years because of economic problems. In addition to the annual rating, around 

one fourth of the employees in IT – mostly sales people – are on some kind of variable 

pay scheme, where pay depends on objective measures (sales/budget). These employees 

still have some influence over their pay level, but also face the risk of pay decreases from 

one period to another. The pay of sales people consists of a base (fixed pay) and a so 

called Target Incentive Amount (TIA). Before, the mix between base and TIA was 70/30 

regardless of the size of the base, but now the 70/30 mix only apply for sales people with 

an average base. Now the absolute size of the TIA fixed, which means that for sales peo-

ple with a lower base the actual mix might be 60/40. Besides the fact that some employ-

ees are on a variable pay scheme, all employees have the possibility to achieve some bo-

nuses, stock options and awards for special achievements. This can be a way of manoeu-

vring around the restrictions on the annual pay raises.      

 

The impressions from interviewing employees in IT are more mixed than was the case in 

Pharma. There seem to be a somewhat fragmented environment where employees must 

be independent and strong to “survive”. The interviews suggest a kind of polarization be-

tween employees emphasizing that if you are full of initiative and work hard there are 

plenty of opportunities in the firm and employees emphasizing how the formal bureau-

cratic structures restrict individual development.  

 

”Where there’s a will there’s a way in this firm. If you show some initiative and 

energy there are good opportunities…It is always easy to blame other for your 

lacking success” (IT5).   
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“I am a kind of deadlocked in this system, because there is a certain percentage, 

which has to do this and that, and within each job code you are not allowed to 

have too many employees” (IT2).   

 

Though there is a general agreement that the firm is rather bureaucratic and hierarchical, 

some employees find their way in the system and do not see this as a problem, whereas 

other employees find it very limiting. An example of a formal structure is the reward sys-

tem and there is a general dissatisfaction with the fact that pay raises have been almost 

non-existent in the last two to three years. Still for some employees this is less important 

because they are on variable pay, and sales people are the subject of anger and envy be-

cause their pay has increased while most other employees have experienced status quo. 

Moreover, some employees on fixed pay have received stock options, bonus or some kind 

of award, which compensate for the lack of pay raises. Also the facts that appraisals are 

relative, in the sense that there is a fixed number of employees that must receive a spe-

cific rating, are perceived differently among employees. For some employees this is a 

necessary way to make sure that the limited amount of money is distributed in a fair way, 

whereas other see this as a way to play off employees against each other.     
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5. Affective Commitment and Job Satisfaction 
 

This chapter include discussions of the definition and operationalization of affective 

commitment and job satisfaction. These are the operational concepts included under the 

umbrella concept of motivation. A discussion of current research on antecedents of affec-

tive commitment and job satisfaction leads to the formulation of 15 hypotheses regarding 

their connections with various rewards. Since research on motivation in knowledge-

intensive firms and on knowledge-workers are very limited, we only hypothesize regard-

ing the general connections between rewards and motivation. In chapter 6 we look into 

the possible contextual limitations of these connections.     

 

5.1 The Concept of Organizational Commitment 

 

Organizational commitment has to do with the nature of employee-organizational rela-

tionships and one might argue that in these days with rapid change in the shape of down-

sizing, reengineering etc. the concept has lost its relevance. However, this does not have 

to be true; in fact the concept could be more relevant than ever before, because a commit-

ted workforce:  

 

“…can lead to competitive advantage and financial success. In fact it may be the 

key source of competitive advantage” (Mowday, 1998: 395-396).  

 

Understanding organizational commitment could help the firms to anticipate reaction to 

change and thereby manage it more effectively (Meyer & Allen, 1997: ix). Moreover, as 

we discussed in chapter 3.1 knowledge workers generally enjoy greater autonomy in their 

work, which makes commitment especially important. Human resource practices that fo-

cus on employee commitment could be a possible strategy in order to increase the per-

formance of the firm and at the same time do something good for the employees. How-

ever, it can be very costly for a firm to create and retain a committed workforce since this 

depends on some kind of reciprocity in the employee-organization relationship maybe 
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involving different kinds of costly policies. Moreover, “blind” commitment to an organi-

zation can make employees accept status quo and lead to less innovative behaviour. From 

the point of view of the employee affective commitment are assumed to be beneficial, but 

if the employee only focuses on the current employment it might be difficult to find an-

other job if the organization changed or ceased to exist  (Meyer et al., 1997: 3).  

 

The concept of organizational commitment was coined systematically by Porter, Steers, 

Mowday, and Boulian (1974) in their study on turnover among psychiatric technicians. 

The authors identified two main problems in the research about turnover at that time. 

First, almost every study trying to predict tenure used the construct of job satisfaction. 

Second, most studies were static – i.e. based on cross-sectional data. Therefore the article 

had two main objectives: to search for other possible constructs related to turnover, and to 

analyse changes in attitudes over time. The results showed that organizational commit-

ment was a better predictor of turnover than was job satisfaction. Even though the two 

constructs were highly related they each provided unique information about the relation-

ship between the employee and the organization. The two constructs differ in the way that 

job satisfaction relates to a particular job, whereas organizational commitment relates to 

the organization. In other words, the main finding from this study was that general atti-

tudes towards the organization are “…more important in the decision to remain than the 

more specific attitudes toward one’s particular job” (Porter et al., 1974: 608). Porter and 

colleagues define organizational commitment as follows:  

 

“Organizational commitment is defined in the present context in terms of the 

strength of an individual’s identification with and involvement in a particular or-

ganization. Such commitment can generally be characterized by at least three fac-

tors: (a) a strong belief in and acceptance of the organization’s goals and values; 

(b) a willingness to exert considerable effort on behalf of the organization; (c) a 

definite desire to maintain organizational membership” (Porter et al., 1974: 604). 

 

There is a general distinction in the literature between attitudinal commitment and behav-

ioural commitment:  
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“Attitudinal commitment focuses on the process by which people come to think 

about the relationship with the organization (…) Behavioural commitment, on the 

other hand, relates to the process by which individuals become locked into a cer-

tain organization and how they deal with this problem” (Mowday et al., 1982: 26).  

 

Attitudinal commitment has to do with psychological attachment to an organization, 

whereas behavioural commitment are related to a particular course of action, and the atti-

tude towards the organization develops as a consequence of this course of action. The 

employee can become locked into an organization because of behaviour in the past. 

Whereas attitudinal commitment develops prospectively depending on perceptions of cur-

rent relations with an organization, behavioural commitment develops retrospectively as a 

justification for an ongoing course of action. Behavioural commitment has important im-

plications for aspects of workplace commitment such as the escalating commitment to a 

failing course of action, where for example decision makers stick to a certain course of 

action despite objective evidence of its bad consequences (Meyer et al., 1997: 10). In the 

behavioural commitment approach the causal relation goes from behaviour to attitude, 

whereas attitude leads to behaviour in the attitudinal approach. In the current context fo-

cus will be on the attitudinal kind of commitment where commitment is seen as a psycho-

logical state that has certain antecedents and leads to certain outcomes (behaviours).  

 

Originally the concept of organizational commitment was seen as a one-dimensional con-

struct (Mowday et al., 1979); whereas later research has focused on the multidimension-

ality of commitment (Mayer & Schoorman, 1998). There seems to be consensus in the 

literature that organizational commitment (attitudinal) is a multi-dimensional concept that 

reflects different ways for an employee to be committed to an organization.  

 

O’Reilly and Chapman (1986) suggest to distinguish between organizational commitment 

based on compliance, identification and, internalization. Commitment based on compli-

ance is instrumental in the way that it relies on achieving specific rewards. Employees 

whose commitment is based on identification are proud to be a part of the organization 
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and accept its values, but these are not adopted. In the case of commitment based on in-

ternalization, organizational values are internalized – i.e. there is congruence between 

individual and organizational values.  

 

Meyer and Allen (1991) use affective commitment, continuance commitment, and nor-

mative commitment in their three-component conceptualization of commitment. This 

three-component conceptualization has been widely used in current studies about organ-

izational commitment, its antecedents and outcomes (Harris & Cameron, 2005; Sinclair, 

Tucker, Cullen, & Wright, 2005). The three different kinds of commitment have in com-

mon that they are psychological states dealing with the relation between the employee 

and the organization, and which has implications for the decision whether to maintain 

membership. The three components are not believed to be mutually exclusive; on the 

contrary all types can be present in an employee.  

 

“Affective commitment refers to the employee’s emotional attachment to, identi-

fication with and involvement in the organization. Employees with a strong affec-

tive commitment continue employment because they want to do so” (Meyer et al., 

1991: 67).  

 

Continuance commitment is associated with the perceived costs of leaving the organiza-

tion (sunk costs). These can be in the form of non-transferable skills, seniority based 

privileges, or personal relationships etc. Employees with a high level of continuance 

commitment maintain membership because they need to do so.  Normative commitment 

has to do with a feeling of obligation toward the organization. This kind of organizational 

commitment relates to socialization be it familial, cultural or organizational. An em-

ployee might also be normatively committed to an organization because the organization 

has paid for special job training, college tuition, or has done something else that makes 

the employee feel an obligation to reciprocate. Employees whose primary link to the or-

ganization is normative commitment stay with the organization because they ought to do 

so.   
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O’Reilly and Chapman operate with compliance, identification, and internalization as dif-

ferent bases of commitment. Meyer and Allen distinguish between affective commitment, 

continuance commitment, and normative commitment. There are certain similarities be-

tween the two ways of conceptualizing organizational commitment. Commitment based 

on compliance partly resembles continuance commitment. Both are based on more in-

strumental considerations than the other forms of commitment. The calculative elements 

are different because the level of continuance commitment depends on the costs of leav-

ing the organization, whereas commitment based on compliance depends on specific ex-

trinsic rewards. By leaving the organization these extrinsic rewards will be lost, and in 

that way commitment based on compliance is comparable to continuance commitment. 

On the other hand, continuance commitment can be said to include a more dynamic ap-

proach to the relation between the employee and the organization, because of the empha-

sis on the accumulation of “side bets”, which are lost when leaving the organization. 

Commitment based solely on specific extrinsic rewards seems to be contradictive to the 

essence of commitment. Commitment is often argued to help maintain behaviour in the 

absence of rewards (Meyer et al., 1997: 15). Basically, though, this critique from Meyer 

and Allen of commitment based on compliance could include their own concept of con-

tinuance commitment, which also partly relies on attaining extrinsic rewards (maintaining 

value of investments by staying with the organization).  

 

Affective commitment is quite similar to commitment based on identification as well as 

commitment based on internalization. All three types of commitment are based on some 

kind of value congruence between the employee and the organization. Affective com-

mitment includes the identification with, and acceptance of, the organization’s values as 

well the internalization of these values. Empirically it has also been problematic to dis-

tinguish commitment based on identification from commitment based on internalization. 

In later works these have actually been combined to form a measure called normative 

commitment (O'Reilly, Chatman, & Caldwell, 1991). This is quite confusing since the 

measure does not resemble normative commitment as defined by Meyer and Allen, but 

instead their concept of affective commitment.  
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The original concept of organizational commitment is now seen as reflecting the affective 

orientation (Meyer et al., 1997: 17; Tsui et al., 1997). It means that the initial definition of 

organizational commitment by Porter et al. is kept, but as a definition of one dimension of 

organizational commitment – the affective dimension. It is very similar to Meyer and Al-

len’s definition of affective commitment both emphasising identification with and in-

volvement in the organization (Meyer, Stanley, Herscovitch, & Topolnytsky, 2002; Por-

ter et al., 1974).  

 

5.2 The Operationalization of Affective Commitment 

 
 
There is a close connection between the conceptual developments of organizational 

commitment and the way it has been operationalized and measured. This is obvious in the 

sense that a given measure is supposed to reflect the theoretical concept as close as possi-

ble. The direction of influence, though, is not only going from theoretical conceptualizing 

to development of measures. Statistical tools such as factor analysis make it tempting to 

forget underlying concepts and have measures develop partly independently of theory. 

Apart from that, empirical analyses affect conceptual developments, for example by com-

paring statistical correlations between measures of different types of commitment and by 

comparing these commitment measures with measures of other variables. As mentioned 

above, problems of distinguishing commitment based on identification from commitment 

based on internalization – conceptually as well as empirically – led to the creation of a 

combined construct and measure. Empirical analyses showed high correlations between 

the two measures, and the two measures showed similar patterns of correlations with 

measures of other variables.  

      

Porter et al. (1974) used a 15-item questionnaire (Organizational Commitment Question-

naire – OCQ) to measure organizational commitment. The response format was a 7-point 

Likert scale with possible answers: strongly agree, moderately agree, slightly agree, nei-

ther agree nor disagree, slightly disagree, moderately disagree, strongly disagree. At that 

time organizational commitment was seen as a one-dimensional construct and the meas-
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ure was covering employee perceptions concerning the three different aspects in the theo-

retical definition: a belief in the organization’s values, a willingness to exert effort to 

reach the goals, and a desire to maintain membership.  

 

Angle and Perry (1981) also used the 15-item OCQ and based on the results of a factor 

analysis they created two subscales named value commitment and commitment to stay. 

The 15 items are shown in table 5.1 below. 

 
Table 5.1: The Organizational Commitment Questionnaire 
 
   
1 V I am willing to put in a great deal of effort beyond that normally expected in order to help this or-

ganization be successful. 
2 V I talk up this organization to my friends as a great place to work for.   
3 S I feel very little loyalty to this organization (reversed).     
4 V I would accept almost any type of job assignment to keep working for this organization. 
5 V I find that my values and the organization’s values are very similar. 
6 V I am proud to tell others that I am part of this organization. 
7 S I could just as well be working for a different organization as long as the type of work was similar 

(reversed). 
8 V This organization really inspires the very best in the way of job performance. 
9 S It would take very little change in my present circumstances to cause me to leave this organization 

(reversed).  
10 V I am extremely glad that I chose this organization to work for over others I was considering at the 

time I joined. 
11 S There’s not too much to be gained by sticking with this organization indefinitely (reversed). 
12  Often, I find it difficult to agree with this organization’s policies on important matters relating to its 

employees (reversed). 
13 V I really care about the fate of this organization. 
14 V For me this is the best of all possible organizations for which to work. 
15 S Deciding to work for this organization was a definite mistake on my part (reversed). 
Source: (Angle et al., 1981: 5) 
(V) Items included in the value commitment subscale. 
(S) Items included in the commitment to stay subscale. 
 
 
As we see from table 5.1 the items in the commitment to stay subscale were all reverse 

scored, which makes it obvious to consider whether the two subscales are just an artefact 

of measurement. It is argued, though, that the five items in the commitment to stay sub-

scale are conceptually different from the nine items in the value commitment subscale 

(one item is in neither of the subscales). The value commitment subscale consists of items 

related to willingness to perform, pride in the organization, congruence of values, and 

concern for the fate of the organization. Regarding items 4, 10, and 14 the authors write:  
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“Although three of the nine items relate to attitudes toward organizational mem-

bership, their wording tends to imply that attachment is based on the member’s 

positive regard for the organization” (Angle et al., 1981: 5).  

 

Items 3, 7, 9, 11, and 15 pertain to membership in itself, and do not imply emotional at-

tachment to the organization. On the contrary, these items are likely to measure a more 

instrumental kind of commitment such as continuance commitment.  

 

Theoretical developments and empirical findings both contributed to the current consen-

sus that organizational commitment is a multidimensional construct. Based on these de-

velopments some of the items are removed from the original OCQ, and the nine-item 

shortened version of the OCQ is employed to measure affective commitment (Tan & 

Aryee, 2002; Tsui et al., 1997). Another measure of affective commitment is Meyer and 

Allen’s Affective Commitment Scale (Meyer et al., 1997: 118). The shortened version of 

the OCQ is chosen because it is a widely used instrument and very well tested in research 

on affective commitment. The two measures are highly correlated, so the results of using 

one or the other would be rather similar (Wright & Bonett, 2002).  

 

In order to get a better understanding of the underlying content of the summary indicator 

of affective commitment we begin by looking more closely at each question. The theo-

retical definition of affective commitment includes three factors or dimensions: an accep-

tance of and belief in the organization’s goals and values, a willingness to put forth con-

siderable effort, and a desire to stay with the organization (Porter et al., 1974). The theo-

retical construct is operationalized by nine questions covering these different dimensions. 

In the following examination of the distribution of answers, the relations with these di-

mensions are discussed. 
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Table 5.2: Distribution of answers to the questions covering affective commitment. Percent horizon-
tally.   
 
 Strongly 

agree 
Agree Neutral Disagree Strongly 

disagree 
Total N 

1. I am willing to put in effort beyond 
the norm for the success of the or-
ganization  

39 55 5 1 0 100 696 

2. This organization inspires the very 
best in the way of job performance 

10 41 34 13 2 100 696 

3. I talk up this organization to my 
friends as a great place to work for   

37 42 16 3 1 99 696 

4. I find that my values and the or-
ganization’s values are very similar 

12 47 31 7 2 99 696 

5. I am proud to tell others that I am 
part of this organization 

23 44 27 5 1 100 696 

6. I really care about the fate of this 
organization 

28 61 10 1 1 101 696 

7. I am extremely glad to have chosen 
this organization to work for over other 
organizations 

20 49 27 3 1 100 696 

8. I would accept almost any type of 
job to keep working for this organiza-
tion 

1 7 15 40 38 101 696 

9. For me this is the best of all possi-
ble organizations for which to work 

4 19 52 19 6 100 696 

 
 
In table 5.2 we se the frequencies of the nine items. The following examination of the 

nine items is structured by the different dimensions covered. First, items 1 and 2, which 

cover the effort dimension, will be discussed. Second, items 3, 4, and 5, which cover the 

value dimension, will be discussed. Third, items 6, 7, 8, and 9, which cover the member-

ship dimension, are discussed30.  

 

5.2.1 The effort dimension   

 

Item 1 covers the dimension of effort in the concept of affective commitment. Is the indi-

vidual employee willing to make a special effort to help the organization? Table 5.2 

shows that 94 % of the respondents either strongly agree or agree with the statement. 

There is a very strong support to this statement, and therefore a great willingness to work 

hard. The statement includes the word “willing”, so it is not about actual effort exerted, 

but whether employees have a positive attitude towards effort. It reflects a general atti-
                                                 
30 The order of the items is slightly different in the questionnaire. In table 5.2 they are arranged to fit with 
the three dimensions. 
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tude of employees towards effort, and the frequencies show a great willingness to work 

extra in order to help the firm to success.  

 

Item 2 shows to what extent the respondents agree that the organization inspires their job 

performance. There are 51 % who strongly agrees or agrees with this statement. This item 

also covers the effort dimension of affective commitment, and compared to the previous 

item employees are less enthusiastic regarding the firm’s role as supporter of job per-

formance than regarding the willingness to put forth effort. There is a great willingness to 

work extra in order to help the firm to success, but considerably less are inspired to per-

form. This item can be criticized for measuring something else than affective commit-

ment, e.g. satisfaction/dissatisfaction with performance appraisals or pay practices, since 

these are supposed to inspire or motivate job performance. It can be argued, though, that 

this item reflects a broader attitude towards the organization, because focus of the state-

ment is the organization as a unity and not certain policies.  

 

5.2.2 The value dimension 

 

Item 3 illustrates how the respondents talk to friends about the firm. It shows that 37 % 

“strongly agree” and 42 % “agree” with the statement: “I talk up this organization to my 

friends as a great place to work”. This item is mostly related to the dimension of values, 

but is not as unambiguous as most of the other items. What makes an employee agree or 

strongly agree with this statement? It might reflect that the employee shares the values of 

the organization, and therefore promotes it as a great place to work. But it can also reflect 

that the employee is satisfied with the working conditions, the pay policies etc., which is 

outside the realm of affective commitment. Even though the item probably reflects other 

aspects of the organization than the value dimension, it primarily reflects how employees 

present the organization when talking to friends, and not how employees talk about cer-

tain company policies.    

 



 125

The frequencies of item 4 are not as unambiguous as was the case with the previous item. 

There are 59 % of the respondents that agree or strongly agree with the statement, which 

means that 41 % are not sure that their values correspond to the values of the organization. 

Most of those are in the neutral category, though. This item clearly covers the value di-

mension of affective commitment. 

