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(1) Introduction 
 

Job quality has become a major area of interest. There are several reasons for this. 

Firstly, from a policy standpoint, there has been increased awareness that Western 

nations need to promote and maintain high quality jobs not only to compete as so-

called ‘knowledge economies’ but also to deal with the issue of ‘work-life’ balance, 

and to safeguard against the potential adverse impacts of ‘labour market flexibility’ on 

the quality of work. Various national and EU initiatives as well as the ILO’s ‘decent 

work’ programme have emphasised the importance of the quality of employment, not 

just its quantity. Secondly, the emergence of high quality representative national 

surveys (a relatively new social science instrument) has provided the means to better 

understand the trends and patterns in job quality, and this has led to a mushrooming in 

empirical research on the topic. Thirdly, changes have occurred in the social science 

literature that has opened up new areas for cross-disciplinary research on job quality. 

A notable recent development is the move by mainstream economists to consider the 

issue of subjective well-being or happiness, inclusive of self-reported job quality. 

While once somewhat isolated in the social sciences, economics has latterly begun to 

engage with other subjects. This is evident in the study of job quality where labour 

economists can now be seen to share common interests with other labour researchers.  

 

The apparent convergence of research between economics and other social sciences in 

the area of well-being has been reflected in the development of the ‘economics of 

happiness’, a new approach that is multidisciplinary in its concepts and approach (see 

Layard 2005; Kahneman and Krueger 2006). The happiness literature has included 
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specific consideration of workers’ well-being, understood as the utility they derive 

from work, and measured by the responses they give to questions on job satisfaction 

in social surveys (e.g. Clark and Oswald 1996). This approach has proliferated over 

recent years and has attracted widespread interest both among social researchers and 

policy makers. But there also exists in the literature a non-hedonic or objective 

approach to well being at work that focuses upon the specific concrete dimensions of 

work such as wages, skill levels, autonomy and discretion. This alternative approach 

draws upon insights taken from Amartya Sen’s capabilities framework (Sen 1999) 

and has been used to interpret available data on workers’ well-being, offering 

different conclusions to happiness research (Green 2006). 

 

This paper elucidates and explains some of the differences that exist in the 

interpretation of job quality both as a concept and as captured in social surveys. It 

does so by focusing upon the relationship between wages and reported job 

satisfaction. Based on data from the UK, we find that there is a robust U-shape of 

reported job satisfaction in wages. This pattern has hitherto been rather neglected in 

the literature. This neglect in part reflects on the way that analysis in happiness 

research has developed. Hence the predominant attention given to the role of relative 

wages in lessening and nullifying the impact of higher wages on job satisfaction has 

had the unintended consequence of crowding out thorough analysis of the relationship 

between absolute wages and job satisfaction. Another factor behind the neglect of the 

above pattern is its counterintuitive nature. It apparently suggests that the low paid 

have a level of job satisfaction which is comparable to that of the high paid, while 

those in the middle of the wages distribution have relatively low job satisfaction.  

 

We go through various possible explanations for the U-Shape of reported job 

satisfaction in wages – e.g. that it reflects ‘skill mismatch’ or that it simply captures 

the well-known U-shape of age and job satisfaction – but find that none is sufficient 

to fully account for it empirically. In particular none can account for the high reported 

job satisfaction of low paid workers. Instead we offer an explanation based upon an 

objective approach to well being at work. We argue that there are marked differences 

in objective terms between jobs in the wage distribution and that this difference is not 

necessarily manifest in the reported job satisfaction of workers. The standout result 

that the low paid report high job satisfaction, specifically, provides a false signal of 
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the true job satisfaction of this group. We review a range of qualitative evidence 

describing how low paid workers who report high job satisfaction in social surveys 

reveal, in in-depth interviews, that they are by no means satisfied in their jobs. Their 

high reported job satisfaction, in fact, reflects a low benchmark level of norms and 

expectations against which they respond to social survey questions, effectively 

concealing their low level of job satisfaction, as uncovered in face-to-face interviews. 

We advance this explanation in order to refute the argument that low paid jobs offer 

satisfying work. 

 

The problem as we see it is that much happiness research, by taking at face value the 

reported job satisfaction of workers, can be seen to gloss over real inequalities 

between job quality and hence to limit or deny the case for necessary work reforms to 

improve the quality of work, especially as faced by the low paid. We conclude that 

any effective interventions to raise job quality can only be pursued on the basis of an 

objective view of well-being at work such as the one we set out in the paper. We 

stress, however, that further qualitative evidence is required to substantiate and 

develop our explanation and to tease out further the complex but critical issues in the 

theory and evidence on job quality.  

 

The paper is divided up as follows. Section 2 examines competing explanations on the 

relationship between job satisfaction and wages. Section 3 considers some 

methodological issues. Section 4 sets out the data and results. Section 5 concludes.  

 

(2) Alternative Approaches to the Job Satisfaction–Wages Relationship  
 
This section considers two ways of interpreting and theorising the relationship 

between job satisfaction and wages. Each stems from a general philosophy and theory 

of well-being. The first is the subjective approach to well-being adopted in happiness 

research while the second is the objective approach to well-being linked to Sen’s 

capabilities framework. The section will argue the case, at the theoretical level, for the 

objective approach to well being at work, discussing implications for the theory of job 

satisfaction and wages. In so doing, the section will set the scene for the empirical 

analysis of job satisfaction and wages that will follow in later sections. 
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The subjective approach to job satisfaction and wages 

 

To understand the subjective approach to job satisfaction it is first necessary to 

consider the subjective approach to well-being in general. This subjective approach 

has its roots in utilitarian philosophy, whereby ethical judgements are reduced to 

judgements about the maximisation of happiness or utility, a classic statement of this 

view being provided by Bentham. Happiness economics, along with ‘positive’ 

psychology, has attempted to revive this approach. Its essential purpose is to 

rehabilitate ‘utility’ as a cardinally and interpersonally measurable (psychophysical) 

entity. While economists have been taught to see utility as an ordinal concept the 

happiness literature calls for them to measure utility directly through the use of newly 

available social surveys.  

