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INTRODUCTION
Pay communication, pay secrecy, pay 

openness and pay transparency are usually 
seldom mentioned in compensation man-
agement although they can imply both costs 
and benefits for the employer. Pay trans-
parency implies that organizations publicly 
share pay information with employees and 
allow employees to exchange pay informa-
tion with one another (Smit & Montag-Smit, 
2018). The level of pay transparency will 

depend upon the organization’s pay commu-
nication strategy, which refers to the organ-
izational practice that determines if, when, 
how, and which pay information (e.g. pay 
ranges, pay structure or individual pay lev-
els) is conveyed to employees and whether 
discussions involving pay information are 
permitted amongst employees and outsid-
ers (Jawahar & Stone, 2011; Marasi, Wall 
& Bennett, 2018). Pay communication is 
ranging on a continuum between the two 
extremes: pay openness and pay secrecy 
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(Burroughs, 1982; Collela et al., 2007; Mar-
asi & Bennett, 2016), with varying levels of 
pay communication about pay structure and 
individual pay ranges residing between the 
extremes and the potential to affect employ-
ee attitudes and behavior (e.g. Martocchio, 
2006; Shaw & Gupta, 2007). Although or-
ganization’s pay communication approach 
is primarily based on its needs and strategic 
goals (Balkin & Gomez-Mejia, 1990; Mar-
asi, Wall & Bennett, 2018), there are some 
other employee-related or organization-level 
contextual factors that employers face and 
that affect pay communication, also includ-
ing unionization and public/private sector 
origin (Ramachandran, 2012; Rosenfeld, 
2017). As a form of implicit regulation and 
indicator of transparency, pay transparency 
of some kind, including full pay disclosure, 
is more often typical for the public sector 
(Gomez & Wald, 2010, Ramachandran, 
2012, Estlund, 2014), and is in fact rare in 
the private sector. 

While pay transparency is gaining pop-
ularity, it remains unclear to what extent 
employees actually want to exchange pay 
information thus creating the “pay trans-
parency dilemma” (Smit & Montag-Smit, 
2018). The motivation of this paper is to 
further contribute to this “dilemma” by 
examining pay transparency from the em-
ployee perspective. While some scarce 
research results indicate that employees 
showed an interest in receiving informa-
tion about pay (Day, 2007), researchers 
(e.g. Marasi & Bennett, 2016) call for a 
better understanding of pay communica-
tion and its influence on specific employ-
ee outcomes. This paper contributes to this 
research gap by exploring employee atti-
tudes towards pay transparency in Croatia, 
a collectivistic-oriented country (Hofstede, 
2001). Specifically, this paper aims to test 
employee attitudes towards pay transpar-
ency and to compare employees working 
in the private and public sector in order to 

examine possible sorting effect, namely, 
if employees with a higher preference for 
pay transparency group in the public sec-
tor. Understanding employee attitudes on 
pay transparency can help organizations to 
determine which pay communication prac-
tices should be utilized in order to attract 
and retain employees. This paper proceeds 
as follows: after defining the concept of pay 
transparency, possible determinants of pay 
secrecy are explored. This is followed by 
an empirical investigation of employee at-
titudes towards pay transparency based on 
a sample of 353 employees in Croatia. The 
results of the paper offer important insights 
to resolve “pay transparency dilemma” and 
can be used by practitioners while develop-
ing pay communication strategies.  

LITERATURE REVIEW
The debate about pay transparency is 

grounded in several theories that support 
compensation issues. The effects of pay 
communication on individual and organi-
zational outcomes can be mediated by or-
ganizational justice framework (Greenberg, 
1987). Pay openness conditions result in 
perceptions of informational justice since 
the organization is providing complete and 
accurate pay information to employees in 
a timely manner (Colquitt, 2001; Jawahar 
& Stone, 2011). Limiting pay informa-
tion may negatively impact information-
al justice (Colella et al., 2007), although 
pay secrecy may be more likely to elicit 
higher general justice perceptions than 
open communication (Day, 2007). Smit & 
Montag-Smit (2018) explain the pay trans-
parency dilemma thorough the lens of so-
cial comparison theory (Festinger, 1954). 
People usually have the need to compare 
themselves to others, and availability of 
pay information creates grounds for social 
comparisons. Pay transparency enables 
employees to evaluate the input and output 
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ratios of relevant others in order to deter-
mine whether the effort they are expending 
is equitably compensated relative to their 
peers, as argued by the complementary eq-
uity theory (Adams, 1963). However, not 
all employees have the same desire to make 
social comparisons, and therefore some 
might prefer avoiding sharing information 
about pay (Smit & Montag-Smit, 2018).

Relatively little academic research has 
been conducted to explore pay communi-
cation, pay transparency, pay secrecy/open-
ness and their effects. Previous studies have 
shown that pay communication increased 
organizational citizenship behaviors 
(OCBs) and reduced workplace deviance 
(Marasi, Wall & Bennett, 2018), increased 
affective organizational commitment (Day, 
2012), increased individual task perfor-
mance (Futrell & Jenkins, 1978; Bamberg-
er & Belogolovsky, 2010; Belogolovsky & 
Bamberger, 2014), influenced inter-relating 
behaviors in organizations (Belogolovsky 
et al., 2016), improved employee retention 
(Mulvey et al., 2002; Belogolovsky & Bam-
berger, 2014), increased employee mobility 
(Danziger & Katz, 1997; Day, 2007) and 
related to job and pay satisfaction (Lawler, 
1967; Futrell & Jenkins, 1978; Heneman & 
Judge, 2000; Day, 2007; Jawahar & Stone, 
2011; Day, 2012). Nonetheless, it must be 
emphasized that pay communication con-
struct has two facets, organizational and 
employee considerations (Marasi & Ben-
nett, 2016), and whilst organizational con-
siderations are somewhat explored, little 
is known about employee attitudes on the 
level of desired pay communication.