 

Item 5 shows to what extent employees are proud to tell other about the organization, 

where they work. Compared to the previous item the respondents agree a little more on 

this one. More employees strongly agree (23 % versus 12 %), whereas almost the same 

number agree (44 % versus 47 %).  A correlation of  the two items show that only 11 % 

of the respondents agree less with this item than with the previous item about correspon-

dence of values. It means that if you share the values of the firm you are also proud to tell 

that you are a part of it, but if you are proud to tell that you are a part of the firm, it does 

not necessarily mean that you share the firm’s values. In other words, there are other rea-

sons for being proud to tell about the firm than having similar values (e.g. status consid-

erations). The item does, however, reflect the value dimension of affective commitment, 

but not as unambiguously as the item above.  

 

Item 6 shows employee attitudes toward the fate of the organization. Almost nine out of 

ten agree or strongly agree with the statement: “I really care about the fate of this organi-

zation”. The interpretation of this item is not straight forward. Why do so many agree 

with the statement? Is it because they believe their own fate to depend on the fate of the 

organization? Or is it because they care about the values, the products, the colleagues or 

other things about of the organization? The respondents probably have different reasons 

for being agree with the statement, and this does not cause any problems in general, but it 

makes it difficult to decide which dimension of affective commitment is covered by this 

item. If the first interpretation provides the background for the classification of this item 

it covers the membership dimension. Employees agree because they want to stay with the 

organization and therefore they care about the fate of the organization. If the second in-

terpretation provides the background for the classification of this item, it covers the value 

dimension. Employees care about the fate of the organization, because they share the val-
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ues and/or goals of the organization. It has been chosen to categorize this item as cover-

ing the value dimension, because it seems more likely to reflect a general concern for the 

fate of the organization than more individual reflections about membership.   

 

5.2.3 The membership dimension   

 

Following Angle et al. (1981) and Tsui et al. (1997) the nine-item short Organizational 

Commitment Questionnaire are applied in the measurement of affective commitment. 

The items removed from the original OCQ are those related to membership in itself. In 

the affective subset used in this dissertation three of the questions are also membership-

related, but at the same time they connote an affective attachment to the organization. 

These are discussed below. 

 

Item 7 shows to what extent employees are glad that they chose to work for the organiza-

tion. Of the respondents 69 % agrees or strongly agrees with this statement. The state-

ment partly resembles asking employees to what extent they like to work for the organi-

zation, since this must be a necessary consideration in order to answer, but also alterna-

tives at the time of choosing is of importance. Only 4 % disagree or strongly disagree 

with the statement, so that indicates a great satisfaction with current membership of the 

organization.     

 

Item 8 shows how keen employees are to maintain membership of the organization. Very 

few (8 %) agrees or strongly agrees with the statement: “I would accept almost any type 

of job to keep working for this organization”. Almost four out of five respondents dis-

agree or strongly disagree. It is a quite radical statement, basically asking the employees 

to give priority to the organization no matter what type of job they are offered. Most em-

ployees are not willing to make that sacrifice. This item clearly covers the dimension of 

membership.  
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In item 9 employees are asked to make up their mind regarding their membership of the 

organization compared to other organizations. The table shows that 23 % agrees or 

strongly agrees that the organization “is the best of all possible organizations for which to 

work”. More than half of the respondents (52 %) are in the neutral category. This indi-

cates that some employees find it difficult to answer, probably because they only know a 

few of all the possible organization for which to work.  

 

5.2.4 The three dimensions 

 

The nine items employed in the measurement of affective commitment cover the three 

dimensions of the theoretical construct. As the discussion above shows, two items pri-

marily cover the effort dimension, four items primarily covers the value dimension, and 

three items primarily cover the membership dimension. The way affective commitment is 

operationalized has possible consequences for the antecedents and outcomes of affective 

commitment found in analyses of the construct. Even though the internal consistency of 

the summary indicator is sufficient more emphasis on for example the effort dimension, 

could change some of the statistical relations. The above discussion of the nine items 

finds a greater emphasis on the membership dimension than on the effort dimension. This 

might explain why less turnover and higher attendance are consistently found as out-

comes of high commitment than, whereas the link with performance is less well con-

firmed. Another reason might be that performance not only depends on effort, but also on 

ability and role clarity, which is not a part of the definition of affective commitment 

(Meyer et al., 2002). 

 

5.3 Job Satisfaction 

 

Job satisfaction is a concept that goes back to the Hawthorne experiments and the human 

relation school, where the subjectivity of workers really became an interest of the re-

searchers. Focus was especially on the influence of physical and social work conditions 
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on the well-being and productivity of workers. Later studies by Herzberg and others were 

to a greater extent emphasizing the importance of the work itself (Locke, 1976). Edwin 

Locke was one of the first who worked systematically with the concept of job satisfaction 

– he defines it as “…a pleasurable or positive emotional state resulting from the appraisal 

of one’s job or job experiences” (1976: 1300). And later:  

 

“Job satisfaction results from the perception that one’s job fulfils or allows the 

fulfilment of one’s important job values, providing and to the degree that those 

values are congruent with one’s needs” (1976: 1307).  

 

Michael Rose criticizes Locke’s definition for lacking the more rational aspects of the 

concept – that is calculation and evaluation in relation to alternative jobs (Rose, 2003). 

Rose emphasizes the distinction between a job as a contractual position and work as a 

qualitative experience. His main point is that a job is fundamentally an exchange of work 

effort for rewards that are mostly monetary. Locke’s definitions do not seem to exclude 

extrinsic31 aspects of the employment relationship – it depends on the values and needs of 

the employee. The problem is that the concept of need is often connected to Maslow’s 

hierarchy of needs theory and Herzberg’s theory of hygiene- and motivation factors. Both 

theorists emphasize the intrinsic32 aspects of a job. However, monetary rewards can be of 

value for the receiver in the shape of self respect, recognition and status (higher order 

needs) besides satisfying lower order needs as food and shelter. In that light Locke’s 

definition of job satisfaction as fulfilment of values and needs seems to be neutral to the 

distinction between extrinsic and intrinsic aspects of the job.  

 

The concept of job satisfaction is operationalized by a single question at the end of the 

questionnaire: “All things considered, how satisfied or dissatisfied are you with your pre-

sent job overall?” (Clark, 1996: 193). Responses are measured on a 5-point scale with the 

possible answers: Very satisfied, satisfied, neither satisfied nor dissatisfied, dissatisfied, 

very dissatisfied. It has been argued that the reliability of single-item measures regarding 

                                                 
31 For example pay, career opportunities, and job security. 
32 For example work itself, autonomy, and the possibility of self-realization.   
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psychological constructs like job satisfaction is not as reliable as scale measures. How-

ever, the meta-analysis by Wanous, Reicher and Hudy (1997) suggest that the use of sin-

gle-item measures for overall job satisfaction is acceptable though not as reliable as a 

well-constructed scale. Including considerations of limited space in the questionnaire a 

single-item measure is chosen. 

 

5.4 Consequences of Affective Commitment and Job Satisfac-

tion 

 

The psychological state of high commitment to an organization or satisfaction with a spe-

cific job is assumed to lead to certain behaviours that differ from behaviours of employ-

ees with a low level of commitment and satisfaction. The hypothesized consequences of 

strong affective commitment and high job satisfaction among employees in an organiza-

tion are less voluntary turnover, less absenteeism and better job performance (Meyer et 

al., 1997: 24; Saari & Judge, 2004: 398-399). In their review of empirical studies on af-

fective commitment in the workplace Meyer and Allen conclude:  

 

“Results of several recent studies suggest that, overall, employees with strong af-

fective commitment to the organization work harder at their jobs and perform 

them better than those with weak commitment” (1997: 28).  

 

However, some studies show no relation between commitment and performance indica-

tors, and the authors suggest that there could be some conditions that inhibit the employ-

ees in expressing their commitment through their performance. The reason could be lack 

of information as to what the organization want the employees to do or other factors con-

straining employee performance to reflect their motivation – such as abilities or access to 

resources. We can only expect the attitude to influence directly the motivational factors.  

 

This conclusion also counts for the relation between job satisfaction and job performance, 

but there is a discussion in the literature whether job satisfaction is an antecedent or a 
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consequence of job performance. Expectancy theorists like Edward Lawler claim that it is 

the anticipated satisfaction that leads to job performance and not actual satisfaction, 

which is a consequence of great performance and the subsequent rewards (Lawler, 2000: 

83-84). As regards turnover and absenteeism Saari & Judge write:  

 

“Numerous studies have shown that dissatisfied employees are more likely to quit 

their jobs or be absent than satisfied employees” (2004: 399).   

 

5.4.1 Job performance 

 

The findings regarding the link between organizational commitment and job performance 

are somewhat mixed. Mathieu and Zajac (1990) found positive correlations between 

commitment and others’ ratings, and a positive correlations between commitment and 

output measures (see table 5.3). Meyer et al. (2002) found similar correlations in their 

meta-analysis, but found differences regarding type of commitment. The correlation be-

tween affective commitment and overall job performance was 0.1633, whereas the corre-

lation between normative commitment and job performance was only 0.06, and continu-

ance commitment correlated negatively (-0.07) with overall job performance. Moreover, 

affective commitment correlated more strongly with supervisor ratings job performance 

(0.17) than with self-rated job performance (0.12).  

  
Table 5.3: Statistical correlations between commitment and various measures of job performance 
 

 Affective 
commitment 

Continuance 
commitment 

Normative 
commitment 

Organizational 
commitment34 

Job performance  
Overall job performance 0.16 -0.07 0.06 - 
Supervisor-rated job performance   0.17 -0.08 NS - 
Self-rated job performance 0.12 -0.05 0.07 - 
Others’ ratings - - - 0.14 
Output measures - - - 0.05 
(Mathieu et al., 1990; Meyer et al., 2002) 

 

                                                 
33 Weighted average corrected correlation 
34 Mathieu, J. E. & Zajac, D. 1990. A review and meta-analysis of the antecedents, correlates, and conse-
quences of organizational commitment. Psychological Bulletin, 108: 171-194. 
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The correlations between commitment and job performance are modest, and this might be 

due to the fact that performance is influenced by personal abilities and different kinds of 

organizational support – factors unrelated to commitment. The type of commitment 

showing some positive correlations with job performance is the affective one. This is not 

surprising since it includes an aspect of effort and since congruence of values between the 

employee and the organization must be hypothesized to motivate performance.  

 

The relationship between job satisfaction and job performance was studied at Hawthorne 

and still triggers researchers. Normally job satisfaction is seen as an antecedent of job 

performance, but expectancy theorists claim that causality is the opposite i.e. that job per-

formance leads to extrinsic and intrinsic rewards and then to job satisfaction. In other 

words, it is the anticipated job satisfaction that leads to job performance (Lawler, 2000: 

83-84). The discussion of causality between satisfaction and performance is interesting 

and important, but since job performance is not a part of the empirical analyses in this 

dissertation, the matter will not be thoroughly investigated. It suffice to say that much 

research still claim job performance to be a consequence of job satisfaction and for that 

reason job satisfaction is an important issue for management. Expectancy theorists agree 

that job satisfaction is important, but for reasons discussed in the next section about with-

drawal behaviours.  

 

Besides the discussion of causality, the strength of the connection between job satisfac-

tion and job performance has also been heavily discussed. I their meta-analyses on the 

subject Iaffaldano and Muchinsky found a statistical correlation of 0.17 between job sat-

isfaction and job performance, and they conclude that:  

 

“…satisfaction and performance are only slightly related to each other. The 

amount of empirical support for the satisfaction-performance relation does not 

approximate the degree to which this relation has been espoused in theories of or-

ganizational design” (Iaffaldano, 1985: 126).  

 



 132

On the contrary, a more recent review finds the correlation to be significantly higher 

(0.30), when the correlations are corrected for sampling and measurement errors (Judge, 

Thoresen, Bono, & Patton, 2001: 386). Interestingly for the analyses in this dissertation, 

they also found the relationship to be moderated by the level of job complexity. The av-

erage correlation for high complexity jobs was 0.52, and even though my definition of 

knowledge workers is based on the level of formal education, job complexity is assumed 

to be higher for knowledge workers.  

 

5.4.2 Withdrawal behaviours and withdrawal cognitions 

 

There are much stronger relations between organizational commitment and different 

forms of withdrawal behaviours. The correlation between actual turnover and organiza-

tional commitment is -0.28 in Mathieu and Zajac (1990), and somewhat smaller in Meyer 

et al. (2002). Affective commitment and normative commitment have almost the same 

effect on turnover, whereas the effect of continuance commitment is somewhat smaller. 

When it comes to different measures of intentions to leave the organization we find the 

strongest correlations with commitment in both meta-analyses: intentions to search for 

job alternatives -0.60, intentions to leave one’s job -0.46 (Mathieu et al., 1990); and over-

all withdrawal cognition -0.56 (affective commitment), -0.33 (normative commitment), 

and 0.18 (continuance commitment) (Meyer et al., 2002). It is difficult to compare the 

results of the two meta-analyses on this point, partly because one works with a single 

measure of commitment whereas the other works with three different types, and partly 

because the measures of the turnover intentions differ. Anyhow both analyses show 

strong correlations (around 50 % of variance explained), so there seem to be no doubt 

that commitment – especially the affective type – has important implications for em-

ployee turnover intentions.  

 

Attendance or the opposite absenteeism has also been found to correlate with commit-

ment. The analyses of Meyer et al. come up with a correlation of -0.15 between affective 

commitment and absenteeism – no significant correlations with the other types of com-
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mitment. Moreover, voluntary absence were more strongly correlated with affective 

commitment (-0.22) than involuntary absence (-0.09). Mathieu and Zajac found a positive 

correlation between commitment and attendance (0.10). As was the case with job per-

formance there are also many factors involved in the process of job attendance. The 

above difference between the importance of voluntary absence and involuntary absence 

shows that it is the motivational aspects that are most connected with commitment.             

 
Table 5.4: Statistical correlations between commitment and various measures of job performance 
 

 Affective 
commitment 

Continuance 
commitment 

Normative 
commitment 

Organizational 
commitment35 

Withdrawal behaviours/cognitions  
Turnover -0.17 -0.10 -0.16 -0.28 
Absenteeism -0.15 NS NS - 
Attendance - - - 0.12 
Overall withdrawal cognition -0.56 -0.18 -0.33  
Intentions to search  - - - -0.60 
Intentions to leave - - - -0.46 
(Mathieu et al., 1990; Meyer et al., 2002) 

 

Membership of the organization is one of the main aspects of organizational commitment 

whether it is based on a desire to stay, a need to stay or an obligation to stay. The strong 

correlations with withdrawal behaviours and cognitions are therefore expected. The con-

cept of organizational commitment was actually coined in a study on turnover (Porter et 

al., 1974). Mowday et al. writes:  

 

“Following the theory, it is our belief that the strongest or most predictable behav-

ioural outcome of employee commitment should be reduced turnover. Highly 

committed employees by definition are desirous of remaining with the organiza-

tion and working toward organizational goals and should hence be less likely to 

leave” (1982: 38).  

 

The relation between job satisfaction and withdrawal behaviours such as absenteeism and 

turnover shows consistently strong correlations. Whereas the assertion: “a happy worker 

is a productive worker” is somewhat questionable as discussed above, there seem to be no 

                                                 
35 Mathieu, J. E. & Zajac, D. 1990. A review and meta-analysis of the antecedents, correlates, and conse-
quences of organizational commitment. Psychological Bulletin, 108: 171-194. 
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doubt that job satisfaction leads to less turnover and absenteeism. “Job satisfaction shows 

correlations with turnover and absenteeism in the -.25 range” (Saari & Judge, 2004: 399). 

Another review finds correlations between these variables, though not quite as strong. 

The correlation with turnover and absenteeism was -0.18 and -0.17 respectively, whereas 

the correlation with overall withdrawal cognitions was -0.37 (Kinicki, McKee-Ryan, 

Schriesheim, & Carson, 2002: 22). Lawler also argues that the level of job satisfaction 

impacts organizational performance, because of its effect on turnover and absenteeism. 

Since actual satisfaction is an indicator of how satisfied an employee will be in the future 

(anticipated satisfaction), it is obvious that he will start looking for something else, if he 

is dissatisfied. Lawler concludes: “Thus satisfaction is important, even though it is not a 

direct determinant of job performance” (Lawler, 2000: 85). In a tight labour market these 

findings are a very good reason for firms to be interested in the level of organizational 

commitment among their employees.   

 

5.4.3 Summary 

 

The above discussion of the different consequences of organizational commitment and 

job satisfaction shows that these concepts are very relevant for employee behaviours. In 

general the most consistent relations were found between commitment/satisfaction and 

withdrawal behaviours. In other words, it is important to have committed and satisfied 

employees for reasons of retention. Regarding job performance the findings are more 

mixed. Both the question of causality between satisfaction and performance and the 

strength of the correlations between both concepts and job performance, makes the rela-

tionship with job performance more uncertain. As suggested one reason might be that job 

performance also depends on abilities and access to resources, which cannot be influ-

ences by neither satisfaction nor commitment. The same probably counts for actual turn-

over, because availability of possible job alternatives, which is independent of satisfac-

tion and commitment, influence the rate of turnover. As we see from table 5.4 commit-

ment is much more related with withdrawal cognitions than with actual turnover, which 

supports this interpretation.     
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5.5 Antecedents of Organizational Commitment and Job Satis-

faction 

 

In the following we discuss the research on antecedents of affective commitment and job 

satisfaction. First, we look at the demographic variables gender, age, seniority, and edu-

cation. Second, we discuss the role of distributive fairness and procedural fairness. Third, 

the impact of job security and career opportunities is discussed. Fourth, we have a discus-

sion of effort-performance-outcome expectancies, external control, and variety in work.   

 

5.5.1 Gender 

 

There does not seem to be a consistent relationship between gender and organizational 

commitment. Mathieu and Zajac (1990) found a very small correlation showing women 

to be more committed than men, whereas Meyer et al. (2002) did not find any significant 

relations. Regarding job satisfaction some research suggests that women are more satis-

fied with their job than men (Rose, 2003). There can be several explanations for this dif-

ference. First, women have been shown to value other aspects of the job than men. Sec-

ond, for cultural reasons dissatisfied women may find it easier to quit. Third, women 

probably have other referent groups and therefore different expectations regarding their 

jobs (Clark, 1996).   

 

5.5.2 Age and seniority 

 

Some evidence suggests that age and organizational tenure are weakly related to affective 

commitment in the way that older employees and employees with long tenure are most 

committed (Meyer et al., 2002). The two variables are often highly correlated, but in the 

analysis above they are both significant, which mean that each contributes uniquely to the 

level of affective commitment. The relation between organizational tenure and commit-

ment can be explained by the achievement of better positions in the organization, and by 
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the simple fact that time spent in an organization increases the emotional attachment. The 

causal direction of these relationships is likely to be reciprocal – long tenure can also be a 

consequence of high commitment. Regarding the connection between age and commit-

ment the direction of causality is ambiguous, and since organizational tenure has been 

controlled for it cannot explain this relationship. One possible explanation is that older 

employees generally become attached to an organization faster than younger employees – 

something changes within the individual. Another possible explanation is that it is a mat-

ter of different generations. Longitudinal analyses of relations between age and commit-

ment are almost impossible because of the time frame, and the cross-sectional analyses 

might simply reflect that older generations are more committed to their organizations 

than are younger generations – something changes in the society. If this is true employees 

do not necessarily become more committed as they grow older.  

 

Older employees also seem to be more satisfied with their job than younger employees. 

Rose (2003) finds that employees aged 55 or older are more satisfied with their job than 

younger employees. However, the relationship is not very strong and it is probably not 

linear. Clark (1996) finds a U-shaped relationship between age and job satisfaction with 

the minimum being at age 34. In line with Rose, employees in their fifties and sixties are 

found to be most satisfied. The participation effect mentioned above regarding job satis-

faction and gender also count for age. Older dissatisfied employees will tend to end the 

employment relationship to a greater extent than younger dissatisfied employees, which 

can be an explanation for the differences found, but the U-shape is not explained by this 

reasoning. Changing expectations towards the job might help clarify why employees in 

their thirties and forties seem to be less satisfied than younger and older employees. 

Young employees are satisfied because of the newness of the situation and because they 

do not have much to compare with the current job situation. The fall in job satisfaction in 

the thirties might be caused by rising expectations, which are not fulfilled. The later rise 

in satisfaction can – besides the participation effect – be explained by a fall in job aspira-

tions or:  
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“…by the progressive discarding of dissatisfying comparisons with age, as the 

choice of career becomes increasingly fixed” (Clark, 1996: 212).  

 

The possible link between seniority and job satisfaction has been studied less, but some 

research shows a positive correlation, which is explained by better familiarity with the 

environment, more social contacts, and greater knowledge of work processes (Oshagbemi, 

2000).            

 

5.5.3 Education 

 

The results regarding education and organizational commitment are somewhat mixed. 

