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ABSTRACT

JOB EVALUATION AS A DETERMINANT OF JOB WORTH:
A CONCEPTUAL AND COMPARATIVE ANALYSIS

BY

Robert Michael Madigan

Determination of fair pay is one of the complex and ap-
parently insoluble problems which societies and organizations
periodically must confront. The current controversy over the
principle of equal pay for work of "comparable worth" or val-
ue to the employer introduces a new dimension into debates
regarding fair pay. Disparity between average male and fe-
male earnings is attributed by comparable worth advocates to
valuation of traditionally female occupations based on their
sex composition rather than on contribution to organizational
objectives. It is proposed that pay be based on the assessed
worth of jobs/occupations to the employer, such worth to be
determined by means of ''non-biased" job evaluation proce-
dures.

The feasibility of non-biased job evaluation is explored
here in two ways. First, the concept of worth or value is
examined in terms of historical notions of worker/job worth,
and through consideration of theoretical and philosophical

approaches to defining and determining relative worth. This



discussion serves to underscore the extreme difficulties at-
tendant to definition of the conceptual boundaries and compo-
nents of job worth in any given situation.

Second, actual job evaluation ratings are analyzed to
estimate their measurement qualities and the degree to which
different methods generate similar value hierarchies from a
common set of jobs. Four raters (analysts) conducted job
analyses and evaluations of 20 jobs utilizing three methods -
the Position Analysis Questionnaire, a standard three factor
guidechart plan, and a locally developed plan. The obtained
scores were tested for reliability, bias, dimensionality, and
method convergence to develop evidence regarding the techni-
cal feasibility of non-biased evaluation.

Findings reported here are basically pessimistic. While
differences in measurement quality among the three methods
were found, the deficiencies of even the best case (local
plan) are such that unacceptable levels of measurement con-
tamination are probable in any instance. Furthermore, sig-
nificant method divergence in terms of results may also be
indicative of job worth construct variation and/or criterion
deficiency. Consequently pay grade assignment by means of
formal job evaluation processes 1is likely to vary signifi-
cantly by situation and method, and the feasibility of

non-biased evaluation is highly questionable.
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INTRODUCTION

Conflict regarding appropriate bases for establishing
the worth of labor is one of the recurring themes of history.
Vineyard laborers in the biblical parable are depicted as
dissatisfied with pay perceived as disproportional to dura-
tion of effort. Medieval societies regulated wage decisions
through secular and religious rules specifying '"'just wages;"
market determination of worth was specifically rejected in
favor of socially determined wage value (Fogarty, 1961). The
development of true market economies in the eighteenth and
nineteenth centuries and corresponding acceptance of the
tenets of laissez faire capitalism legitimized the market
definition of worth, but income disparities reached extreme
levels and ultimately became one of the primary forces behind
nineteenth century European revolutionary movements. Job
worth determination continues to be a central issue in
contemporary Western societies as evidenced by the variety of
wage setting institutions and procedures and the regularity
of pay equity disputes and work stoppages.

Since wages and income are synonymous for the majority
of people, issues pertaining to the determination of wage
levels for jobs or occupations cannot be divorced from the

larger question of the distribution of income and wealth in
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the society. Judgments regarding the fairness or justice of
income distribution inevitably are made, at times without
recognizing the fundamental value conflicts which charac-
terize disputes about distributive justice. Some individuals
value efficiency highly, thus their concept of social justice
requires distribution according to merit or productivity;
others may stress equality or needs. However, extreme
emphasis on efficiency typically increases income disparity
while equality of distribution eliminates the most powerful
incentives to produce. Workable (acceptable) solutions to
the problem of distributive justice must recognize the
legitimacy of these and other competing values.
Consequently, operational definitions of social justice
revealed 1in political party platforms and legislative
proposals normally reflect multiple values (efficiency,
liberty, equality, quality of 1life) differing only in
emphasis, and appeals to their particular views of social
justice are made by all parties to the political debates.

In a number of European countries, beliefs regarding the
just distribution of income have been translated into job
worth determination policy and statutes specifying wage
criteria (Oettinger, 1964) and/or wage relationship objec-
tives (Van Otter, 1975). Job worth decisions in the United
States, however, are free of government restraint with the
exceptions of minimum wage and anti-discrimination statutes.
Actual wage setting decisions within organizations, unilater-

al or bilateral, normally stress the concept bf market
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determination of value in combination with the personal, job
characteristic and job context criteria considered relevant
to the particular situation. These practices are now being
challenged. Proposals for direct government intervention
into job worth decision making have been advanced under the
rationale that current practices are inherently
discriminatory against females.