Pay secrecy 
Pay secrecy implies a pay communi-

cation policy providing information only 
about own pay while restricting employees’ 
access to information regarding the level of 
other employees’ pay in the organization 

(Bamberger & Belogolovsky, 2010). Pay 
secrecy of some kind is usually found with 
most organizations (Colella et al., 2007). 
Employers might impose written or verbal 
restrictions or even sanctions to the discus-
sions on pay levels or disclosing pay with 
other organizational members and outsid-
ers (Gomez-Mejia & Balkin, 1992; Gely & 
Bierman, 2003; Day, 2007; Beloglogovsky 
& Bamberger, 2014). Organizations restrict 
pay information in two ways: regulating 
the amount of information shared about the 
distribution of employee pay or restricting 
employees to communicate with one anoth-
er about pay (Marasi and Bennett, 2016). 
Since “secret” has the connotation of that 
something is wrong, bad, or problematic 
and consequently, should have detriments 
(e.g. Kelly, 2002), when organizations do 
not voluntarily distribute pay information 
to employees, the concealment may lead 
employees to believe that something is 
wrong with the compensation system (e.g., 
discrepancies exist in the pay structure) 
(Marasi, Wall & Bennett, 2018) or as a way 
for the organization to hide pay discrimina-
tion (Colella et al., 2007).

Pay secrecy has an important role in 
forming employee perceptions of pay equity 
(Colella et al., 2007). Some earlier researches 
have shown that employees tend to underes-
timate the pay of high-positioned employees, 
but overestimate the pay received by those at 
lower or the same levels in their organizations 
(Milkovich & Anderson, 1972) thus secrecy 
may lead to inaccurate perceptions of em-
ployees’ pay levels and cause dissatisfaction 
(Lawler, 1967). On the other hand, pay secre-
cy discourages employees to make compari-
sons with other employees in the firm or with 
those in the job market and in such manner 
limits perceptions about inequity and allows 
organizations to correct pay inequities with-
out employees’ negative reactions and claims 
of discrimination (Colella et al., 2007; Day, 
2007). Pay secrecy also decreases labor mo-
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bility and reduces costs associated with labor 
transitions due to pay inequality (Danziger & 
Katz, 1997; Colella et al., 2007). Additional 
benefit of pay secrecy is avoiding or reducing 
conflict in the workplace because employees 
are unaware of pay differentials thus do not 
raise dissatisfaction issues (Colella et al., 
2007). Pay transparency has been found to 
adversely affect employees’ tendency to of-
fer assistance to co-workers (Bamberger & 
Belogolovsky, 2017).

Employers may opt for pay secrecy due 
to numerous reasons, although there are at 
least three major costs to pay secrecy: (1) 
lack of information produces uncertainty 
for employees and an asymmetrical in-
formation status between employees and 
the organization, and thus employee judg-
ments about fairness and their perceptions 
of trust may be sacrificed; (2) employee 
performance and motivation can be ex-
pected to decrease because the pay-perfor-
mance link is weakened and (3) from an 
economics perspective, the labor market 
may be less efficient because employees 
will not move to their highest valued use 
due to lack of information about highest 
paying positions (Colella et al., 2007). 

The criteria used for pay allocation and 
employees’ relative pay status are another 
factor influencing organizational pay com-
munication. Futrell and Jenkins (1978) ar-
gued that a critical variable affecting the 
level of pay system transparency is the abil-
ity of management to objectively measure 
task performance; in case that performance 
cannot be accurately measured and also 
objectively tied to rewards, then secretive 
pay systems may be beneficial for the com-
pany (Colella et al., 2007). Belogolovsky 
& Bamberger (2014) found that if pay for 
performance is applied, pay secrecy may 
hinder the firm’s ability to retain top talent 
and is generally associated with decreased 
employee retention. However, according to 
Colella et al. (2007), high performers de-

sire pay secrecy more than low performers 
because such employees believe that pay 
secrecy will prevent them from becoming 
targets for conflict due to a high pay level. 
For individuals, pay secrecy is a manner 
to protect privacy; knowing what others 
are making might create negative emo-
tions threatening one’s reputation and/or 
self-concept or individuals may make “ir-
rational” decisions (such as leaving) if they 
know what the others are being paid (Colel-
la et al., 2007; Smit & Montag-Smit, 2018). 

Historically favored pay secrecy prac-
tices have been steadily decreasing (Marasi, 
Wall & Bennett, 2018). Recent initiatives to 
increase pay transparency in the workplace 
(Marasi & Bennett, 2016; Smit & Mon-
tag-Smit, 2018) mostly see it as a helpful tool 
to reduce pay discrimination, and especially 
to close gender pay gap (Kim, 2015). As a 
part of its efforts to support equal pay be-
tween men and women, even the European 
commission adopted a recommendation on 
wage transparency in 2014 (2014/124/EU). 
This recommendation should encourage 
public and private employers to adopt trans-
parency policies on wage composition and 
structures; such as the right of employees to 
obtain information on pay levels, employer 
reporting on pay and conducting pay audits. 
Furthermore, pay information is nowadays 
more easily found on specialized internet 
sites (Ledford, 2014) and as such is subject 
to employee interest and discussions. Nev-
ertheless, even with the generally increased 
organizational openness as the consequence 
of participative management, pay communi-
cation to employees is still very limited and 
there are very few organizations with “open 
pay information” systems (Day, 2007). 

Pay openness
On the other end of the pay communica-

tion continuum is making the information 
on pay and pay levels available to all em-
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ployees. Pay openness at its extreme would 
imply organizational practices that involve 
distributing all pay information to employ-
ees on a regular basis, usually at specific 
time intervals (such as annually or quarter-
ly) or upon request (Smit & Montag-Smit, 
2018). Furthermore, in such organisations 
employees are allowed to discuss their 
personal pay information with other or-
ganizational members and outsiders. Pay 
openness suggests that there are no prob-
lems or discrepancies in the pay structure 
(given the reasons for any pay differentials 
are explained and they comply with the or-
ganization’s methods for determining pay). 
Employees are likely to view openness or 
transparency positively (Marasi, Wall & 
Bennett, 2018), which positively influences 
employee engagement (Bamberger & Be-
logolovsky, 2010).