Meyer et al. found no significant correlations between level of education and affective 

commitment, whereas a small negative correlation was found with continuance commit-

ment. Mathieu and Zajac found a significant negative correlation between education and 

organizational commitment36 (Meyer, 2002: 30; Mathieu, 1990: 175). The relations found 

are all negative, which means that higher educated employees are less committed than 

lower educated employees. Possible explanations are that well educated employees have 

higher expectations more likely to be disappointed, and that well educated employees 

have more job options and therefore do not commit themselves in the same way to a par-

ticular organization.   

 

Regarding job satisfaction it has also been found that employees with high levels of edu-

cation are less satisfied than employees with low levels of education (Clark, 1996; Clark 

& Oswald, 1996). Again the most plausible explanation is the higher aspirations of the 

well educated. Whether this is because of the socializing effects of education or because 

those with higher aspirations get higher educations is not clear. Probably both causal 

mechanisms are in effect. Even though better educated employees have more attractive 

jobs this positive effect is outweighed by social comparisons made by employees. These 

                                                 
36 Mathieu and Zajac do not in general distinguish among different types of commitment in their meta-
analysis.  
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comparisons can be made with former job experiences, colleagues in the organization and 

employees with similar educational levels in other organizations.  

 

5.5.4 Distributive fairness and procedural fairness 

 

The theoretical discussion of fairness in an organizational setting began with social ex-

change theory (Homans, 1961) and equity theory (Adams, 1965) and has proceeded to 

current organizational justice research (Cropanzano et al., 1996; Greenberg, 1990). One 

of the most important developments since the early research on organizational fairness is 

the inclusion of procedural fairness. When Adams wrote about equity it regarded the ratio 

of inputs and outcomes compared with those of colleagues or others – it was about the 

fairness of distributions. The study of processes in the justice literature was introduced by 

Thibaut & Walker (1975) in their book on legal procedures, where they found that dispu-

tants were willing to trade off some decision control with process control. Moreover, par-

ticipants were more positive towards the result of the verdict if they were given a suffi-

cient chance to present their case (Folger et al., 1998: xxiii). Today most studies on or-

ganizational justice include the fairness of outcome distributions and the fairness of the 

procedures used to determine outcome distributions (Colquitt, Conlon, Wesson, Porter, & 

Yee, 2001: 425).  

 

Theories of fairness are based on the idea of social exchanges. Employees invest time and 

energy in an organization and expect to get something in return. As discussed in chapter 

2.10 it has consequences if employees perceive the exchange to be unfair. Studies have 

shown that perceived unfairness has a negative impact on commitment and job satisfac-

tion. According to Meyer et al. (2002) distributive fairness correlates positively with af-

fective commitment, and distributive fairness has also been shown to correlate positively 

with job satisfaction (Agho, Mueller, & Price, 1993). Procedural fairness has been shown 

to predict employee affective commitment (Meyer et al., 2002) and job satisfaction 

(Colquitt et al., 2001). Thus we put forward the following hypotheses: 
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Hypothesis 1: Distributive fairness will positively affect employee affective commitment 

and job satisfaction.  

 

Hypothesis 2: Procedural fairness will positively affect employee affective commitment 

and job satisfaction. 

 

In their meta-analysis on justice/fairness research in organizations Cohen-Charash and 

Spector (2001) looked into different reactions to fairness perceptions. As different affec-

tive reactions organizational commitment, job satisfaction and other concepts were dis-

cussed in relation to distributive fairness and procedural fairness. Since distributive fair-

ness has its focus on outcomes it is predicted to be related primarily to reactions to par-

ticular outcomes. Procedural fairness is focussed on the way the organization allocates 

resources, and is therefore predicted to be related mainly to reactions toward the organi-

zation (Cohen-Charash et al., 2001: 281).  

 

Looking at the concept of affective commitment as a response to fairness it is primarily 

expected to be related to procedural fairness, because affective commitment regards 

“…identification with and involvement in a particular organization” (Porter et al., 1974: 

604), and not a specific outcome. The meta-analysis finds that procedural fairness is more 

related to affective commitment than to job satisfaction. Moreover, both procedural fair-

ness and distributive fairness are determinants of affective commitment. As expected, 

though, procedural fairness is significantly more related to affective commitment than are 

distributive fairness (Cohen-Charash et al., 2001: 298). Thus we put forward the follow-

ing hypotheses: 

  

Hypothesis 3: Procedural fairness will be more related to affective commitment than to 

job satisfaction. 

 

Hypothesis 4: Procedural fairness will be more related to employee affective commitment 

than will distributive fairness. 
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The concept of job satisfaction is an affective orientation towards a particular job and it is 

difficult theoretically to predict whether it is more related to distributive fairness or pro-

cedural fairness. It is neither a particular outcome (distributive fairness) nor directly asso-

ciated with organizational procedures (procedural fairness). Cohen-Charash and Spector 

(2001) argue that since job satisfaction is a general measure it is predicted to be more re-

lated to procedural fairness than to distributive fairness. However, they find that job satis-

faction is similarly related to both kinds of fairness. On the other hand McFarlin and 

Sweeney (1992) argued that distributive fairness predicts personal-level evaluations, such 

as job satisfaction, whereas procedural fairness predicts organizational-level evaluation, 

such as organizational commitment. They found distributive fairness to be a stronger pre-

dictor of job satisfaction than procedural fairness. Therefore the relative strength of the 

relations distributive fairness-job satisfaction and affective commitment-job satisfaction 

is not hypothesized.  

 

As discussed above there are some disagreements as to whether job satisfaction is primar-

ily a general measure, and therefore mostly related to procedural fairness, or whether it is 

primarily an outcome, and therefore mostly related to distributive fairness. Anyhow it is 

reasonable to suggest that distributive fairness is more related to job satisfaction than to 

affective commitment since job satisfaction is a more individual and outcome related 

measure than affective commitment. Thus we put forward the following hypothesis: 

 

Hypothesis 5: Distributive fairness will be more related to job satisfaction than to affec-

tive commitment.  
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Figure 5.1: Hypothesized correlations between procedural fairness/distributive fairness and affective 
commitment/job satisfaction 

 

 
 

5.5.5 Job security and career opportunities   

 

The concepts of job security and career opportunities are both closely related to the em-

ployment relationship. Traditional long-term employment is based on a great amount of 

job security and opportunities for steady career progression, and pay mostly depends on 

position in the hierarchy and seniority (Kessler, 2000). As discussed in chapter 3.1 a new 

kind of employment relationship has developed, where employees to a greater extent are 

hired on short-term contracts often specifically related to a given project or task. This 

kind of employment relationship implies less job security and career opportunities than in 

the traditional relationship, which might influence employee affective commitment and 

job satisfaction.  
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Some researchers operate with a concept of job security which includes career aspects as 

well as concerns about being fired. Davy et al. (1997) suggest a broad definition of job 

security which includes career opportunities:  

 

“Job (in)security is defined as one’s expectations about continuity in a job situa-

tion. This definition goes beyond concern over continuation of employment with 

an employer. It includes concern over loss of desirable job features such as lack of 

promotion opportunities, current working conditions, and long-term career oppor-

tunities” (Davy et al., 1997: 323).  

 

They operationalized the concept by three questions regarding future career, promotion 

opportunities, and general job security. On the contrary, Feather and Rautner (2004) 

works with a narrower concept of job security that does not include perceptions of career 

opportunities, but focuses on the continuation of the current employment relationship. 

Landau and Hammer work with career opportunities as an independent concept and de-

fine it as: “…an employee’s interpretation of actual careers” (1986: 385). In a large study 

on job satisfaction Michael Rose distinguish between “job security” and “promotion op-

portunities” as different antecedents of job satisfaction. They are both included, though, 

under the heading of extrinsic facets – the contractual features of the job (Rose, 2003).   

  

Job security and career opportunities are central features of firms’ internal labour markets 

(FILMs): “…the chief inducements of FILMs are job security and the steady promotion 

of internal employees” (Yang, Worden, & Wilson, 2004: 671). The literature on FILMs 

thus see the two concepts as closely related but distinct. Some employees are more con-

cerned with matters of job security and some are more concerned with career opportuni-

ties. Whereas job security in the narrow sense has to do with the continuation of the cur-

rent employment relationship, career opportunities has to do with the development of the 

current employment relationship, new work tasks and responsibilities. In the dissertation 

this line of reasoning is followed operating with separate measures of job security and 

career opportunities. The concept of job security is operationalized by the question: “How 

satisfied or dissatisfied are you with the job security in your current job?” The concept of 
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career opportunities is operationalized by the question: “How satisfied or dissatisfied are 

you with the career opportunities in your job?” Affective commitment is a psychological 

attachment to an organization and job satisfaction is a psychological attachment to a par-

ticular job, so what is imperative in relation to the level of commitment and satisfaction is 

the way employees perceive their job security and career opportunities.  

 

One assumption of the traditional employment relationship is that employees repay job 

security and career opportunities by loyalty and commitment to the firm. The psychologi-

cal contract implies that employees expect job security and career opportunities and em-

ployers expect a stable and committed workforce (Rousseau, 1989). This social exchange 

depends on some degree of reciprocity and thus if one side of the equation is changing 

the other side will probably also change. In other words, if employees no longer have a 

secure employment and lack career possibilities, they will respond with less commitment 

and loyalty towards the current employer.  

 

“Perceived insecurity may reflect an individual’s perception that a firm has abro-

gated the psychological contract – important features seem threatened, the job it-

self seems at risk, or both” (Ashford, Lee, & Bobko, 1989: 808).   

 

Job insecurity and lack of career opportunities has other potential effects on employees. 

Research show that feelings of insecurity regarding the employment relationship lead to 

increased job dissatisfaction. Employees react to the stressful feeling of insecurity by af-

fectively withdrawing from the work situation, which is represented by increased job dis-

satisfaction (Davy et al., 1997). Also career opportunities have been found to influence 

job satisfaction. Career opportunities represent positive job experiences in the future, 

which lead to job satisfaction (Ashford et al., 1989). Thus we put forward the following 

hypotheses: 
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Hypothesis 6: Job security will positively affect employee affective commitment and job 

satisfaction. 

 

Hypothesis 7: Career opportunities will positively affect employee affective commitment 

and job satisfaction. 

 

Many studies on job security include career opportunities as a part of their conceptualiza-

tion, and thus it is difficult to hypothesize whether job security or future career opportuni-

ties as conceptualized in this dissertation are most important for affective commitment or 

job satisfaction. Moreover, only a few studies compare the strength of the relationship 

between job security/career opportunities and affective commitment and job satisfaction 

respectively. The ones that do are inconclusive as to which is the more likely outcome of 

job security/career opportunities. Ashford et al. (1989) found the same strong correlation 

with both commitment and satisfaction.  

 

As mentioned above affective commitment is an attachment to an organization, whereas 

job satisfaction is an attachment to a particular job. Theoretically job security/career op-

portunities can be argued to be related to job satisfaction as well as to affective commit-

ment, but the mechanisms are not the same. The relation between job security/career op-

portunities and affective commitment stems from the psychological contract, where job 

security is perceived by the employee as the employer’s willingness to engage in a long 

term relationship and career opportunities as a sign that the employer invests in the de-

velopment of employees. These behaviours by the employer are reciprocated by a high 

level of employee affective commitment. The relation between job security/career oppor-

tunities and job satisfaction are primarily explained by the stressful feelings of insecurity 

leading to affective withdrawal from the job. Since job satisfaction is the primary affec-

tive response to a job, job (in)security works as an antecedent of job satisfaction. More-

over, career opportunities are related job satisfaction via expectations of (lacking) future 

job challenges.  
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Job security in the narrow sense regards whether the employee expects the current em-

ployment relationship to continue. It regards the basis of being a part of an organization. 

Career opportunities regards future job developments and increased responsibilities, but 

does not regard the very existence of the employment relationship. Hence the main focus 

of job security is the relation with the organization, whereas the main focus of career op-

portunities is on a particular job. Thus we put forward the following hypothesis: 

 

Hypothesis 8: Job security will be more related to affective commitment than to job satis-

faction. 

 

Hypothesis 9: Job security will be more related to affective commitment than will career 

opportunities. 

 

Hypothesis 10: Career opportunities will be more related to job satisfaction than to affec-

tive commitment. 

 

Hypothesis 11: Career opportunities will be more related to job satisfaction than will job 

security. 
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Figure 5.2: Hypothesized correlations between job security/career opportunities and affective com-
mitment/job satisfaction 

 

 
 

5.5.6 Expectancies, external control, pay and variety in work 

 

The original formulation of expectancy theory can be found in “Work and motivation” by 

Victor Vroom (1964). Vroom’s ideas have been developed by Edward Lawler who uses 

an expectancy theory framework in his analyses of reward systems and motivation 

(Lawler, 2000). The main argument of expectancy theory is the importance for employee 

motivation of making rewards contingent on performance. There has to be “a line of in-

fluence”, meaning that employees expect that effort leads to performance and perform-
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ance leads to pay (effort-performance-outcome expectancies). Thus we put forward the 

following hypothesis: 

 

Hypothesis 12: Effort-performance-outcome expectancies will positively affect employee 

affective commitment and job satisfaction. 

 

On the contrary, Bruno Frey claims that under some circumstances external interventions, 

such as performance related pay systems crowd-out employee motivation. According to 

the theory of crowding-out, an external intervention crowd-out motivation if the em-

ployee perceives it to be controlling. This is more likely to be the case when rewards are 

contingent on performance:  

 

“The more a reward is contingent on the performance desired by the principal, the 

more strongly the locus of control is shifted from intrinsic to extrinsic incentives, 

and the more work morale is crowded out” (Frey, 1997: 94).  

 

This is in direct conflict with the predictions of expectancy theory. However, following 

crowding-theory we cannot predict that effort-performance-outcome expectancies will 

negatively affect motivation, since this depends on whether the intervention (linking pay 

and performance) is perceived to be controlling. The variable external control measures 

to what extent the pay interview is perceived to be controlling, and thus we put forward 

the following hypothesis:  

 

Hypothesis 13: External control will negatively affect employee affective commitment 

and job satisfaction. 

 

According to economic theory people work because they are paid to do so. Contrary to 

theories of fairness, it is the absolute amount of money that matters. Therefore employees 

earning more will also be more satisfied with their jobs. Moreover, these employees will 

also be more committed, because they have more to lose if their relationship with the firm 

is ended. Therefore we put forward the following hypothesis:    
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Hypothesis 14: Pay will positively affect employee affective commitment and job satis-

faction. 

 

According to the theory introduced by Herzberg contrasting motivation factors such as 

variety in work and hygiene factors such as pay, pay is not connected to motivation. 

Whereas economic theory predicts that higher pay leads to higher job satisfaction, Herz-

berg claims that pay only prevents employees from being dissatisfied (Herzberg, 1968; 

1993 [1959]). On the contrary variety in work is crucial for the job satisfaction of em-

ployees. Following the meta-analysis by Meyer et al. (2002) variety in work are also pre-

dicted to lead to affective commitment. Variety in work is included in what has been la-

belled “work experiences” in the literature, and these have been found to correlate highly 

with affective commitment.      

 

Hypothesis 15: Variety in work will positively affect employee affective commitment and 

job satisfaction. 

 

 
Figure 5.3: Hypothesized antecedents of organizational commitment and job satisfaction  
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6. The Connections between Reward and Motivation  
 

In order to analyze the company surveys the method of stepwise regression has been ap-

plied. The analysis comes up with eight variables significantly37 influencing affective 

commitment and nine variables significantly influencing job satisfaction. The results of 

the multiple regressions are shown in table 6.1a and 6.1b, with the corresponding degrees 

of freedom (DF), sum of squares of each effect and P value. The model regarding affec-

tive commitment explains 39% of the variance (R-Square=0.392), and the model regard-

ing job satisfaction explains 50% of the variance (R-Square=0.498). The column “Sums 

of Squares” illustrates the sums of squares of each effect, adjusted for every other effect. 

In other words this shows how much extra each variable contributes to the model – 

unique contribution to R-Square in brackets (percentage points).    

 
Table 6.1a: Variables significantly correlating with affective commitment 
 
Dependent variable:  
Affective commitment 

R-Square 0.392 
N=622 

 

 DF Sum of Squares P value 
Corrected total 621 226.051(100.0)  
Model   17   88.504  (39.2)  <.0001*** 
Independent variables    
Job security     4   12.184    (5.4) <.0001*** 
Procedural fairness     1   10.431    (4.6) <.0001*** 
Career opportunities     4     5.526    (2.4) <.0001*** 
Variety in work     2     4.110    (1.8)   0.0001*** 
External control     3     2.159    (1.0) 0.0243* 
Education     1     1.834    (0.8) 0.0047** 
Effort-performance-outcome     1     1.314    (0.6) 0.0166* 
Pay     1     0.978    (0.4) 0.0387* 
P<0.05 * P<0.01 ** P<0.001 ***  

 
The most important variables for employee affective commitment are job security and 

procedural fairness. Job security is positively correlated with affective commitment and 

adds an extra 5.4 percentage point to R-square. Procedural fairness adds an extra 4.6 to 

the explanation of affective commitment. Career opportunities and variety in work adds 

an extra 2.4 and 1.8 respectively, whereas external control, education, effort-

performance-outcome, and pay add one percentage point or less to R-square. The first 

                                                 
37 P<0.05 
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four variables are also more significant than the last four – job security, procedural fair-

ness, career opportunities, and variety in work are all significant at P< 0.01% (see table 

6.1a). The correlation between external control and affective commitment is the opposite 

as expected, which means that employees who perceive the pay interview to be a control 

of their work are more committed than other employees. The variable effort-

performance-outcome measures to what extent employees perceive they can influence 

their pay. We find a positive, though modest, correlation with affective commitment. 

Moreover, education is found to correlate significantly with affective commitment in the 

way that employees with 5 years or more education (knowledge workers) are less com-

mitted than other employees. Finally, the regression shows that pay is significantly re-

lated to affective commitment in the way that employees earning 50.000 kroner or more 

each month are more committed than other employees.  
 
 
Table 6.1b: Variables significantly correlating with job satisfaction 
 
Dependent variable:  
Job satisfaction 

R-Square 0.498 
N=644 

 

 DF Sum of Squares P value 
Corrected total 643 469.533 (100.0)  
Model   16 233.679   (49.8) <.0001*** 
Independent variables    
Career opportunities     4   16.097     (3.4)   <.0001*** 
Job security     4   14.372     (3.1) <.0001*** 
Variety in work     2   11.066     (2.4) <.0001*** 
Procedural fairness      1     7.616     (1.6) <.0001*** 
Distributive fairness     1     5.035     (1.1) 0.0003*** 
Effort-performance-outcome     1     3.862     (0.8) 0.0014** 
Seniority     1     2.385     (0.5) 0.0120* 
Gender     1     2.045     (0.4) 0.0200* 
Education     1     1.822     (0.4) 0.0281* 
P<0.05 * P<0.01 ** P<0.001 ***  

 
 

The regression on job satisfaction explains half the variance (R-Square=0.498). The most 

important variables are career opportunities (3.4), job security (3.1), and variety in work 

(2.4), procedural fairness (1.6), and distributive fairness (1.1). Those variables are all sig-

nificant at P< 0.001 (see table 6.1b). Effort-performance-outcome is significant at P<0.01 

and adds 0.8 percentage point to R-Square. The last three significant variables are back-

ground variables or demographic variables and they are significant at P<0.05 and each 

add around half a percentage point to R-Square. Education again is found to be negatively 
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correlated with the dependent variable. We also find that employees who have been with 

the firm more than 10 years are more satisfied with their job than other employees, and 

that women are more satisfied with their job than men.  

 

In order to interpret these findings, we look at the estimates of the independent variables. 

Regarding the categorical variables the effect of having a certain value on one of these 

variables cannot be interpreted in absolute terms. We have to choose a constant with 

which the other values can be compared. If we look at job security in the regression on 

affective commitment, the value of 4 (very satisfied) has been chosen as the constant – 

thus the estimates can only be interpreted relative to having the value of 4 on the job se-

curity variable. In table 6.2a we see that job security positively affects the level of organ-

izational commitment. As the level of job security decreases the organizational commit-

ment score decreases. Holding constant the other variables in the model it is predicted 

that the organizational commitment score decreases by 0.59 comparing a respondent with 

the value of 0 in job security to one having the value of 4. In other words assuming that 

two employees have the same score in the remaining seven variables in the model, and 

one is very dissatisfied with his job security, whereas the other is very satisfied with his 

job security – the very dissatisfied employee will have a commitment score which is 0.59 

lower than the commitment score of the other. In order better to understand the impact on 

organizational commitment of the different values of the variables the absolute change in 

commitment score can be recalculated as a change in percent. The decrease in commit-

ment score of 0.59 correspond to a 16.5% change of the organizational commitment 

mean38.   

