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Summary

The efficiency wage theory has the potential teiofirms an alternative for monitoring their
employees. By claiming that a higher wage induceskers to work rather than shirk it
suggests that employees can motivate themseluass Mho have productive and motivated
employees do not have to spend their means at\ssper activities.

Four different micro-economic foundations are tinedamentals of the efficiency wage
theory: adverse selection, the gift exchange mdalebr turnover costs and the shirking
model. In this thesis the shirking version of tiffeceency wage theory is used to test whether
there is an efficiency wage explanation for theeobsd wage premiums paid by Dutch
temporary labor agencies that employ students.r8epmxies for supervisory intensity are
used to test for a trade-off between wages andreign. Next to variables that are already
used in earlier studies, this thesis proposes agquantification for supervisory intensity by
measuring the duration of a contract workers’ asagnt.The longer the assignment, the
higher the supervisory intensity is the expectéatignship.

Above variable and the other used supervision atdrs delivered ambiguous results

throughout this research and provide by that asfasifurther research.



1. Introduction
Workers effort is often hard to measure for empisy&@hough hard to measure, in an ideal
situation a firm pay a worker precisely the wags torresponds with his or her effort level
and contract arrangements. In such case, a woakes precisely the wage he/she is entitled
to. A firm will occur no extra costs if a workerades to shirk as the shirking time will be
subtracted from the workers’ wage. In a world ikdéss ideal, the possibilities to measure a
workers’ effort level are limited and contract axgaments rarely specify all situations that
possibly can occur (Malcomson, 1981). Firms caly galy wages to a certain level and it is
impractical to make a workers wage totally depermtethe delivered effort level since it is
often impossible to verify the precise productioreffort level. This means that a firm occurs
costs when a worker buys leisure by shirking onjabe

In order to get an idea of the delivered effortt@ir employees firms undertake costly
supervision activities. A firm has several optibmsupervise employees. Most commonly,
firms give some of their workers supervising tasksch mean that those workers can spend
less time at the actual production process and tmoeeat controlling activities (Leonard,
1987). In that case a firm needs to attract monke&rs and occur higher labor costs, in order
to produce the same output. A relatively inexpemsiay of supervising employees is the use
of piece rates. With piece rates, employee and @mephave a contractual arrangement that
specify a certain wage to a certain output levéhdugh inexpensive, piece rates are often
hard to implement. Most jobs have some aspectsatikatot directly linked to the production
process, and in case of piece rates those indasks will not be rewarded with extra wage
and by that those tasks do not have the priorityakers. Therefore, piece rates are only
suited in some jobs. Next to supervising, a firm choose to punish a worker when he/she is
caught shirking. Though the methods of (legal) pamient an employer has are limited; firms
can fire an employee but cannot demand a dirett foae or other sorts of fines. Therefore,
when a worker is caught shirking a firm can chaosearn an employee or to fire him/her. If
a firm choose to warn a shirking employee it gigesgn that shirking is tolerated, if a firm
choose to fire a shirking employee it occur turerososts. Both options have adverse effects
for a firm, so avoiding shirking behavior and bgttlavoiding the situation that a firm has to
warn or fire a worker is important for firms.

As a consequence, firms search for alternativecgevio motivate and elicit the required
productive behavior of workers (Shapiro and Stuglit984). According to the efficiency wage
theory, employers can choose to pay workers a \@hgee their outside option or above the

market level. By means of a higher wage, workemeapate their jobs more and deliver a
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higher effort level. In fact, it can lower a firmest if it increases the wage payments. This, at
first sight, puzzling statement can be explaineithwhe efficiency wage theory. In short, the
efficiency wage theory gives a worker two choiagerk or shirk. A firm’s goal is to motivate
a worker intrinsically to choose for work ratheathshirk. A higher wage can push a worker
into the right direction because when a worker slesdo shirk he/she has some chance of
getting caught shirking. In case of shirking, weuase that a worker will immediately be
fired. When a worker is fired he/she loses hisl{higage and become unemployed. In that
situation a worker has to start looking for a new. jin case his/her last employer paid a
relatively high wage, the unemployed worker haseachance of losing his relatively high
payment with a new job. The loss of the wage premtan be seen as the penalty of shirking,
this penalty increases when the wage increaseamployment rises (Shapiro and Stiglitz,
1984). Workers who earn a relatively high wageiaimnsically motivated to keep their job
and will shirk less; therefore high paying empl®yean spend less on supervising costs. So
paying a wage above the market clearing level tartseproductive or quality enhancing
behavior and can be profitable for firms. This irapla vast improvement as employers are
spending a substantial amount of their budget onitmang. According to the study of Weis
(1980) for most firms the costs of supervising extthe benefits.