Pay communication reduces uncertainty 
and should promote equitable pay although 
empirical evidence does not unanimously 
support this claim. Smit & Montag-Smit 
(2018) found a positive relationship, but 
Day (2007) found that individuals exposed 
to more pay communication were less 
likely to feel that their pay was equitable. 
Besides pay fairness, pay openness could 
increase pay satisfaction (Scarpello & Car-
raher, 2008). At the individual level, in case 
of pay openness, employees with general 
human capital can look to the external la-
bor market and possibly have some benefits 
from the information about market pay lev-
el, unlike those with firm-specific human 
capital that cannot benefit from pay open-
ness (Colella et al., 2007).

Determinants of pay transparency 
preferences
Literature examining employee atti-

tudes to employer sharing information 
about pay is rare (see Lawler, 1966a; Schus-
ter & Colletti, 1973; Smit & Montag-Smit, 

2018) and lacks finite conclusions. Early 
researchers indicate that employees might 
prefer individual compensation levels kept 
secret (Lawler, 1966b). Employees with 
higher levels of education will probably 
show a higher preference for pay transpar-
ency over those with lower levels of educa-
tion (Schuster & Colletti, 1973; Manning & 
Avolio, 1985). Some differences have been 
found with job categories as well (Manning 
& Avolio, 1985). Employees who are more 
intolerant of uncertainty will opt for pay 
communication, just as employees who are 
concerned with managing and maintaining 
interpersonal relationships are less willing 
to share pay information (Smit & Mon-
tag-Smit, 2018).

Finally, institutional differences be-
tween the public and private sector can also 
have an impact on features of pay commu-
nication (Perry, Engbers & Jun, 2009; Ra-
machandran, 2012). Colella et al. (2007) 
showed that private sector organizations 
which successfully use performance-relat-
ed pay rely on secrecy to sustain their sys-
tems, which contradicts recent requests for 
increased pay transparency and especially 
transparent pay for performance systems. 
Public sector companies’ employees can 
have relatively realistic expectations and 
information about pay prior to their em-
ployment as well as pay expectations dur-
ing their employment. On the other hand, in 
the private sector salaries are often negotia-
ble, higher, including pay for performance 
schemes and from employee perspective 
they are often seen as less transparent than 
in the public sector. Additionally, some 
previous researches have shown that risk-
averse individuals group in the public sec-
tor (Pfeifer, 2011) as pay transparency as 
such offers some level of security. 

Taking into consideration previous re-
search findings and discussions about pay 
transparency, the research question in this 
paper is how pay transparency is seen by 
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public and/or private sector employees 
and is there any difference between the 
private and public sector. In order to test 
the importance and role of pay transparen-
cy two hypotheses have been set: 
H1: Employees in the public sector show 
higher preference for pay openness than 
employees in the private sector. 
H2: Perceptions of pay transparency out-
comes significantly differ between public 
and private sector employees.

METHODOLOGY OF 
RESEARCH
Sample and procedure
Participants to the survey were em-

ployed individuals recruited through 
snowball sampling with a total of 353 re-
spondents to the survey. When selecting 
participants for the study, a non-probabil-
ity sampling technique was applied by us-
ing researchers’ personal and professional 
contacts. Participants received an e-mail 
invitation containing the link to the sur-
vey. Due to a large size, it was not pos-
sible to measure the whole population, so 
a sample of n=353 was acceptable on the 
grounds of acceptance for statistical anal-
ysis in social sciences (Lakens, 2021). 

Measures
In most cases measuring pay commu-

nication has been left to researchers and 
scales have been developed for specific 
research (e.g. Day, 2007), although some 
scales have been developed and validat-
ed for general purposes (e.g. Noy, 2007; 
Marasi, Wall & Bennett, 2018), or as a 
pay communication preferences scale 
(Smit & Montag-Smit, 2019). Based on 
these, the survey instrument was a 13-item 
questionnaire developed for this research, 
consisting of items aimed at measuring 
pay transparency, desirability of pay trans-

parency and employee-perceived individ-
ual and organizational outcomes of pay 
transparency. In order to assure mutual 
understanding of the research, the ques-
tionnaire contained an explanation of the 
“pay transparency” construct. 

The level of pay transparency was 
self-reported, and measured as “To what 
extent are you familiar with the pay of 
your colleagues”. The item was assessed 
on a Likert-type scale ranging from 1=not 
familiar at all, to 5= fully familiar. Pay 
communication policy was explored with 
an closed-end question “Your pay in the 
organization you are currently working” is 
“fully secret, information forbidden to dis-
cuss”, “not a publicly known information, 
but can be discussed with colleagues, al-
though it is not supported by the employ-
er”, “not a publicly known information, 
but can be discussed with colleagues and 
it is supported by the employer” or in case 
of pay openness” it is fully public infor-
mation, accessible to other employees“. 

Attitudes towards pay transparency 
were measured with three items: “I believe 
that wages should be transparent within the 
organization”, “I would like to work in an 
organization with a high level of pay trans-
parency“, and „I would be ready to com-
municate transparently my salary to my 
colleagues in the organization“. The ques-
tionnaire used a 5-point Likert-type scale 
ranging from 1 (strongly disagree) to 5 
(strongly agree).

A description of individual and or-
ganization related outcomes, specifically 
developed for this study to assess the em-
ployees’ perceptions of pay transparency 
outcomes, is as follows:
1. Employee motivation - “I think that 

increased pay transparency would im-
prove my level of motivation”; 

2. Individual performance – “I would be/
would have been more productive if 
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the organization I work for had trans-
parent pay”

3. Employee relations – “If salaries were 
transparent, the relationships among 
the employees in the organization 
would be better”

4. Job satisfaction – “I would be more sat-
isfied at work if wages were transparent”

5. Retention – “Pay transparency would 
lead to a reduction in employee fluc-
tuation”

6. Equitable pay – “If wages were more 
transparent, they would be determined 
more fairly“.

7. Employee discrimination – “Pay trans-
parency would help to reduce employ-
ee discrimination in this organization“

8. Commitment – “I would be more loy-
al to the organization if salaries were 
transparent“.
Additionally, the questionnaire included 

information about respondent’s employment 
(public/private sector, length of service, 
length of service with the current employer, 
firm size, unionization) and some respond-
ents’ independent characteristics (gender, 
age, education level and monthly income). 

