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Individual Firm’s Wage Payment System and Employee’s Happiness
Takashi SAITO, Atsushi SANNABE

Abstract

In this paper, we empirically examine the influence of wage level and wage system of companies on the
happiness level of employees by using the micro-cross section data provided by the International Economy and
Work Research Institute.

As previous researches show, increasing absolute wage levels of employees result in happier employees.
However, taking into account the relative income level, it was shown that the absolute wage level loses its
significance, while the indexes of the wage determination process keep their significance.

In other words, rather than the absolute level of the wage, the method of how the wage is determined by each
company’s wage system and the relative wage levels compared to other companies are more important in
determining the degree of happiness.

Considering the indexes showing the difference in wage systems, this paper adopts the following three indexes.
First, the intra-firm wage dispersion index showing the strength of the incentive in a short period. Second,
seniority wage index showing the strength of long-term incentive. Third, the efficiency wage index showing the
difference in relative wage level with other companies.

Generally, as the values of these three indexes increase, the happiness level of employees tends to rise.
However, considering companies that explicitly introduce a performance-based wage system, we found that while
the intra-firm wage dispersion index have a negative effect on happiness, the seniority wage index and the

efficiency wage index continue to have positive and significant effects.
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(0.0324) (0.0316) (0.0321) (0.0420) (0.0411) (0.0317) (0.0418) (0.0413)
EHELEE -62.14%%* -51.44%*% 58 OB**k  -47 Bk
(18.16) (16.86) (17.40) (16.05)
EYESEE_F 3,698+ 3,332 3,430 * 3,069 *
(1,121) (1,005) (1,070) (948.4)
TENELIEIEE 2.272%% 2.244%% 2.099% 2.069*
(1.095) (1.040) (1.268) (1.219)
EBNRERELIEE 0.413%%* 0.413%** 0.409%** 0.409%**
(0.0399) (0.0398) (0.0396) (0.0395)
DD NG O 24 & 0.210%** 0.209%%* 0.209%%* 0.197%*% 0.196%** 0.208%#* 0.196%** 0.196%**
(0.0136) (0.0136) (0.0137) (0.0141) (0.0141) (0.0137) (0.0141) (0.0142)
H O HE JIETHT 0.272%%* 0.272%%* 0.272%%* 0.276%** 0.276%** 0.272%%* 0.276%** 0.276%%*
(0.00870) (0.00867) (0.00871) (0.00877) (0.00874) (0.00867) (0.00878) (0.00874)
e B F o BN 0.0208***  0.0205%**%  0.0211%%%  0.0210%%*  0.0207%F%  0.0209%%*  0.0213%%*  (.0211%%*
(0.00525) (0.00522) (0.00525) (0.00512) (0.00510) (0.00524) (0.00512) (0.00512)
HfOHF x -0.0291%%%  -0.0289%*%  —0.0290%**  —0.0293%*%*  —0.0201%** —-0.0288%** -0.0293%**  —(.029]***
(0.00672) (0.00676) (0.00676) (0.00673) (0.00677) (0.00680) (0.00676) (0.00681)
[AIfIC & B finDBEO Kk E X -0.0548%%%  =0.0547**%  —0.0540%*F*  —0.0538%**  —0,0538*¥*  -0.0540%** -0.053]%**  -0,053]%**
(0.00562) (0.00559) (0.00557) (0.00568) (0.00564) (0.00554) (0.00564) (0.00561)
1153 O 5+ o #i [P o> BT 1 0.0607*%%  0.0605%**  0.0605%**  0.0600%**  0.0598***  0.0604***  (.0598***  (,0598%**
(0.00635) (0.00637) (0.00632) (0.00636) (0.00638) (0.00633) (0.00633) (0.00634)