Above reasoning can offer an explanation for wagerentials between firms, regions or
industries. This thesis discusses the high wagmipras in the temporary labor market and
offers the suggestion that at least part of th@eeepums can be explained with the efficiency
wage theory. Although there is a collective labgre@ment which specify a minimum wage
level for this sector it is not a rarity that cadt workers earn more than twice the minimum
wage. Especially students who work part time fegraporary labor agency earn a high wage
premium. At first sight, there seems to be no cteasons for a wage premium in this
industry. This thesis intent to explain those prems with the help of the efficiency wage
theory. One reason for the high wage premiums eahd expected relationship between
wages and productivity. By testing the relatiopdhetween wages and supervision this thesis
offers an indirect test for the expected positelationship between wages and productivity.
If high wages elicit productivity than high wagenfis should spend fewer resources to
supervision. To conduct above test, a dataset tikenthe temporary labor industry in the
Netherlands will be used. Only agencies that emplgkier educated students and follow a
specific collective labor agreement are incorpatatethis dataset. Using such a narrow
setting as the temporary labor market, offer thespmlity to test the efficiency wage theory

in a controlled environment.



After interviewing managers from temporary laboeagjes several indicators for supervisory
intensity were qualified. With the help of a quesnaire all temporary labor agencies that
meet the criteria were approached to answer thstigneabout supervisory intensity and
wage levels. 32 agencies responded with a fullywared questionnaire. Whether there exist a
tradeoff between wages and supervision will bestestith a regression analysis.

Before performing above regression analysis, tiesis will first give an overview of the
efficiency wage theory by explaining the theory timpact it has on unemployment and the
various empirical studies that tested the shirkiegion of the efficiency wage model. It will
offer a test for the shirking version of the e#ficcy wage model by testing the wage-
supervision tradeoff in the temporary labor marBetfore providing the model en data, first
the temporary labor market will be discussed shantbrder to provide an overview of the
rules, guidelines and the collective labor agredroéthe temporary labor market. The next

section discusses the efficiency wage theory aadadir micro-economic foundations.

2. The Efficiency Wage Theory

Although economists know for a long period thar¢hexist some sort of relationship
between wages and productivity, the efficiency wig®ry found her basis in the late
seventies of the J0century. With the articles of Shapiro and Stig(it®84) and Akerlof
(1982) the efficiency wage theory developed toemtir that provided several reasons for the
until than puzzling fact that some firms pay a wagexcess of the market clearing level
without any clear competitive reasons. Why firmsfer to pay a wage higher than strictly
necessary can be explained by four different moddlsnodels have in common that total
production costs can be lowered when wages arediaisough the mechanisms how vary
from model to model. This thesis tests the efficiewage model for the temporary labor
market. In this industry, the wages paid to stuéemployees are sometimes more than 100%
higher than the minimum wage. The shirking versibthe efficiency wage theory seems to
be the most appropriate model to test whether therefficiency wage reasons for the high
wages in this industry. This chapter discusse$atedifferent models and concludes with
the reasons why the shirking version seems todenttst appropriate model to use in this

study.



2.1 The Shirking M odel

The most referenced and empirically tested versfdhe efficiency wage hypothesis is the
‘shirking model’ of Shapiro and Stiglitz (ShapirocaStigliz, 1984). The shirking model
explains why firms pay a wage above market cledewgl by describing that a higher wage
gives workers an incentive to work rather thanksHir most jobs, workers effort level is hard
to measure and employment contracts are rarelg@eilext to that, monitoring employees
is often too costly or too inaccurate (Shapiro 8tidlitz, 1984). Piece rates are seldom suited
or the measurements on which they are based & wfiverifiable by workers, creating a
moral hazard problem (Yellen, 1984). This creatsguation that workers can choose their
effort level, either they work hard or they shillk.case they shirk on the job they actually
purchase leisure (Cappelli and Chauvin, 1991) erettpend of the employer.