Confirmatory factor analysis was used 
to evaluate the validity of the scales used 
for pay secrecy preferences and attitudes 
about pay transparency outcomes. Most 
standardized factor loadings were great-
er than 0.70 with one factor greater than 
0.65, so this single-factor model was good 
fit with the data (Hair et al., 2006). Cron-
bach’s alpha for the overall scale measur-
ing perceived outcomes of pay transparen-
cy was 0.933. Non parametric Chi-square 
and Mann-Whitney U tests were used to 
test the differences between public and 
private sector employees.

RESEARCH RESULTS
Respondents dominantly belonged to 

the private sector (n=244, 69.1%) which 
corresponds with the fact that majority 
of employees in Croatia are employed by 
the private sector organizations. A total of 
109 employees (30.9%) were employed in 
the public sector. Current and longest em-
ployment sectors show a strong correla-
tion (r=0.829, p<0.01) indicating that em-
ployees during their careers rarely moved 
across sectors (private or public sector).

Table 1
Profile of respondents in the public and private sector

Public sector Private sector

Age x̄= 37.86, s.d.=11.48 x̄= 31.72, s.d.=7.42

Gender M – 23.9%, F – 76.1% M – 37.7.%, F – 62.3%

Education
High school – 11.9% bachelor – 11.9% 

master or higher – 76.2%
High school – 14.3% bachelor – 13.1% 

master or higher– 72.5%

Income

Up to 6000 kn – 28.4%
 6000-8000 kn – 44% 

8000-10000 kn – 18.3%   
more than 10 000 – 9.2%

Up to 6000 kn – 38.5%
 6000-8000 kn – 28.3% 
8000-10000 kn – 15.2% 
more than 10 000 – 18%

Experience with 
current employer

x̄= 10.13 
s.d.=10.20

x̄= 3.84 
s.d.=4.46

Union membership
No – 50.5% 
Yes – 44% 

Do not know – 5.5%

No – 90.6% 
Yes – 4.5% 

Do not know – 4.9%

s.d.=standard deviation



Rev. soc. polit., god. 29, br. 1, str. 35-50, Zagreb 2022 Načinović Braje I., Kuvač A.: Pay Transparency and Its Effects...

42

Table 1 shows the profile of respond-
ents from each sector. On average, em-
ployees from the public sector are older 
than employees in the private sector and 
include a higher proportion of women. 
Employees in the public sector mostly 
earn average (up to 6000 kuna) or slightly 
above average (6000-8000 kuna) salaries 
(72.4% respondents), whilst in the pri-
vate sector there is a high percentage of 
employees earning average or below av-
erage salaries (38.5%), but there is also a 
relatively high proportion of those whose 
earnings highly exceed average salaries in 
Croatia (18%). Compared to employees 
from the private sector, employees in the 
public sector have longer working expe-
rience with current employer, and higher 
union membership rate.

The level of pay transparency is the 
consequence of pay communication poli-
cy, ranging from secrecy to openness. In 
Croatia public sector traditionally shows 
high unionization and consequentially 
public availability of collective labour 
agreements that include some information 
about pay levels or pay ranges. As shown 
in Table 2, the research confirmed that 
complete openness (reported by 21.1% 
respondents employed in the public sec-
tor), or at least some employer-supported 
pay openness is more often present in the 
public sector. Among private owned com-
panies, 29.9% pursue with complete pay 
secrecy (whereas among public organiza-
tions this percentage is 2.8%). Statistically 
significant difference in pay communica-
tion has been confirmed between the two 
sectors (χ2 =73.224, at p<0.01).  

Table 2 
Pay communication policy in the public and private sector

Pay communication

TotalTotal 
secrecy

Pay is not public, but it 
can be discussed with 

colleagues, not supported 
by employer

Pay is not public, but it 
can be discussed with 

colleagues, supported by 
employer

Total 
openness

Public 2.8% 27.5% 48.6% 21.1% 100.0%

Private 29.9% 45.5% 19.3% 5.3% 100.0%

Total 21.5% 39.9% 28.3% 10.2% 100.0%

Pearson Chi-Square=73,224; df=3; p=0.000

The research further analyzed employ-
ee-perceived pay transparency level in the 
public and private sector, as well as em-
ployee attitudes towards pay transparency 
and its possible outcomes for the individ-
ual and the organization. Table 3 shows 
the level of self-reported pay transparency 
in the public and private sector. Descrip-

tive statistics indicates that employee pay 
transparency is generally higher among 
public sector organizations (very high 
transparency for 29.4% of public and 
18.4% of private organizations) and that 
there is a statistically significant difference 
in perceived pay transparency between the 
two sectors (χ2 =8.519, at p<0.1).  
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Table 3
Pay transparency in the public and private sector

Pay transparency
Total

Very low Low Moderate High Very high

Public 6.4% 20.2% 22.0% 22.0% 29.4% 100.0%

Private 13.9% 23.0% 25.0% 19.7% 18.4% 100.0%

Total 11.6% 22.1% 24.1% 20.4% 21.8% 100.0%

Pearson Chi-Square=8,519; df=3; p=0.074

A special interest of this research was 
to study employee attitudes to pay trans-
parency. When comparing employee atti-
tudes based on their sector of employment, 
public sector employees showed a more 
positive attitude towards pay transparency 
(61.4% employees believe that pay should 
be transparent, compared to 53.3% in the 
private sector), would like to work for a 
company with a transparent pay system 

(76.1%; compared to 57.4% of employ-
ees in the private sector) and the majori-
ty of them would be ready to communi-
cate transparently their pay to colleagues 
(64.2%, compared to 48.4% respondents 
belonging to private sector organizations). 
Mann-Whitney U test confirmed that such 
differences between employees from the 
two sectors are also statistically significant 
(at p<0.01).