 

In short, the economics of happiness does not so much signal a change in the 

substantive content of established neoclassical economic theory – after all it is well 

known that this theory can be given a cardinal or ordinal utility interpretation – as a 

shift in the focus of economic theory, of empirical work and of policy prescription 

towards a direct concern with the determinants of human happiness, where the latter is 

conceived of a psychophysical object of direct enquiry. This approach makes 

economics merely one of a number of relevant disciplines in the study of human 

happiness; others include psychology, neurophysiology, sociology and philosophy. 

But happiness economics remains relatively distinctive in its advocacy of a subjective 

approach to well-being. 

 

Happiness economics has been applied in several areas, including labour economics. 

In the latter, particular interest has been shown in the use of data on job satisfaction 

taken from large-scale social surveys. Previously, with a few notable exceptions (e.g. 

Freeman 1978), labour economists preferred to focus on wages as the sole measure of 

job quality and were wary of subjective data on workers’ preferences. Such 

preferences, it was argued, had to be inferred from the actions of workers in the 

labour market, not by their responses to social surveys. Now, however, there is 

increasing acceptance that data on job satisfaction has meaning not only as a way to 

better understand labour market behaviour (e.g. quits) but also as a measure of the 

level of utility that workers can derive from work.  
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Happiness research in labour economics has offered a novel explanation of the link 

between job satisfaction and wages, modifying the approach of standard economic 

theory. The latter would imply, ceteris paribus, that the relationship between job 

satisfaction and wages is positive. This would be on the simple assumption that higher 

wages increase the amount of consumption opportunities open to workers. Human 

capital theory would suggest a similar result as higher levels of skill and education 

lead to higher marginal product and so higher wages and higher consumption. On the 

presumption that high skill jobs are more rewarding jobs, then this implies that high 

job satisfaction arises not just from higher wages in these jobs but also from their 

more rewarding content. The theory of compensating wage differentials, however, 

would suggest that there is no relationship between job satisfaction and wages, at least 

in so far as wages are assumed to fully compensate workers for all the intrinsic costs 

and benefits of work. Modern research associated with the economics of happiness, in 

a different vein, suggests that job satisfaction is dependent on relative rather than 

absolute wages. If a worker receives a higher wage then her job satisfaction need not 

rise as long as the wages of others in her so-called ‘reference group’ also increase. 

Here there is the idea that workers remain concerned with their wages in comparison 

with others higher up the wage distribution and that they will only feel more satisfied 

with work in terms of pay if their own position improves relative to that of their 

reference group (Clark et al. 2008). 

 

The explanation of the effects of relative wages on reported job satisfaction brings 

into view the role of norms and expectations in shaping how workers respond to 

social surveys. Thus, it appears that when workers come to evaluate their own job 

satisfaction they take into account their normal or expected level of wages. Where 

their own wages fall short of their normal or expected level, then workers need not 

express higher job satisfaction even if they become materially better off. This kind of 

explanation based on workers’ not experiencing improved job satisfaction despite 

their receiving higher absolute wages has been used to account for the so-called 

‘paradox of happiness’ in which rises in real incomes have not coincided with rises in 

reported happiness (Clark et al. 2008).  
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But while the analysis of relative wages has proved fruitful it has tended to come at 

the expense of consideration of the impact of absolute wages While it is true that 

workers may compare their wages with others and this may influence their 

perceptions of job satisfaction there is also the issue of the direct relationship between 

wages and job satisfaction to consider. Specifically, do the higher paid have higher 

job satisfaction than the middle and low earners? If so by how much are they more 

satisfied? 

 

Before summarising and turning to objective approaches, it should be noted that the 

economics of happiness explores empirically many other determinants of job 

satisfaction than relative wages. This research has suggested that the effect of norms 

and expectations on job satisfaction outcomes is not restricted to the influence of a 

‘reference’ or ‘target’ wage. Firstly, a U-shape of age in job satisfaction has been 

uncovered in the UK, the suggested explanation lying in the changing norms and 

expectations of individuals as they get older (Clark et al. 1996). Secondly, the effect 

on job satisfaction of increasing skills and education has often come out as negative in 

empirical estimations. This would contradict the predictions of standard human 

capital theory mentioned above. In response it has been hypothesised that increased 

skill and education not only increase the quality of the job but also the norms and 

expectations of the individual worker. If the skill and education of workers are not 

required by their jobs then their increased expectations may be dashed and they may 

become less rather than more satisfied. A body of evidence for this skills mismatch 

hypothesis exists (Green 2006; Rose 2000, 2003, 2007). Other statistically and 

theoretically important determinants of job satisfaction discussed in the literature 

include job security, social relations at work, and management responsiveness. A 

rationale for these variables has generally been sought from outside the economics 

literature, for example, in occupational psychology. 

 

In summary, the subjective approach to well-being at work, as adopted by the 

economics of happiness, has motivated discussion of a range of determinants of job 

satisfaction of which absolute wages is only one, and indeed one that is downplayed 

in favour of relative wages. There has also been a stress on the role of norms and 

expectation in mediating the relationship between determinants of job satisfaction and 

the actual impact of those determinants. But the general feature of happiness research 

 6



is that reported job satisfaction directly measures the subjective well-being of 

workers. On this point, it differs from the objective approach to well-being, which we 

will now discuss. 