Workers who choose to shirk have some chance thgetaught shirking, with the penalty
of being fired. This has been termed cheat-thtestause if there is a cost to being fired, the
threat of being fired if caught shirking createsrazentive not to shirk. The higher the wage,
the larger the penalty. In that case a worker béglunemployed and loses his wage premium
in case of being fired.

In competitive markets, firms offer workers therket wage. By doing that there is no cheat-
threat because workers can find another job atdh@&e market wage in case of no
unemployment. In this situation workers will choaseshirk based on the rational cheater
model (Nagin et all 2002). Under these circumstantpays for firms to raise its wages to
reduce shirking. However, if it pays for one firmraise wages it will pay for all firms and in
equilibrium all firms pay the same wage. Unemplogitreerves as the cheat-threat or
discipline device in such a situation (Shapiro &tidlitz, 1984). The model formulated by
Shapiro & Stiglitz, (1984) gives a simple represéion of above reasoning. In that model a
worker can either be employed or unemployed, ifleygd the worker has to make an effort
decision. He can choose to work (e>0) and receivage (w) or he can choose to shirk
(e=0). If a worker shirks, there is a probabilit}hat he is caught and fired. Shapiro and
Stiglitz argue in their model that a worker seletiseffort level that maximizes his
discounted utility stream. Therefore they compare atility streams, the expected utility of
an employed shirker and the expected utility oéaxployed non shirker.

Utility of an employed shirker (Ves):

Ves =w + (b + q)(Vu — Ves)

Utility of an employed non shirker (Ven):

Ven =w — e + b(Vu-Ven)



Where b is the probability that a worker is sepatdtom his job due to exogenous reasons
and Vu is the expected utility of an unemployed.

To induce a worker not to shirk Ven must be highan Ves (Ven>Ves). Shapiro and Stiglitz
call this the No-Shirking Condition (NSC):

w=>rVu+ (r+b+qle/

If the wage is high enough a worker will not shifkhe NSC has several implications
according to Shapiro and Stiglitz:

The critical wage is higher than the required effor

The critical wage is higher the higher the expeciiddy associated with being unemployed
The critical wage is higher the lower the probapitif being detected shirking

The critical wage is higher the higher the exogenquit rate b

Following above model one can also argue that fcarstrade monitoring or supervision (q)
with higher wages as a workers discipline devidee Tast conclusion is in line with the
shirking version of the efficiency wage theory. Jthesis offers an empirical test for above

trade-off with the help of a dataset taking frora tamporary labor market in the Netherlands.

2.2 Gift-Exchange M odel

High paying organizations try to win the loyaltydagoodwill of its employees in order to
experience gains in productivity and efficiencyofara sociological point of view, the higher
wages must be seen as a gift from the firm to thpleyee. The employee will return the
favor by giving back a higher effort and produdinMevel.

Although empirical evidence for this model is seaand hard to proof, there are various
articles that together provide a solid basis ferdit exchange model. One of the first that
recognized the power of a higher wage was Henrg.Horl914 he decided to double the
wage of autoworkers. Ford considered this to besa €aving strategy, due to lower employee
turnover, better applicant pools, less frequenksig and improved productivity (Raff &
Summers, 1987). The objectives of Henry Ford wkaaght forward, paying twice the
normal wage must deliver twice the normal wotk a more recent study, Wiseman and
Chatterjee (2003) undertook in their article a tdghe gift exchange model by examining
whether there exist a relationship between tearopeance and average team salary among

Major League Baseball teams. Consistent with tHeExichange model they found that

! Raff& Summers gouted in their article a production foreman (KLann) who claimed that “They called us in and
said that since the workers were getting twice the wages, the management wanted twice as much work. On
the assembly lines, we just simply turned up the speed of the lines”.



higher paying teams experienced higher productinitgrms of average number of games
won. Though a test for the gift-exchange mode§ tain also be seen as a test for the shirking
model. Teams with a higher salary will shirk lead &y that play more effective than lower
wage teams.