Data apparently supporting the claim of sex based pay
discrimination are readily available. For the past twenty
years median male earnings have exceeded women's earnings by
approximately 707, a period during which the participation
rate of women has risen from 37 percent to 50 percent
(U.S.Department of Labor, 1979.) Attempts to explain the
differential in terms of employee quality (Fogel, 1979;
Gunderson, 1978) and job demands (Halaby, 1979; Englund and
McLaughlin, 1979) have been unsuccessful. Nor does the gap
disappear when earnings are compared within occupational
categories (U.S. Department of Labor, 1979). Consequently,
the unexplained portion of the differential, the residual
after all '"legitimate'" reasons have been considered, is
typically attributed to sex discrimination.

The persistence of male/female earnings differentials
since the 1963 passage of the Equal Pay Ace (EPA) has focused
increasing attention on determinants other than direct
"within job" wage discrimination (same-job--different pay).
Variance in average earnings is also a result of differential

distribution across jobs/occupations. Women are concentrated
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in relatively low paying occupations and in the lower strata
within higher paying occupational groups. Thus, two basic
questions are being asked: (1) Why do the male and female
occupation distributions differ? (2) Why are women concen-
trated in the low income distribution, i.e., what 1is the
nature of the occupation distribution-wage level relation-
ship, if any?

Investigations of sex segregation of occupations/jobs
take two approaches to the issue. On the one hand, segre-
gation is explained in personal or self selection terms
focusing on aspects of female socialization practices thought
to channel women toward a limited number of traditional
occupations and discourage career achievement. On the other
hand, segregation is viewed as a consequence of a complex of

kinstitutional and organizational barriers to occupational
entry and progression by females. While occupational segre-
gation is undoubtedly a product of both types of forces, the
Civil Rights Act of 1964 (CRA) and subsequent regulatory
agency rules have embodied the 1latter view in mnational
policy.A

Two basic interpretations can be made of the relation-
ship between female concentration and occupational earnings
levels. First, low average earnings may be due to actual low
ranking or scores of female occupations on job worth criteria
and/or low market assignment of value. Second, causality may
be reversed. Lower pay criteria and market worth determina-

tions may result from the fact of high female intensity in
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certain jobs or occupations, 1i.e., '"between jobs'" wage
setting decisions may be based on sex, thus potentially
violating the CRA. Both interpretations are probably correct
but the current challenge to wage determination practices is
based on the belief that a substantial portion of the male-
female differential is attributable to systemic discrimina-
tion in wage setting practices. If so, changes in job worth
decision criteria and processes will have an immediate impact
on the earnings gap.

Proponents of change argue that the marketplace has
historically discriminated by establishing lower rates of
compensation for predominantly female jobs. A pervasive male
bias in the structure of society (Blumrosen, 1979), employer
motives (Oaxaca, 1977) and/or differing male-female 1labor
supply elasticities caused by restrictions in female access
to occupations (Stevenson, 1978) are among the most
frequently cited determinants of labor market discrimination.
Internal (organizationally determined) criteria of worth are
also considered discriminatory since in concept and defini-
tion they usually represent male values and orientations to
work; job evaluation system design and implementation has
been a management (predominantly male) function. Similarly,
wage setting under collective bargaining is assumed to be
discriminatory in view of historic union exclusion of women
and male domination of union leadership.

Proposed solutions to the alleged discrimination problem

involve three basic objectives. First, expansion of the EPA
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definition of sex based pay discrimination is necessary to
incorporate discrimination in ''between jobs" situations
(dissimilar work). Replacement of the current work equality
standard with one requiring only comparability is advocated.
Thus discrimination would exist where different rates are
paid to males and females occupying jobs of 'comparable
worth'" or work of equal value to the employer. Second, the
nullification of discriminatory influences in labor market
determinations of job worth is sought. The exclusive use of
internal criteria for establishing relative worth and statis-
tical control for market bias have both been suggested as
means to accomplish this goal. Solutions to the third
objective, elimination of male bias in job evaluation crite-
ria and processes, generally advocate the inclusion of women
in evaluation plan design and administration.