 

The objective approach to job satisfaction and wages  

 

As in the case of the subjective approach outlined above, it is necessary to first 

consider the objective approach to well-being in general before considering its 

application to the study of job quality. The objective approach to well-being is present 

explicitly or implicitly within some of the industrial relations and sociology literature, 

as well as within non-mainstream economics (elsewhere we have developed the 

argument that it is part and parcel of the political economy tradition – see Brown et al. 

2007). Undoubtedly the most influential contemporary development of the objective 

approach is Sen’s ‘capabilities’ approach, an approach recently applied to the question 

of job quality by Green (2006), and it will be focused upon below. 

 

Well-being, within the capabilities approach, does not refer to the subjective utility 

level, or the preference satisfaction, of atomistic individuals, as in mainstream 

economics. Rather well-being refers to what social individuals are objectively able to 

be and do, i.e. to their actual capabilities and ‘functionings’ in society. It thus 

combines a focus on the objective needs of individuals (e.g. their capability to obtain 

food and other needs), with a focus on their freedom to creatively develop, to become 

what they want to be, to do what they want to, within, and as part of, society. At a 

philosophical level, this view has its classic statement in Aristotle’s vision of 

‘eudemonia’ (a point that has been extensively developed within a political economy 

framework, see Brown et al. 2007). Sen’s is thus an ‘objective’ approach to well-

being. However, we note here and develop below the point that objectivity by no 

means excludes subjectivity on this view. What is rejected is the alternative view, 

rooted in utilitarianism and reproduced in modern happiness research, that separates 

out a distinct state or psychophysical object termed ‘utility’ or ‘preference’ assumed 

to exist in the heads of atomistic individuals, and asserts that this supposed subjective 

state is the sole criterion of well-being.  
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In application to the work domain, the objective view of well-being entails that the 

capabilities and functionings afforded to the job holder constitute the well-being at 

work of the worker or the quality of the job. Green (2006) focuses on the following 

key dimensions of jobs: wages, security, effort, skill, and autonomy. With the 

exception of wages, these dimensions are prevalent in both the sociological literature 

and the literature in occupational psychology (the latter is the same literature upon 

which the subjective approach draws in order to empirically explain or account for job 

satisfaction). The omission of wages in some of the sociological and psychological 

literature reflects a focus upon the intrinsic aspects of work. Within Sen’s framework 

then, as Green points out, it is clear that wages should be included in the definition of 

job quality due to the capabilities for consumption and leisure that that they afford to 

workers.  

 

Green also includes job satisfaction as a dimension of job quality. He leaves open 

how the concept of job satisfaction might be interpreted but we emphasise that it does 

not refer to utility as a psychophysical object. Instead, given the objective approach to 

job quality, job satisfaction can be taken to refer to the workers’ own assessment of 

their well-being, one that will be internally related to (implicitly weighing up and 

combining) the salient objective dimensions of their work. Thus, on the objective 

approach, wages are not conceived of as one of many ‘inputs’ that combine to 

produce the ‘output’ of a worker’s ‘utility’ level. Instead wages and job satisfaction 

are on equal footing as but two dimensions of a multi-dimensional conception of job 

quality or well being at work.  

 

The implication of this objective approach for the relation between job satisfaction 

and wages is unambiguous. As we have seen already, the level of wages varies 

positively with the workers’ capabilities for consumption and leisure. Furthermore, as 

we move up the wage distribution we will obviously also see marked improvements 

in various other objective dimensions of work such as promotion prospects, perks, 

pension rights, sick pay, alternative available jobs, position in social hierarchy (status, 

class), position in work hierarchy, degree of influence at work, and so on. Thus, the 

simple univariate relationship between wages and job satisfaction (as a reflection of 

well-being at work) should be positive and steeper than the partial relationship that 

controls for the other factors though multivariate regression. In sum, the objective 
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approach is led, albeit by a very different route, to the same conclusion as in simple 

utility theory, namely that wages are positively related to well-being at work, and that 

this will be reflected in a positive relationship of wages with job satisfaction.   

 

However, the difference between objective and subjective approaches reveals itself 

starkly when it comes to methodological issues in the measurement of job quality and 

job satisfaction. These issues are critical to the overall argument of this paper and will 

be considered in the next section. 

 
(3) Methodological Issues 
 

The standard method within the economics of happiness would be to estimate (usually 

by an ordered probit) a job satisfaction equation of the general form:  

 

( jihyyuu ,,,',= )          (1) 

 

Where u is reported job satisfaction (interpreted as utility derived from work), y is 

income, y’ is comparison income, h is hours worked, and i and j are sets of personal 

and job characteristics respectively (e.g. Clark and Oswald 1996). As we have seen 

above, it is partly in response to the results of this approach that relative rather than 

absolute wages and income have become the prioritised focus of enquiry in happiness 

economics. Hence in empirical estimation y’ has been shown to have a strong and 

negative influence on reported job satisfaction (see Clark et al. 2008). 

 

However, the appropriate methodology within the objective framework that we wish 

to promote is not so straightforward. For one thing there is a strong element within the 

objective tradition that would simply banish subjective survey evidence altogether. To 

critics the use of such evidence risks the superficial and indeed ultimately vacuous 

treatment of fundamental issues of degradation and alienation at work. Harry 

Braverman (1974: 29) remains a cogent statement of such a view though it should be 

stressed that large scale data of the quality now available was absent when Braverman 

was writing. Braverman points out that the objective conditions of work are 

identifiable regardless of workers’ subjective responses to questionnaires, responses 

that will be subject to circumstance and to adaptation of workers to the conditions 
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they face. He also notes the resonance of a quantitative methodology with 

individualism. The equation set out above is a modern day example of Braveman’s 

point, since it essentially imposes the same equation structure and parameters on all 

individuals and so is most readily interpreted as referring to a representative utility 

maximising individual.  

