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Pay satisfaction is one of the most important variables influencing employees ' commitment to the
organization. The study analyzed the effect of pay level and pay raise satisfaction on turnover
among the sample of 428 retail buyers. The results indicated that both measures of pay satisfaction
were related indirectly to turnover through organizational commitment. Distributive justice was a
significant antecedent of pay satisfaction and withdrawal cognitions. Procedural justice, however,
was related significantly only to pay raise satisfaction.

INTRODUCTION

Pay, and the satisfaction derived from one's
pay, is one of the most important factors
influencing employees' contribution to the
organization (Gupta and Shaw 1998; Heneman
and Judge 2000). According to Locke, Ferren,
McCaleb, Shaw and Denny (1980), "No other
incentive or motivational technique comes
close to money" (p. 381). It has been used to
encourage performance (Gardner, Van Dyne
and Pierce 2004) and is correlated significantiy
to organizational commitment (Cohen and
Gattiker 1994; Matiiieu and Zajac 1990), and
turnover intentions (Motowidlo 1983; Trevor,
Gerhart and Boudreau 1997). While pay
satisfaction is important to employees, research
has indicated that many employees believe they
are not being compensated fairly. For example,
according to Heneman and Judge (2000),
"Research has unequivocally shown that pay
dissatisfaction can have important and
undesirable impacts on numerous employee
outcomes" (p. 85).

Although pay satisfaction has been linked to
various outcomes, its relationship with tumover
has been modest (Griffeth, Hom and Gaertner
2000). This finding may be due to the fact that
pay satisfaction has been measured as a single
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construct (Heneman and Judge 2000) even
though research has found pay satisfaction to be
multidimensional (DeConinck, Stilwell and
Brock 1996; Heneman and Schwab 1985; Judge
1993; Vandenberghe and Tremblay 2008). For
example, Mceli and Mulvey (2000) have
stressed the importance of using multiple
measures of pay satisfaction when investigating
its relationship to outcomes. For example, is an
employee's satisfaction with the level of pay or
satisfaction with the amount of a pay raise more
important in determining behavioral outcomes?

Another important issue is how pay satisfaction
is related to organizational justice, specifically
to distributive justice and procedural justice.
Distributive justice, the perceived faimess in
monetary outcomes has been shown to be an
antecedent to pay and promotion satisfaction
(DeConinck and Stilwell 2004; Folger and
Konovsky 1989; McFarlin and Sweeney 1992).
However, the relationship between procedural
justice and pay satisfaction is less certain.
Procedural justice refers to the process and
procedures by which allocation decisions are
made (Folger and Greenberg 1985; Lind and
Tyler 1988). While distributive justice involves
the perception of what an employee receives,
procedural justice examines the employee's
perception of how he or she was treated during
the allocation process. Generally, research has
foiind that procedural justice is more highly
related to organizational outcomes such as
supervisor satisfaction, organizational
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commitment and organizational citizenship
behavior than with personal outcomes such as
pay and promotion (DeConinck and Stilwell
2004; Colquitt et al. 2001; Cohen-Charash and
Spector 2001). However, some research
indicates that procedural justice is a predictor of
pay satisfaction, although it explains less
variance than does distributive justice
(McFarlin and Sweeney 1992; Miceli, Jung,
Near and Greenberger 1991; Tekleab et al.
2005).

A possible reason that distributive justice has
explained more variance in pay satisfaction
than has procedural justice is the lack of using
multiple dimensions of pay satisfaction in
previous research. For example, Tekleab et al.
(2005), using two samples of employees
reported that both distributive justice and
procedural justice were significant antecedents
of pay raise satisfaction. However, only
distributive justice was a significant predictor
of pay level satisfaction in both studies. Thus,
their results do indicate that procedural justice
is an important variable explaining employees'
satisfaction with at least certain aspects of pay
satisfaction. Given the inconsistent results in
the two studies, further research appears
warranted to understand how both dimensions
of organizational justice influence employees'
satisfaction with pay.

This study has two purposes. First, this study
will analyze how two dimensions of pay
satisfaction (pay raise satisfaction and pay level
satisfaction) are related to outcome variables
(organizational commitment, turnover
intentions, and tumover) among a sample of
retail buyers. The second purpose of the study
is to examine the relationship between two
facets of organizational justice (distributive and
procedural) and outcome variables wdth a
specific emphasis on the relationship between
justice and pay satisfaction. The hypotheses for
this study appear in the literature review below.