In short, critics of current wage setting practices are
suggesting that '"non-biased" administrative tools and proce-
dures can be developed and employed to objectively assess the
worth of jobs. These bias free approaches, hereafter re-
ferred to as comparable worth job evaluation systems, will
then provide the means to operationalize the comparable worth
standard for establishing the presence/absence of sex based
pay determination.

This dissertation 1is a response to the calls for
national implementation of the comparable worth job
evaluation concept. The scope of discourse is limited to

questions of feasibility; lack of data and absence of



7

specific statutory proposals transform discussions of
potential consequences into speculative exercises. More
specifically, the focus of the investigation is twofold. The
concept of job worth is examined first in terms of past and
present approaches to its definition and theoretical
explanations for job worth differentials. Of necessity this
discussion bridges a number of disciplines presenting a
quandary, since compression of arguments and concepts beyond
my particular field of expertise are required. The solution
adopted 1is to adhere to the time-honored strategy of
parsimony; comments are limited to the minimum amount
necessary to convey the essence of the concept or theory.
This section provides the ideological backdrop for the
subsequent discussion.

Second, the feasibility of using job evaluation tools
and procedures as determinants of job worth is explored
through assessment of the measurement characteristics and the
degree of correspondence of actual comparable worth job
evaluation outcomes. This empirical portion of the disserta-
tion is initiated with a conceptual analysis of contemporary
wage setting practice as it contrasts with comparable worth
job evaluation proposals and concludes with a summary of the
major considerations pertaining to the feasibility of adopt-

ing a comparable worth job evaluation policy.



CHAPTER 1

Job Worth Concepts and Perspectives

While the focus of the comparable worth debate is on
wage setting and male-female pay differentials, the conflict
is rooted in differing underlying concepts of worth or worker
value. Defenders of traditional approaches to job evaluation
typically define worth in terms of market or exchange value,
the rates established through individual or collective em-
ployer-employee transactions. Comparable worth advocates
tend to reject economic exchange in favor of specific crite-
ria reflecting the relative importance of jobs to the orga-
nization; job worth is assumed proportional to the contribu-
tion to organizational goal attainment. This organizational
or "use" value need not be the same as exchange value, nor do
these two concepts exhaust the bases for establishing the
value of jobs. Workers, job characteristics per se, and so-
cietal goals have also been suggested as foci of value deter-
mination.

The purposes of this chapter are threefold. First,
basic concepts of value are discussed in order to clearly
establish the subjective and monetary aspects of the
construct. Second, theoretical perspectives pertaining to
job worth, pay differentials, and worth determination
processes are examined in terms of their basic assumptions,

8
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components, and implications for wage determination. Third,
the normative problem of justice is investigated. Parallels
between approaches to the definition of distributive justice
and theoretical views of job worth are traced in order to
emphasize the philosophical dimensions of the comparable

worth debate.

WORTH/VALUE CONCEPTS

Discussions regarding the principle of equal pay for
jobs of comparable worth can not sidestep the basic question
of what constitutes value. The development of bias-free ap-
proaches to assessing comparability among jobs presumes a
common understanding of what is meant by value and how it is
measured.

Definitions of value (considered synonymous with "worth"
here) reveal the quantitative, subjective, and ethical facets
of the concept (Webster's Twentieth Century Dictionary,
1978). (1) Value is defined in terms of monetary worth in
the market place, hence the ultimate determinants of wvalue
are market forces; (2) the source of value may be viewed as
embedded in a particular set of tasks, the intrinsic
qualities or characteristics of which make the job useful to
a particular employer. In this sense value is inherent in
the object of valuation and independent of the market place;
(3) value is considered as that which is the fair or equita-
ble equivalent (in money or commodities), i.e., value is in-
herently an ethical concept. The attempt here is to explore

some of these facets through a brief review of historical
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concepts of value. This, in turn, will facilitate the subse-

quent reviews of theoretical and philosophical perspectives.
+ For most of recorded history the concept of job or labor
value was inextricably intertwined with social rank or sta-
tus.1 Economic and social life were one and the same. The
view of labor as an abstract factor of production, a commodi-
ty being bought and sold in myriad employer-worker trans-
actions did not exist. In early tribal societies division of
labor and private property existed, but economic exchange as
the means of meeting human wants was the exception rather
than the rule. Material needs were met through the efforts
of individuals and primary social units; distribution was
governed by social responsibilities. As societies became
more complex - division of labor, accumulation of wealth, and
social stratification based on private property -
distribution continued to be determined Dby social
relationships defined and enforced through military-political