 

In order to develop an objective approach that does not dismiss data on job 

satisfaction outright, we turn, once more, to Green (2006). As we have seen above, 

Green adds job satisfaction to the range of dimensions against which objective job 

quality is to be defined and measured. He goes on to argue that each of these 

dimensions (e.g. wages, skill, autonomy, etc.) can be measured in social surveys, but 

he stresses that allowances must be made for the norms and expectations of survey 

respondents. Take, for example, the dimension of work effort. A social survey 

question will ask the respondent to rate effort on, say, a 1-5 scale. Green (2006: 62) 

recognises, in line with many sceptics of social survey data, that one cannot directly 

read off ‘true’ effort levels from such a response because the response will be made 

against some effort norm or expected level of effort. Other things being equal, an 

increase in the effort norm of a respondent will decrease the reported effort level of 

that respondent because the report is being made against a higher benchmark level, 

even though the true effort level has remained unaltered. Green applies this same 

logic to reported job satisfaction. Thus workers will have some norms and 

expectations regarding the level of job satisfaction against which they will benchmark 

the responses they give to relevant survey questions (Green 2006: 152-53). In 

consequence, reported job satisfaction may increase, even though true job satisfaction 

remains unaltered, as a result of a decrease in the norms and expectations regarding 

job satisfaction of survey respondents. The implication of Green’s objective approach 

is thus to deny the direct equation of reported and actual job satisfaction made by the 

economics of happiness.  

 

Let us take stock of the subtle but major difference between Green’s objective 

approach and that of the simple subjective or happiness approach to measuring job 

satisfaction. At a general level, there is acceptance in both approaches of the 

importance of work norms and expectations to job satisfaction – in particular the fact 

that the norms and expectations of workers will to some degree adapt to the work 
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undertaken. However, we emphasise that there are flatly opposing interpretations 

between these approaches as to the implications of such adaptation for job 

satisfaction, as measured by self-reported survey data. For the objective approach of 

Green, norms and expectations may serve to conceal true job satisfaction, as in the 

case where a shift in norms and expectations is mistaken for a shift in true job 

satisfaction. By contrast for the simple subjective approach, norms and expectations 

are key determinants of true job satisfaction because there can be no distinction 

between reported and true job satisfaction within this approach. We will see in the 

next section that this methodological issue is critical when interpreting the data and 

results on wages and job satisfaction.  

 

It should be noted that Green’s argument by no means invalidates the use of social 

survey data. Rather, it highlights the need for careful interpretation of these data, in 

particular by taking into account the norms and expectations of respondents. For 

example, Green (2006: 153) argues that norms and expectations may be relatively 

constant over the short to medium run enabling inferences to be drawn about changes 

in true job quality over time from survey data. This argument cannot of course be 

applied to the cross sectional data that we scrutinise below. What can be said is that, 

where patterns in the survey data are evident, then it may be possible to generate 

interesting hypotheses as to their cause, couched in terms of the interaction between 

the true job quality and the norms and expectations of survey respondents. Indeed the 

existence of persistent and puzzling patterns in the data may demand that such 

hypotheses are put forward. In order to test or substantiate any particular hypothesis, 

further evidence is likely to be required, in addition to survey data, not least detailed 

qualitative evidence.1 

 

The empirical analysis and interpretation below will draw from and illustrate the 

above methodological discussion. We will uncover an interesting pattern in the data, 

viz. a U-shape of reported job satisfaction in wages. We will then consider contrasting 

interpretations and hypotheses that might explain this pattern, drawing from and 
                                                 
1 There is a notable resonance between this approach to social survey data and realist 
methodological prescriptions. Thus the attempt to hypothesise the underlying real 
causes of surprising observed patterns (‘demi-regs’) is, in a nutshell, the method 
recommended by ‘critical realist’ economists such as Lawson (2003).  
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evaluating the objective and subjective approaches reviewed above. Multivariate 

econometric estimation will be used to help test alternative hypotheses. It should be 

noted that the use of econometrics does not imply an individualistic and optimising 

approach; rather, the use of an equation similar to (1) above is interpreted here as 

simply a way of exploring patterns in the distribution of attributes across society. 

Thus the variables in equation (1) can be interpreted through the lens of the objective 

approach to well-being, and need not be associated with the individualism and 

subjectivism of standard economic theory. Such an approach does not entail the 

presumption that cross-sectional patterns of variation are the same as patterns of 

variation of individuals through time. For this reason panel regression will not be used 

below. 

 

(4) Results and Discussion 

 

Data 

 

Our data draws from two sources, namely the British Household Panel Survey 

(BHPS) and the Workplace Employee Relations Survey (WERS). The BHPS is an 

annual survey of the occupants of a panel of around 5000 households. Data from 1993 

to 2004 will be used below. BHPS respondents who are in employment were asked to 

rate on a seven point scale how satisfied they were with their job, overall, and with 

four specific aspects of their job: 1) the work itself, 2) job security, 3) hours worked 

and 4) pay. We have also constructed a composite job satisfaction index as simply an 

unweighted mean of the four individual facet scores. 

 

WERS is a nationally representative survey of British workplaces, and has been 

conducted at various intervals since 1980. The two latest surveys, conducted in 1998 

and 2004, include an employee questionnaire, which was distributed to twenty five 

randomly selected employees in each workplace that participated in the survey (and to 

all employees in workplaces with fewer than twenty five employees). These surveys 

offer several questions on job satisfaction. There are three such questions that appear 

in both the 1998 and 2004 surveys: these relate to satisfaction with pay, with 

achievement, and with influence. These are measured on a 5 point scale, ranging from 

‘very dissatisfied’ to ‘very satisfied.’ The 2004 WERS contains several additional 
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questions on job satisfaction measured on the same scale: these relate to satisfaction 

with initiative, with training, with security, and with work itself. In addition to using 

these variables, we have also constructed a composite measure of job satisfaction as 

an unwieghted mean of the various job satisfaction questions. 