Table 4
Employee attitudes towards pay transparency

Employee attitudes 
related to pay 
transparency

Sector of 
employment

Strongly 
disagree  

(%)

Disagree 
(%)

Nor agree 
or disagree 

(%)

Agree 
(%)

Strongly 
agree 

(%)

Total 
(%)

I believe that 
wages should be 
transparent within 
the organization
U=9938; p=0.000

Public 5.5 3.7 29.4 22.0 39.4 100.0

Private 10.7 15.6 20.5 25.4 27.9 100.0

I would like to work 
for company with 
transparent pay
U=10980; p=0.007

Public 3.7 2.8 17.4 22.0 54.1 100.0

Private 11.5 14.3 16.8 25.8 31.6 100.0

I would be ready 
to communicate 
transparently 
my salary to my 
colleagues in the 
organization
U=9440,500; 
p=0.000

Public 6.4 4.6 24.8 21.1 43.1 100.0

Private 13.5 15.6 22.5 23.8 24.6 100.0

In terms of possible outcomes of pay 
system transparency, data in Table 5 in-
dicate that employees in the public sector 
envisage higher beneficial effect of pay 
transparency. For all examined outcomes 
Mann-Whitney U test indicated that such 
differences are statistically significant be-

tween employees working in the public 
and private sector; (1) increased employee 
motivation (p<0.01), (2) increased perfor-
mance (p<0.05), (3) improved employee 
relations (p<0.01), (4) increased satis-
faction (p<0.01), (5) employee retention 
(p<0.1), (6) more equitable pay (p<0.1), 
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(7) reduced discrimination (p<0.01), and 
(8) increased commitment (p<0.01). On 
average, research results indicate that pub-

lic sector employees attribute pay trans-
parency with higher beneficial effects.  

Table 5
Employee-perceived outcomes of pay transparency

Outcomes of pay 
transparency, 
increase in:

Sector of 
employment

Strongly 
disagree 

(%)

Disagree 
(%)

Nor agree 
or disagree 

(%)

Agree 
(%)

Strongly 
agree

(%)

Total
(%)

Employee motivation
U=10815,000; p=0.004

Public 7.3 9.2 37.6 22.0 23.9 100.0

Private 18.0 19.3 23.8 21.7 17.2 100.0

Performance
U=11179,000; p=0.014

Public 11.0 10.1 39.4 18.3 21.1 100.0

Private 22.1 16.0 27.9 18.0 16.0 100.0

Employee relations
U=9715,000; p=0.000

Public 10.1 12.8 37.6 24.8 14.7 100.0

Private 23.4 23.8 29.1 13.9 9.8 100.0

Satisfaction
U=10689,500; p=0.002

Public 9.2 10.1 35.8 27.5 17.4 100.0

Private 17.6 19.7 30.3 18.9 13.5 100.0

Retention
U=11840,000; p=0.089

Public 9.2 11.9 48.6 15.6 14.7 100.0

Private 16.4 20.5 31.1 20.5 11.5 100.0

Equitable pay
U=11666,000; p=0.057

Public 3.7 5.5 25.7 30.3 34.9 100.0

Private 9.0 12.7 20.5 28.7 29.1 100.0

Discrimination  
(reduced)
U=10241,500; p=0.000

Public 2.8 2.8 31.2 27.5 35.8 100.0

Private 11.5 18.0 20.9 23.8 25.8 100.0

Commitment
U=9832,000; p=0.000

Public 7.3 4.6 43.1 26.6 18.3 100.0

Private 20.1 17.6 30.7 19.7 11.9 100.0

Table 6 shows correlation coefficients 
between respondents’ independent char-
acteristics and their attitudes towards pay 
transparency and its outcomes, both for re-
spondents from the public and private sector. 
For example, in the public sector employee 
age is statistically significantly correlated 
with employees’ perceptions of the out-
comes of pay transparency: motivation 
(r=-0.195, p<0.01), performance (r=-0.297, 
p<0.01) and retention (r=-0.127, p<0.01). 
Negative correlation coefficients found be-
tween age and perceived outcomes of pay 
transparency indicate that as employees in 
the public sector get older, their perception 
of the positive outcomes of pay transparency 
is diminishing. Income has been statistically 
significantly related to employee retention 
as a consequence of pay transparency (r=-

0.328, p<0.01), but due to the negative cor-
relation coefficient, it can be concluded that 
as the level of employee’s income is increas-
ing, their perception of the positive impact 
of pay transparency on employee retention 
in the company is decreasing. 

In the private sector, age is negatively 
and statistically significantly related with 
several outcomes of pay transparency:  work 
motivation (r=-0.132, p<0.01), employee 
performance (r=-0.129, p<0.01), employee 
retention (r=-0.136, p<0.01) and commit-
ment (r=-0.189, p<0.01).  The level of ed-
ucation among respondents from the private 
sector is found to be related with employee 
satisfaction (r=-0.131, p<0.01) and reten-
tion, (r=-0.131, p<0.01), although negative 
correlation coefficients indicate that more 
educated employees perceive fewer benefits 
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of pay transparency for employee satisfac-
tion and retention. Respondents’ income was 
also related with perceived outcomes of pay 
transparency (r=-0.245, p<0.01), but in a 

negative manner, indicating that the higher 
the income, the fewer benefits of pay trans-
parency will be perceived by the employees 
in the private sector. 
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DISCUSSION AND 
CONCLUSIONS
Failing to understand what employees 

prefer with respect to pay communication 
can affect individual and organization-
al outcomes (Schuster & Colletti, 1973). 
This paper can help academics and prac-
titioners to understand when and why em-
ployees prefer open pay communication 
and should employers really pursue with 
more pay transparency, as has been recent-
ly requested. Although non-unanimously, 
previous research has mostly shown that 
open pay communication can have nu-
merous benefits (Futrell & Jenkins, 1978; 
Scarpello & Carraher, 2008, Bamberger 
& Belogolovsky, 2010; Belogolovsky & 
Bamberger, 2014; Day, 2012; Marasi, Wall 
& Bennett, 2018 etc.). However, this paper 
specifically focused on “pay transparency 
dilemma”, or more precisely, what are em-
ployee attitudes to pay transparency by 
separately analyzing attitudes of employ-
ees in the private and public sector. 