St TREME 0.106%** 0.106%** 0.106%** 0.102%%* 0.102%** 0.105%** 0.102%%* 0.102%%*
(0.0140) (0.0140) (0.0140) (0.0139) (0.0139) (0.0140) (0.0138) (0.0139)
PEERDS DA ORE S E A EIZD0 T 0.0521%%%  0.0524%%%  0,0532%%%  0,0537%%%  0.05309%*%  0.0531%F*  0.0547F%*  (.0546%**
RIS TR B (0.00899) (0.00912) (0.00911) (0.00914) (0.00926) (0.00915) (0.00927) (0.00930)
35 0 AFEIBAR O BLAT & 0.316%** 0.316%** 0.317%%* 0.318%** 0.318%** 0.317%%* 0.318%** 0.318%**
(0.00811) (0.00812) (0.00810) (0.00805) (0.00805) (0.00810) (0.00804) (0.00804)
tEREAE DT 0.139%** 0.140%** 0.138%*%* 0.132%*% 0.133%*%* 0.139%#* 0.13 %% 0.132%%%
(0.00818) (0.00816) (0.00822) (0.00827) (0.00824) (0.00819) (0.00832) (0.00828)
Hfo [ 0.125%#%* 0.125%#%* 0.125%%* 0.126%* 0.127%%* 0.125%%* 0.126%%* 0.126%**
(0.00840) (0.00838) (0.00842) (0.00841) (0.00840) (0.00842) (0.00843) (0.00843)
S Bk SRR -0.0583%**%  -0.0601***  —0.0597%¥*  —0.0566%** —-0.0585%** -0.0607¥** -0.0581%**  -0.0590%**
(0.0128) (0.0128) (0.0127) (0.0128) (0.0127) (0.0127) (0.0126) (0.0127)
i -0.0269%%%  =0.0270%*%  —0.0272%*F*  —0.0231%*F*  —0.0232%%%  —(0.0272%%*  =0.0234%%*F  —(.0234%**
(0.00201) (0.00199) (0.00201) (0.00214) (0.00213) (0.00201) (0.00215) (0.00214)
T3 — 0.707%%* 0.707%%* 0.705%** 0.687%* 0.687%** 0.705%%* 0.686%** 0.686%**
(0.0359) (0.0358) (0.0355) (0.0338) (0.0336) (0.0354) (0.0334) (0.0333)
KA & 3 — 0.113%* 0.113%* 0.113%* 0.130%** 0.129%* 0.112%* 0.129%** 0.129%%*
(0.0441) (0.0443) (0.0442) (0.0442) (0.0444) (0.0442) (0.0442) (0.0443)
Rl & 3 — 0.0131 0.0113 0.0129 0.0158 0.0140 0.0114 0.0156 0.0141
(0.0159) (0.0158) (0.0161) (0.0159) (0.0158) (0.0160) (0.0161) (0.0160)
FEhS & 3 — 0.980%* 0.979%* 0.980%* 0.992%* 0.991 0.980%* 0.992%* 0.991
(0.0231) (0.0231) (0.0231) (0.0234) (0.0234) (0.0231) (0.0234) (0.0234)
Whd (N— 2 HE - GG - - K R)
Fefi - GrzEl -0.0181 -0.0180 -0.0208 -0.0143 -0.0142 -0.0205 -0.0168 -0.0165
(0.0280) (0.0280) (0.0278) (0.0285) (0.0285) (0.0279) (0.0283) (0.0283)
FipsHk 0.101 %% 0.100%**  0.0966%** 0.104%%* 0.103**%  (.0958%** 0.100%**  (.0992%**
(0.0325) (0.0322) (0.0320) (0.0327) (0.0325) (0.0319) (0.0323) (0.0322)
BT -0.00321 -0.00547 -0.00869 -0.0152 -0.0175 -0.0110 -0.0201 -0.0224
(0.0292) (0.0291) (0.0284) (0.0287) (0.0286) (0.0286) (0.0281) (0.0282)
RBOEER -0.00111 -0.0131 0.0140 -0.00192 -0.0138 0.00560 0.0117 0.00341
(0.0244) (0.0250) (0.0201) (0.0225) (0.0233) (0.0205) (0.0192) (0.0197)
R & X — included? yes yes yes yes yes yes yes yes
FE¥E A I — included? yes yes yes yes yes yes yes yes
cutl 2.514%%% 3.006%%* 2.480%%% 0.243 0.730 2.946%% 0.232 0.693
0.517) (0.574) (0.499) (0.644) (0.684) (0.573) (0.630) (0.690)
cut2 3,589k 4.08]%%* 3,554k 1.319%* 1.806%** 4.021%%% 1.308%* 1.769%*
(0.517) (0.573) (0.499) (0.642) (0.682) (0.573) (0.629) (0.688)
cut3 5.271%%% 5.763%%* 5.236%%* 3.003%%* 3.49] %% 5.703%%* 2993 3.454%%*
(0.521) (0.577) (0.503) (0.649) (0.689) (0.577) (0.635) (0.694)
cutd 7.415%%5 7.907%% 7.38]1 %% 5.150%% 5,637k 7.848%% 5.140%%* 5.600%%*
(0.536) (0.590) (0.518) (0.665) (0.704) (0.590) (0.652) (0.709)
Observations 90,681 90,681 90,681 90,681 90,681 90,681 90,681 90,681
Pseudo R2 0.0662 0.0663 0.0664 0.0670 0.0670 0.0664 0.0671 0.0671
Log likelihood -123035 -123029 -123021 -122939 -122934 -123017 -122927 -122924