 

Results 

 

Figure 1 plots the relationship between various measures and facets of job satisfaction 

and wage quintiles, using both WERS and BHPS data. What is striking is that this 

simple bivariate relationship invariably takes the basic form of a U-shape, though 

sometimes a skewed one (with the skew sometimes leftward and sometimes 

rightward), such that in no case do we find that the lowest (or highest) wage quintile 

has the lowest average level of job satisfaction. Table 1 examines the bivariate cross 

sectional U-shape more rigorously by estimating a simple quadratic of job satisfaction 

(of various kinds and facets) in (the log of) wages. Cross sectional evidence from the 

BHPS (1993 to 2004) and from WERS 2004 is included. In every single case the 

coefficients are correctly signed for a U-shape, that is, the coefficient on the squared 

wages term is positive and on the linear wages term is negative (this is a U-shape that 

has been stretched on its right hand side since the log of wages has been used) and in 

the vast majority of cases, including all cases in WERS 2004, these coefficients are 

statistically significant.  

 

FIGURE 1 NEAR HERE 

 

TABLE 1 NEAR HERE 

 

The U-shape pattern is all the more striking given that it is seldom so much as noticed 

in the literature (as noted above, the literature tends to focus on relative rather than 

absolute wages). In fact, with the notable exceptions of Rose (2000) (see below) and 

of Brown et al. (2007), the pattern has not been seriously considered in the literature 

before. Could it be that this is because the pattern disappears in multivariate analysis? 

Table 2 presents results from multivariate estimations (ordered probit or OLS), where 

a full range of independent variables has been added to the quadratic in wages. The 

table reveals that the U-shape does not disappear in multivariate analysis. To the 
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contrary it is retained in a range of cases and a very interesting pattern emerges, as we 

will discuss below. 

 

TABLE 2 NEAR HERE 

 

Close examination reveals that it is in the intrinsic facets of job satisfaction, those 

directly concerning the activities undertaken in the job, where the U-shape is robust to 

the inclusion of other independent variables. Thus, in WERS 2004, we see that it is 

satisfaction with work itself, with sense of achievement, with influence, and with 

initiative, which continue to display a significant U-shape in wages. In the BHPS, 

‘work itself’ continues to display the U-shape. Extrinsic factors, those concerned with 

external rewards and benefits of the job, on the other hand, cease to display a U-shape 

in multivariate analysis, and instead a positive partial relationship of these facets to 

wages is found. For example, in WERS 2004, satisfaction with pay, with security, and 

with training, no longer display the U-shape in multivariate estimation. Measures of 

overall job satisfaction reflect these findings on individual facets. The WERS 

composite measure, and the BHPS single item overall satisfaction measure, continue 

to display a statistically significant U-shape in multivariate estimation. However, the 

BHPS composite satisfaction measure does not display the U-shape because it seems 

to be dominated by the extrinsic factors (and the sample size is much smaller than for 

WERS). In short, in multivariate estimation, a U-shape in wages is retained for 

intrinsic job satisfaction facets, and for two out of three overall job satisfaction 

measures but not retained for extrinsic facets which, instead, display a positive 

relationship with wages.2 

 

Interpretation 

 

First we will discuss the interpretation and possible general explanations of the simple 

bivariate U-shape. We will show that subjective and objective approaches to job 

quality in fact reach diametrically opposed interpretations of this shape with 

                                                 
2 It is possible to calculate the wage level at the low point of each of the observed U-shapes, and this 
wage level is reported in the tables. However, when all facets are considered over both data sets, no 
simple or robust pattern is evident and we leave further analysis and discussion of this aspect of the 
relationship between wages and reported job satisfaction for future study.   
 

 14



profoundly different policy implications. We then move on to consider the 

multivariate results.  

 

In the previous section we emphasised that, at a general level, there is widespread 

acceptance in the job quality literature (whatever theoretical approach is taken) of the 

importance of work norms and expectations to worker well-being – in particular it is 

generally understood that the norms and expectations of workers will to some degree 

adapt to the work undertaken. However, we have emphasised that there are flatly 

opposing interpretations in the literature as to the implications of such adaptation for 

worker well-being, especially as measured by self-reported survey data. For the 

objective approach, norms and expectations serve to conceal true (‘objective’) worker 

well-being, whereas for the simple subjective approach, norms and expectations are 

key determinants of true (‘subjective’) worker well-being. Consideration of the 

bivariate U-shape of job satisfaction in wages will serve both to further explain, by 

way of illustration, these distinctions and to suggest an interpretation and general 

explanation for the observed U-shape. 

 

To begin with, note that, when considered apart from the low earners, the job 

satisfaction of the middle and high earners does not present a theoretical puzzle. 