processes. The worth of an individual was defined at birth.
From time to time challenges to the existing order,
usually the result of growing economic power of commercial
interests, stimulated limited examination of the concept of
value. Changes in the distribution of economic power threat-
ened existing social relationships, and various aspects of
commercial practice such as pricing, interest, and capital
accumulation were examined in terms of their impact on the
"natural order." Restrictions on these practices were thus

justified on moral bases.
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Aristotle indirectly provided the first recorded analy-
sis of the concept of value in his discussion of the art of
exchange. His focus was not on labor value (class dis-
tinctions were assumed) but on articles of commerce; his in-
tent was not to develop a theory of the factors determining
exchange value but to develop an ethical base for limiting
the scope of commerce. Aristotle developed the distinction
between use value and exchange value of an article to explain
how the natural purpose of exchange (satisfying wants) can
evolve into the unnatural use (usury) of an exchange medium
(money) as a source of accumulation. To him trade was an un-
natural occupation and the growth in power of the commercial
class a major contributor to the social conflict of his time.
He also recognized the use of money as a conventional measure
of exchange value (in his discussion of justice) but his is
essentially an ethical analysis attempting to limit the ac-
cepted basis of value to societal use.

Portions of Aristotelian thought have found their way
into contemporary economic analysis. His recognition of con-
sumer wants as the ultimate source of exchange value 1is an
early expression of a utility theory of value even though his
focus was on the problem of equivalence in exchange. More
importantly, his use v. exchange value distinction was devel-
oped by classical economists and remains an element in cur-
rent economic thought.

Justifications of the economic order became more sophis-

ticated and intensive during the Middle Ages as increasing
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power of merchants and artisans threatened feudal insti-
tutions. Interestingly, while Christ's teaching regarding
the worth of 1labor was diametrically opposed to Greek
thought, Aristotle also provided a basis for medieval scho-
lastics' attempts to define a "just wage." Christ proclaimed
a brotherhood of man and emphasized the worthiness of all la-
bor in both a spiritual and material sense; Aristotle accept-
ed class distinctions and slavery. This apparent conflict was
resolved by emphasizing the spiritual aspects of 1life.
Worldly inequality of men was accepted, indeed it was consid-
ered the foundation of the land based and rigidly stratified
medieval society. However, the pursuit of wealth was inher-
ently evil. The justification for wages could not, there-
fore, rest upon supply-demand interactions since imbalances
potentially foster avarice. Rather wages were justified by
employing Aristotle's distinction between natural and unna-
tural forms of supply. Wage transactions based on the value
of the labor to the community were appropriate; transactions
exploiting bargaining leverage were unjust.

Fogarty (1961) summarizes the medieval scholastic phi-
losophers' theory of just wages into three basic principles.
The first principle defined value not as measured by the mar-
ket directly, but through a social process considering value
to the community: '"(P)ay should be equal to the value of the
employees' working capacity.'" The basic value framework was
established by authorities with the specific settlement

reached by the parties to the employment relationship. Value
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to the community was assessed in terms of capacities, not in
how the employer utilized the worker. It was the employer's
job to ensure the capacity was effectively utilized. Thus
wage value was socially determined; use value to the commu-
nity justified pay.

The second just wage test considered the employee's
standard of 1living calling for stability and security of
earnings. In essence, it was a need criterion of value which
differs significantly from the modern concept since inherent
inequality among men was the prevailing view. Thus needs
(and value) varied by social status.

The third, and perhaps most fundamental principle, was
that pay serves the common good. Since the needs to be main-
tained were social products and pay an element in this social
effort, wage transactions could not exceed the limits the
community would accept. In effect, this principle called for
the explicit determination of community values and distrib-
ution in accordance with rules serving that view of the com-
mon good.

The just wage principles are interesting here for at
least two reasons. First, the concept of value was again
considered from an ethical perspective, in this case grounded
in moral theology. Second, the justifications advanced those
hundreds of years ago are similar to criteria advanced today.
If one takes a long enough perspective it appears a case

could be made that the historical path is circular, and
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perhaps with respect to job/worker value concepts, the past

is indeed prologue.2

Classical Economics

Where labor or worker value was a peripheral issue to
the Greek and Scholastic philosophers, it was central to
classical economic thought. The objective of the classical
philosopher-economist was not to justify but to understand,
to search for the regularities underlying social phenomena
pertaining to the creation and distribution of wealth.
Grinding poverty of the masses in stark contrast to ruling
class luxury was one such phenomenon for which explanations
were sought, not in ethical precepts, but in natural forces.