Cluster-robust standard errors in parentheses:***p < 0.01, **p < 0.05, *p < 0.1

Cluster &3,
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PRI S EW R 25 10 %5

R4—2 REEFEREAY > TILOHERZR

(1) (2) (3) (4) (5) (6) (7) (8)
W2 B = RS
MHEE 0.101** 0.106%** 0.0994%* -0.0464 -0.0404 0.103%** -0.0465 -0.0427
(0.0400) (0.0392) (0.0404) (0.0511) (0.0505) (0.0397) (0.0515) (0.0510)
TENEL5HIEE -28.18%%* -26.58*%* -19.87%* -19.19%*
(7.787) (7.769) (8.901) (9.035)
TENELSEIEE_F 72.75%%* 69.04%* 51.44%% 49.97%%
(18.90) (18.90) (20.21) (20.57)
EHELIEE -73.29% %% -43.10%%  —-9.61*** -39.57*
(19.78) (21.59) (19.49) (21.02)
EYELEE_F 4,17 1%%% 2,513%* 3,926 * 2,286%*
(1,136) (1,197) (1,124) (1,164)
EBIRHEELIEE 0.396%** 0.394%** 0.393%** 0.393%**
(0.0418) (0.0413) (0.0413) (0.0411)
2AED NFEHI O AT & 0.217%%* 0.216%** 0.216%%* 0.205%%* 0.204#%* 0.216%%* 0.204+%* 0.204% %%
(0.0142) (0.0143) (0.0144) (0.0146) (0.0147) (0.0144) (0.0148) (0.0148)
H L ORE IRl 0.267%*%* 0.266%*%* 0.266%*%* 0.271 %% 0.270%** 0.266%** 0.27 1% 0.270%**
(0.00950) (0.00950) (0.00950) (0.00941) (0.00941) (0.00948) (0.00943) (0.00940)
e 0 B F o PN 0.0227%%%  0.0225%%%  0.0228%%%  0.0229%%%  0.0227%F%  0.0227%F%  0.0230%%*  (.0228%%*
(0.00569) (0.00570) (0.00571) (0.00553) (0.00554) (0.00573) (0.00555) (0.00557)
HEFEOHEI x —0.0271%%%  -0.0266%**  —0.0269%*¥*  —0.0272%%*  -0.0268%**  -0.0266%** -0.0271%**  -0.0268%**
(0.00769) (0.00780) (0.00771) (0.00773) (0.00783) (0.00778) (0.00775) (0.00781)
[FIfIZ & B HEHADREDO K E X -0.0544%%%  =0.0544%*% =0, 0539%F* =0 0535%k*  -0,0535%%*  —0.0540%** -0.0530%**  -(0.0532%**
(0.00553) (0.00546) (0.00551) (0.00564) (0.00558) (0.00547) (0.00563) (0.00559)
153 O H: 5% o i [ o B g 1 0.0613%*%%  0.0613%*¥*  0.0613%**  0.0604%¥**  0.0604***  0.0613%*%*  0.0604***  0.0604%**
(0.00727) (0.00728) (0.00724) (0.00731) (0.00732) (0.00725) (0.00729) (0.00730)
St T HENE: 0.0904%*%  0,0002%**  0.0905%**  0.0876***  0.0873%¥*  (.0903%*¥*  (.0877**  (.0875%**
(0.0112) (0.0112) 0.0112) (0.0113) (0.0113) 0.0112) 0.0113) 0.0113)
PEERDNRHORE S E A EIZD0 T 0.0546%%%  0.0547F%%  0.0554%*%  0.0561%*%  0.0562%*%*  0.0552%%*  0.0569%%*  (.0566%**
KA TS (0.00995) (0.0102) (0.0100) (0.0101) (0.0103) (0.0102) (0.0102) (0.0103)
k5O NP RO B i & 0.317%** 0.317%** 0.318%** 0.318%*%* 0.318%*%* 0.318%%* 0.319%%* 0.319%%*
(0.00904) (0.00906) (0.00902) (0.00891) (0.00893) (0.00904) (0.00889) (0.00891)
FERIEE DS FE 0.135%% 0.135%% 0.1347%%5 0.128%% 0.129%% 0.1347%% 0.127%% 0.128%%
(0.00911) (0.00908) (0.00920) (0.00918) (0.00914) (0.00916) (0.00926) (0.00922)