Theory and commonsense would suggest that high earners have greater job 

satisfaction than middle earners as a result of the improved objective job quality of 

high earners along a range of objective dimensions (not least of all pay) and that is 

exactly what the right hand side of U-shape implies. The fundamental puzzle posed by 

the U-shape is therefore how to explain the relatively high job satisfaction of the low 

paid (the left hand side of the U-shape). The high job satisfaction of the low paid has 

been occasionally discussed in the economics literature. Leontaridi and Sloane (2004) 

and Diaz-Serrano and Vieira (2005), for example, note that the reported job 

satisfaction of low paid workers (those on below 60% of average earnings) is higher 

than that of more highly paid workers. In terms of the U-shape, this simply means that 

the low-paid are at the left-hand tail of a U-shaped distribution so have higher 

reported job satisfaction than the overall average of those above them (this overall 

average being pulled down by the low reported job satisfaction of those in the middle 

of the distribution). 
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The ‘adaptation’ of norms and expectations can be employed to explain the high 

reported job satisfaction of the low paid. Thus it could be said that a low level of 

norms and expectations causes the high reported job satisfaction of those in low paid 

jobs. On the simple subjective account of worker well-being, then the high reported 

job satisfaction owing to low norms and expectations translates directly into high true 

or actual job satisfaction. Leontaridi and Sloane (2004) and Diaz-Serrano and Vieira 

(2005), indeed, offer just such a view. Based on this interpretation of the data, they 

conclude that the current EU and UK policy agenda to promote high paid, high skill 

work is inappropriate to the goal of raising worker well-being in the UK because low 

paid workers are in fact in the highest quality jobs in the UK.  

 

The alternative objective approach to worker well-being, such as that of Green (2006) 

and Brown et al. (2007) presents a quite different interpretation. It suggests that the 

low norms and expectations of the low paid act to disguise their true well-being at 

work. On this view, the low norms and expectations of respondents in low paid jobs 

can be seen to lead them to rate job satisfaction relatively highly despite their not 

being truly satisfied in their jobs. That is, their high reported job satisfaction may be 

an indication of ‘satisficing’, making the best of an objectively bad job, rather than an 

indication that low-paid work is truly satisfying (Walters 2005).  

 

The line of argument taken by the objective approach to well-being suggests the need 

to probe further the satisfaction or otherwise of low paid workers by interviewing 

them in-depth. Just such work has been undertaken on low paid, part-time women in 

the UK (Walters 2005, Tomlinson 2006, Grimshaw and Carroll 2008). Most of these 

workers reveal in in-depth interview that they are dissatisfied with their jobs – they 

are doing the best that they can in circumstances that are very adverse and over which 

they have little or no control. Furthermore, the minority of this group of low paid 

workers who continue to express satisfaction with their jobs in the context of in-depth 

interview do not compare their jobs to those higher paid jobs which lie outside of their 

feasible set of available alternative jobs. Their evaluation of job quality rather is 

limited to a small set of low quality jobs, out of which their present job appears 

relatively ‘good’. Hence it is not a case of workers’ expressing true job satisfaction, 

but rather one of their exhibiting a natural response to the very limited options open to 

them. Similar findings have emerged from qualitative studies of other groups of 
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workers who are concentrated in low-paid employment. These include migrant 

workers, temporary agency workers, and homeworkers (see Anderson et al. 2006, 

Commission on Vulnerable Employment 2008, MacKenzie and Forde, 2009). A 

recurrent theme in interviews with these workers is that their objective job quality is 

low, in terms of contractual status, pay and conditions of employment, and that their 

responses to job satisfaction surveys are formed through comparisons with 

realistically obtainable alternatives (see also Cooke and Lawton 2008, and Lloyd et al. 

2008).  

 

The issue of how the low paid assess job quality raises broader questions about 

economic and social mobility. Put simply if the low paid face few opportunities to 

secure better paid jobs and find themselves stuck in the bottom end of the wage 

distribution they may come to expect very little from work other than the bare 

essentials of a wage. Instrumental or material considerations thus may dominate their 

assessment of the quality of work. When low paid workers say that they satisfied with 

work, in this case, it needs to be borne in mind that their options are extremely limited 

and that their reported job satisfaction is inflated artificially by their expectations of 

not moving to other better paid jobs. Evidence for the UK does indeed suggest that the 

low paid as a group have found it very difficult to improve their position in the wage 

distribution (Dickens 2000). The chronic barriers to wage mobility faced by the low 

paid in the UK thus may have helped to depress their norms and expectations about 

work, and led them to report relatively high job satisfaction even though the jobs they 

do remain in objective terms of low quality. 

 

Having explained the left-hand tail of the U-shape of reported job satisfaction in 

wages, in terms of the chronically low norms and expectations of the low paid, there 

is no need to make any strong claim regarding the middle and high earner groups, in 

order to explain the U-shape as a whole. It is sufficient merely to argue that norms 

and expectations do not adapt to such a degree as to fully offset the difference in 

objective job quality between middle and high earners. However, our discussion of 

the multivariate estimations below will reveal a range of arguments that suggest 

further specific reasons why the norms and expectations of middle earners may be 

more often unmet than those of high or low earners. The implication of these 

arguments, in addition to those made above regarding the low paid, will be that it is 
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only the very high earners who can be plausibly argued to have both relatively high 

norms and expectations regarding work, and objective conditions of work that meet 

these high expectations.  

 

How, then, does our suggested general explanation help to interpret and understand 

the multivariate results? In order to answer this question, it will be useful to consider 

the relation of our explanation to the existing literature in a little more detail. Three 

key empirical results can be cited here. Firstly, it is well-known that higher skill and 

education levels do not always lead to higher reported job satisfaction, rather they 

have often been found to have a significant negative effect on job satisfaction. Indeed 

our own multivariate estimations overwhelmingly confirm this negative impact: hence 

we obtain negative and significant coefficients on educational qualifications in all our 

estimations (not reported here – results available from the authors), implying that the 

higher the level of education, the lower the reported job satisfaction. The standard 

explanation of this result is in terms of norms and expectations: high skill and 

education levels may raise expectations of job quality which, if not met by the jobs 

undertaken, will yield lower job satisfaction. Indeed Rose (2000), the only previous 

author to highlight the U-shape under examination here, invokes a form of skill 

mismatch as the basic explanation for the U-shape. The interpretation would be that 

while the low and high paid are able to avoid the problem of skill and education 

mismatch middle earners suffer from this problem leading to their low reported job 

satisfaction. A second well-known result is the U-shape of job satisfaction in age, a 

result that, once more, is generally explained by reference to the norms and 

expectations of survey respondents (Clark et al. 1996) (our multivariate estimations 

confirm this result for the BHPS data but not for WERS data). Given that low earners 

tend to be young then the U-shape of job satisfaction in age, where present, could 

explain the U-shape of job satisfaction in wages. A third well-known result is that 

females generally report higher job satisfaction than males, despite being on average 

located at the lower end of the wage distribution (our multivariate estimations fully 

confirm this result). Again this result is sometimes explained in terms of norms and 

expectations, in this case the relatively low norms and expectations of women (Clark 

1997). A U-shape of job satisfaction in wages could be explained by this gender 

effect. 
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What all three explanations have in common is an appeal to norms and expectations. 