LITERATURE REVIEW

Organizational Justice

For the last four decades, much research has
been devoted to understanding how employees'
perceived fairness influences their behavior
(see Cohen-Charash and Spector 2001 and
Colquitt et al. 2001 for literature reviews).
Organizational justice, which involves
employees' perceived faimess at work,
primarily has been analyzed through two
constmcts - distributive and procedural justice.
The early research concentrated on distributive
justice - the perceived faimess of outcomes.
The concept of distributive justice was
introduced by Homans (1961). He argued that
in an exchange relationship participants wdU
expect to gain proportionally wdth their
investments. Faimess arises when those
expectations are met.

Adams (1965) extended Homans' (1961) work
wdth his concept of equify theory. According to
equity theory, people compare their
input/output ratio to another person. The other
person may be another employee working in a
similar position within the organization or
another organization. They compare what they
receive from the organization (e.g., pay and
promotion) in relation to wdiat others receive.
The perceived ratio of what an employee
obtains from his/her job compared to what an
employee puts into his/her job helps to
determine equify or inequify. If the employee
perceives that he or she is receiving an adequate
reward given his or her input (e.g., education
and seniorify) in comparison to others, then a
perception of faimess will exist. Inequify will
exist in the reverse situation. Essentially the
employee reacts to perceived pay equify or
inequify. Although equify theory has been
criticized, research generally has supported
Adams theory (Byrne and Cropanzano 2001).

Procedural justice focuses on the process and
procedures that are used to determine outcomes
(Cropanzano and Schminke 2001). AÄ'hile
distributive justice involves the perception of
what an employee receives, procedural justice
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examines the employee's perception of how he
or she was treated during the allocation process.
It often has been used to assess employees'
perception of the fairness associated with hiring
procedures, promotions, and performance
appraisals (Colquitt et al. 2001; Folger and
Cropanzano 1998 Folger, R. and Cropanzano,
R., 1998. Organizational justice and human
resource management. , Sage, Beverly Hills
(CA).). Overall, research has found that people
perceive the process as fairer when they are
given a "voice" in the process versus a "mute"
condition where they are not allowed input
(Folger and Cropanzano 1998).

An important question concerns the relationship
between distributive and procediiral justice and
facets of pay satisfaction. What is the
relationship between pay raise and pay level
satisfaction and organizational justice? An
abundance of research has determined that
distributive justice is related to dissatisfaction
with outcomes such as pay and promotion (e.g.,
DeConinck and Stilwell 2004; Folger and
Konovsky 1989; Sweeney and McFarlin 1993)
while procedural justice has been linked to
satisfaction with the supervisor (DeConinck
and Stilwell 2004) and organizational
commitment (Fields, Pang and Chiu 2000;
Colquitt et al. 2001).

However, some research indicates that both
distributive justice and procedural justice are
related to pay satisfaction. For example, in
their meta-analysis Williams, McDaniel and
Nguyen (2006) concluded that "distributive
justice was more strongly related (p = .79) to
pay satisfaction than was procedural justice (p
= .42)." However, both types of justice were
correlated significantly with pay satisfaction. A
recent study by Tekleab et al. (2005) provides
further insight into the relationship between
organizational justice and facets of pay
satisfaction. These authors conducted two
studies analyzing the relationship among
distributive justice, procedural justice, pay raise
satisfaction, pay level satisfaction, and
turnover. In the first study involving 288
managers, procedural justice was related
directly to both pay raise satisfaction and pay

level satisfaction. The same results were found
for distributive justice. However, in the second
study involving part-time MBA students,
procedural justice was related significantly to
only pay raise satisfaction while distributive
justice was once again related significantly to
both facets of pay satisfaction.

The literature review supports hypothesizing
that distributive justice is related to pay
satisfaction.

Hi: Distributive justice is related
positively to pay satisfaction.

The relationship between procedural justice
and pay satisfaction is less clear. One of the
purposes of this study is to clarify the
relationship between procedural justice and pay
satisfaction. Since prior research has produced
inconsistent results, a hypothesis will not be
proposed. Rather, the following research
question will be investigated.

Ri: What is the relationship between
procedural justice and pay
satisfaction?