 

The significant interval variables in the multiple regressions are procedural fairness, dis-

tributive fairness, and effort-performance-outcome. These variables are uniquely estima-

ble, but since these variables consist of two or three questions it is more difficult to make 

sense of the estimates. If we take procedural fairness in the regression on affective com-

mitment as an example, we see that the estimate is 0.056. Since a linear relationship with 

the dependent variable is assumed, this means that increasing the value of procedural fair-

                                                 
38 0.590/3.571=0.165 
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ness by one, the commitment score is increased by 0.056. The lowest possible value on 

procedural fairness is 0 and the highest possible value is 12, which means that holding 

constant all other significant variables in the regression, the commitment score is 0.67 

higher for an employee with the high score on procedural fairness than an employee with 

the low score on procedural fairness. Because a certain number does not correspond to a 

certain answer, this comparison makes no intuitive sense. Therefore we rely on the total 

unique effects of these variables in the analyses comparing the different kinds of rewards.   

 

The tables with the complete results of the multiple regressions on affective commitment 

and job satisfaction are shown below, but the detailed analyses of the results are carried 

out in the next sections.  
       
Table 6.2a: The estimates of each significant variable in the regression on affective commitment 
 
Dependent variable:  
Affective commitment 

Affective commitment mean: 3.571 
N=622 

Independent variables Estimate Estimate. Percent. N Standard Error P value 
Intercept  3.849   0.1267 <.0001*** 
Job security (0) -0.590 -16.5   30 0.1103 <.0001*** 
Job security (1) -0.576 -16.1   52 0.0907 <.0001*** 
Job security (2) -0.369 -10.3 140 0.0720 <.0001*** 
Job security (3) -0.264   -7.4 322 0.0633 <.0001*** 
Job security (4)  0.000        78   .   . 
Procedural fairness  0.056  622 0.0082 <.0001*** 
Career opportunities (0) -0.528 -14.8   21 0.1335 <.0001*** 
Career opportunities (1) -0.202   -5.7   94 0.0950 0.0340* 
Career opportunities (2) -0.093 NS 147 0.0840 0.2714 
Career opportunities (3) -0.015 NS 310 0.0758 0.8432 
Career opportunities (4)  0.000    50   .   . 
Variety in work (0+1) -0.286   -8.0   45 0.0850 0.0008*** 
Variety in work (2) -0.152   -4.3 271 0.0428 0.0004*** 
Variety in work (3)  0.000  306   .   . 
External control (0) -0.220   -6.2 167 0.0718 0.0023** 
External control (1) -0.174   -4.9 185 0.0710 0.0146* 
External control (2) -0.171   -4.8 207 0.0695 0.0143* 
External control (3)  0.000    63   .   . 
Education (0)  0.126    3.5 433 0.0444 0.0047** 
Education (1)  0.000  189    . 
Effort-performance-outcome  0.024  622 0.0099 0.0166* 
Pay (0) -0.110   -3.1 502 0.0530 0.0387* 
Pay (1)  0.000  120   
P<0.05 * P<0.01 ** P<0.001 ***  
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Table 6.2b: The estimates of each significant variable in the multiple regression on job satisfaction 
 
Dependent variable:  
Job satisfaction 

Job satisfaction mean: 3.793 
N=644 

Independent variables Estimate Estimate. Percent. N Standard Error P value 
Intercept  3.663   0.1434 <.0001*** 
Career opportunities (0) -0.920 -24.3   21 0.1702 <.0001*** 
Career opportunities (1) -0.557 -14.7   98 0.1190 <.0001*** 
Career opportunities (2) -0.258   -6.8 158 0.1053 0.0146* 
Career opportunities (3) -0.205   -5.4 315 0.0959 0.0325* 
Career opportunities (4)  0.000    52   .   . 
Job security (0) -0.780 -20.6   30 0.1405 <.0001*** 
Job security (1) -0.409 -10.8   54 0.1141 0.0004*** 
Job security (2) -0.272   -7.2 145 0.0900 0.0026** 
Job security (3) -0.150    NS 332 0.0790 0.0582 
Job security (4)  0.000    83   .   . 
Variety in work (0+1) -0.507 -13.4   47 0.1062 <.0001*** 
Variety in work (2) -0.211   -5.6 279 0.0534 <.0001*** 
Variety in work (3)  0.000  318   .   . 
Procedural fairness  0.062  644 0.0137 <.0001*** 
Distributive fairness  0.046  644 0.0127 0.0003*** 
Effort-performance-outcome  0.040  644 0.0126 0.0014** 
Seniority (0) -0.135   -3.6 442 0.0538 0.0120* 
Seniority (1)  0.000  202   
Gender (0)  0.117    3.1 303 0.0504 0.0200* 
Gender (1)  0.000  341   
Education (0)  0.119    3.1 450 0.0543 0.0281* 
Education (1)  0.000  194    . 
P<0.05 * P<0.01 ** P<0.001 ***  

 

6.1 Procedures are more important than Outcomes 
 

The results of the multiple regressions on affective commitment and job satisfaction show 

that distributive fairness is significantly related to job satisfaction, but not significantly 

related to affective commitment – hypothesis 1 is therefore only partly confirmed. Proce-

dural fairness is found to be positively related to affective commitment and to job satis-

faction – making hypothesis 2 confirmed. 

 

A reason for the lacking correlation between distributive fairness and affective commit-

ment may be that distributive fairness in this dissertation regards the issue of pay. In the 

meta-analyses on which the hypotheses are primarily based, there is no distinction among 

different issues of distributive fairness. The studies on distributive fairness and organiza-

tional commitment include very different issues, such as the introduction of a smoking 

ban (Greenberg, 1994),  restructuring of job classifications (Lowe & Vodanovich, 1995), 
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tenure and promotion decision (Ambrose & Cropanzano, 2003), and pay etc. To my 

knowledge no study has systematically examined possible differences in the effects of 

distributive justice on affective commitment for different issues. It may be that distribu-

tive justice is a predictor of affective commitment as regards only some issues, and that 

the relation is more context specific than hitherto assumed. In other words type of distri-

bution or subject matter interacts with the relationship between distributive fairness and 

affective commitment. But what would substantiate the differences between pay and 

other issues regarding the correlation of distributive justice and affective commitment?   

 

Folger and Konovsky studied employee reactions to pay raise decisions (1989) and found 

no significant contribution of distributive fairness to organizational commitment, but a 

strong correlation between procedural fairness and commitment. They distinguish be-

tween what they call instrumental and non-instrumental aspects of procedures. The in-

strumental aspects are when procedures are only means for a fair distribution – e.g. when 

specific procedures are used to measure performance precisely. These aspects of proce-

dures, though, are removed when controlling for the effects of distributive fairness, and 

then only the non-instrumental aspects remain. Procedures are ends in themselves mean-

ing that “…they also provide intangible or symbolic outcomes, such as respect” (Folger 

et al., 1989: 126). The involvements of employees in pay raise decisions and good com-

munication demonstrate respect for their personal opinion. Distributive fairness regarding 

the exchange of labour for pay is not statistically significant when controlling for proce-

dural fairness. According to the authors, this is because:  

 

“Employees have already paid for their compensation by providing labour, so an 

organization is showing employees no additional respect beyond what they have 

already earned” (Folger et al., 1989: 127).  

 

There is nothing that distinguishes the organization from other organizations, since all are 

expected to pay “a fair day’s pay for a fair day’s work”, and therefore distributive fair-

ness does not influence employee affective commitment.  
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Contrary to the expectation derived from the meta-analyses and other articles, we find 

that distributive fairness is not related to affective commitment, and this is argued to stem 

from the specific subject matter of pay, which is analysed in this dissertation. Since the 

exchange of labour for pay is such an integrated part of work organizations and often 

regulated through collective agreements, fairness regarding the distribution does not have 

implications for employee commitment. When it comes to job satisfaction, distributive 

fairness is more relevant because it is an affective state directed towards a particular job. 

Job satisfaction is a personal outcome contrary to affective commitment, which is an or-

ganizational outcome (McFarlin et al., 1992).  

 

Hypotheses 3, 4, and 5 regard the contributions of the fairness measures to affective com-

mitment and job satisfaction respectively. Hypothesis 3 states that procedural fairness 

will be more related to affective commitment than to job satisfaction. From table 6.3a we 

see that procedural fairness adds an extra 4.6 percentage points to R-square, whereas the 

contribution to job satisfaction is 1.6 percentage points. Hypothesis 4 is also corroborated; 

procedural fairness is more related to affective commitment than is distributive fairness, 

since the latter is non-significant. Similarly hypothesis 5 is also confirmed in stating that 

distributive fairness will be more related to job satisfaction than to affective commitment. 

Whether distributive fairness or procedural fairness was the best predictor of job satisfac-

tion was not the subject of hypothesizing, because the literature showed ambiguous re-

sults. In the multiple regression procedural fairness turned out to be a slightly better pre-

dictor of job satisfaction than distributive fairness – 1.6 and 1.1 respectively added to R-

square (see table 6.3a).  
  
Table 6.3a: The change in R-square uniquely attributed to distributive fairness and procedural fair-
ness respectively. Stepwise regressions on affective commitment and job satisfaction. Percentage 
point. 
 
 R-square change 
 Affective commitment Job satisfaction 
Procedural fairness 4.6*** 1.6*** 
Distributive fairness NS 1.1*** 
P<0.05 * P<0.01 ** P<0.001 ***  

 

The above discussions focussed on the finding that distributive fairness does not contrib-

ute significantly to affective commitment. In order to examine further the role of fairness 
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for affective commitment and job satisfaction and particularly the lacking relationship 

between distributive fairness and commitment, separate regressions by education and 

firm have been conducted. As a reason for the missing relationship between distributive 

fairness and affective commitment, it was suggested that the issue of pay has such an in-

stitutionalized role in work organizations that the fairness of distributions does not influ-

ence affective commitment towards the organization. The idea behind doing separate re-

gressions by education and firm is to look more into possible contextual limitation or dif-

ferences in the relationships found. It might be that educational group or firm function as 

interaction variables changing the strength of the correlations found in the general regres-

sion.  

 
Table 6.3b: The change in R-square uniquely attributed to distributive fairness and procedural fair-
ness respectively. Stepwise regressions on affective commitment and job satisfaction by education 
and firm. Percentage point. 
 
  R-square change 
  Affective commitment Job satisfaction 
Education    
5 years or more Procedural fairness 7.0*** 5.4*** 
4 years or less Procedural fairness 6.5*** 0.9** 
5 years or more Distributive fairness NS NS 
4 years or less Distributive fairness NS 1.5*** 
Firm    
IT Procedural fairness 7.5*** 1.6** 
Pharma Procedural fairness 2.2** 2.2*** 
IT Distributive fairness NS 2.1*** 
Pharma Distributive fairness NS NS 
P<0.05 * P<0.01 ** P<0.001 ***  

 

The results of the four separate regressions reveal that there are no significant relations 

among distributive fairness and affective commitment in any of the firms or in the educa-

tional groups. In two of the regressions on job satisfaction the effect of distributive fair-

ness has actually disappeared. Distributive fairness does not contribute to job satisfaction 

for the group of highly educated and for employees in Pharma. On the other hand, the 

contribution of distributive fairness to job satisfaction for the group of less educated (1.5) 

and for employees in IT (2.1) is greater than was the case in the total regression (1.1).  
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6.2 Knowledge Workers and Procedural Fairness 

 

Looking at the regression by education we see as mentioned above that distributive fair-

ness only contribute to job satisfaction as regards the less educated. There is still no sig-

nificant correlation between distributive fairness and affective commitment for this group. 

The result, however, indicate that distributive fairness is most important for the less edu-

cated, and therefore education could play a role regarding the lacking relationship. The 

educational level in the two knowledge intensive firms is very high compared to the gen-

eral labour market, and that might account for the relatively minor importance of distribu-

tive fairness.  

 

Comparing the two educational groups on the importance of procedural fairness the re-

gressions show that regarding affective commitment procedural fairness is almost equally 

and highly influential. However, this is not the case for the job satisfaction regressions, 

which show that for the highly educated the contribution of procedural fairness is 5.4 per-

centage point and only 0.9 percentage point for the less educated.  

 

The literature on organizational fairness does not discuss the relative importance of fair-

ness for different kinds of employees. My analyses show that educational level moderates 

the relation between procedural fairness and job satisfaction. As mentioned above proce-

dural fairness is more related to job satisfaction of knowledge workers than to job satis-

faction of less educated employees. The moderating effect of education on the relation 

between distributive fairness and job satisfaction is the opposite – only job satisfaction of 

employees with 4 years or less education is influenced by distributive fairness. There is 

no moderating effect of education on the relation between procedural fairness and affec-

tive commitment. 

 

The self-interest model and the group value model suggest two different causal mecha-

nisms to be at work between procedural fairness and motivation, and thus we have two 

main explanations for the finding that education moderates the relationship between pro-

cedural fairness and job satisfaction. In the self-interest model focus is on process control 
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as a mean to outcome control in the long run. Employees with a long formal education 

are more aware of the importance of procedures for securing good outcomes and are 

more able to use the procedures to their own advantage, and thus procedural fairness is 

more important to them. In the group value model focus is on socialization, and the main 

reason why procedural fairness is most important for knowledge workers has to do with 

“voice”. Through their long formal education they have been used to argue, to express 

their opinion, and therefore they value procedural fairness more than other employees.   

 

6.3 A New Role for Unions? 

 

The regressions by firm show that perceptions of fairness are more important for em-

ployee commitment and satisfaction in IT than in Pharma. In IT the contribution of dis-

tributive fairness to job satisfaction (2.1) and of procedural fairness to affective commit-

ment (7.5) are greater than in any of the other regressions. In Pharma there are no signifi-

cant correlations as regards distributive fairness, and the contribution of procedural fair-

ness to affective commitment is very low (2.2) compared to the general picture.  

 

One of the most obvious differences between IT and Pharma is the condition of employ-

ment in the two firms. As described in chapter 4.5 all employees in IT has an individual 

contract, whereas 71% of the employees in Pharma are working under some kind of col-

lective agreement.  

 

In the article by: “Union and Procedural Justice: An Alternative to the “Common Rule”” 

(Marsden, 2004a), David Marsden is arguing that unions might have a new role to play in 

ensuring procedural justice of incentive systems. The old role of the unions, which he 

calls the “common rule”, was to make sure that employees were paid a minimum rate and 

that the same rewards were given for comparable jobs. This role conflicts with employers 

attempts to link pay with individual performance or group performance. Often a problem 

with these incentive systems is that many employees do not trust their managers to oper-

ate the systems in a fair way, and therefore the systems lose the power to motivate. With-



 159

out going into details Marsden suggests that unions could work to the advantage of both 

employees and employers by intervening in one or more key areas, such as (Marsden, 

2004a: 137):  

 

• “the operation of the PRP schemes and performance management;  

• the choice of incentives that employees feel are appropriate for their work; 

• conveying employees’ views on measurement difficulties”  

 

In Pharma the different unions have been involved in the construction of the reward sys-

tems, and management cannot change the functioning of the system without asking the 

particular union.   

 

If we return to the finding that employee perceptions of procedural justice does not influ-

ence affective commitment nearly as much in Pharma as in IT, we claim that this is due 

to the different influence of unions. Employees working under a collective agreement ne-

gotiated by a union assume that the reward system functions in a fair way and therefore 

involvement in the process and communication (procedural fairness) is not as important 

for affective commitment in this group. In other words, perceived unfairness does not 

translate into lower levels of affective commitment to the same extent as it does for em-

ployees with an individual contract. The line of thought is illustrated in figure 6.1 below: 

     
Figure 6.1: The moderating effect of condition of employment on the relationship between proce-
dural fairness and affective commitment  

  
 

Procedural fair-
ness 

Affective com-
mitment 

Condition of 
employment 
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Condition of employment (whether you work under a collective agreement or not) mod-

erates the relationship with affective commitment. In order to test this proposition, we 

look at the two different groups of employees in Pharma, thereby controlling for possible 

influences caused by firm specific circumstances. We saw in the regression by firm that 

procedural fairness was more related to commitment for employees in Pharma than for 

employees in IT, and now we want to see if this might be due to the influence of unions. 

A multiple regression by condition of employment on affective commitment including 

only employees in Pharma shows an interesting difference. For non-union employees the 

unique contribution of procedural fairness to R-square is 5.4 percentage points, whereas 

procedural fairness is non-significant for union employees. With some reservations be-

cause of the low number of respondents in these regressions, this supports the proposition 

that condition of employment moderates the relationship between procedural fairness and 

affective commitment.  

 

Therefore the presence of unions (collective agreements) influence the way perceptions 

of fairness translate into commitment to the firm. Employees working under a collective 

agreement assume the existence of fairness, whereas other employees are more sceptical 

towards a reward system that lacks involvement and transparency. In that way collective 

agreements can be seen as a possible buffer for firms, who want to have a highly commit-

ted workforce. Moreover, unions can get a new role as active participants in the devel-

opment and evaluation of new kinds of reward practices.  

        

6.4 Job Security is still important 

 

The results of the multiple regression on affective commitment show that job security and 

career opportunities are both significantly related to affective commitment, and therefore 

hypothesis 6 is confirmed. Job security and career opportunities also both correlate posi-

tively with job satisfaction – making hypothesis 7 confirmed.  
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In order to confirm or disconfirm the hypotheses 8, 9, 10, and 11, we have calculated the 

unique contribution of each variable to the explained variance (see table 6.4).   

 
Table 6.4: The change in R-square uniquely attributed to job security and career opportunities re-
spectively. Stepwise regressions on affective commitment and job satisfaction.  
 
 R-square change %-point 
 Affective commitment Job satisfaction 
Job security 5.4*** 3.1*** 
Career opportunities 2.4*** 3.4*** 
P<0.05 * P<0.01 ** P<0.001 ***  
 

From table 6.4 we see that job security adds an extra 5.4 percentage points to R-square in 

the regression on affective commitment, whereas its contribution to R-square in the re-

gression on job satisfaction is 3.1 percentage points. Hence we confirm hypothesis 3 that 

job security is more related to affective commitment than to job satisfaction. Hypothesis 

4 is also confirmed – job security is a stronger predictor of affective commitment than 

career opportunities. Hypothesis 5 regards the influence of career opportunities on the 

dependent variables. Career opportunities improve R-square by 2.4 percentage points in 

the regression on affective commitment and R-square are improved by 3.4 percentage 

points in the job satisfaction regression, and therefore hypothesis 5 is also corroborated. 

Finally it was hypothesized that career opportunities would be a better predictor of job 

satisfaction than would job security. From table 3 we see that the unique contributions to 

R-square are almost similar – 3.1 and 3.4 percentage points respectively. The difference 

in favour of career opportunities is too small to confirm hypothesis 6. 
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Table 6.5a: The estimates of job security and career opportunities in the multiple regression on af-
fective commitment 
 
Dependent variable:  
Organizational commitment 

Organizational commitment mean: 3.571 
N=622  R-square = 0.392  

Independent variables Estimate Estimate Percent N Standard Error P value 
Intercept 3.849   0.1267 <.0001*** 
Job security (0) -0.590 -16.5   30 0.1103 <.0001*** 
Job security (1) -0.576 -16.1   52 0.0907 <.0001*** 
Job security (2) -0.369 -10.3 140 0.0720 <.0001*** 
Job security (3) -0.264   -7.4 322 0.0633 <.0001*** 
Job security (4)  0.000        78   .   . 
Career opportunities (0) -0.528 -14.8   21 0.1335 <.0001*** 
Career opportunities (1) -0.202   -5.7   94 0.0950 0.0340* 
Career opportunities (2) -0.093 NS 147 0.0840 0.2714 
Career opportunities (3) -0.015 NS 310 0.0758 0.8432 
Career opportunities (4)  0.000    50   .   . 
P<0.05 * P<0.01 ** P<0.001 ***  

 
Table 6.5a shows the estimates of the different values of the independent variables job 

security and career opportunities. The estimates are relative to the value of (4), which 

equals the answer “very satisfied”. Thus employees, who are very dissatisfied (0) with 

their job security, score 0.59 less on the commitment scale than employees, who are very 

satisfied (4). This is the result when controlling for all the other variables in the regres-

sion. Given the organizational commitment mean on 3.571 the estimate in percent can be 

calculated, and thus the commitment score of employees, who are very dissatisfied with 

their job security is 16.5% less than the score of very satisfied employees. From table 

6.5a we see that job security significantly correlates with affective commitment for all 

values below (4). The strongest effect on commitment is found when employees are very 

dissatisfied (0) or dissatisfied (1) – around 16%. It falls to 10.3% for the neutral value (2) 

and 7.4% for satisfied employees (3).  