From a more sociological point of view, Cappellda@hauvin (1991) explained in their

article the role of comparisons in job choice. Arkey compares the input he delivers and the
outcome he receives with input and output for jobshe choose as comparisons. In case a
worker feels overcompensated he/she can improwuptiwity or effort. Similarly, in case of
under compensation, he/she can choose to shirkibrAkerlof (1984) described in his article
a laboratory study in which subjects who were ntadeel overpaid increased their effort in
comparisons with a control group. Continuing theeatudy for one more day delivered the
remarkable result that the effort level of the @aed group was back at same level as the
control group. As a possible explanation Akerlofeg the possibility that higher paid workers
choose new comparisons and rationalize away thigiglihigher wages. Gneezy and list
(2006) found in their study more or less the sagselts. With the help of a field experiment
they provided a test of the gift exchange hypothasan actual labor market. By creating two
groups of participants, a high paying group anovapaying group, they tested the effort

level of the two different groups. The high paygrgup provided significant more effort
during the first 90 minutes of the test and aftst 90 minutes the effort level between the

groups was indistinguishable.

2.3 Adver se Selection Model

The adverse selection model is based on the ide¢ability and workers reservation wage
are positively correlated. In that way, firms witigher wages will attract better qualified
people and are in the position to turn down workee are offering to work at a lower wage.
At first glance it seems unnatural to turn downgedhat want to work for a lower wage but
in situations of imperfect information the willingss to work for a lower wage raises the
firms estimate that the worker is a so called lenTamillustrate above reasoning Andrew
Weis (1980) gives in his article an example of mpany that had the intention to lay off 10
percent of its workforce. As a reaction, the woskeoted to take a 10 percent wage cut to
stop the layoffs. The management of the compamgseef that offer for if the wages were cut,

the best workers would quit. With this example Weisnted to make clear that a firm should

% The Stanford Linear Accelerator Center
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not be interested in choosing the minimum wagehathvfirms’ demand for labor is satisfied
but, rather, in choosing the wage that minimizest efficiency unit of labor. Therefore to
avoid the consequences of a wage cut (best wonkirguit) firms may choose to lay off
workers instead of accepting a wage cut. Malcon{&681) describes that due to imperfect
information, imperfect contracts and bounded ratiibyyworkers ability is hard to measure. If
this holds for a worker it certainly holds for gopéicant. Therefore firms create a self-
selection effect by turning down applicants that\ailling to work for a lower wage.

2.4 Labor turnover model

Firms occur costs when workers quit their jobrigler to reduce such turnover costs firms
discourage workers to give up their jobs. One wagiscouraging workers to quit their jobs
is paying a higher wage. Workers will be more uhmgl to quit their jobs in case they receive
a wage that is higher than the market clearingl levé the unemployment level is relatively
high. Salop (1973) describes in his article “A maofehe Natural Rate of Unemployment”
that workers may quit their current jobs to enber tnemployment pool in order to search
among available vacancies for a more preferredipodiAs turnover is costly to firms, firms
try to discourage job quits by paying a higher wtmgn strictly necessary. Turnover is costly
to firms in two ways; it creates direct costs baeaaof the need to search for new employees
and indirect costs since it lowers productivityheht (1978) claims that a firm which pay
above the average will experience a less than geeede of labor turnover and incur lower
direct and indirect labor turnover costs. He deditiee rate of labor turnover as the ratio
between annual job separations and the amount piogment. The higher the rate of
turnover, the larger the fraction of inexperieneextkers and the lower the overall

productivity. Schlicht determines in his article @ptimal wage level to avoid costly turnover.