Outcomes of Pay Satisfaction

Various studies have analyzed the outcomes of
pay satisfaction. In particular, the results of
three meta-analyses have found that pay
satisfaction is related positively to
organizational commitment (Cohen and
Gattiker 1994; Mathieu and Zajac 1990; Meyer,
Stanley, Herscovitch and Topolnytsky 2002).
With respect to the relationship between pay
satisfaction and turnover intentions and
turnover, Williams et al. (2006) reported that
pay level satisfaction had a moderate
relationship with turnover intentions (p = -31)
and a weaker relationship with voluntary
turnover (p = -17). Recently, Vandenberghe
and Tremblay (2008) found that pay
satisfaction was an indirect predictor of
turnover intentions through organizational
commitment. An examination of the literature
supports the following hypothesis.

H2: Pay satisfaction is related positively
to organizational commitment.
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Two additional hypotheses will be tested.
Abundance of research supports that
organizational commitment is an antecedent to
tumover intentions whüe tumover intentions is
as antecedent to tumover (Griffeth et al. 2000;
Meyer et al. 2002; Williams et al. 2006). Thus,
the following two hypotheses wül be tested.

H3: Organizational commitment is
related positively to tumover
intentions.

H4: Tumover intentions are related
positively to tumover.

METHODOLOGY

Sample Characteristics and Procedure

A similar procedure as used by Keaveney
(1992) in her study of tumover among retail
store buyers was employed in this study. A
probabilify sample of 1800 retail store buyers
employed by both small and large retailers
dispersed throughout the United States was
chosen from Sheldon's Retail Directory. This
directory contained the names of approximately
30,000 retail buyers. The directory was six
months old at the time the survey was sent to
the retail buyers. A letter was sent to the 1800
retail buyers selected informing them of the
purpose of the study and requesting them to
participate. They were told that a second survey
would be sent to them one year later to
determine if their attitudes had changed. The
procedure that was used to obtain respondents
was as follows:

1. An introductory letter was sent
stating the purpose of the survey
and asking the buyers to participate
in the study.

2. One week later, the survey
accompanied with a cover letter was
sent to the sample of 1800 buyers.

3. Two weeks later, a second copy of
the survey along with a cover letter
was sent to the sample of buyers.

4. Three weeks later, a reminder letter
was sent to the sample of buyers.

A total of 428 buyers retumed the survey (23.7
percent). The response rate was similar to the

response rate reported by Keaveney (1992) and
other studies involving marketing employees
(Ganesan and Weitz 1996; DeConinck and
Stilwell 2004). At the end of one year, a
telephone call was placed to the buyers who
had retumed a survey. A total of 307 buyers
were found to still be working for their
organizations. Twelve of these buyers,
however, were no longer employed as buyers
and were dropped from the study. Thus, 295
buyers were still employed in their respective
jobs one year later (68 percent).

The average age of the buyers was slightly less
than 39; they had worked for their present
employer an average of 10.5 years; most of the
buyers were Caucasian (415 buyers, 95
percent); slightly more than half were males
(244, 56 percent) and the average household
income was ahnost $83,000. Approximately 58
percent of the buyers (253) were employed by
chain stores.

Measures

Distributive justice was measured using the five
item Distributive Justice Index developed by
Price and Mueller (1986) (a = .95). Retail
buyers were asked to rate how fair their
employers have been in rewarding them
regarding their responsibihfy, education and
training, effort, job stress, and the qualify of
their work. Pay satisfaction was measured
using two dimensions taken from the Pay
Satisfaction Questionnaire (PSQ) developed by
Heneman and Schwab (1985). The two
dimensions measured retail buyers' satisfaction
with a pay raise (Four items) (a = .84) and
satisfaction with their level of pay (Four items)
(a = .94). The items were measwed using a
scale ranging from (1) very dissatisfied to (5)
very satisfied. Except for tumover, all of Ihe
other items were measured using a Likert scale
ranging from (1) strongly disagree to (5)
strongly agree. Withdrawal cognitions (a
buyer's intent to search and/or leave their job or
the profession) were measured using three
items developed specifically for this study (a =
.91). Affective organizational commitment was
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measured using the 6-item version of the scale
developed by Meyer, Allen and Smith (1993) (a
= .85). Procedural justice was measiired using
seven items from the planning and feedback
factors developed by Folger and Konovsky
(1989) (a = .92). Turnover was measured as a
dichotomous variable. It was coded 1 for retail
buyers employed one year after the
questionnaire was administered and 2 for
buyers who left their jobs.

Statistical Analyses

The data were analyzed using the LISREL 8
program (Jöreskog and Sörbom 2005). Before
analyzing the structural models, the fit of a
confirmatory factor analytic (CFA) model to
the observed data was evaluated to determine if
the items loaded on their respective scales.
With the exception of turnover, the items were
used as indicants of the latent variables.