 

Regarding career opportunities, the relation with affective commitment is somewhat 

weaker. Only employees who are very dissatisfied (0) or dissatisfied (1) with their career 

opportunities are significantly less committed to the organization. The effect is quite 

strong for those who are very dissatisfied – 14.8% less in commitment score – whereas 

the effect and the significance of being dissatisfied are much weaker. 
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Table 6.5b: The estimates of job security and career opportunities in the multiple regression on job 
satisfaction 
 
Dependent variable:  
Job satisfaction 

Job satisfaction mean: 3.793 
N=644  R-square = 0.498 

Independent variables Estimate Estimate. Percent. N Standard Error P value 
Intercept  3.663   0.1434 <.0001*** 
Career opportunities (0) -0.920 -24.3   21 0.1702 <.0001*** 
Career opportunities (1) -0.557 -14.7   98 0.1190 <.0001*** 
Career opportunities (2) -0.258   -6.8 158 0.1053 0.0146* 
Career opportunities (3) -0.205   -5.4 315 0.0959 0.0325* 
Career opportunities (4)  0.000    52   .   . 
Job security (0) -0.780 -20.6   30 0.1405 <.0001*** 
Job security (1) -0.409 -10.8   54 0.1141 0.0004*** 
Job security (2) -0.272   -7.2 145 0.0900 0.0026** 
Job security (3) -0.150    NS 332 0.0790 0.0582 
Job security (4)  0.000    83   .   . 
P<0.05 * P<0.01 ** P<0.001 ***  

 

The correlations between career opportunities/job security and job satisfaction are sig-

nificant and quite strong. Especially very low levels of the independent variables have a 

great impact on commitment – 24.3% and 20.6% respectively. Unlike the relation be-

tween career opportunities and affective commitment, all levels of satisfaction with ca-

reer opportunities below “very satisfied” are significant in the regression on job satisfac-

tion.  

 

Table 6.5a show that there is a significant negative effect on affective commitment at 

every level of job security compared to the highest level: very satisfied (4). The largest 

group consisting of more than half of the respondent, who are satisfied (3) with their job 

security are significantly less committed that those who are very satisfied. It does not 

seem to matter whether you are very dissatisfied (0) or just dissatisfied (1) with the job 

security – these employees are 16% less committed to the firm than those who are very 

satisfied. The large group of employees who are satisfied with their job security are not 

less satisfied with their job than those employees, who are very satisfied with their job 

security. This is where we see one of the differences in the effects on the dependent vari-

ables – in order to result in lower levels of job satisfaction, the level of job security must 

be 0, 1 or 2. Job security is closely related to affective commitment because it regards the 

basis of the employment relationship and hence even small differences compared to being 

very satisfied affect the level of commitment. On the contrary only job insecurity leads to 
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less job satisfaction, because only the lower levels on this variable result in stressful feel-

ings and affective withdrawal from the job. We see in table 6.5b that especially the effect 

of being very dissatisfied with job security is large39.     

 

When it comes to career opportunities, the causal mechanisms are different, which we see 

in the pattern of correlations with the dependent variables. Table 6.5b shows that career 

opportunities influence the level of job satisfaction. Even employees who are satisfied (3) 

with their career opportunities are less satisfied with their job than employees who are 

very satisfied (4) with their career opportunities. When we look at those employees who 

are very dissatisfied (0) or dissatisfied (1) with their career opportunities the effect on job 

satisfaction, though, is much stronger and more significant40. The relations between ca-

reer opportunities and affective commitment are weaker and less significant. Only the 

two lowest levels on career opportunities result in lower levels of commitment. Career 

opportunities are closely related to job satisfaction, because it involves expectations of 

future job challenges and the possibilities of personal development. The relation with af-

fective commitment are more diffuse and regards whether the employer in general are 

willing to invest in the development of employees.       

 

In order to find out more about the connections between job security/career opportunities 

and affective commitment/job satisfaction, we have carried out separate regressions by 

education and firm.  

 

6.5 The Effect of Job Security is moderated by Education and 

Firm 

  
In order to go more into detail regarding the influence of job security/career opportunities 

on the dependent variables, we analyse the results of the separate regressions by educa-

tion and firm. The main results of the separate regressions are shown in table 6.6 below: 

 
                                                 
39 Only around 5% of the employees are very dissatisfied with their job security.  
40 Almost 20% of the employees are dissatisfied or very dissatisfied with their career opportunities. 
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Table 6.6: The change in R-square uniquely attributed to job security and career opportunities re-
spectively. Stepwise regressions on affective commitment and job satisfaction by education and 
firm. Percentage point. 
 
  R-square change 
  Affective commitment Job satisfaction 
Education    
5 years or more Job security 2.6* 3.2** 
4 years or less Job security 7.5*** 2.7*** 
5 years or more Career opportunities 2.7* 4.0** 
4 years or less Career opportunities 2.5*** 5.7*** 
Firm    
IT Job security 4.5*** 3.5*** 
Pharma Job security 6.3*** 6.0*** 
IT Career opportunities 2.8** 4.0*** 
Pharma Career opportunities 2.2* 4.7*** 
P<0.05 * P<0.01 ** P<0.001 ***  

 

Table 6.6 shows that the effect of job security on affective commitment is moderated by 

education. Job security is more important for employees who has 4 years or less educa-

tion (7.5 vs. 2.6). This is not the case for the effect on job satisfaction (2.7 vs. 3.2). There 

does not seem to be any moderating effects of education on the relationship between ca-

reer opportunities and affective commitment, whereas career opportunities are most im-

portant for the less educated (5.7 vs. 4.0).  

 

These findings show a pattern that partly deviates from the findings of the general regres-

sion. In the general regression we find that job security is more related to affective com-

mitment than to job satisfaction, but this is only the case for employees with 4 years or 

less education, whereas job security for knowledge workers is almost equally related to 

the two dependent variables. Comparing the educational groups we see that job security 

is much more related to affective commitment for employees with 4 years or less educa-

tion than for knowledge-workers. Moreover, the correlation between career opportunities 

and job satisfaction is stronger and more significant for the group of less educated em-

ployees. The moderating effects are illustrated in figure 6.2 below.  
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Figure 6.2: The moderating effects of education on the relationship between job security and affec-
tive commitment and on the relationship between career opportunities and job satisfaction 

    
The cause of these moderating effects might be that less educated employees have a more 

traditional view on the employment relationship, which includes a stronger emphasis on 

job security and career opportunities. In other words their psychological contract with the 

employer is different (May, Korsczynski, & Frenkel, 2002: 777). One characteristic of 

the traditional employment relationship is that firms’ internal labour markets play an im-

portant role in the future career of employees. In table 6.7 below we see that the two 

groups have a different focus. The table is based on a question about pay comparisons 

and whether comparison other is internal or external. There is a significant difference in 

the choice of comparison other and hence whether focus is internal or external. Among 

knowledge workers 68% focus on external comparisons, whereas this is the case for 55% 

of the less educated.  

 
Table 6.7: The choice of comparison other regarding pay comparisons, by education (N=685) 
 
 4 years or less 5 years or more 
Internal comparisons   45   32 
External comparisons   55   68 
Total 100 100 
Chi-Square=10.38   P= 0.001 
 

The multiple regression by firm shows that there is a moderating effect on the relation-

ship between job security and motivation. The unique contribution to R-square of job se-

curity on affective commitment is 6.3 in Pharma and 4.5 in IT, whereas the same num-

Job security Affective com-
mitment 

Education 

Career opportu-
nities 

Job satisfaction 
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bers are 6.0 and 3.5 regarding the effect of job security on job satisfaction. There is no 

difference in the importance of career opportunities between the firms. 

 

The difference between the firms regarding the importance of fairness was explained by 

the influence of unions in Pharma. Again the fact that most employees in Pharma have 

another employment relationship than employees in IT might be of interest. The qualita-

tive interviews were marked by some differences regarding attitudes towards job security. 

The typical response from employees in IT was in brief:  

 

• It is basically your own responsibility 

• If you do your job well you have job security 

• I do not worry about that  

 

The typical response in Pharma was in brief: 

 

• We have good job security  

• We try to help each other  

• Job security is important  

 

We have to remember, though, that the variable job security is still significantly corre-

lated with the dependent variables in both firms. What we are trying to explain is the dif-

ferent strength of the correlations.  

 

Assuming that to some extent, employees influence the type of employment relationship 

they have, it is obvious to suggest that employees, who care more about job security, will 

tend to work under a collective agreement. Therefore we want to find out whether condi-

tion of employment influences the importance of job security. We compare the two 

groups within Pharma (employees with a collective agreement and employees with an 

individual contract) in order to neutralize the effect of firm specific conditions. The sepa-

rate regressions by condition of employment within Pharma show that job security is non-

significant regarding both dependent variables for employees with an individual contract, 
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whereas job security is highly correlated with affective commitment and job satisfaction 

for employees with a collective agreement.  

 

This result indicates that we are dealing with two different types of employees: one who 

attach great importance to job security and who react by lower commitment or job dissat-

isfaction if this part of the social exchange is not satisfied, and one who does not expect 

job security to be a part of the social exchange with the firm, and thus where the level of 

job security does not influence affective commitment or job satisfaction. The finding that 

job security is significantly correlated with the dependent variables in IT where all em-

ployees are on individual contracts, but not for employees in Pharma with on individual 

contracts, might imply that some employees in IT would choose another kind of em-

ployment relationship if possible.  

 

 6.6 The Missing Effect of Crowding-Out 

 

In this section we look at four different independent variables and their connection with 

affective commitment and job satisfaction. The variable effort-performance-outcome is 

an operationalization of the main argument of expectancy theory that motivation is a 

function of the perceived connection between effort, performance, and outcome. The 

variable external control is an operationalization of the main argument in crowding the-

ory that an external intervention crowds-out intrinsic motivation if it is perceived to be 

controlling. The variable pay is an operationalization of the general argument in eco-

nomic theory that employees are motivated by money. The variable variety in work is an 

operationalization of the general argument in psychological theory that employees are 

motivated by work itself.   

 

The multiple regressions on affective commitment and job satisfaction show that effort-

performance-outcome correlates positively with both dependent variables. This confirms 

hypothesis 12. The variable external control is found to correlate positively with affective 

commitment, whereas there is no significant correlation with job satisfaction. Hypothesis 
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13 is therefore not confirmed, since it was expected that external control would correlate 

negatively with both dependent variables. Pay is significantly related to affective com-

mitment, but not to job satisfaction, and thus hypothesis 14 is only partly confirmed. Va-

riety in work correlates positively with affective commitment as well as with job satisfac-

tion. Thus hypothesis 15 is confirmed.  

 
Table 6.8: The change in R-square uniquely attributed to effort-performance-outcome, external con-
trol, variety in work, and pay. Stepwise regressions on affective commitment and job satisfaction.  
 
 R-square change %-point 
 Affective commitment Job satisfaction 
Effort-performance-outcome 0.6* 0.8** 
External control 1.0* NS 
Variety in work 1.8*** 2.4*** 
Pay 0.4* NS 
P<0.05 * P<0.01 ** P<0.001 ***  

 

It is interesting when unexpected results occur, such as the finding that perception of con-

trol leads to a higher level of commitment and not to a lower level of commitment. Even 

though the strength of the correlation is only moderate, it seriously questions the validity 

of crowding theory in the case of knowledge-intensive firms. On the other hand, it also 

makes it more important to look for possible problems of reliability or validity. The ques-

tion used to operationalize perception of control sounds: “To what extent do you perceive 

the annual pay interview / rating41 as a control of your work?” In table 6.9a we see that 

employees answering “to a great extent” (3) have a higher commitment score than em-

ployees answering “to a certain extent” (2), “to a low extent” (1) or “not at all” (0). Those 

who perceive that the interview or rating is “not at all” controlling have the lowest score, 

and this result is also the most significant (P<0.01).  

 

 

 

 

 

 

                                                 
41 In Pharma-DK they have a pay interview every year which is separated from the appraisal interview. In 
IT-DK they have an appraisal interview, which include a rating that determines the size of their pay raise.  
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Table 6.9a: The estimates of variety in work, external control, effort-performance-outcome, and ex-
ternal control in the regression on affective commitment 
 
Dependent variable:  
Affective commitment 

Affective commitment mean: 3.571 
N=622 

Independent variables Estimate Estimate. Percent. N Standard Error P value 
Intercept  3.849   0.1267 <.0001*** 
Variety in work (0+1) -0.286   -8.0   45 0.0850 0.0008*** 
Variety in work (2) -0.152   -4.3 271 0.0428 0.0004*** 
Variety in work (3)  0.000  306   .   . 
External control (0) -0.220   -6.2 167 0.0718 0.0023** 
External control (1) -0.174   -4.9 185 0.0710 0.0146* 
External control (2) -0.171   -4.8 207 0.0695 0.0143* 
External control (3)  0.000    63   .   . 
Effort-performance-outcome  0.024   0.0099 0.0166* 
Pay (0) -0.110   -3.1 502 0.0530 0.0387* 
Pay (1)  0.000  120   
P<0.05 * P<0.01 ** P<0.001 ***  

 
 
During the qualitative interviews employees were asked about their interpretation of this 

question and some replied that they do not see control as something negative. Actually, 

control can be seen as something positive meaning that the superior (the firm) takes em-

ployee effort seriously and uses time and energy to evaluate performance. On the con-

trary, lack of control can be perceived as careless management and lack of recognition.  

 

Frey contrasts controlling interventions with supportive interventions and claims that 

crowding-out is relevant, when an external intervention is perceived to be controlling. 

This contrast cannot be found in IT-DK and Pharma-DK. Some employees do not per-

ceive control and support as opposites, but more as complementary aspects of the exter-

nal intervention in shape of an evaluation or rating. In that way support presupposes some 

kind of control, because otherwise the system can be seen as laissez faire instead of fair. 

One might argue that the wording of the question should have been different. Using 

“negative control” instead of “control” would probably lead to another result, but that 

would be like asking if the employees perceived the interview or rating to be a negative 

experience, and of course negative job experiences is detrimental to commitment and sat-

isfaction. The point here is that control is not necessarily perceived to be negative and as 

regards knowledge intensive firms, crowding theory seems to have some limitations. The 

perception of control in relation to the reward system is not found to be detrimental to 

affective commitment or to job satisfaction.  
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Another objection against this finding is that a single item measure is not reliable enough, 

and thus the validity of crowding theory has not been limited. If external control were just 

found to be insignificant in the multiple regression this argument would be much stronger, 

but since we find a small positive effect on affective commitment, there seem to be a flaw 

in the argument of the theory. Moreover, the connections found between effort-

performance-outcome and the dependent variables are also indirectly supporting the con-

clusion that crowding out is not an important issue in knowledge intensive firms.      

 

Even though the confirmation of the hypotheses regarding expectancy theory is not di-

rectly a disconfirmation of the predictions of crowding-theory, it is indirectly an argu-

ment against the presence of a crowding-effect in knowledge intensive firms. We find a 

positive effect on affective commitment and job satisfaction for employees who perceive 

that there is a connection between effort, performance, and reward. In other words, per-

formance contingent rewards are not shifting the locus of control away from the em-

ployee as predicted by Frey (1997: 94), or alternatively, this is not seen as a problem. Ac-

cording to crowding theory, performance contingent rewards are the most intrusive and 

thus most detrimental to motivation. The present findings show that rewards contingent 

on performance make employees more satisfied with their job and more committed to the 

firm. It can be argued that these types of rewards actually strengthen self-determination, 

because employees are able to influence the process and more likely to achieve desired 

outcomes (Eisenberger & Cameron, 1996). Expectancy theory focuses on the “line of in-

fluence”, i.e. that anticipated rewards motivate employees, but neglects the aspect of self-

determination as a motivator.  

 

Pay – the absolute amount of money received each month – is only modestly correlated 

with affective commitment and is non-significant regarding job satisfaction. On the con-

trary, variety in work is quite strongly correlated with affective commitment and with job 

satisfaction. Variety in work is also more related to the dependent variables than effort-

performance-outcome. As regards job satisfaction, variety in work is one of the most in-

fluential variables. Table 6.9b below shows that compared to employees who answer “to 
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a great extent” (3) to the question of variety in work, other employees are significantly 

less satisfied with their job. Answering “to a low extent” (1) or “not at all” (0) to this 

question worsen the job satisfaction score by 0.5 (13%).   

 
Table 6.9b: The estimates of variety in work and effort-performance-outcome in the multiple regres-
sion on job satisfaction 
 
Dependent variable:  
Job satisfaction 

Job satisfaction mean: 3.793 
N=644 

Independent variables Estimate Estimate. Percent. N Standard Error P value 
Intercept  3.663   0.1434 <.0001*** 
Variety in work (0+1) -0.507 -13.4   47 0.1062 <.0001*** 
Variety in work (2) -0.211   -5.6 279 0.0534 <.0001*** 
Variety in work (3)  0.000  318   .   . 
Effort-performance-outcome  0.040   0.0126 0.0014** 
P<0.05 * P<0.01 ** P<0.001 ***  

  

In order to look more into the effects of these four variables on affective commitment and 

job satisfaction, we have conducted separate multiple regressions by education and by 

firm.   

   

6.7 Knowledge-Workers and Performance Related Pay 

 

The results of the multiple regressions by education are shown in table 6.10 below. The 

most striking difference between this regression and the general regression is that the ef-

fect of effort-performance-outcome on the dependent variables is moderated by education. 

We find rather strong connections between e-p-o and affective commitment/job satisfac-

tion for knowledge-workers, but no significant effects for employees with less education. 

Moreover, the significance of pay is also confined to knowledge-workers. Variety in 

work is significant regarding both groups and both dependent variables.   
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Table 6.10: The change in R-square uniquely attributed to e-p-o, external control, variety in work, and 
pay. Stepwise regressions on affective commitment and job satisfaction by education. Percentage 
point. 

 
  R-square change 

  Affective commitment Job satisfaction 
Education    
5 years or more E-p-o 2.3** 2.9** 
4 years or less E-p-o NS NS 
5 years or more External control NS NS 
4 years or less External control 1.3* NS 
5 years or more Variety in work 3.3** 1.1* 
4 years or less Variety in work 1.5** 1.8*** 
5 years or more Pay NS 2.2** 
4 years or less Pay NS NS 
P<0.05 * P<0.01 ** P<0.001 ***  

 

The finding that effort-performance-outcome is only significantly related to motivation 

for knowledge workers can be explained by the fact that this group of employees would 

gain more from a closer connection between effort, performance, and outcome, because 

of their higher qualifications. A closer link between pay and performance would increase 

pay differentials among employees for the benefit of knowledge workers and in line with 

expectancy theory, e-p-o is a better predictor of motivation for this group of employees.  

 

In order to explain the finding that pay correlates with job satisfaction for knowledge 

workers, but not for employees with less education, we take a look at the distribution of 

the answers on this variable (see table 6.11 below).  

 
Table 6.11: Income by education (N=703) 

 4 years or less 5 years or more 
0-49.999   76   41 
50.000-   24   59 
Total 100 100 
Chi-Square=58.58   P< 0.001 
 

Not surprisingly there is a clear connection between educational level and income. The 

purpose of showing this table is to make probable that since only around one in four em-

ployees with 4 years or less education is paid 50.000+ each month, this is not an expected 

part of the social exchange and thus does not influence the level of job satisfaction. On 

the contrary, knowledge-workers expect to get more money out of the exchange with the 

employer and thus it significantly influences job satisfaction, whether you receive more 
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or less than 50.000 kr. In other word, the specific amount chosen to separate two groups 

affects the results. No significant effects of pay is found, when the variable is used as an 

interval variable, which means that there is no linear relationship between pay and any of 

the dependent variables.  

 

In table 6.12 below we see that employees in Pharma are motivated by effort-

performance-outcome, whereas employees in IT are not.  

 
Table 6.12: The change in R-square uniquely attributed to e-p-o, external control, variety in work, and 
pay. Stepwise regressions on affective commitment and job satisfaction by firm. Percentage point. 
 