o | 0.124%%* 0.123%%* 0.123%%* 0.125%%* 0.125%%* 0.123%%* 0.125%%* 0.125%%*
(0.00917) (0.00922) (0.00921) (0.00919) (0.00923) (0.00927) (0.00922) (0.00928)
o B S e -0.0615%%%  =0.0611%**  —0.0629%** —=0.0597%*%*  =0.0595%** =0.0620%** -0.0611%** -0.0603%**
(0.0145) (0.0141) (0.0143) (0.0146) (0.0142) (0.0141) (0.0143) (0.0142)
- i —0.0271%%%  =0.0273%%%  —0.0272%F%  —0.0233%%%  —0.0235%%%  —(.0273%%*  -(0.0234%%*F  —(.0235%%*
(0.00262) (0.00262) (0.00263) (0.00276) (0.00275) (0.00263) (0.00277) (0.00276)
T3 — 0.691 %% 0.691 %% 0.690%* 0.671%%* 0.670%** 0.690%* 0.669%** 0.670%**
(0.0362) (0.0362) (0.0359) (0.0337) (0.0338) (0.0360) (0.0335) (0.0336)
KA LS 3 — 0.132%%* 0.132%%* 0.134%%* 0.147%%* 0.148%** 0.133%%* 0.149%** 0.149%**
(0.0476) (0.0474) (0.0473) (0.0480) (0.0478) (0.0472) (0.0476) (0.0476)
Rl & 3 — 0.0197 0.0178 0.0191 0.0229 0.0209 0.0180 0.0222 0.0211
(0.0169) (0.0167) (0.0171) (0.0167) (0.0165) (0.0169) (0.0169) (0.0167)
T & 3 — 0.981 %% 0.979%* 0.981 %% 0.992%%* 0.990%* 0.980%* 0.992%%* 0.991
(0.0241) (0.0241) (0.0241) (0.0246) (0.0246) (0.0241) (0.0246) (0.0247)
Bfd (N—2 : H¥E - RGE - - L R)
Ffi - il e ik -0.0237 -0.0274 -0.0284 -0.0211 -0.0249 -0.0290 -0.0258 -0.0265
(0.0297) (0.0292) (0.0295) (0.0306) (0.0301) (0.0292) (0.0304) (0.0302)
P 0.101%%%  0.0947%%%  (,095]%%* 0.103%%%  0.0968%*F*  0.0930%%*  (.0974%%%  (.0952%%*
(0.0343) (0.0335) (0.0340) (0.0350) (0.0342) (0.0336) (0.0346) (0.0343)
BT 0.00104 -0.00504 -0.00420 -0.0119 -0.0179 -0.00664 -0.0166 -0.0192
(0.0306) (0.0297) (0.0298) (0.0303) (0.0294) (0.0297) (0.0295) (0.0294)
RBOEEEE -0.0475 -0.0517* -0.0245 -0.0431 -0.0471 -0.0362 -0.0217 -0.0331
(0.0318) (0.0307) (0.0284) (0.0306) (0.0298) (0.0282) (0.0281) (0.0283)
fFX 4 3 — included? yes yes yes yes yes yes yes yes
A I — included? yes yes yes yes yes yes yes yes
Constant cutl 2.173%%% -0.480 2,088 -0.0143 -2.478%* 0.260 -0.0752 -1.822
(0.607) (1.133) (0.601) (0.758) (1.207) (1.271) (0.752) (1.357)
Constant cut2 3240k 0.589 3,157k 1.056 -1.408 1.329 0.995 -0.751
(0.606) (1.132) (0.600) (0.757) (1.206) (1.270) (0.751) (1.357)
Constant cut3 4.920%%% 2.268%* 4.836%%% 2.736%%% 0.273 3.007%* 2.676%%* 0.930
(0.611) (1.132) (0.605) (0.764) (1.209) (1.271) (0.758) (1.359)
Constant cutd 7.045%%* 4.393%%% 6.961%%* 4.863%%% 2.400%* 5.133%%* 4.803%%% 3.057#*
(0.633) (1.140) (0.627) (0.789) (1.220) (1.278) (0.783) (1.370)
Observations 76,832 76,832 76,832 76,832 76,832 76,832 76,832 76,832
Pseudo R2 0.0654 0.0654 0.0655 0.0661 0.0661 0.0655 0.0662 0.0662
Log likelihood -104681 -104677 -104668 -104607 -104603 -104667 -104596 -104594