RESULTS

Confirmatory Factor Analysis Model

The first step in analyzing the data was to
conduct a confirmatory factor analysis (CFA)
of the variables. The results of the CFA
indicated a good model fit (c2 = 688.29, df =
385,;? = .00, GFI = .86, AGFI = .83, NFI = .97,
CFI = .98, RMSEA = .053). The loadings
estimates ranged from .70 to .78 for pay raise
satisfaction; .93 to .96 for pay level satisfaction;
83 to .92 for distributive justice, .78 to .84 for
organizational commitment; 77 to .88 for
procedural justice, and .90 to .96 for withdrawal
cognitions.

An examination of the modification indices
indicated that one of the procedural justice
items (the item appears in Appendix A) loaded
highly one or more other scale items and was
dropped. The data were analyzed again with the
deletion of that variable. Deleting this item
improved c2 by 92.15 (c2 = 596.14, df= 357, p
= .00, GFI = .87, AGFI = .84, NFI = .97, CFI =
.99, RMSEA = .049).

Structural Model

The next step in analyzing the data was to test
the hypothesized model. The results indicated a
very good fit by most indices (c2 = 635.99, df=
367, p = .00, GFI = .86, AGFI = .84, NFI = .97,
CPI = .98, RMSEA = .051). The results
indicated support for all of the hypotheses.
According to Hi, distributive justice is related
positively to pay satisfaction. Distributive
justice was an antecedent to both pay raise
satisfaction (ß = .75, t = 9.54, p = < .01) and
pay level satisfaction (ß = .61, í = 10.08, p = <
.01). The results indicated support for H2.
Both pay raise satisfaction (ß = .44, / = 4.79, p
= < .01) and pay level satisfaction (ß = .16, í =
2.26, p = < .01) were related positively to
organizational commitment. Hypotheses 3 and
4 also were supported. Organizational
commitment was related negatively to
withdrawal cognitions (ß = -.66, t = 11.05, p =
< .01) while withdrawal cognitions were related
positively to turnover (ß = .75, t = 9.54, p = <
.01).

The research question investigated the
relationship between procedural justice and pay
raise satisfaction. Partial support was found for
procedural justice being related significantly to
pay raise satisfaction. A significant
relationship was found between procedural
justice and pay raise satisfaction (ß = .16, í =
2.92, p = < .01). However, a significant
relationship was not found between procedural
justice and pay level satisfaction (ß = .04, NS).
The results indicate that a retail buyer's most
recent pay raise but not his or her level of pay
determines the perception of the fairness of the
process by which rewards are allocated.

The modification indices indicated that one
path could be added to improve the model's fit.
This path was from distributive justice to
withdrawal cognitions (ß = -.22, t = 3.53, p = <
.01). Thus, distributive justice is related
indirectly to turnover through both pay raise
satisfaction and withdrawal cognitions.
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CONCLUSIONS

The purpose of this study was to analyze the
relationship among organizational justice, pay
satisfaction, organizational commitment,
withdrawal cognitions, and tumover among a
sample of retail buyers. The results have
several important implications. First, these
results indicate the importance of
organizational justice in determining retail
buyers' satisfaction with their pay. Both
distributive justice and procedural justice were
related significantly to pay satisfaction. Retail
buyers wiU perceive greater pay satisfaction
when they believe that rewards are distributed
fairly given their efforts, educational level, and
responsibilities.

The research in this study both supports and
contradicts prior research. As was been
reported in previous research (e.g., DeConinck
and Stilwell 2004; Folger and Konovsky 1989;
Sweeney and McFarlin 1993), distributive
justice was related to both pay raise and pay
level satisfaction. However, contrary to the
results reported by Tekleab et al. (2005),
distributive justice has a slightly stronger
relationship with pay raise satisfaction than
does pay level satisfaction. However, both
measures of pay satisfaction were highly
significant outcomes of distributive justice.

While prior research has indicated a significant
relationship between distributive justice and
pay satisfaction, few studies have examined the
relationship between procedural justice and pay
satisfaction. An interesting finding is that the
process by which allocation decisions are made
(procedural justice) was related significantly to
only retail buyers' satisfaction with a pay raise
and not their pay level satisfaction. The results
indicate that the supervisor indirectly impacts
tumover among retail buyers by the method by
which the performance appraisal is conducted.
Thus, by using consistent standards, being
candid and fair, and providing feedback, the
supervisor can increase a retail buyer's
satisfaction with the pay raise decision.
However, these same methods will not have an
influence retail buyers' satisfaction with their

level of pay. The results in this study partially
support the findings from prior research
(Tekleab et al. 2005). Perhaps tiie economy or
other factors have a greater impact on pay level
satisfaction than does the method in which the
supervisor conducts the performance appraisal.
Future research needs to ascertain the reasons
why only one facet of pay satisfaction (pay
raise satisfaction) is related significantly to
procedural justice.