  R-square change 
  Affective commitment Job satisfaction 
Firm    
IT E-p-o NS NS 
Pharma E-p-o 3.8*** 3.3*** 
IT External control NS NS 
Pharma External control NS NS 
IT Variety in work 3.6** 3.1*** 
Pharma Variety in work 1.8* 3.0*** 
IT Pay 0.9* NS 
Pharma Pay NS NS 
P<0.05 * P<0.01 ** P<0.001 ***  

 

In order to explain this finding we turn to the differences of the reward systems in the two 

firms. The way the connection between performance and outcome has been measured is 

by asking: “To what extent is it possible for you to affect the development of your pay by 

means of improved performance?” Since we are interested in whether employees are able 

to influence their outcome in general be it variable pay or bonus the question should have 

been formulated differently in order to include more than just the annual pay increase.  

Employees in Pharma typically rely on an annual pay increase to raise their overall in-

come, thus there is a strong negative effect of not being able to influence this possible pay 

increase. On the contrary, many employees in IT are on some kind of variable pay which 

is independent of the annual adjustment, and moreover all employees have the possibility 

to achieve some kind of bonus or award. These different conditions in the firms might 

explain why e-p-o is not important in IT. 
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6.8 Dilemmas of Reward Management 

 

The analyses in the preceding sections were based on multiple regressions on affective 

commitment and job satisfaction. Besides the general regressions including employees in 

both firms, separate regressions on the dependent variables by education and by firm 

were also conducted. The analyses were structured by the different independent variables 

hypothesized to influence employee motivation. The aim of this section is to expand on 

some of the findings and to give an account of the general picture combining the analyses 

of the preceding sections. 

 

The demographic variables are either non-significant or weakly connected with the de-

pendent variables. Women are found to be more satisfied with their jobs than men, which  

is consistent with research by Michael Rose (2003). That employees with a high seniority 

are more satisfied with their job than employees with a low seniority is also concordant 

with current research (Oshagbemi, 2000). Education correlates with both dependent vari-

ables, and the direction of the effect – higher education leading to less commitment and 

less job satisfaction – is the same as in the meta-analysis by Mathieu and Zajac (1990). 

These relationships were not hypothesized since evidence regarding the effects of demo-

graphic variables on affective commitment and job satisfaction have been somewhat 

mixed.  

 

Some of the findings involve possible dilemmas for rewards management in knowledge 

intensive firms. The perception of procedural fairness is very important for employee mo-

tivation and more so for knowledge workers. The analyses suggest that the negative ef-

fect of procedural unfairness can be moderated by the presence of unions and collective 

agreements. However, the presence of collective agreements limits self-determination of 

management regarding for example the degree to which pay is to be contingent on per-

formance. Typically management will have to enter into a compromise with the unions 

that does not go as far towards performance-related-pay as management would like to. 

Effort-performance-outcome, which is a measure of the extent to which pay is perceived 

to be related to performance, in the words of expectancy theory “line of influence”, is 
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quite strongly related to knowledge worker motivation. Thus collective agreements and 

unions moderate the negative effects of procedural unfairness, but at the same time the 

possibilities of relating pay and performance is restrained. Much work performed by em-

ployees in knowledge intensive firms is complex, which necessitates rather complex re-

ward systems, and thus the transparency of these systems is often low. By involving un-

ions in the operation and evaluation of the systems, management can generate higher lev-

els of employee commitment because unions can guarantee procedural fairness. On the 

other hand, management have to give up some of their influence regarding reward prac-

tices.    

 

The general finding in the analyses is that procedural fairness is more important for em-

ployee motivation than distributive fairness. However, this does not mean that employees 

do not care about outcomes. According to the self-interest model of organizational fair-

ness, procedural fairness is valued because it is assumed to be beneficial in the long run. 

On the contrary, the group value model emphasizes the non-instrumental aspects of pro-

cedural fairness, such as “voice” and respectful treatment. Thus motives of self-interest as 

well as social normative motives can be involved.  

 

The finding that education moderates the relationship between effort-performance-

outcome and motivation was argued to be due to the fact that knowledge workers benefit 

from increased pay differences. This reasoning is in line with expectancy theory where 

individuals seek to maximise valued outcomes. However, the finding might also be due to 

the intrinsic value of self-determination. Crowding-theory claims that pay contingent on 

performance reduces self-determination, but the findings of the dissertation suggest that it 

can actually increase self-determination. When there is a connection between effort, per-

formance, and outcome, it can be argued that employees have an increased freedom of 

choice and more control over the outcome (Eisenberger & Cameron, 1996). In that way 

expectancy theory is too narrow in its focus on motives of self-interest. The moderating 

effect of education on the relationship between e-p-o and motivation might be caused by 

knowledge workers’ higher valuation of self-determination.  
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Variety in work is found to be significantly correlated with employee motivation. Variety 

in work can be categorized as an intrinsic incentive as opposed to extrinsic incentives 

such as pay. Herzberg uses the terms motivation factors and hygiene factors in his theory 

of motivation and claims that pay and other extrinsic incentives only prevent job dissatis-

faction, but does not lead to job satisfaction. In his theory of crowding out Frey claims 

that external interventions crowd out intrinsic motivation, when these interventions are 

perceived to be controlling. The findings of the dissertation suggest that neither of the 

theories is valid in the context of knowledge intensive firms. As regards Herzberg, not 

only intrinsic incentives, but also extrinsic incentives such as job security and career op-

portunities are connected to job satisfaction. It might be argued that more intrinsic incen-

tives should have been included in the analyses, but that would not change the fact that 

extrinsic incentives are also important motivators. Regarding Frey, the analyses actually 

show a weak positive correlation between external control and affective commitment, 

which is contrary to the predictions of crowding theory. Even though extrinsic incentives 

are also motivating and no crowding effects seem to exist, there is still some kind of 

trade-off between extrinsic incentives and intrinsic incentives. Because of limited re-

sources firms have to prioritize between improving the quality of work and improving 

various pay conditions.   

 

Job security and career opportunities both influence employee motivation. Job security is 

more connected to affective commitment than with job satisfaction, whereas career op-

portunities are more connected to job satisfaction than with affective commitment. Job 

security is most important for employees in Pharma and for employees with 4 years or 

less education. Career opportunities are most important for employees with 4 years or 

less education.  

 

The finding that job security is highly valued by employees in knowledge-intensive firms 

might pose a dilemma for management, because these firms increasingly rely on individ-

ual (temporary) employment contracts that do not include the same kind of job security as 

traditional employment contracts. In table 6.13 below we see that employees with an in-



 178

dividual contract are less satisfied with their job security than employees with a collective 

agreement.  

 
Table 6.13:  Satisfaction with job security by condition of employment. Percent (N=700). 
 
 Collective agreement Individual contract 
Very dissatisfied + Dissatisfied   4             17 
Neither satisfied nor dissatisfied 16             27 
Satisfied + Very satisfied 80             56 
Total              100           100 
N              251           449 
Chi-Square=8.80   P=0.01 
 

Among employees with an individual contract 17% are very dissatisfied or dissatisfied 

with their job security, whereas this is only the case for 4% of employees with a collec-

tive agreement. Only 56% of employees with an individual contract are satisfied or very 

satisfied with their job security compared to 80% of those with a collective agreement. 

 

It was argued in chapter 6.5 that the reason why job security is more important in Pharma 

than in IT is that employees with a collective agreement typically value job security more. 

Even though this group of employees value job security more, job security is still signifi-

cantly correlated with motivation in IT, where there are no collective agreements. On the 

contrary, job security is insignificant for employees in Pharma with an individual contract, 

which suggests that some employees might have another psychological contract with the 

employer. Anyhow, the general importance of job security might pose a dilemma for 

firms who want to increase their use of individual (temporary) employment contracts in 

order to be more flexible, because it implies less satisfaction with job security, and the 

analyses show that most employees pay back job insecurity with lower commitment and 

lower job satisfaction.   
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7. Conclusion 
 

In this dissertation we have analysed connections between reward and motivation in Dan-

ish knowledge intensive firms. The area of Reward Management goes through substantial 

changes these years. There is a tendency towards more performance based reward sys-

tems that include not only piece rates of blue collar workers and top management bonuses. 

Performance of employees in knowledge-intensive firms is to a greater extent connected 

to the size of their pay raise and various bonuses. For this type of employees pay has tra-

ditionally been based on seniority and position, but now it often depends on the person 

(knowledge and competences) and/or different output measures. Paying the person is 

based on the assumption that e.g. knowledge and competencies lead to increased per-

formance, and therefore it is an indirect way of paying for performance. One reason for 

not basing rewards directly on performance is that this group of employees possess jobs 

in which performance is not easily measured. Therefore more subjective appraisals by 

superiors often replace objective measures.     

 

The reasoning above is based on assumptions of economic theory that employees are mo-

tivated by pay or pay expectations, and thus focus is on “getting the incentives right” so 

to say. However, there is more to work motivation than monetary rewards. In the disserta-

tion we look at other aspects of pay such as fairness perceptions and possible crowding-

out effects. Moreover, we include job security and career opportunities, which are central 

aspects of the employment relationship, and variety in work, which regard the work con-

tent.  

 

 

 

 

 

 

 

 



 180

7.1 Extrinsic Incentives, Intrinsic Incentives, and Social Incen-

tives 

 

The analyses are based on different theories of work motivation. The theories applied in 

the empirical analyses are theories of organizational fairness, crowding-theory, and ex-

pectancy theory. 

 

Theories of organizational fairness are based on the idea of social exchanges. Employees 

put in time, skills, effort etc. and employers provide money and other kinds of rewards.           

The employee compares his ratio of inputs and outputs with some frame of reference, 

such as colleagues or past job experiences. Perceptions of fairness and the importance of 

pay are thus a relative matter often depending on social comparisons. This is what we call 

distributive fairness, which was the focus of early theories of fairness (Adams, 1965). 

Another important aspect of pay is the procedures by which the reward system is working. 

An employee might accept an unfair distribution (pay/pay raise) if the procedures leading 

to that distribution are perceived to be fair. This can either be explained by the belief that 

fair procedures lead to favourable outcomes in the long run, as suggested by the self-

interest model, or as suggested by the group-value model, by the intrinsic value of the 

opportunity of “voice” and of being treated with dignity and respect (Lind et al., 1988).  

 

The theory of crowding-out is inspired by the psychological theory of cognitive evalua-

tion, which emphasizes the importance of self-determination (Deci, 1975). The point of 

departure for crowding theory is economic theory, though, and the aim is to introduce a 

more sophisticated theory of human motivation (Frey, 1997). Traditional economic the-

ory of motivation is criticized for focusing exclusively on extrinsic motivation and thus 

neglecting the importance of intrinsic motivation. Individual preferences are not exoge-

nous, but can be moulded by the context in such a way that extrinsic rewards sometimes 

are detrimental to motivation. Crowding theory predicts that external interventions, such 

as reward practices, under some circumstances crowd-out intrinsic motivation. What is 

crucial in this respect, is the before mentioned matter of self-determination. If an external 

intervention is perceived to be controlling, it is likely to crowd-out intrinsic motivation. 
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According to crowding theory rewards that are contingent on performance are the worst 

in this respect, because they are the most intrusive.   

 

According to expectancy theory employees are motivated by the prospect of rewards. 

Therefore the conclusion regarding performance contingent rewards is the opposite from 

crowding theory. The theory assumes that individuals behave economically rational and 

that they analyse the likelihood that increased effort leads to better performance, and that 

performance leads to valued rewards. It is important that employees perceive “a line of 

influence”, meaning that their behaviour influence the distribution of rewards. Perform-

ance contingent rewards are thus beneficial to motivation (Lawler, 2000: 77).     

 

The empirical analyses in the dissertation show that the different categories of incentives 

are connected to employee motivation (cf. figure 5.3 p. 148). Extrinsic incentives, intrin-

sic incentives, and social incentives are all contributing to the explanation of affective 

commitment and job satisfaction (motivation). In addition to the general findings of the 

connections between these various rewards and employee motivation, the analyses also 

show that the importance of the different incentives is not the same for all groups of em-

ployees. We find differences between employees in the two firms, and we find differ-

ences between employees with 5 years or more education (knowledge-workers) and less 

educated employees. In the literature on work motivation there has been a tendency to 

assume that all employees are motivated by the same rewards. However, as the following 

discussion of the findings show, we also have to be aware that the effect of some incen-

tives is conditional on characteristics of employees (education) or on characteristics of 

their employment relationship (condition of employment).   
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7.2 Procedural Fairness and the Moderating Effects of Education 

and Unions  

 

The empirical analyses include employee perceptions of distributive fairness and proce-

dural fairness, and the influence of these variables on motivation. The concepts of dis-

tributive and procedural fairness have been applied in analyses of many different subjects. 

In this dissertation the concepts are operationalized to measure employee perceptions of 

fairness regarding pay – the distributive aspects as well as the procedural aspects. It was 

expected that both variables would significantly influence job satisfaction as well as af-

fective commitment, and that procedural fairness would primarily be related to affective 

commitment whereas distributive fairness were expected to be mostly related to job satis-

faction (hypotheses 1-5). These hypotheses were derived from the different nature of the 

concepts. Affective commitment has to do with an individual’s attachment to an organi-

zation, whereas job satisfaction regards an individual’s attachment to a particular job. 

Since procedural fairness regards the way an organization allocates resources, it is likely 

to be stronger related to affective commitment than to job satisfaction. On the other hand 

distributive fairness regards particular outcomes, and was thus expected to correlate more 

with job satisfaction than with affective commitment.  

 

The analyses of fairness perceptions and employee motivation show that procedural fair-

ness is more important for employee motivation than distributive fairness. Distributive 

fairness is significantly correlated with job satisfaction, but not with affective commit-

ment, whereas procedural fairness is the second most important predictor of affective 

commitment and also significantly correlated with job satisfaction42.  

 

Moreover, the analyses show that education has a moderating effect on the correlation 

between fairness and motivation. For employees with a formal education of 5 years or 

more, procedural fairness is the most important predictor of affective commitment as well 

as of job satisfaction. For employees with a formal education of 4 years or less, proce-

                                                 
42 Job security is a slightly better predictor of affective commitment than procedural fairness.  
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dural fairness is also very important for affective commitment, but distributive fairness is 

more important for job satisfaction. In other words, the overall importance of procedural 

fairness is greater for what we have defined as knowledge workers, than for other work-

ers.  

 

The self-interest model and the group value model suggest two different causal mecha-

nisms to be at work between procedural fairness and motivation, and thus we have two 

main explanations for the finding that education moderates this relationship. In the self-

interest model focus is on process control as a mean to outcome control in the long run. 

Employees with a long formal education are more aware of the importance of procedures 

for securing good outcomes and are more able to use the procedures to their own advan-

tage, and thus procedural fairness is more important to them. In the group value model 

focus is on socialization, and the main reason why procedural fairness is most important 

for knowledge workers has to do with “voice”. Through their long formal education they 

have been used to argue, to express their opinion, and therefore they value procedural 

fairness more than other employees.   

 

Another finding is that procedural fairness is more important for affective commitment in 

IT than in Pharma. There is no moderating effect on the relation between procedural fair-

ness and job satisfaction. The analyses suggest that the difference can be explained by the 

presence of collective agreements. For employees working under a collective agreement 

procedural fairness is not as important as for other employees, because involvement of 

unions in the reward practices works as a kind of assurance that management are not us-

ing the reward system to their own advantage. Therefore perceptions of procedural un-

fairness do not translate to lower levels of affective commitment for employees working 

under a collective agreement. The multiple regression including only this group of em-

ployees show no significant correlation between procedural fairness and affective com-

mitment.           
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7.3 Dilemmas of Job Security and New Reward Practices  

 

Job security and career opportunities are an important part of firms’ internal labour mar-

kets. The traditional long term employment relationship is based on these internal labour 

markets, where employees can expect a relatively high degree of job security and career 

opportunities. The changes in the employment relationship towards more temporary em-

ployment and more individually based rewards influence job security and career opportu-

nities of many employees. Lifelong employment cannot be guaranteed and the internal 

career ladder based on seniority becomes less common. When we analyse the employ-

ment relationship as a social exchange job insecurity and lack of career opportunities 

might be perceived by employees as a suspension of the psychological contract, which 

leads to lower levels of affective commitment. Also job satisfaction is hypothesized to be 

influenced by job insecurity and lack of career opportunities. The stressful feelings of in-

security lead to job dissatisfaction and so does the lack of expectations of future positive 

job experiences.             

 

The analyses show that job security and career opportunities are both important antece-

dents of employee motivation. Job security is most related to affective commitment, 

whereas career opportunities are most related to job satisfaction (hypotheses 6-11). In ad-

dition to this, the separate regressions on education show that the relation between job 

security and affective commitment and the relation between career opportunities and job 

satisfaction are moderated by education. Firm also moderates the relationship between 

job security and affective commitment/job satisfaction, whereas no moderating effects of 

firm are found regarding the correlations with career opportunities.  

 

Job security is the most important antecedent of affective commitment for employees 

with 4 years or less vocational education, whereas it is only the fourth most important for 

employees with a longer vocational education. Career opportunities are also less impor-

tant for knowledge-workers. One reason is the different expectations to the employment 

relationship – in other words the psychological contract with the employer is different in 

the two groups. In support of this interpretation the analyses also show that the higher 
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educated employees are more focussed on external comparisons (with employees in other 

firms) than the less educated employees. Their orientations regarding future employment 

go beyond the current firm and towards external labour markets and therefore job insecu-

rity and lack of career opportunities do not imply the same kind of breach in the psycho-

logical contract. However, job security and career opportunities still have an effect on the 

motivation of knowledge workers.  

 

For employees in Pharma job security is the most important antecedent of affective com-

mitment as well as of job satisfaction, and the strength of the correlations are significantly 

stronger than those in IT. This is another indication that the relation between job security 

and motivation is not straightforward. The analyses show that employees with a collec-

tive agreement are more satisfied with their job security than employees with an individ-

ual contract. Employees with a collective agreement also value job security more. In 

other words, the relationship between job security and affective commitment is stronger 

for employees with a collective agreement.    

 

Education and condition of employment moderate the effect of job security on affective 

commitment. For knowledge-workers and for employees with an individual contract job 

security is less important. The analyses show that for employees with a long formal edu-

cation and for employees with an individual contract, the importance of job security is 

reduced. However, the empirical data does not make it possible to conclude whether the 

relationship between job security and employee motivation weakens or totally disappears. 

 

7.4 Crowding-Out in Knowledge-Intensive Firms? 

 

New kinds of reward practices include the attempt to make a closer link between pay and 

performance. In knowledge-intensive firms jobs are complex and performance is often 

difficult to measure. Moreover, it is not possible to specify precisely all the important as-

pects of the jobs, and thus objective criteria might be dysfunctional (cf. the problem of 

multitasking). One solution is to make employee pay raises depend on subjective apprais-
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als by their superior. However, with these systems it might be difficult for employees to 

find out what it actually rewarded, because of lacking transparency.  According to expec-

tancy theory, it is imperative that employees perceive a “line of influence”, meaning that 

it is clear what to perform and that performance is rewarded. Employee motivation de-

pends on the expectancy that effort leads to performance and that performance leads to 

valued rewards.  

 

According to the theory of crowding-out, performance related pay might not only have 

dysfunctional consequences because the systems are not able to include all important job 

aspects or lack transparency. The increased focus on relating pay and performance is of-

ten dysfunctional because it increases external control and reduces self-determination of 

employees, and thus crowd-out intrinsic motivation. The general message of crowding-

theory is to make pay independent of performance and focus more on intrinsic aspects of 

the job. Broadly speaking this implies a return to the old industrial model of position- and 

seniority-based pay systems.  

 

The analyses in the dissertation lend no support to the arguments of crowding-theory. Ef-

fort-performance-outcome expectancy positively affects employee motivation (hypothe-

sis 12), and this more markedly as regards knowledge-workers. These results are in line 

with the propositions of expectancy theory, and it is suggested that the moderating effect 

of education is caused by the fact that knowledge-workers gain most by a connection be-

tween pay and performance. External control is positively related to motivation in some 

regressions and non-significant in other regressions, but not negatively related to motiva-

tion as expected (hypothesis 13). Data from the qualitative interviews indicates that self-

determination and external control are not perceived as opposites as claimed by crowd-

ing-theory, but that to some extent self-determination presupposes control. More pre-

cisely, lack of control can be perceived as lack of support from the organization, and 

hence be detrimental to self-determination and motivation. On the contrary, a perceived 

connection between pay and performance might increase self-determination, because em-

ployees have more control over the outcome. Following this argument, the reason why 

effort-performance-outcome expectancy is more important to the motivation of knowl-
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edge-workers, is because they value self-determination more than other employees. This 

possible causal mechanism is outside the realm of expectancy theory, which focuses on 

extrinsic rewards.  