Sir William Petty first sketched some of the basic ele-
ments of classical theory pertaining to job or worker value
in the late 17th century. Petty's theory of value emphasized
labor as the primary source of all wealth and his measure of
value in terms of the food requirements of an adult male pre-
saged the development of subsistence theories of wages. Nu-
merous other writers addressed these and other economic is-
sues during the ensuing 100 years, but it was left to Adam
Smith to formulate a comprehensive statement of economic
principles.

Adam Smith's An Inquiry into the Nature and Causes of

the Wealth of Nations describes a system of economic activity

which is a self energizing, self regulating engine of

progress.3 With respect to job worth, Smith explained the
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nature and mechanics of market determination of value and at-
tributed the poverty of the times to a secular and cyclical
interaction between expansion of wealth and population growth
which served to depress worker wages toward subsistence lev-
els.

Two elements of Smith's analysis are particularly note-
worthy here. First, he employed an exchange value definition
of job worth. While he recognized the utility or use value
of a commodity, it is the measurement of the natural or real
exchange value, its components and relationship to market
pricing with which he was primarily concerned. Following
Petty, Smith traced the origin of wealth to the labor em-
bodied in the generation of the commodity. Since labor it-
self is a commodity, the natural value of labor is determined
". . .by what is necessary to maintain the laborer plus an
allowance to enable him to rear a family and maintain a sup-
ply of 1labor" (Roll, 1973:164). Differences between this
natural value and market price (exchange value) were due to
excesses or deficiencies of supply. Smith recognized that
the natural or labor value can differ from exchange value and
use value but he argued that the trend will be toward ex-
change and true value equality. Thus he provided a form of
moral justification for market determination of worth in the
guise of natural law.

Second, Smith's explanation for wage differentiation in
terms of worker decisions regarding the net advantage of

alternative employments recognized both qualitiative
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dimensions of job worth (supply side constraints) and demand
side limitations on the competitive model. He asserted that
the market is cleared in terms of net advantage, not wages.
Exchange value is actually a function of pay and various non-
monetary employment characteristics which workers consider in
determining whether to seek or accept specific jobs. Five
such job facets were identified by Smith: (1) Disagreeable-
ness in terms of physical conditions or prestige; (2) diffi-
culty and expense of learning; (3) security of employment;
(4) trust requirements, an accountability for wealth, repu-
tation, or health concept; (5) risk of failure in the pro-
fession. However, Smith warned that these job characteris-
tics result in equality of total advantages and disadvantages
only under conditions of perfect freedom when the occupation
is well established, demand patterns are normal, and the job
is the primary income source (Smith, 1937).

In summary, Smith's discussion of value and wage deter-
mination identified most of the elements of modern analysis.
General wage level determination was explicated in terms of
the market mechanism. The relationship between monetary and
nonmonetary rewards was addressed. Wage differentiation was
traced to both supply and demand factors with the 1latter
treated as deviations from the natural or normal functioning
of the market. Actual wage rates as determined by the market
were distinguished from the '"real'" value of labor and the
difficulty of measuring the real value was addressed.

Finally, a rationale for the tendency of real wvalue and
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monetary rates to equate was advanced, thus supporting the

concept of market measure of value.

Marx

The treatment of labor value in the writings of Karl
Marx is closer in intent to the Greek or Scholastic than the
classical economic tradition. Marx developed his labor the-
ory of value to defend a view of history much as these early
writers sought to justify an existing order. He followed
Smith and Ricardo both in defining the true value of labor as
that amount necessary to ensure perpetuation (subsistance) of
the supply of 1labor, and in recognition of value dis-
tinctions. However, he did not attempt to develop a theory
of value or wages. Rather, the value concept was used to
provide a basis for his theory of exploitation. Marx argued
that the units of labor power consumed by a capitalist (use
value) exceed the exchange value of labor (subsistance level
wages) giving rise to a "surplus value" which accrues to the
capitalist when the product is sold at its true or exchange
value. This concept of profits as surplus value was then
used by Marx to describe the laws of motion in a perfectly
competitive capitalist system which inexorably lead to system
disintegration and transfer of power to the workers
(Heilbroner, 1972).