2.5 Testing the shirking version of the efficiency wage theory

Al described models offer an explanation for thefipaibility of high wages: by reduced
shirking, lower turnover costs, improvement of aggits or by creating loyalty. Taking in
account the difficulties temporary labor agenceeset with supervising their employees at
host locations the shirking version seems to bertbst logic variant of the efficiency wage
theory for explaining the relatively high wageshis industry. Adverse selection, turn-over

costs and the gift-exchange model seems to haselgdanatory power for the high wages in

3 Salop ignores in his article the possibility of on the job search
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this sector. Due to the preferences of a studedngrae selection and turn-over costs are less
of a problem for firms. Most students are overdiealifor their temporary jobs as they
mainly work in low-skilled jobs, and in addition tieat, differences in ability of student
employees are relatively small in comparison witfedences in ability of more experienced
workers. For that reasons, adverse selection seebgsa minor problem for temporary labor
agencies. Turn-over costs are inevitable in thissseWhen graduated, students quit their
temporary jobs and start looking for a young prsi@sal function. This means that temporary
labor agencies cannot change the time horizonedf émployees and by that cannot lower
turnover costs by paying a higher wage. The gifhexge model has less explanatory power
because of the fact that temporary workers alwayk &t host locations. As a result of this
there is less social dynamics between employeeamoyee. Giving the assumption that the
shirking version has the most explanatory powetherhigh wages in the temporary labor

market, the remaining part of this thesis will nbaifocus on that variant.

2.6 Efficiency wage and imperfect infor mation

Important factors for the efficiency wage theonygdan particular for the shirking model and
the adverse selection problem are the incomplesesfesmployment contracts and the
problem of imperfect information. An ideal situatitor a firm would be a situation where the
actual wage paid to a worker depends preciselyendtal individual production or that the
agreed wage will be paid only if a particular legéproduction is achieved. In a situation like
that a firm has no reason for paying efficiency & order to hire and motivate employees
(Malcomson, 1981). Since there are no uncertaimtissich a situation the model of Shapiro
and Stiglitz would be complicated as a firm carcm&y pay the wage (w) that corresponds
with the exact effort level of the worker (e) sattkthere is no need for any wage premium. In
general, most employments contracts between fimdsta employees do not specify the
productivity levels (Malcomson, 1981). The most ortpnt reason for this incompleteness of
contracts is called bounded rationality (Simon, 9% his implies in this situation that
human beings are not able to write contracts thagicevery single situation that may be
relevant for worker and firm. Another reason is diféiculty firms have with objectively
measuring productivity of individual workers. Oljedy is important in a way that both
parties, firm and worker, can verify the actualdrctivity level. If only the firm can verify

the productivity level a moral hazard problem coallige, the firm can deny a worker
performed at the specified production level evethéf worker did so and refuse to pay the

wage that corresponds with the actual effort l@f¢he honest worker. This can be seen as an
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incentive problem between a principal and an af@ifitbons, 2005) or the principal-agent
model described by Foster and Wan (1984). If a ioas find a way to objectively measure
actual individual production it generally meansept@nally high monitoring costs which
may exceeds its actual benefits (Weiss, 1980).

Whether or not for above reasoning, most employroentracts only specify fully those
conditions that can be easily monitored in an dbjeavay (Malcomson, 1981). One of those
easily monitored conditions is for instance thaltaimount of hours worked or the total days
of vacation. Other conditions are usually vaguagatibed which gives room for shirking on
the job. In order to reduce shirking firms are Wil to pay a wage that is higher than the
market clearing level and maybe higher than theewsgshe should receive in comparison
with workers actual effort level.

Before hiring a worker, a firm faces another imation difficulty. Firms seldom have
perfect information about applicant’s ability lev®cause only applicants know their true
level of ability. This indicates that applicants/agrivate information (Riley, 2001). Firms
try to reveal applicants true ability with sign@liand screening (Katz, 1986). Applicants
offering to work for less than the going wage plaoeupper bound on their ability level,
raising the firms estimates that he is a lemonaptanally turn away those applicants
(Yellen, 1984). By using such self selection desifirms can ease their adverse selection
problem (Katz, 1986).

2.7 Efficiency Wage and Unemployment

This section describes the relationship betweerfi@ency wage theory and involuntary
unemployment. The main idea behind this relatiathas if it pays for one firm to raise wages
it pays for al firms. In that case all firms pag ttame wage above the market level. Since this
increases the costs of hiring labor, demand widpdwith more unemployment as a
consequence. If wages are in equilibrium equalipteyment act as a workers discipline
device and cheat-treat for shirking. The highenthemployment rate the greater the reserve
army and the incentive for workers not to shirkgcsithe time it take to find another job acts
as a shirking penalty. In case of involuntary unkyiment there are, by definition, people
that want to work for less than the going markeg@&aJnemployed workers cannot bid for
jobs by offering to work at lower wages for firmsduw that it will lower total production.
According to the model of Shapiro and Stiglitz aéo wage create incentives for workers to
shirk on the job. By that, a worker has no crediég of promising not to shirk. Implying