Research results confirmed the as-
sumption that pay communication and 
pay transparency are relatively higher in 
the public sector. Furthermore, those em-
ployees currently employed in the public 
sector have different preferences about 
pay issues than employees in the public 
sector, with more positive attitudes to-
wards transparency and pay communi-
cation compared to employees from the 
private sector (H1). Therefore, employees 
with high preference for pay transparency 
might be attracted to public sector organi-
zations and less likely to enter the private 
sector. However, it must be pointed out 
that those differences could be stipulated 
by respondents’ profiles, as there were 
more female respondents in the public 
sector, they are on average older than em-
ployees from the private sector and their 
income was relatively lower when com-
pared to employees from the private sec-

tor. Additionally, risk-averse individuals 
often group in the public sector (Pfeifer, 
2011), and pay transparency as such offers 
some level of security. Overall results in-
dicate that more than half of the respond-
ents in Croatia in general have a positive 
attitude towards pay transparency, would 
like to work for a company with a trans-
parent pay system and would be willing 
to communicate information about pay to 
colleagues. Such findings were somewhat 
unexpected since in collectivistic national 
cultures employees usually do not want to 
stand out from the group or compete with 
others in the group (Colella et al., 2007), 
and due to pay transparency employees 
might become aware that not all members 
of the group share the same pay ranges. 

Statistically significant differences 
have been found between public and pri-
vate sector employees in terms of their be-
liefs about the consequences of increased 
pay transparency, confirming H2. De-
scriptive statistics indicated that employ-
ees working in the public sector perceive 
that pay openness can have more benefi-
cial effects than employees working in the 
private sector, for example for increasing 
employee motivation, performance, satis-
faction and other, which confirms previ-
ous findings (e.g. Scarpello & Carraher, 
2008, Bamberger & Belogolovsky, 2010; 
Jawahar & Stone, 2011; Day, 2012; Be-
logolovsky & Bamberger, 2014). Still, it 
must be emphasized that public sector or-
ganizations in Croatia mostly do not im-
plement variable pay, and Belogolovsky 
& Bamberger (2014) showed that the out-
comes of pay transparency also depend 
upon the type of implemented reward sys-
tem. Although prior research showed con-
tradictory findings on the effects of pay 
openness on the perception of pay equity 
(e.g. Day, 2007; Smit & Montag-Smit, 
2019), in this research the respondents 
whose employers pursue more open pay 
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communication, namely those from the 
public sector, perceived positive effects of 
pay transparency on perceived pay equity. 

After a long period of pay secrecy as a 
common practice (e.g. Rosenfeld, 2017), 
initiatives to increase pay transparency are 
gaining importance both in the EU and USA 
(Trotter, Rawson Zacur & Stickney, 2017). 
As a part of their compensation strategy 
and policy, companies must make a choice 
on the level of pay transparency. Sever-
al benefits of pay transparency have been 
already emphasized in the literature, but 
employee attitudes on pay communication 
were mostly neglected. This paper contrib-
uted to this “pay transparency dilemma”, 
but also aimed at comparing the situation in 
public and private sector organizations. The 
respondents from the public sector organi-
zations find that their pay systems are more 
transparent than the respondents from the 
private sector, but they also showed high-
er preference for transparent pay systems. 
Such findings might indicate that those em-
ployees that have a more favorable attitude 
towards pay transparency may be attracted 
to public sector organizations that usually 
offer higher pay transparency. Still, private 
sector organizations should not neglect the 
importance of pay communication, espe-
cially due to the fact that in case pay for 
performance is applied, pay openness in-
creases individual performance (Bamberg-
er & Belogolovsky, 2010).

Practical implications
The findings of this paper indicate that 

employers in Croatia, both in the public 
and private sector, should not hesitate to 
implement greater levels of pay transpar-
ency and comply with the European Com-
mission recommendation on strengthening 
the principle of equal pay between men and 
women through transparency. Gender pay 
gap is usually the most prominent form of 

discrimination and according to employee 
opinion, and the biggest advantages of pay 
transparency are exactly achieving equita-
ble pay and reduced employee discrimina-
tion. Furthermore, besides sharing infor-
mation about pay structure or pay ranges, 
employers in the public sector could dis-
close pay information for certain positions 
(e.g. above a certain pay level) in order to 
restrain salary growth and to act as a form 
of implicit control, similar to publicly de-
clared executive remuneration in the private 
sector. Since respondents generally showed 
a high preference for pay transparency, it 
is advisable even for employers from the 
private sector in Croatia to increase the 
level of pay communication, as otherwise 
prospective workers might have reduced 
incentives to enter this sector.

Research limitations
Because of the limited amount of re-

search into pay communication, no exist-
ing scales measuring this variable were 
available, and thus self-made scale was 
used for the purpose of this research. Al-
though reliability was acceptable, it is 
unclear whether or not it measures the 
breadth and depth of issues that should be 
included in a scale on pay communication 
sufficiently. It is probable that different 
types of occupations and professions are 
differently affected by pay communica-
tion. Indication of the sector of employ-
ment was self-rated. Data were collected 
from employees in a collectivistic country, 
whose attitudes might differ from employ-
ees in other dominantly individualistic 
countries.  

REFERENCES
Adams, J. S. (1963). Towards an understanding of in-

equity. The Journal of Abnormal and Social Psy-
chology, 67(5), 422–436. https://doi.org/10.1037/
h0040968

https://doi.org/10.1037/h0040968


Rev. soc. polit., god. 29, br. 1, str. 35-50, Zagreb 2022 Načinović Braje I., Kuvač A.: Pay Transparency and Its Effects...

48

Balkin, D. B., & Gomez-Mejia, L. (1990). Matching 
compensation and organizational strategies. Strate-
gic Management Journal, 11(2), 153–169. https://
doi.org/10.1002/smj.4250110207

Bamberger, P. A., & Belogolovsky, E. (2010). The im-
pact of pay secrecy on individual task performance. 
Personnel Psychology, 63(4), 965–996. https://doi.
org/10.1111/j.1744-6570.2010.01194.x

Bamberger, P. A., & Belogolovsky, E. (2017). The dark 
side of transparency: How and when pay adminis-
tration practices affect employee helping. Journal 
of Applied Psychology, 102(4), 658–671. https://
doi.org/10.1037/apl0000184

Belogolovsky, E., & Bamberger, P. A. (2014). Signaling 
in secret: Pay for performance and the incentive 
and sorting effects of pay secrecy. Academy of 
Management Journal, 57(6), 1706–1733. https://
doi.org/10.5465/amj.2012.0937