They can thus be seen as specific possible aspects of a general explanation of the U-

shape in terms of norms and expectations. Our stress on the role of adverse social 

circumstances and low objective job quality of the low paid in lowering norms and 

expectations complements rather than contradicts these other explanations. The major 

difference is that within our framework norms and expectations are understood to be 

masking rather than causing true job satisfaction. How, then, can these considerations 

help explain the striking result that, in the move to multivariate estimation, the U-

shape of extrinsic job satisfaction facets in wages disappears (to be replaced by a 

positive relationship) whereas the U-shape remains for intrinsic job facets (and for 

some overall measures)? The result means that, for extrinsic job satisfaction facets, 

the existing possible explanations in the literature are sufficient to account for the U-

shape. As regards satisfaction with pay, for example, education, skill, gender and age, 

have a key impact on norms and expectations. As discussed above, they may reduce 

the relative norms and expectations of the low paid, whilst leaving middle earners’ 

higher norms and expectations unmet. The influence of occupation and of industry on 

norms and expectations could also be interpreted as in the same direction.  

 

The points made above are entirely in keeping with our stress on the influence of 

adverse social circumstances and low objective job quality on norms and expectations 

and reported job satisfaction. On examination, it is in the case of key intrinsic aspects 

of work that the adverse social circumstances and low objective job quality of the low 

paid are likely to be of independent importance in moulding work norms and 

expectations. These aspects foster an instrumental attitude towards work activity 

itself. Intrinsic facets such as autonomy, skill and influence are not as important as 

simply earning a living, where the prospects for the latter (earning a living) are 

uncertain and the prospects of finding a job that scores highly on intrinsic job facets is 

perceived (often quite rightly) by low paid workers to be slim. This strong influence 

of social circumstances and low objective job quality on the norms and expectations 

of the low paid is related but not identical to the influence of age, gender, skill, 

industry and occupation. Thus a multivariate estimation that controls for these latter 

influences, but does not fully control for the impact of adverse social circumstances 

and low objective job quality on norms and expectations, will not remove the U-shape 
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of intrinsic job satisfaction in wages. Here then is an explanation which, if accepted, 

would readily explain our intriguing multivariate results. 

 

(5) Conclusion  

 

This paper has focused upon and explained a novel finding that job satisfaction is U-

shaped in wages. This finding has been shown to present certain issues for a simple 

happiness approach to job quality that aims to interpret job satisfaction on the basis of 

workers’ subjective responses to social surveys. Such an approach would suggest that 

the low paid are truly satisfied in their jobs and would be led to conclude that there is 

‘no problem’ in terms of low paid work. Indeed, in some research, this very 

conclusion has been reached. In place of this approach, we have put forward an 

alternative, objective conceptualisation of worker well-being. The objective approach 

is able to explain what otherwise appears as the perverse finding that reported job 

satisfaction displays a U-shape in wages. From an objective viewpoint, the data may 

be interpreted as telling us not that the job satisfaction of the low-paid is truly high 

but, to the contrary, that there may be chronically low norms and expectations of low-

paid workers concealing (from the raw survey figures) low levels of worker well-

being.  

 

There are obvious policy issues here. As noted above, if simple subjective accounts of 

well-being are to be believed, then policy interventions would not be deemed urgent, 

and any such interventions would focus on raising the number of low-paid jobs, since 

these jobs are believed to be of high quality. By contrast, the objective interpretation 

we give to the data suggests that there is an urgent and pressing case for policies to 

raise job quality not least amongst the low-paid. The low level of norms, expectations, 

and aspirations amongst the low-paid threatens to lead to a disengagement of this 

group from society.  

 

There are important implications of our approach for policies aimed at raising 

aspirations. Recently the UK government has sought to highlight the problem of low 

aspirations among low earners. This problem has been seen as one cause of low 

economic and social mobility in the UK. On our view, policies to raise aspirations, for 

example, through changes in education, are liable to lower rather than raise reported 
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worker well-being, if they are not matched by improvements in available job 

opportunities. Furthermore, the recent evidence contradicts the view that higher 

worker aspirations, of themselves, will push employers to make improvements in job 

quality and so to enhance true worker well-being, since it makes clear that the low-

paid generally have little influence on employer strategies (Grimshaw et al. 2008). 

This would suggest that, alongside improved worker aspirations, the government 

should target improved objective job quality, looking to influence employer strategies, 

for example, through better enforcement of employment rights of the low-paid 

(Commission on Vulnerable Employment 2008), in order to enhance the possibilities 

for economic and social mobility.  