Marx's contributions to our understanding of value or
job worth are nil. His relevance here is as an example of
19th century criticism of classical political economy ground-

ed in a desire for social reform and centered on
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distributional issues. As such his surplus value can be seen
as an essentially ethical concept in theoretical garb. In-
justice in income distribution is to be resolved through com-
plete divorce of wages from production value. The Marxian
view of ultimate social determination of income based on need
represents an extreme perspective, but other remedies of the
times also called for modification of exchange value through

some element of social intervention in wage determination.

Marginal Utility

The emergence of marginal analysis marked a significant
departure from previous approaches to determination of value
(and job worth). The ultimate basis of wvalue shifted from
the production perspective of 1labor (however difficult to
measure) to subjective utilities and costs. In marginal
analysis the interaction of supply price with aggregated in-
dividual utilities (consumer demand) establishes the value of
commodities in the market place. Job wvalue is thus a func-
tion of rates in a competitive labor market and the marginal
utility accruing to the employer from employees. Employer
utility, in turn, is sensitive to consumer utility in a com-
petitive product market, thus creating a closed system in
which wages are directly responsive to the satisfaction of
societal wants. Consequently, the need to reconcile concepts
of value is avoided in marginal analysis since use value or
utility is equivalent to exchange value.

Marginalist thought provides the rationale for contempo-

rary advocates of market determination of worth. It appears
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to offer significant advantages over previous approaches to
explaining job value:! Paradoxically, the introduction of
subjectivity into value theory facilitates the claim of ob-
jectivity in wage determination. Wages are seen as the prod-
uct of impersonal labor and product markets. The problems of
determining explicit criteria which plagued the Scholastics
and the troublesome abstractions of labor theories of value
disappear. Marginal utility theory appears to sidestep value
judgments and place job worth determination on an impersonal
basis. Wage levels and differentials are the product of mar-
ket phenomena, not employer or government decisions. The
illusory nature of the objectivity will be discussed later.

Discussion of marginal utility concepts of value and job
worth also provides the logical point for terminating this
brief review of job worth concepts, for while its roots are
in the 19th century, marginal utility is an accepted basis of
contemporary economic theory. Twentieth century developments
have provided refinements rather than new insights into the

nature of job value. A summary of the preceding discussion

is now appropriate.

Summary

Historical concepts of value clearly reflect the three
definitional elements mentioned at the outset. The ethical
nature of value determination is explicit in the predominant
schools of thought until the 18th century, and implicit but
no less significant in classical and subsequent viewpoints.

Adam Smith was a moral philosopher who developed a system of
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economic principles in consonance with his mnaturalist be-
liefs. In so doing, he shifted the touchstone of morality in
economic affairs from various socially determined criteria to
the '"natural order.'" Economic policy and activities were
henceforth to be judged on the basis of their concordance
with natural law. Monetary value as established in the free
market achieved transcendence over use value in determining
the right or just job/worker worth; natural law replaced re-
ligious law as the guide to morality in pay determination.

A search for the inherent characteristics or qualities
underpinning true or real value is a constant element in the
history of efforts to justify or modify earnings distribution
patterns. From Aristotle to the present the ultimate source
of value has usually been located in some notion of useful-
ness in meeting societal wants, considered from either a con-
sumption (just price; utility) or a production (labor theory
of value) perspective. These hypothesized bases of wvalue
have been rationalized through logic systems premised on some
view of the right or just order. A clear distinction between
concepts of true value and the monetary value resulting from
market forces was maintained until a rationale for merging
the two concepts was provided by the emergence of classical
and neoclassical theory. This distinction is now somewhat
blurred, perhaps, but the concepts of use value and exchange
value are still in evidence in contemporary pay setting. Em-
ployers and workers alike employ use value concepts in estab-

lishing pay differentials within broad market parameters. A
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In conclusion two points deserve emphasis. First, dis-
trust of market determination of value has been the rule
rather than the exception over the centuries. But where ear-
ly concerns were with the power of market forces to realign
political/economic structures, modern criticisms center on
the many discrepancies between the theory and reality of la-
bor markets. These market "imperfections'" are the focus of
some of the theorizing described in the following section.

Second, discussions of job worth cannot avoid the issue
of values. This fact is readily apparent in regard to use
value or value centered in personal characteristics/status.
It is less visible with respect to market value where omne
must recognize the roles, both of societal values in shaping
income distributions/demand patterns underlying labor mar-
kets, and organizational values in making job worth judgments
within the market constraints. These issues will be elabo-

rated upon in the following sections and in chapter 2.