 

Pay is slightly correlated with affective commitment and insignificant as regards job sat-

isfaction (hypothesis 14). There is no linear relationship between pay and motivation, but 

employees with an income of 50.000 kr. or more are a little more committed to the firm 

than other employees. In the regressions on education, we find that knowledge-workers 

with an income of 50.000 kr. or more have a higher level of job satisfaction than other 

knowledge-workers, which is suggested to be due to higher pay expectations of knowl-

edge-workers. Distinguishing between employees with more or less than 40.000 or 

30.000 would make it more likely to find effects on motivation regarding less educated 

employees. In other words, the result is to some extent caused by the specific amount 

chosen. Taken together, pay in itself is not found to be an important motivator in the 

analyses.   

 

Even though we find no crowding-effects in the analyses, this does not mean that the in-

trinsic aspects of the job as emphasized by crowding-theory are unimportant. Variety in 

work is positively and strongly related to employee motivation (hypothesis 15). This find-

ing counts for employees in both firms and for employees and for both knowledge-

workers and employees with less education.  
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7.5 Summary of the Main Conclusions of the Dissertation 

 

• Various types of incentives are important for employee motivation. Extrinsic in-

centives: job security, career opportunities, and effort-performance-outcome ex-

pectancies. Intrinsic incentives: variety in work. Social incentives: distributive 

fairness and procedural fairness.  

• Procedural fairness is more important for employee motivation than distributive 

fairness. According to the self-interest model employees value fair procedures, 

because they are means to favourable outcomes in the long run. The group value 

model argues that fair procedures are ends in themselves, because employees 

value “voice” and quality of treatment.    

• Procedural fairness is more important for employee motivation as regards knowl-

edge-workers than as regards employees with less education. 

• Procedural-fairness is more important for employee motivation as regards em-

ployees with an individual contract than as regards employees with a collective 

agreement. The involvement of unions in the reward practices inhibits perceptions 

of procedural unfairness to translate into low levels of motivation.    

• Job security is still important for employee motivation, but more as regards em-

ployees with a collective agreement than as regards employees with an individual 

contract. Employees with a collective agreement value job security more than 

employees with an individual contract.    

• Job security and career opportunities are more important for employee motivation 

as regards employees with a formal education of 4 years or less than as regards 

knowledge-workers. Knowledge-workers focus more on future employment out-

side their current firm, and thus they have different expectations towards the em-

ployment relationship (another psychological contract). 

• There is no crowding-out effect. External control is not negatively related to em-

ployee motivation and effort-performance-outcome expectancy is positively re-

lated to employee motivation. Self-determination is improved by some degree of 

external control and by performance contingent rewards.  
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• Effort-performance-outcome expectancy is more important for employee motiva-

tion as regards knowledge-workers than as regards employees with less education. 

Knowledge-workers benefit more for performance contingent rewards and they 

value self-determination more.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 190

References 
 
 
Adams, J. S. 1963. Toward an understanding of inequity. Journal of Abnormal and Social 

Psychology, 67(5): 422-436. 

Adams, J. S. 1965. Inequity in social exchange. In L. Berkowitz (Ed.), Advances in Ex-

perimental Social Psychology, Vol. 2: 267-299. New York: Academic Press. 

Agho, A. O., Mueller, C. W., & Price, J. L. 1993. Determinants of Employee Job Satis-

faction: An Empirical Test of a Causal Model. Human Relations, 46(8): 1007-1027. 

Alderfer, C. P. 1972. Human Needs in Organizational Settings. New York: Free Press. 

Alvesson, M. 1993. Organizations as rhetoric: Knowledge-intensive firms and the strug-

gle with ambiguity. Journal of Management Studies, 30(6): 997-1015. 

Alvesson, M. 1995. Management of Knowledge-intensive Companies. Berlin: De Gruyter. 

Alvesson, M. 2001. Knowledge work: Ambiguity, image and identity. Human Relations, 

54(7): 863-886. 

Alvesson, M. 2004. Knowledge Work and Knowledge-Intensive Firms. Oxford: Oxford 

University Press. 

Ambrose, M. L. & Cropanzano, R. 2003. A Longitudinal Analysis of Organizational 

Fairness: An Examination of Reactions to Tenure and Promotion Decisions. Journal of 

Applied Psychology, 88(2): 266-275. 

Angle, H. L. & Perry, J. L. 1981. An Empirical Assessment of Organizational Commit-

ment and Organizational Effectiveness. Administrative Science Quarterly, 26: 1-14. 

Armstrong, M. & Murlis, H. 1998. Reward Management - a handbook of remuneration 

strategy and practice. London: Kogan Page. 



 191

Ashford, S. J., Lee, C., & Bobko, P. 1989. Content, causes, and consequences of job inse-

curity: a theory-based measure and substantive test. Academy of Management Journal, 

32(4): 803-829. 

Bakka, J. F. & Fivelsdal, E. 2002. Organisationsteoriens klassikere. Fra Taylor og Weber 

til Simon og Drucker. København: Handelshøjskolens Forlag. 

Bandura, A. 1977. Social Learning Theory. New Jersey: Prentice Hall. 

Barnard, C. 1938. The Functions of the Executive. Cambridge, Massachusetts: Harvard 

University Press. 

Benkhoff, B. 1996. Cathing up on competitors: how organizations can motivate employ-

ees to work harder. International Journal of Human Resource Management, 7(3): 736-752. 

Bourdieu, P. 1977. Outline of a Theory of Practice. Cambridge: Cambridge University 

Press. 

Bourdieu, P. 1990. The Logic of Practice. Cambridge: Polity Press. 

Brown, D. & Armstrong, M. 1999. Paying for Contribution - real performance-related 

pay strategies. London: Kogan Page. 

Brown, M., Heywood, J. S., & edition. 2002. Paying for Performance: An International 

Comparison. New York: M. E. Sharpe. 

Campbell, J. P. & Pritchard, R. D. 1976. Motivation Theory in Industrial and Organiza-

tional Psychology. In M. D. Dunnette (Ed.), Handbook of industrial and organizational 

psychology: 63-130. New York: Wiley. 

Capelli, P., Bassi, L., Katz, H., Knoke, D., Osterman, P., & Useem, M. 1997. Change at 

Work. New York: Oxford University Press. 

Clark, A. E. 1996. Job Satisfaction in Britain. British Journal of Industrial Relations, 

34(2): 189-217. 



 192

Clark, A. E. & Oswald, A. J. 1996. Satisfaction and comparison income. Journal of Pub-

lic Economics, 61: 359-381. 

Cody, R. P. & Smith, J. K. 1997. Applied Statistics and the SAS Programming Language. 

New Jersey: Prentice Hall. 

Cohen-Charash, Y. & Spector, P. E. 2001. The Role of Justice in Organizations: A Meta-

Analysis. Organizational Behavior and Human Decision Processes, 86(2): 278-321. 

Colquitt, J. A., Conlon, D. E., Wesson, M. J., Porter, C., & Yee, K. 2001. Justice at the 

Millenium: A Meta-Analytic Review of 25 years of Organizational Justice Research. 

Journal of Applied Psychology, 86(3): 425-445. 

Cropanzano, R. & Folger, R. 1996. Procedural Justice and Worker Motivation. In R. M. 

Steers & L. W. Porter & G. A. Bigley (Eds.), Motivation and Leadership at Work: 72-83. 

New York: McGraw-Hill. 

Cropanzano, R., Byrne, Z. S., Bobocel, D. R., & Rupp, D. E. 2001. Moral Virtues, Fair-

ness Heuristics, Social Entities, and Other Denizens of Organizational Justice. Journal of 

Vocational Behavior, 58: 164-209. 

Davy, J. A., Kinicki, A. J., & Scheck, C. L. 1997. A Test of Job Security's Direct and 

Mediated Effects on Withdrawal Cognitions. Journal of Organizational Behavior, 18(4): 

323-349. 

De Vaus, D. 2001. Research Design in Social Research. London: Sage Publications. 

De Vaus, D. 2002. Surveys in Social Research. London: Routledge. 

Deci, E. L. 1971. Effects of externally mediated rewards on intrinsic motivation. Journal 

of Personality and Social Psychology, 18(1): 105-115. 

Deci, E. L. 1975. Intrinsic Motivation. New York: Plenum Press. 

Deci, E. L. & Ryan, R. M. 1985. Intrinsic Motivation and Self-Determination in Human 

Behavior. New York: Plenum Press. 



 193

Deci, E. L., Ryan, R. M., & Koestner, R. 1999. A Meta-Analytic Review of Experiments 

Examining the Effects of Extrinsic Rewards on Intrinsic Motivation. Psychological Bulle-

tin, 125(6): 627-668. 

Douma, S. & Schreuder, H. 1998. Economic Approaches to Organizations. London: 

Prentice Hall. 

Dreyfus, H. & Dreyfus, S. 1986. Mind Over Machine: The Power of Human Intuition and 

Expertise in the Era of the Computer. New York: Free Press. 

Drucker, P. 1993. Post-capitalist Society. Oxford: Butterworth-Heinemann Ltd. 

Durham, C. C. & Bartol, K. M. 2004. Pay for Performance. In E. A. Locke (Ed.), Hand-

book of Principles of Organizational Behavior. Oxford: Blackwell. 

Durkheim, E. 1995 [1912]. The Elementary Forms of Religious Life. New York: The 

Free Press. 

Easton, D. 1965. A Systems Analysis of Political Life. New York: John Wiley & Sons. 

Eisenberger, R. & Cameron, J. 1996. Detrimental Effects of Reward: Reality or Myth? 

American Psychologist, 51(11): 1153-1166. 

Elster, J. 1989. The cement of society - A study of social order. Cambridge: Cambridge 

University Press. 

Feather, N. T. & Rautner, K. A. 2004. Organizational citizenship behaviours in relation to 

job status, job insecurity, organizational commitment and identification, job satisfaction 

and work values. Journal of Occupational and Organizational Psychology, 77: 81-94. 

Flyvbjerg, B. 2006. Five Misunderstandings About Case Study Research. Qualitative In-

quiry, 12(2): 219-245. 

Folger, R. & Konovsky, M. A. 1989. Effects of Procedural and Distributive Justice on 

Reactions to Pay Raise Decisions. Academy of Management Journal, 32(1): 115-130. 



 194

Folger, R., Cropanzano, R., Timmerman, T. A., Howes, J. C., & Mitchell, D. 1996. 

Elaborating procedural fairness: Justice becomes both simpler and more complex. Per-

sonality and Social Psychology Bulletin, 22: 435-441. 

Folger, R. & Cropanzano, R. 1998. Organizational Justice and Human Resource Man-

agement. London Sage. 

Frey, B. S. 1997. Not Just for the Money. Cheltenham: Edward Elgar Publishing. 

Frey, B. S. & Oberholzer-Gee, F. 1997. The Cost of Price Incentives: An Empirical 

Analysis of Motivation Crowding-Out. American Economic Review, 87(746-755). 

Frey, B. S. 1997a. On the relationship between intrinsic and extrinsic work motivation. 

International Journal of Industrial Organization, 15: 427-439. 

Frey, B. S. 2001. Inspiring Economics - Human Motivation in Political Economy. Chel-

tenham: Edward Elgar Publishing. 

Frey, B. S. & Jegen, R. 2001. Motivation Crowding Theory. Journal of Economic Sur-

veys, 15(5): 589-611. 

Gambetta, D. 1987. Where they pushed or did they jump? Individual decision mecha-

nisms in education. Cambridge: Cambridge University Press. 

Giddens, A. 1979. Central Problems in Social Theory - Action, Structure and Contradic-

tion in Social Analysis. London: The MacMillan Press. 

Giddens, A. 1990. The Consequences of Modernity. Cambridge: Polity Press. 

Goldthorpe, J. H. 2000. On Sociology - Numbers, Narratives, and the Integration of Re-

search and Theory. Oxford: Oxford University Press. 

Gomm, R., Hammersley, M., & Foster, P. (Eds.). 2000. Case Study Method - Key Issues, 

Key Texts. London: Sage Publications. 



 195

Goodman, P. S. 1974. An examination of referents used in the evaluation of pay. Organ-

izational Behavior and Human Performance, 12: 170-195. 

Granovetter, M. 1985. Economic Action and Social Structure: The Problem of Em-

beddedness. American Journal of Sociology, 91(3): 481-510. 

Greenberg, J. 1987a. A Taxonomy of Organizational Justice Theories. Academy of Man-

agement Review, 12(1): 9-22. 

Greenberg, J. 1987b. Using diaries to promote procedural justice in performance apprais-

als. Social Justice Research, 1: 219-234. 

Greenberg, J. 1987c. Reactions to procedural injustice in payment distributions: Do the 

ends justify the means. Journal of Applied Psychology, 72: 55-61. 

Greenberg, J. 1990. Organizational justice: Yesterday, today, and tomorrow. Journal of 

Management, 16(2): 399-432. 

Greenberg, J. 1994. Using Socially Fair Treatment to promote Acceptance of a Work Site 

Smoking ban. Journal of Applied Psychology, 79(2): 288-297. 

Guion, R. M. & Landy, F. J. 1970. Development of scales for the measurement of work 

motivation. Organizational Behavior and Human Performance, 5: 93-103. 

Guion, R. M. & Landy, F. J. 1972. The meaning of work and the motivation to work. Or-

ganizational Behavior and Human Performance, 7: 308-339. 

Hackman, J. R. & Oldham, G. R. 1976. Motivation through the Design of Work: Test of a 

Theory. Organizational Behavior and Human Performance, 16: 250-279. 

Hansen, E. J. & Andersen, B. H. 2000. Et sociologisk værktøj. Introduktion til den kvan-

titative metode. København: Hans Reitzels Forlag. 

Harris, G. E. & Cameron, J. E. 2005. Multiple Dimensions of Organizational Identifica-

tion and Commitment as Predictors of Turnover Intentions and Psychological Well-being. 

Canadian Journal of Behavioural Science, 37(3): 159-169. 



 196

Herzberg, F. 1966. Work and the Nature of Man. Cleveland: The World Publishing Com-

pany. 

Herzberg, F. 1968. One more time: How do you motivate employees? Harvard Business 

Review, January-February: 53-62. 

Herzberg, F., Mausner, B., & Snyderman, B. 1993 [1959]. The Motivation to Work. New 

Jersey: Transaction Publishers. 

Hickman, E. S. 2000. Pay the Person, Not the Job. Training & Development, October: 

52-57. 

Hollyforde, S. & Whiddett, S. 2002. The Motivation Handbook. Wiltshire: The Cromwell 

Press. 

Holt Larsen, H. 2006. HRM: Licence to work. Arbejdslivets tryllestøv eller håndjern? 

København: Valmuen. 

Homans, G. 1961. Social behaviour: Its elementary forms. London: Routledge. 

Hox, J. J. & de Leeuw, E. D. 1994. A comparison of nonresponse in mail, telephone, and 

face-to-face surveys. Applying multilevel modeling to meta-analysis. Quality & Quantity, 

28(4): 329-344. 

Ibsen, F. & Scheuer, S. 2000. Oprør i løndannelsen. København: Dansk Management Fo-

rum. 

Ibsen, F. & Christensen, J. F. 2001. Løn som fortjent? Nye lønformer i den offentlige sek-

tor. København: Jurist- og Økonomforbundets Forlag. 

Judge, T. A., Thoresen, C. J., Bono, J. E., & Patton, G. K. 2001. The Job Satisfaction-Job 

Performance Relationship: A Qualitative and Quantitative Review. Psychological Bulle-

tin, 127(3): 376-407. 



 197

Kessler, I. 2000. Remuneration Systems. In S. Bach & K. Sisson (Eds.), Personnel Man-

agement - A Comprehensive Guide to Theory and Practice: 264-286. Oxford: Blackwell 

Publishers. 

Kinicki, A. J., McKee-Ryan, F. M., Schriesheim, C. A., & Carson, K. P. 2002. Assessing 

the Construct Validity of the Job Descriptive Index: A Review and Meta-Analysis. Jour-

nal of Applied Psychology, 87(1): 14-32. 

Kohn, A. 1993. Punished by Rewards: The Trouble with Gold Stars Incentive Plans, A´s, 

Praise and Other Bribes. Boston: Houghton Mifflin Co. 

Landau, J. & Hammer, T. H. 1986. Clerical Employees' Perceptions of Intraorganiza-

tional Career Opportunities. The Academy of Management Journal, 29(2): 385-404. 

Lawler, E. 1971. Pay and Organizational Effectiveness: A Psychological View. New 

York: McGraw-Hill. 

Lawler, E. 1995. The New Pay: A Strategic Approach. Compensation & Benefits Review, 

27(3): 14-22. 

Lawler, E. 2000. Rewarding Excellence - Pay Strategies for the new Economy. San Fran-

cisco: Jossey-Bass Publishers. 

Lawler, E. 2003. Reward Systems in Knowledge-Based Organizations. In S. E. Jackson 

& M. A. Hitt & A. S. DeNisi (Eds.), Managing Knowledge for Sustained Competetive 

Advantage - Designing Strategies for Effective Human Resource Management: 274-302. 

San Francisco: Jossey-Bass. 

Lazear, E. P. 2000. Performance Pay and Productivity. American Economic Review, 

90(5): 1346-1361. 

Lewin, K. 1938. The conceptual representation and the measurement of psychological 

forces. Contr. psychol. Theory., 1(4). 



 198

Lind, E. A. & Tyler, T. R. 1988. The Social Psychology of Procedural Justice. New York: 

Plenum Press. 

Locke, E. A. 1968. Toward a theory of task motives and incentives. Organizational Be-

havior and Human Performance, 3: 157-189. 

Locke, E. A. 1976. The Nature and Causes of Job Satisfaction. In M. D. Dunnette (Ed.), 

Handbook of Industrial and Organizational Psychology. Chicago: Rand McNally. 

Locke, E. A. & Henne, D. 1986. Work motivation theories. In C. L. Cooper & I. Robert-

son (Eds.), International Review of Industrial and Organizational Psychology: 1-35. New 

York: John Wiley and Sons. 

Locke, E. A. & Latham, G. P. 1990. Work motivation: The high performance cycle. In U. 

Kleinbeck (Ed.), Work Motivation: 3-26. Hillsdale, New Jersey: Lawrence Erlbaum As-

sociates. 

Lowe, R. H. & Vodanovich, S. J. 1995. A field study of distributive and procedural jus-

tice as predictors of satisfaction and organizational commitment. Journal of Business and 

Psychology, 10(1): 99-114. 

Løwendahl, B. R. 1997. Strategic Management of Professional Service Firms. Copenha-

gen: Copenhagen Business School Press. 

Marsden, D. 2004a. Union and Procedural Justice: An Alternative to the "Common Rule". 

In A. Verma & T. A. Kochan (Eds.), Union in the 21st Century: An International Per-

spective: 130-145. New York: Palgrave Macmillan. 

Marsden, D. 2004b. The role of performance-related-pay in renegotiating the "effort bar-

gain". The case of the British public service. Industrial and Labor Relations Review, 

57(3): 350-370. 

Marsh, C. 1982. The Survey Method. The Contribution of Surveys to Sociological Ex-

planation. London: George Allen & Unwin. 



 199

Maslow, A. H. 1970 [1954]. Motivation and Personality. New York: Harper & Row, Pub-

lishers. 

Maslow, A. H. 1999 [1968]. Toward a Psychology of Being. New York: John Wiley & 

Sons. 

Mathieu, J. E. & Zajac, D. 1990. A review and meta-analysis of the antecedents, corre-

lates, and consequences of organizational commitment. Psychological Bulletin, 108: 171-

194. 

May, Y., Korsczynski, M., & Frenkel, S. J. 2002. Organizational and Occupational 

Commitment: Knowledge Workers in Large Corporations. Journal of Management Stud-

ies, 39(6): 775-801. 

Mayer, R. C. & Schoorman, F. D. 1998. Differentiating antecedents of organizational 

commitment: a test of March and Simon's model. Journal of Organizational Behavior, 19: 

15-28. 

Mayo, E. 1949 [1933]. The Social Problems of an Industrial Civilization. With an Ap-

pendix on the Political Problem. London: Routledge & Kegan Paul. 

McClelland, D. C. 1961. The Achieving Society. New Jersey: D. Van Nostrand Company. 

McFarlin, D. B. & Sweeney, P. D. 1992. Distributive and procedural justice as predictors 

of satisfaction with personal and organizational outcomes. Academy of Management 

Journal, 35: 626-637. 