 

We would suggest that research on job quality requires a mix of methods. In order to 

substantiate hypotheses based upon social survey data, for example, qualitative 

evidence is needed. We have shown that existing qualitative evidence on the low paid 

substantiates and develops our interpretation. In particular, qualitative work on 

different groups amongst the low paid shows that they are ‘satisficing’ rather than 

being truly satisfied in their jobs. However, it should be stressed that the issues are 

complex and more qualitative research, focusing especially on the norms, 

expectations, aspirations and job satisfaction of the low paid is urgently required. In 

addition to substantiating the aforementioned hypotheses, such qualitative research 

could also facilitate the development of survey questions that would discriminate 

between ‘satisficing’ and true job satisfaction, which would allow more accurate 

estimation of the benefits of improving job quality to be made.  
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Figure 1: Wages and job satisfaction  

Figure 1a: Satisfaction with sense of achievement, Workplace Employment Relations Survey 1998 
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Figure 1b: Satisfaction with sense of achievement, Workplace Employment Relations Survey 
2004

3.55

3.6

3.65

3.7

3.75

3.8

3.85

1 2 3 4 5

Wage quintile (1=lowest, 5=highest)

Sa
tis

fa
ct

io
n 

w
ith

 s
en

se
 o

f a
ch

ie
ve

m
en

t (
1=

ve
ry

di
ss

at
is

fie
d,

 5
=v

er
y 

sa
tis

fie
d)

 
Figure 1c: Overall satisfaction, British Household Panel Survey 1998
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Figure 1d: Overall satisfaction, British Household Panel Survey 2004
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Figure 1e: Satisfaction with work itself, British Household Panel Survey 1998
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Figure 1f: Satisfaction with work itself, British Household Panel Survey 2004
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Table 1. Estimated ‘U’-Shapes of Job Satisfaction in Wages, No Controls 
 

Work and Employment Relations Survey 2004 

Satisfaction 
facet 

Coefficient on log 
wage squared term

Coefficient 
on log wage 

Hourly wage rate at low 
point of ‘U’-shape (£s)  

Sense of 
achievement 

0.1172** 
(0.017) 

-0.3616* 
(0.076) 

4.68 

Influence 0.2275*** 
(0) 

-0.7460*** 
(0) 

5.15 

Pay 0.3896*** 
(0) 

-1.3174*** 
(0) 

5.42 

Initiative 0.2256*** 
(0) 

-0.6806*** 
(0) 

4.52 

Training 0.2994*** 
(0) 

-1.3294*** 
(0) 

9.21 

Security 0.2820*** 
(0) 

-1.3391*** 
(0) 

10.74 

Work itself 0.1328*** 
(0.006) 

-0.4722** 
(0.02) 

5.92 

Composite 
satisfaction 

0.2246*** 
(0) 

-0.8473*** 
(0) 

6.59 

British Household Panel Survey 1993-2004, pooled (selected facets) 

Satisfaction 
facet 

Coefficient on log 
wage squared term

Coefficient 
on log wage 

Hourly wage rate at low 
point of ‘U’-shape (£s)  

Overall 
single item 

0.0877*** 
(0) 

-0.4333*** 
(0) 

11.82 

Work itself 0.0970*** 
(0) 

-0.4154*** 
(0) 

8.51 

Composite 
satisfaction 

0.0669*** 
(0) 

-0.2236*** 
(0) 

5.32 

*** Significant at 1% level, **Significant at 5% level, *Significant at 10% level, p-
values in parentheses 
 
Notes: 
The table shows the coefficients on regressions of the satisfaction variables on the log 
of hourly wages and the square of the log of hourly wages: 

( ) ( )[ ] errorwagewageconstjobsat +++= 2
21 lnln ββ  

Thus we are estimating a ‘U’-shape in the log of earnings: for the ‘U’-shape to hold 
them we require 11 <β  and 02 >β . Ordered probit was used (OLS in the case of the 
composite measures). Figures were calculated using the ‘svy’ commands in STATA to 
account for the complex survey design of WERS, particularly the clustering of 
individuals in workplace. 
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Table 2. Estimated ‘U’-Shapes of Job Satisfaction in Wages, Controls Added 

 
Work and Employment Relations Survey 2004 

Satisfaction 
facet 

Coefficient on log 
wage squared term

Coefficient on 
log wage term

Hourly wage rate at low 
point of ‘U’-shape (£s)  

Sense of 
achievement 

0.2091*** 
(0.001) 

-0.9014*** 
(0.001) 

8.63 

Influence 0.1244** 
(0.039) 

-0.5661** 
(0.031) 

9.73 

Pay 0.1443** 
(0.02) 

-0.0861 
(0.752) 

1.35 

Initiative 0.1167* 
(0.053) 

-0.4796* 
(0.07) 

7.80 

Training 0.1403** 
(0.02) 

-0.1121 
(0.674) 

1.49 

Security 0.1111* 
(0.068) 

-0.4117 
(0.123) 

6.38 

Work itself 0.1532** 
(0.014) 

-0.5853** 
(0.031) 

6.75 

Composite 
satisfaction 

0.1315*** 
(0.001) 

-0.3797** 
(0.028) 

4.24 

British Household Panel Survey 1993-2004, pooled (selected facets) 

Satisfaction 
facet 

Coefficient on log 
wage squared term

Coefficient on 
log wage 

Hourly wage rate at low 
point of ‘U’-shape (£s)  

Overall 
single item 

0.0720*** 
(0) 

-0.2054*** 
(0) 

4.16 

Work itself 0.0735*** 
(0) 

-0.2767*** 
(0) 

6.57 

Composite 
satisfaction 

0.0562*** 
(0) 

-0.0044 
(0.897) 

1.04 

*** Significant at 1% level, **Significant at 5% level, *Significant at 10% level, p-
values in parentheses 
 

Notes: 
In addition to the variables included in the estimations reported in Table 1, individual 
and workplace controls were included, namely: gender, age, age-squared (BHPS) or 
age bands (WERS) (to control for the well known ‘U’-shape of job satisfaction in 
age), marital status, qualifications, tenure, industry and occupation. 
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