CONTEMPORARY THEORETICAL PERSPECTIVES

Task number one in any review of theoretical formu-
lations is to circumscribe the domain of interest, an under-
taking of considerable difficulty in this instance. Job
worth determination processes are comprised of economic, so-
cial, political, and psychological dimensions. The common el-
ement of the frameworks summarized below is their direct fo-
cus on the phenomena of central interest, pay differentials

and the processes by which they are generated. Basic market
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forces as described by traditional economic wage theory4 are
assumed operative (although not in their theoretical purity);
discussion here, with one exception, is confined to theories
considering relative wages as a function of individual em-
ployer/employee decisions. Excluded are the general decision
making frameworks and other process schemes such as game or
stereotype theory, a discussion of which would be peripheral
to the issue of pay differences. For presentation purposes
the theories are somewhat arbitrarily categorized as supply

or demand oriented based on the primary object of inquiry.

Supply Perspectives

Three different aspects of worker decision behavior af-
fecting pay distribution are considered by the formulations
presented in this section. The first employs the classical
competitive labor market model to equate pay differentials
with variance in marginal productivity. Perspectives two and
three introduce supply side qualifications of the wage compe-
tition model based on consideration of actual job choice be-
havior, and a view of workers as equity seeking rather than
wage maximizing entities, respectively.

Human Capital-- Human capital theorists apply the con-

cept of ‘return on investment to relative wage analysis.5
Workers accumulate capital through productivity improving in-
vestments in education, skill, training, and work experience
with which various direct (tuition, etc.) and indirect (fore-
gone income) costs are associated. Individuals presumably

calculate cost/benefit analyses to make their investment
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decisions. Since investment actions directly translate into
productivity improvements, marginal product value and wages
increase correspondingly. Therefore, individual investment
behavior is the primary determinant of pay distributions;
qualitative differences in labor supplied by individuals or
groups (male-female) are reflected in pay structures.

Investigations of male-female pay differences within the
human capital framework implicitly define discrimination as
unequal pay for equal productivity characteristics. Worth is
centered in the person, not the job. Therefore discrimina-
tion is operationally defined as the unexplained differential
in male-female earnings when human capital variables are con-
trolled - assuming the majority pay structure would prevail
in the absence of discrimination. Estimates of sex discrim-
ination obtained by decomposing earnings differentials into
explained and residual (discrimination) portions, whether at
the macro (Suter and Miller, 1973), occupational (Cohen,
1971), or enterprise level of analysis (Malkiel & Malkiel,
1973) generally indicate moderate to low sensitivity to human
capital variables leaving sizeable residuals (20-407). Even
when analysis of differentials is conducted within sex (males
only) across occupations (Fogel, 1979), or when job charac-
teristics are added to human capital control wvariables
(Halaby, 1977; Englund and McLaughlin, 1979) large residuals
persist.

The human capital explanation of earnings differentials

is supportive of two basic components of American ideology,
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the superiority of a free market economy and an emphasis on
individual effort and responsibility. (Workers who expend
the effort and time to improve themselves will be rewarded in
the market place). This may partially explain the tenacity
with which belief in the competitive labor market is held in
the face of conflicting information. To the degree continued
adherence to a doctrine of market determination of value ig-
nores the impact on pay of institutional arrangements and be-
havior, acceptance of market pricing reflects cultural, not
economic forces. Thus the implications of human capital the-
ory for the present discussion rest not in its explication of
market mechanisms, but in the extent of its inadequacies.
Worker characteristics may be only a minor element among the
determinants of relative job worth. The perspectives summa-
rized below offer alternative explanations, some of which
take direct issue with the view of pay differentials as a
function of preparation costs.

Occupational Choice-- Job or occupational choice theo-

ries are simply particular applications of human decision
making models which offer conflicting views of the mechanisms
by which worker choice affects pay differentials. One per-
spective is represented by the classical economic assumption
of rational man, maximizing self interest by carefully weigh-
ing all alternatives before making a job choice. Differen-
tials are easily accommodated within this model via nonmone-
tary rewards. This, of course, was Adam Smith's net advan-

tages rationale, i.e., workers consider not only investment



25

costs but factors such as security and working conditions in
choosing jobs. The inherent subjectivity of this view makes
testing difficult, but simple observation indicates it is not
entirely in accord with reality. For example, insecure or
disagreeable jobs are as likely to be negatively as directly
correlated with pay. Job content and context differences un-
doubtedly do affect pay differentials, but mechanisms other
than job choice decisions probably also are involved.