Belogolovsky, E., Bamberger, P. A., Alterman, V., & 
Wagner, D. T. (2016). Looking for assistance in 
the dark: Pay secrecy, expertise perceptions, and 
efficacious help seeking among members of new-
ly formed virtual work groups. Journal of Busi-
ness and Psychology, 31(4), 459–477. https://doi.
org/10.1007/s10869-015-9427-4

Burroughs, J. D. (1982). Pay secrecy and performance: The 
psychological research. Compensation Review, 14(3), 
44–54. https://doi.org/10.1177/088636878201400305

Colella A., Paetzold R., Zardkoohi A., & Wesson 
M. (2007). Exposing pay secrecy. Academy of 
Management Review, 32(1), 55–71. https://doi.
org/10.5465/amr.2007.23463701

Colquitt, J. A. (2001). On the dimensionality of organ-
izational justice: A construct validation of a meas-
ure. Journal of Applied Psychology, 86(3), 386–
400. https://doi.org/10.1037/0021-9010.86.3.386

Danziger, L., & Katz, E. (1997). Wage secrecy as a so-
cial convention. Economic Inquiry, 35(1), 59–69. 
https://doi.org/10.1111/j.1465-7295.1997.tb01894.x

Day, N. E. (2007). An investigation into pay communica-
tion: Is ignorance bliss?. Personnel Review, 36(5), 739–
762. https://doi.org/10.1108/00483480710774025

Day, N. E. (2012). Pay equity as a mediator of the rela-
tionships among attitudes and communication about 
pay level determination and pay secrecy. Journal of 
Leadership & Organizational Studies, 19(4), 462–
476. https://doi.org/10.1177/1548051812455240

Estlund, C. (2014). Extending the case for workplace trans-
parency to information about pay. UC Irwine Law Re-
view, 4(2), 781–799. Available at https://scholarship.
law.uci.edu/ucilr/vol4/iss2/11

European Commission. (2014). Commission Recommen-
dation of 7 March 2014 on strengthening the princi-

ple of equal pay between men and women through 
transparency (2014/124/EU). Official Journal of the 
European Union, L 69/112. Available at http://data.
europa.eu/eli/reco/2014/124/oj

Festinger, L. (1954). A theory of social comparison pro-
cesses. Human Relations, 7(2), 117–140. https://
doi.org/10.1177/001872675400700202

Futrell, C., & Jenkins, O. (1978). Pay secrecy versus 
pay disclosure for salesmen: A longitudinal study. 
Journal of Marketing Research, 15(2), 214–219. 
https://doi.org/10.1177/002224377801500204

Gely, R., & Bierman, L. (2003). Pay secrecy/confiden-
tiality rules and the National Labor Relations Act. 
Journal of Employment and Labor Law, 6(1), 121–
156. Available at https://scholarship.law.missouri.
edu/facpubs/219/

Gomez, R., & Wald, S. (2010) When public-sector sala-
ries become public knowledge: Academic salaries 
and Ontario’s Public Sector Salary Disclosure Act. 
Canadian Public Administration, 53(1), 107–126. 
https://doi.org/10.1111/j.1754-7121.2010.00114.x

Gomez-Mejia, L. R., & Balkin, D. B. (1992). Compensa-
tion, organizational strategy, and firm performance. 
Cincinnati: SouthWestern.

Greenberg, J. (1987). A taxonomy of organizational 
justice theories. Academy of Management Review, 
12(1), 9–22. https://doi.org/10.2307/257990

Hair, J., Black, W., Babin, B., Anderson, R., & Tatham, 
R. (2006). Multivariate data analysis (6th ed.). Up-
persaddle River, NJ: Pearson Prentice Hall.

Heneman, H. G., & Judge, T. A. (2000). Incentives 
and motivation. In S. Rynes & B. Gerhart (Eds.), 
Compensation in organizations (pp. 61–103). San 
Francisco: New Lexington Press.

Hofstede, G. (2001). Culture’s consequences: Interna-
tional differences in work-related values (2nd ed.). 
Beverly Hills: Sage Publications.

Jawahar, I. M., & Stone, T. H. (2011). Fairness perceptions 
and satisfaction with components of pay satisfaction. 
Journal of Managerial Psychology, 26(4), 297–312. 
https://doi.org/10.1108/02683941111124836

Kelly, A. E. (2002). The psychology of secrets. New 
York: Plenum Publishers.

Kim, M. (2015). Pay secrecy and the gender wage gap 
in the United States. Industrial Relations, 54(4), 
648–667. https://doi.org/10.1111/irel.12109

Lakens, D. (2021). Sample size justification. PsyArXiv. 
https://doi.org/10.31234/osf.io/9d3yf

Lawler, E. E. (1966a). Managers’ attitudes toward how 
their pay is and should be determined. Journal of 
Applied Psychology, 50(4), 273–279. https://doi.
org/10.1037/h0023617

https://doi.org/10.1111/j.1744-6570.2010.01194.x
https://doi.org/10.1007/s10869-015-9427-4
https://doi.org/10.5465/amr.2007.23463701
https://scholarship.law.uci.edu/ucilr/vol4/iss2/11
http://data.europa.eu/eli/reco/2014/124/oj
https://scholarship.law.missouri.edu/facpubs/219/
https://doi.org/10.1037/h0023617


Rev. soc. polit., god. 29, br. 1, str. 35-50, Zagreb 2022 Načinović Braje I., Kuvač A.: Pay Transparency and Its Effects...