McGregor, D. 1960. The Human Side of Enterprise. New York: McGraw-Hill. 

McKenzie, R. B. & Lee, D. R. 1998. Managing Through Incentives - How to Develop a 

More Collaborative, Productive, and Profitable Organization. New York: Oxford Univer-

sity Press. 



 200

Merton, R. K. & Kitt, A. S. 1950. Contributions to the Theory of Reference Group Be-

havior. In R. K. Merton & P. F. Lazarsfeld (Eds.), Continuities in Social Research. Glen-

coe: The Free Press. 

Meyer, J. P. & Allen, N. J. 1991. A Three Component Conceptualization of Organiza-

tional Commitment. Human Resource Management Review, 1(1): 61-89. 

Meyer, J. P. & Allen, N. J. 1997. Commitment in the workplace. Thousand Oaks: Sage 

Publications. 

Meyer, J. P., Stanley, D. J., Herscovitch, L., & Topolnytsky, L. 2002. Affective, Continu-

ance, and Normative Commitment to the Organization: A Meta-analysis of Antecedents, 

Correlates, and Consequences. Journal of Vocational Behavior, 61: 20-52. 

Mowday, R. T., Steers, R. M., & Porter, L. W. 1979. The Measurement of Organizational 

Commitment. Journal of Vocational Behavior, 14: 224-247. 

Mowday, R. T., Porter, L. W., & Steers, R. M. 1982. Employee-Organization Linkages. 

The psychology of commitment, absenteeism, and turnover. New York: Academic Press. 

Mowday, R. T. 1996. Equity Theory Predictions of Behavior in Organizations. In R. M. 

Steers & L. W. Porter & G. A. Bigley (Eds.), Motivation and Leadership at Work: 53-71. 

New York: McGraw-Hill. 

Mowday, R. T. 1998. Reflections on the study and relevance of organizational commit-

ment. Human Resource Management Review, 8(4): 387-401. 

Newell, S., Robertson, M., Scarbrough, H., & Swan, J. 2002. Managing Knowledge 

Work. New York: Palgrave Macmillan. 

Nielsen, P. 2004. Personale i vidensøkonomien. Aalborg: Aalborg Universitetsforlag. 

Nonaka, I., Toyama, R., & Byosière, P. 2001. A Theory of Organizational Knowledge 

Creation: Understanding the Dynamic Process of Creating Knowledge. In M. Dierkes 



 201

(Ed.), Handbook of Organizational Learning and Knowledge. Oxford: Oxford University 

Press. 

O'Reilly, C. A. & Chatman, J. 1986. Organizational commitment and psychological at-

tachment: The effects of compliance, identification, and internalization on prosocial be-

havior. Journal of Applied Psychology, 71: 492-499. 

O'Reilly, C. A., Chatman, J., & Caldwell, D. F. 1991. People and organizational culture: 

a profile comparisson approach to assessing person-organization fit. Academy of Man-

agement Journal, 34(3): 487-516. 

Oshagbemi, T. 2000. Is length of service related to the level of job satisfaction? Interna-

tional Journal of Social Economics, 27(3): 213-226. 

Pinder, C. C. 1998. Work Motivation in Organizational Behavior. New Jersey: Prentice 

Hall. 

Porter, L. W. & Lawler, E. 1968. Managerial Attitudes and Performance. Homewood: 

Richard D. Irwin. 

Porter, L. W., Steers, R. M., Mowday, R. T., & Boulian, P. V. 1974. Organizational 

Commitment, Job Satisfaction and Turnover among Psychiatric Technicians. Journal of 

Applied Psychology, 59(5): 603-609. 

Prendergast, C. 1999. The Provision of Incentives Within Firms. Journal of Economic 

Literature, 37(1): 7-63. 

Rainey, H. G. 1993. Work Motivation. In R. T. Golembiewski (Ed.), Handbook of Or-

ganizational Behavior: 19-39. New York: Marcel Dekker. 

Rawls, J. 1999. A Theory of Justice - Revised Edition. Oxford: Oxford University Press. 

Roethlisberger, F. J. & Dickson, W. J. 1970 [1939]. Management and the worker. Cam-

bridge, Massachusetts: Harvard University Press. 



 202

Rose, M. 2003. Good deal, bad deal? Job satisfaction in occupation. Work, employment 

and society, 17(3): 503-530. 

Rousseau, D. M. 1989. Psychological and Implied Contracts in Organizations. Employee 

Responsebilities and Rights Journal, 2(2): 121-139. 

Rousseau, D. M. 1997. Organizational behavior in the new organizational era Annual 

Review of Psychology, 48: 515-546. 

Scheuer, S. 1999. Rational choice og socialt-normative aktørmotiver i arbejdslivet - en 

kritisk revision af den klassiske visdom. Dansk Sociologi, 10(1): 41-60. 

Scheuer, S. 2000. Social and Economic Motivation at Work: Theories of Motivation Re-

assessed. Copenhagen: Copenhagen Business School Press. 

Scheuer, S. 2001. The Social Dimension of Rational Choice - a Critical and Realist View 

of Theories of Motivation and Agency at Work. København: Institut for organisation og 

arbejdssociologi. 

Scheuer, S. 2006. Årsbonus som incitamentløn - Bedre indsats eller større splittelse? Le-

delse & Erhversøkonomi, 70(2): 100-111. 

Scott, W. R. 2003. Organizations - Rational, Natural, and Open Systems. New Jersey: 

Prentice Hall. 

Shafritz, J. F. & Ott, J. S. 2001. Classics of Organization Theory. Belmont: Wadsworth. 

Sinclair, R. R., Tucker, J. S., Cullen, J. C., & Wright, C. 2005. Performance Differences 

Among Four Organizational Commitment Profiles. Journal of Applied Psychology, 90(6): 

1280-1287. 

Skinner, B. F. 1953. Science and Human Behavior. New York: Macmillan. 

Smith, A. 1976 [1776]. The Wealth of Nations. London: Dent, Everymans Library. 



 203

Smith, K., Jones, E., & Blair, E. 2000. Managing Salesperson Motivation in a Territory 

Realignment. Journal of Personal Selling & Sales Management, XX(4): 215-226. 

Stamhus, J. 2002. Løndannelse - mellem marked og institutioner. København: Nyt fra 

Samfundsvidenskaberne. 

Starbuck, W. 1992. Learning by knowledge-intensive firms. Journal of Management 

Studies, 29(6): 713-740. 

Steers, R. M., Porter, L. W., & Bigley, G. A. (Eds.). 1996. Motivation and Leadership at 

Work. New York: McGraw-Hill. 

Swedberg, R. 2003. Principles of Economic Sociology. New Jersey: Princeton University 

Press. 

Saari, L. & Judge, T. A. 2004. Employee attitudes and job satisfaction. Human Resource 

Management, 43(4): 395-407. 

Tabachnick, B. G. & Fidell, L. S. 2003. Using Multivariate Statistics. Boston: Allyn & 

Bacon. 

Tan, H. H. & Aryee, S. 2002. Antecedents and Outcomes of Union Loyalty: A Construc-

tive Replication and an Extension. Journal of Applied Psychology, 87(4): 715-722. 

Taylor, F. W. 1912. Taylor's Testimony Before the Special House Committee. In K. 

Thompson (Ed.), The early sociology of management. Volume I. Scientific Management. 

London: Routledge. 

Taylor, F. W. 1916. The Principles of Scientific Management. In J. F. Shafritz & J. Ste-

ven Ott (Eds.), Classics of Organization Theory: 61-72. Belmont: Wadsworth. 

Thibaut, J. & Walker, L. 1975. Procedural justice: A psychological analysis. Hillsdale, NJ: 

Erlbaum. 

Tolman, E. C. 1932. Purposive behavior in animals and men. New York: Century. 



 204

Tsui, A. S., Pearce, J. L., Porter, L. W., & Tripoli, A. M. 1997. Alternative approaches to 

the employee-organization relationship: Does investment in employees pay off? Acad-

emy of Management Journal, 40(5): 1089-1121. 

Tyler, T. R. 1988. What is Procedural Justice? Criteria used by Citizens to Assess the 

Fairness of Legal Procedures. Law & Society Review, 22(1): 103-136. 

Vroom, V. H. 1964. Work and Motivation. New York: John Wiley & Sons. 

Wanous, J. P., Reichers, A. E., & Hudy, M. J. 1997. Overall Job Satisfaction: How Good 

Are Single-Item Measures? Journal of Applied Psychology, 82(2): 247-252. 

Weber, M. 2001 [1920]. The Protestant ethic and the spirit of capitalism London: Fitzroy 

Dearborn. 

Wiley, C. 1997. What motivates employees according to over 40 years of motivation sur-

veys. International Journal of Manpower, 18(3): 263-280. 

Wright, T. A. & Bonett, D. G. 2002. The Moderating Effects of Employee tenure on the 

Relation Between Organizational Commitment and Job Performance: A Meta-Analysis. 

Journal of Applied Psychology, 87(6): 1183-1190. 

Yang, S., Worden, S., & Wilson, G. 2004. Sources of organizational commitment: the 

effects of internal labor markets and worker values. Sociological Spectrum, 24: 667-688. 

Yin, R. K. 2003. Case Study Research - Design and Methods. California: Sage Publica-

tions. 

 

 

 

 

 

 

 

 



 205

Appendix 

The Questionnaire43 

 
 
1: Gender? 
 

• Man 
• Woman 
 

2: Age? 
 

• 16-25 years 
• 26-35 years 
• 36-45 years 
• 46-55 years 
• 56-65 years 

 
3: What is your position in the firm? 
 

• Production 
• Administration 
• Consultant 
• Sales & marketing 
• Research & development 
• Technician 
• Other 
 

4: What kind of collective agreement du you have? 
 

• Individual contract 
• Engineers  
• Pharmacists  
• Pharmaconomists 
• HK 
• 3F 

 
5: Do you have supervisory responsibility? 
 

• Yes 
• No 
• Don’t know 

 
6: What is your highest school education? 
 

• Primary school 
• Secondary school 

 
7: Have you finished a vocational education after your school education? 
 

• Yes 
• No 

 
 

                                                 
43 The original questionnaire used for data collection is in Danish.  
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8: What kind of education? 
 

• Technical education  
• Short-cycled higher education (less than 3 years) 
• Medium-cycled higher education (3-4 years)  
• Long-cycled higher education (more than 4 years) 
• Other 

 
 
9: How long have you been with the firm? 
 

• Less than 1 year 
• 1-2 years 
• 2-3 years 
• 3-5 years 
• 5-10 years 
• More than 10 years 

 
10: Have you been to an appraisal interview within the latest year? 
 

• Yes  
• No 
• Don’t know 

 
11: What is the rate of pay before taxes in your current job? 
 

• Monthly pay is: 
 
12: What is your official working time? 
 

• Full time 
• Part time: Number of hours? 
 

 
13: When you think about your pay, would you then say that you are satisfied with the level or that 
you are dissatisfied? 
 

• Very satisfied 
• Satisfied 
• Neither satisfied nor dissatisfied 
• Dissatisfied 
• Very dissatisfied 

 
14: Is there a high degree of confidentiality in the firm regarding pay or is there a high degree of 
openness? 
 

• There is a high degree of confidentiality 
• There is some degree of confidentiality  
• There is some degree of openness 
• There is a high degree of openness 

 
15: Do you know the pay of your colleagues? 
 

• Know exactly the pay of my colleagues 
• Know approximately the pay of my colleagues 
• Don’t know the pay of my colleagues 
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16: To what extent is it possible for you to affect your performance by means of an extra effort? 
 

• To a great extent 
• To a certain extent 
• To a low extent  
• Not at all 

 
 
17: To what extent is it possible for you to affect the development of your pay by means of improved 
performance? 
 

• To a great extent 
• To a certain extent 
• To a low extent  
• Not at all 

 
18: To what extent do you perceive the annual pay interview / rating44 as a control of your work? 
  

• To a great extent 
• To a certain extent 
• To a low extent  
• Not at all 

 
19: How satisfied or dissatisfied are you with general pay policies of the firm? 
 

• Very satisfied 
• Satisfied 
• Neither satisfied nor dissatisfied 
• Dissatisfied 
• Very dissatisfied 

 
20: How satisfied or dissatisfied are you with the firm’s communication regarding pay policies?  
 

• Very satisfied 
• Satisfied 
• Neither satisfied nor dissatisfied 
• Dissatisfied 
• Very dissatisfied 

 
21: How satisfied or dissatisfied are you with your involvement in the process regarding your latest 
pay adjustment? 
 

• Very satisfied 
• Satisfied 
• Neither satisfied nor dissatisfied 
• Dissatisfied 
• Very dissatisfied 

 
22: How satisfied or dissatisfied are you with the level of your latest pay adjustment? 
 

• Very satisfied 
• Satisfied 
• Neither satisfied nor dissatisfied 
• Dissatisfied 
• Very dissatisfied 

 
 
                                                 
44 In Pharma-DK they have a pay interview every year which is separated from the appraisal interview. In 
IT-DK they have an appraisal interview, which include a rating that determines the size of their pay raise.  
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23: How satisfied or dissatisfied are you with the career opportunities in your current job? 
 

• Very satisfied 
• Satisfied 
• Neither satisfied nor dissatisfied 
• Dissatisfied 
• Very dissatisfied 

 
24: How satisfied or dissatisfied are you with the job security in your current job? 
 

• Very satisfied 
• Satisfied 
• Neither satisfied nor dissatisfied 
• Dissatisfied 
• Very dissatisfied 

 
25: Who do you find it most relevant to compare with when you evaluate the fairness of your rate of 
pay? 
 

• Colleagues in the firm with the same type of job  
• Other colleagues in the firm 
• Employees in other pharmaceutical/IT firms with the same type of job 
• Employees in other firms with the same type of job 

 
26: When you compare your rate of pay with relevant others, would you then say that it is fair, or 
would you say that it is unfair? 
 

• Very fair 
• Fair 
• Unfair 
• Very unfair 

 
 
27: To what extent is there variation in your daily work tasks and work functions? 
 

• To a great extent 
• To a certain extent 
• To a low extent  
• Not at all 

 
28: I am willing to put in effort beyond the norm for the success of the organization. 
 

• Strongly agree 
• Agree 
• Neither agree nor disagree 
• Disagree 
• Strongly disagree  

 
29: I talk up this organization to my friends as a great place to work for.          

 
• Strongly agree 
• Agree 
• Neither agree nor disagree 
• Disagree 
• Strongly disagree  
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30: I find that my values and the organization’s values are very similar. 
 
• Strongly agree 
• Agree 
• Neither agree nor disagree 
• Disagree 
• Strongly disagree  
 

31: I am proud to tell others that I am part of this organization. 
 

• Strongly agree 
• Agree 
• Neither agree nor disagree 
• Disagree 
• Strongly disagree  

 
32: This organization inspires the very best in the way of job performance. 
 

• Strongly agree 
• Agree 
• Neither agree nor disagree 
• Disagree 
• Strongly disagree  

 
33: I am extremely glad to have chosen this organization to work for over other organizations. 
 

• Strongly agree 
• Agree 
• Neither agree nor disagree 
• Disagree 
• Strongly disagree  

 
34: I would accept almost any type of job to keep working for this organization. 
 

• Strongly agree 
• Agree 
• Neither agree nor disagree 
• Disagree 
• Strongly disagree  

 
35: I really care about the fate of this organization 
 

• Strongly agree 
• Agree 
• Neither agree nor disagree 
• Disagree 
• Strongly disagree  

 
36: For me this is the best of all possible organizations for which to work. 
 

• Strongly agree 
• Agree 
• Neither agree nor disagree 
• Disagree 
• Strongly disagree  
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37: All things considered, how satisfied or dissatisfied are you with your present job? 
 

• Very satisfied 
• Satisfied 
• Neither satisfied nor dissatisfied 
• Dissatisfied 
• Very dissatisfied 
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Danish Abstract  

 

Denne afhandling omhandler belønning og motivation i danske vidensintensive virksom-

heder. Vidensøkonomien har medført ændrede ansættelsesforhold og nye måde at beløn-

ne medarbejderne på. I afhandlingen analyseres sammenhænge mellem forskellige former 

for belønning og arbejdsmotivation for at kunne forklare, hvad der motiverer medarbej-

derne i danske vidensintensive virksomheder. Teoretisk baserer afhandlingen sig på en 

kombination af økonomiske, psykologiske og sociologiske teorier om motivation. Det 

empiriske grundlag for afhandlingen er casestudier af to danske vidensintensive virksom-

heder omfattende en web-baseret spørgeskemaundersøgelse og kvalitative interviews i 

begge virksomheder.  

 

Udgangspunktet for afhandlingen er vidensøkonomien og implikationerne for ansættel-

sesforholdet og især for belønning og motivation. Traditionelt har løn været baseret på 

anciennitet og på den jobmæssige placering i organisationen. Den grundlæggende ide i 

nyere former for belønningsledelse er at belønne personen og ikke jobbet. Dette betyder, 

at man fokuserer på kvalifikationer og kompetencer såvel som præstationer i jobbet.  

 

Gennemgangen af forskellige motivationsteorier fører frem til en belønningstypologi. 

Forventningsteori lægger vægt på vigtigheden af ydre belønninger, teorien om fortræng-

ningseffekter anbefaler, at man fokuserer på indre belønninger, og teorier om fairness i 

organisationer fokuserer på sociale belønninger. Dermed indeholder afhandlingen teoreti-

ske perspektiver fra såvel økonomi som psykologi og sociologi.   

 

De empiriske analyser af belønning og motivation er baseret på to casestudier: en IT-

virksomhed og en medicinalvirksomhed. I begge virksomheder gennemføres en spørge-

skemaundersøgelse med spørgsmål til holdninger om forskellige belønninger og med 

spørgsmål til motivation. Som supplement til de kvantitative data er der gennemført en 

række kvalitative interviews. Analyserne af sammenhænge mellem forskellige belønnin-

ger og medarbejdernes motivation bygger primært på de kvantitative data, mens de kvali-

tative data bruges som supplement i forhold til fortolkningen. 
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Analyserne viser, at de forskellige typer af belønninger alle er med til at forklare medar-

bejdernes motivation, men at uddannelse og ansættelsestype har en interagerende effekt 

på sammenhængen mellem belønning og motivation.  

 

Fairness angående belønningsprocedurer er meget vigtig for medarbejdernes motivation 

og vigtigere end fairness angående lønfordeling. Dette gælder især for medarbejdere med 

en lang videregående uddannelse (defineret som vidensarbejdere) og for medarbejdere, 

der ikke er dækket af en kollektiv overenskomst. Analyserne tyder på, at tilstedeværelsen 

af overenskomster forhindrer opfattelser af unfair procedurer i give sig udslag i lavere 

motivation, fordi fagforeningernes medindflydelse fungerer som en slags ”garanti for 

fairness”.  

 

Et andet resultat af analyserne er vigtigheden af tryghed i ansættelsen. Imidlertid har ud-

dannelse og ansættelsestype en interagerende effekt på forholdet mellem tryghed i ansæt-

telsen og motivation. Selv om tryghed ansættelsen er en signifikant variable i samtlige 

regressioner, så er sammenhængen stærkest for medarbejdere med mindre end fem års 

videregående uddannelse og for medarbejdere med en kollektiv overenskomst. Disse 

grupper af medarbejdere værdsætter tryghed i ansættelsen højt, hvilket er kendetegnende 

for det traditionelle ansættelsesforhold. Dette medfører et muligt dilemma for virksomhe-

der, der ønsker at øge fleksibiliteten ved i højere grad at gøre brug af medarbejdere med 

midlertidige ansættelser uden kollektiv overenskomst, fordi det fører til mindre tryghed i 

ansættelsen og derfor lavere motivation.   

 

Analyserne viser ingen modsætninger mellem ydre belønninger og indre belønninger og 

ikke noget tegn på fortrængningseffekter. Derfor stilles der spørgsmålstegn ved, hvorvidt 

fortrængningsteori er relevant i forhold til vidensintensive virksomheder. Forventningste-

oriens argument om, at medarbejdernes forventninger om en sammenhæng mellem ind-

sats, præstation og belønning fører til højere motivation, støttes af analyserne. I modsæt-

ning til fortrængningsteoriens argumenter så synes belønninger, der afhænger af præstati-

oner, at styrke medarbejdernes selvbestemmelse. Analyserne viser også, at det er vigtige-
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re for vidensarbejderes motivation, at der er en forventet sammenhæng mellem præstatio-

ner og belønning, end det er for de øvrige medarbejdere.       
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