March and Simon (1958) popularized a conflicting model
of decision making behavior featuring sequential consider-
ation of alternatives relative to a satisfying (rather than
maximizing) criterion. In their view rationality is always
limited by incomplete knowledge of options and consequences.
Thus workers consider a limited number of jobs accepting the
first one deemed minimally acceptable. This outlook is
compatible with the obvious limitations on actual self im-
provement or job choice decisions (poverty, educational lim-
itations, mobility restrictions, and inadequate knowledge of
opportunities). Furthermore, other labor market phenomena
such as geographic stability and the propensity of children
to adopt the parental occupation support the limited
rationality model. Thus job choice impact on pay differen-
tials is more likely to be grounded in imperfect knowledge
and economic need than in utility or net advantage maxi-
mization.

Equity Decisions-- Few things will more quickly arouse

individuals and/or move them to action than the perception of
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being treated unfairly in some respect. The consequences of
inequity perceptions regarding pay are such that managements
have devoted a considerable amount of effort to ensuring con-

6 In this sense

formity with the prevailing norms of equity.
equity judgments by workers are a direct determinant of pay
differentials.

A large body of theoretical and empirical work in social
psychology has developed since the 1940's examining the func-
tion of social comparisons in the formation of equi-
ty/inequity perceptions, particularly with respect to finan-
cial compensation. From this perspective, equity decisions,
like judgments of deprivation (Runciman, 1966), are always
relative; no absolute criterion exists.

The equity model most frequently used in research
(Adams, 1965) is a direct descendant of Aristotle's notion of
equity as proportionality of ratios. Judgments of inequity
are based on expectations which are formed by comparisons of
the individual's outcome/input (rewards/investment) ratio to
perceptions of a relevant other or others' ratios. Adams
postulates that a perceived inequality in ratios induces a
tension or drive to reduce or avoid the inequity.

Outcomes, inputs, and referents are all subjectively de-
fined. Outcomes include any monetary or nonmonetary returns
from the job; inputs encompass all factors (personal, job
content, context) considered relevant to the generation of
some return; comparison objects are specific individuals or

some abstract composite other. Since perceived ratio
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inequalities can be positive or negative, the tension may
take the form of guilt or dissatisfaction, with the latter
the primary concern for pay differential determination
purposes. Perceived pay inadequacies lead to reduced effort,
turnover, internal disruptions and other wundesired (by
management) outcomes.

The equity theory based research is voluminous, well re-
viewed elsewhere (Admams and Freedman, 1976; Carrell and
Dittrich, 1978) and generally supportive of the theoretical
propositions regarding underpayment effects. Of most rele-
vance here are not the findings but the problematic aspects.
First, the pay criteria (inputs) considered by individuals
are apparently multiple, vary among persons and across situ-
ations, and in some cases function as both input and outcome
(e.g., responsibility). Some guidance regarding the type of
inputs considered can be offered (Finn and Lee, 1972) but
administrative prescriptions are impossible.

Second, equity theorists do not agree on whether the
comparison standard is internal, another person, a group, or
some combination (Hills, 1980). Research findings suggest
only a tendency to compare with individuals of similar status
and of whom the worker has some knowledge (Delafield, 1979).

Third, only broad generalizations about the consequences
of inequity perceptions are possible. Adam's (1965) series
of propositions and Lawler's (1971) model of the consequences

of pay dissatisfaction identify outcome alternatives, but
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with the possible exception of underpayment in incentive sit-
uations, useful predictions are not possible.

An alternative view of the equity determination process
is offered by Elliot Jaques (1961) based on his research pro-
gram conducted over the past 30 years in the United Kingdom.
In essence Jaques argues that widely shared internal norms of
fair payment exist for varying levels of work, and that indi-
viduals make pay equity judgments through intuitive compari-
son of actual pay vis-a-vis the norm. Most importantly, he
asserts that fair pay norms are directly associated with job
autonomy such that measures of relative 'time span of dis-
cretion" provides a means to identify equitable payment
scales. Thus to Jaques, equity judgments are not a result of
social comparisons but stem from the job itself; the equita-
ble payment criterion is absolute, not relative.

Jaques, like Adams, suggests that failure to provide
equitable payment gives rise to discomfort (neurotic
disequilibrium) which energizes the person to restore
stability. However<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>