In this study, the effect of pay satisfaction on
withdrawal cognitions and tumover was
indirect through organizational commitment.
This study's results confirm the findings
reported by Griffeth et al. (2000) in their meta-
analysis of tumover that the relationship
between pay satisfaction and tumover is
mediated by other variables. However, the
results contradict the results reported by
Tekleab et al. (2005). In tiieir study Tekleab et
al. (2005) reported a direct link between pay
satisfaction and tumover intentions. But, in the
Tekleab et al. (2005) study, organizational
commitment was excluded. Thus, the
mediation effect of organizational commitment
was not measured. The results from this study
and the one conducted by Tekleab et al. (2005)
indicate the need for additional research to
clarify the relationship among pay satisfaction,
organizational commitment, and tumover
intentions/turnover.

One of the most interesting findings was the
direct relationship between distributive justice
and withdrawal cognitions. The results indicate
the important role that perceptions of
distributive faimess play in determining
withdrawal cognitions of retail buyers. Griven
the significant relationship between distributive
justice and both pay satisfaction and withdrawal
cognitions, understanding the reasons for a
perception of distributive justice/injustice is
important if organizations want to control
tumover.

In siunmary, this study has shown the
importance of organizational justice and pay
satisfaction in the tumover process. Althougji
the results provide important insights into
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understanding tumover, several limitations
exist. First, the study was limited to examining
only two facets of procedural justice. Future
research needs to include interactional justice,
the interpersonal treatment or the level of
perceived faimess in how employees are treated
in the organization, and determine its
relationship to pay satisfaction. In addition, the
scope of the study was limited to examining
only pay satisfaction. Including other facts of
job satisfaction (e.g., supervisor and promotion
satisfaction) may provide more information to
assist organizations in controlling tumover
among retail buyers.
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APPENDIX A

Withdrawal Cognitions^
1. Within the next six months, I would rate the

probability of leaving my job as high.
2. Within the next 6 months, I intend to search

for another job.
3. Within the next year, I intend to quit my job

for a similar job.
Organizational Commitment*

1. I would be very happy to spend the rest of
my career in this organization.

2. I really feel as if this organization's
problems are my own.

3. I do not feel like "part of the family" at my
organization. (R)

4. I do not feel "emotionally attached" to this
organization. (R)

5. This organization has a great deal of
personal meaning for me.

6. I do not feel strong sense of belonging to
my organization. (R)

Procedural Justice'
1. During my last performance appraisal, my

supervisor was honest and ethical in
dealing with me.

2. During my last performance appraisal, my
supervisor used consistent standards when
evaluating my performance.

3. During my last performance appraisal, my
supervisor did not show a real interest in
trying to be fair.

4. During my last performance appraisal, my

supervisor was completely candid and
frank with me,

5, During my last performance appraisal, my
supervisor gave me feedback that helped
me leam how well I was doing.

6, During my last performance ^praisal, my
supervisor discussed plans or objectives to
improve my performance,''

7, During my last performance appraisal, my
supervisor and I discussed ways to resolve
difficulties about my duties and
responsibilities.

Distributive Justice^
1. How fair has your company been in

rewarding you when you consider the
responsibilities you have?

2. How fair has your company been in
rewarding you when you consider the
amount of effort t hat you have put forth?

3. How fair has your company been in
rewarding you when you take into account
the amount of education and training that
you have?

4. How fair has your company been in
rewarding you when^ you consider the
stresses and strains of our job?

5. How fair has your company been in
rewarding you when you consider the work
that you have done well?

Pay Level Satisfaction^
1. My current salary
2. My overall level of pay
3. Size of current salary
4. My take-home pay

Pav Raise Satisfaction^
1. My most recent pay raise
2. How my raises are determined
3. The raises I have typically received in the

past
4. The company's pay structure

'items measured on a scale ranging from (1)
strongly disagree to (5) strongly agree.

^Items measured on a scale ranging from (1) very
luifair to (5) very fair.

^Items measured on a scale ranging from (1) very
dissatisfied to (5) very satisfied.

Jtem deleted after CFA analysis.
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