49

Lawler, E. E. (1966b). The mythology of management 
compensation. California Management Review, 
9(1), 11–22. https://doi.org/10.2307/41165705

Lawler, E. E. (1967). Secrecy about management com-
pensation: Are there hidden costs?. Organizational 
Behavior and Human Performance, 2(2), 182–189. 
https://doi.org/10.1016/0030-5073(67)90030-X

Ledford, G. E. (2014). The changing landscape of em-
ployee rewards: Observations and prescriptions. 
Organizational Dynamics, 43(3), 168–179. https://
doi.org/10.1016/j.orgdyn.2014.08.003

Manning, M. R., & Avolio, B. J. (1985). The impact of 
blatant pay disclosure in a university environment. 
Research in Higher Education, 23(2), 135–149. 
https://doi.org/10.1007/BF00976824

Marasi, S., & Bennet, R. J. (2016). Pay communication: 
Where do we go from here?. Human Resource 
Management Review, 26(1), 50–58. https://doi.
org/10.1016/j.hrmr.2015.07.002

Marasi, S., Wall, A., & Bennett, R.J. (2018). Pay openness 
movement: Is it merited? Does it influence more 
desirable employee outcomes than pay secrecy?. 
Organization Management Journal, 15(2), 58–77. 
https://doi.org/10.1080/15416518.2018.1471978

Martocchio, J. J. (2006). Strategic compensation: A human 
resource management approach (4th ed.). Uppersad-
dle River, NJ: Prentice Hall.

Milkovich, G. T., & Anderson, P. H. (1972). Manage-
ment compensation and secrecy policies. Per-
sonnel Psychology, 25(2), 293–302. https://doi.
org/10.1111/j.1744-6570.1972.tb01105.x

Mulvey, P. W., LeBlanc, P. V., Heneman, R. L., & McIn-
erney, M. (2002). Study finds that knowledge of 
pay process can beat out amount of pay in employ-
ee retention, organizational effectiveness. Jour-
nal of Organizational Excellence, 21(4), 29–42. 
https://doi.org/10.1002/npr.10041

Noy, L. (2007). Development of a measure of organi-
zational pay secrecy. Los Angeles: Alliant Interna-
tional University.

Perry, J. L., Engbers, T. A., & Jun, S. Y. (2009). Back 
to the future? Performance-related pay, empiri-
cal research, and the perils of persistence. Public 
Administration Review, 69(1), 39–51. https://doi.
org/10.1111/j.1540-6210.2008.01939_2.x

Pfeifer, C. (2011). Risk aversion and sorting into pub-
lic sector employment. German Economic Re-
view, 12(1), 85–99. https://doi.org/10.1111/j.1468-
0475.2010.00505.x

Ramachandran, G. (2012). Pay transparency. Penn 
State Law Review, 116(4), 1044–1080.

Rosenfeld, J. (2017). Don’t ask or tell: Pay secrecy 
policies in US workplaces. Social Science Re-
search, 65, 1–16. https://doi.org/10.1016/j.ssre-
search.2017.01.009

Scarpello, V., &, Carraher, S. M. (2008). Are pay sat-
isfaction and pay fairness the same construct? A 
cross‐country examination among the self‐em-
ployed in Latvia, Germany, the UK, and the USA. 
Baltic Journal of Management, 3(1), 23–39. 
https://doi.org/10.1108/17465260810844248

Schuster, J., & Colletti, J. (1973). Pay secrecy: Who is for 
and against it?. The Academy of Management Jour-
nal, 16(1), 35–40. https://doi.org/10.2307/255040

Shaw, J. D., & Gupta, N. (2007). Pay system character-
istics and quit patterns of good, average and poor 
performers. Personnel Psychology, 60(4), 903–928. 
https://doi.org/10.1111/j.1744-6570.2007.00095.x

Smit, B., & Montag-Smit, T. (2018). The role of pay 
secrecy policies and employee secrecy prefer-
ences in shaping job attitudes. Human Resource 
Management Journal, 28(2), 304–324. https://doi.
org/10.1111/1748-8583.12180

Smit, B., & Montag-Smit, T. (2019). The pay transpar-
ency dilemma: Development and validation of the 
pay information exchange preferences scale. Jour-
nal of Applied Psychology, 10(4), 537–558. https://
doi.org/10.1037/apl0000355

Trotter, R. G., Rawson Zacur S., & Stickney, L. T. 
(2017). The new age of pay transparency. Business 
Horizons, 60(4), 529–539. https://doi.org/10.1016/j.
bushor.2017.03.011

https://doi.org/10.1016/j.hrmr.2015.07.002
https://doi.org/10.1111/j.1744-6570.1972.tb01105.x
https://doi.org/10.1111/j.1540-6210.2008.01939_2.x
https://doi.org/10.1111/j.1468-0475.2010.00505.x
https://doi.org/10.1016/j.ssresearch.2017.01.009
https://doi.org/10.1111/1748-8583.12180
https://doi.org/10.1016/j.bushor.2017.03.011


Rev. soc. polit., god. 29, br. 1, str. 35-50, Zagreb 2022 Načinović Braje I., Kuvač A.: Pay Transparency and Its Effects...

50

Sažetak

TRANSPARENTNOST PLAĆA – STANJE I UČINCI: KOMPARATIVNA  
ANALIZA ZAPOSLENIKA U PRIVATNOM I JAVNOM SEKTORU

Ivana Načinović Braje
Ekonomski fakultet Sveučilišta u Zagrebu

Zagreb, Hrvatska

Andrea Kuvač
Adecco Hrvatska d.o.o.

Zagreb, Hrvatska

U radu se analiziraju stavovi zaposlenika prema transparentnosti plaća i načinu na 
koji poslodavci komuniciraju informacije o karakteristikama sustava nagrađivanja, te 
provodi komparativna analiza stavova zaposlenika privatnog i javnog sektora. Istraži-
vanje je provedeno na uzorku 353 zaposlenika iz privatnog i javnog sektora. Rezultati 
istraživanja pokazuju da zaposlenici iz javnog sektora imaju pozitivniji stav prema tran-
sparentnosti plaća, iskazuju veće preferencije prema transparentnosti plaća i spremniji 
su dijeliti informacije o plaći negoli zaposlenici iz privatnog sektora. U usporedbi sa 
zaposlenicima iz privatnog sektora, zaposlenici iz javnog sektora smatraju da transpa-
rentnost plaća dovodi do pozitivnijih učinaka. Način komuniciranja informacija o sustavu 
nagrađivanja i razina transparentnosti plaća mogu djelovati kao dodatni čimbenici koji 
će privlačiti zaposlenike u privatni ili javni sektor, odnosno, kao osnova za grupiranje 
zaposlenika u sektoru. 

Ključne riječi: komuniciranje plaća, transparentnost plaća, javnost plaća, tajnost pla-
ća, sustav nagrađivanja.
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