Cluster-robust standard errors in parentheses:*** p <0.01, ** p <0.05, * p <0.1

Cluster 133,
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LA I —I3ABICIETH 5., T4abb, Btk
DZVEDT N, ATEERRIZEET 2 EEE IS, Z
OFFRIZ, HRPTHML TBIEE IS (Inglehart
(1990). White (1992). £% - K171 (2007)). L
L ZORERIE, BT LMD nHIEL D &K
FNEEEL TSI L ARLTNEDITTidk
W TR HEL D QRO L LMK
WIS, ZOMRPBEENTNEZD»E LIts,
Blanchflower and Oswald (2000) {Z. 1970 4F-{XHf
F2 5 1990 R FITH T TRMDOFERE KT
LT3 T, BRI Z S LAaZr’ohxs
WZEEMEL TS, ZOBISLMEDMEEH A
HAZEEZEZOND,

KRELI—IFHARICIETH S, Thabb, KEH
EHAEE - EEFICHART, FEESEV. O
Rid, KETHVEWS ZE THLORHLEL, 1
2B BB A O 2 A B AU S WIRDLE R
LTW30728 Lk,

BRI K B 2203, MERIRAEE T Y ba— L L7
BTk, AWEEEEICEL TUZE A CEE RITL
TR,

RIS 3 ARIBE ISR T, ARICERE &N,
ZOFERE ., LI e —KT 5, MBS RN
HEEA2EOLIILFIFEALTHEIPEZIEEE->TE
Y (Diener etal. (2000)) .

BE. KL EEOBRIE. EEE LTS
DTIFHL., MBPEEEZE 26T LMo T
% (Mastekaasa (1995)),

W2 F A, EREIIK T T 5. ZORRIE.
MROKEEENIC 122 < OETHIRE IEIRT 5
(Stroebe and Stroebe (1987). Campbell, Converse,
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