that an increase in wage raises not only laboisdust also revenues per unit of labor
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(Linbeck and Snower, 1987). Firms will set theirgea at the most profitable wage level and
demand for labor may fall short of aggregate suppiys provides an explanation why the
labor market does not clear and the existencevolumtary unemployment. Lindbeck and
Snower define involuntary unemployment as “A state’hich there are workers without

jobs, even though it is possible to find a wagss han prevailing wages, which would
induce them to work, provided that these workerddbe employed under identical
conditions of work as the incumbent workers”.

According to the model of Shapiro and Stiglitz (4p&e utility of an employed non shirker
(Ven) must be higher than the utility of an emplbghirker (Ves). Offering involuntary
unemployed workers a job for less than the pravgwvages would lower Ven. To induce a
worker not to shirk the No-Shirking condition mubst fulfilled (Ven>Ves), offering less than
the prevailing wage could create a situation thet ¥ no longer higher than Ves and by that
workers cannot credibly promise not to shirk.

The efficiency wage theory and the micro-econoraimflations explain through firms’
imperfect information about productivity and alyilievel of their employees at least a part of
the involuntary unemployment. Yellen (1984) usedlimarticle a rudimentary model based
on the efficiency wage theory for explaining invatary unemployment. In this model, the
wage a firm optimally chooses minimizes labor qustefficiency unit. Each firm should
optimally hire labor up to the point where its maged product is equal to the real wage. Firms
will not hire workers that prefer to work for a weathat is lower than the marginal product for
the reason that any reduction in wage would loWwerproductivity of all employees ready on
the job (Yellen, 1984).

However, the efficiency wage theory does not pratiiat the largest parts of the involuntary
unemployment people are those who were fired fokisly. If the cheat-threat works
effectively little or no shirking and firing willacur. The group of people that are involuntary
unemployed consists of workers who quit jobs faspeal reasons, who are new entrants to
the labor market or who have been laid off by fikmth declines in demand (Shapiro-
Stiglitz, 1984) and ( Yellen, 1984).

According to the shirking version of the efficienagpge theory, involuntary unemployment is
an import factor for creating incentives not torkhrhere are however, other factors that
affect the rate of involuntary unemployment andlimat the cheat penalty. New entrants to the
labor market increase unemployment and by thapémalty of being fired. A higher penalty
induces higher effort at any wage and firms willér their wages and hire more workers as a

result. Employment taxes are another factor tifatences the unemployment rate. A
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reduction in employment taxes lowers labor costdifims and reduces unemployment. If the
rate of unemployment lowers, the cheat-threat lalsers, what means that firms have to
raise their wages (Pissarides, 1997). Furtherni@asum of unemployment benefit influences
the unemployment rate as well. According to the ehad Shapiro and Stiglitz described
earlier in this thesis the total utility of workimgust be at least as high as the total utility of
shirking. If the unemployment benefit is high thgected utility of an unemployed

individual is high. Therefore the penalty of befirgd is low and to induce a worker not to
shirk a higher wage must be paid. This resultshigher rate of unemployment (Shapiro and
Stiglitz, 1984). The result of higher unemploymbanefit is actually a higher unemployment
rate in this model.

Guell (2000) illustrates in his article that theews$ permanent employment contracts also
influences unemployment. The use of permanent actstin especially the European labor
market decreases the flexibility of the labor maked is characterized with high firing costs
and long dismissal conflicts. Firing costs and dssal conflicts can be modeled in the basic
shirking model of Shapiro and Stiglitz. Guell exgarthe model to some extend with the
variable dC, where C is the severance payment asithe probability that the court declares
that the firing is unfair and, thus, the firm hagty the severance payment. By this the utility
of a non-shirker does not change. The utility eshaker, however, does change with the
factor q(Vu + dC). This means that the cost oflahg lowers because with probability d the
shirker may be compensated with a severance payifieatreduced cost of shirking lowers
the penalty which implies that firms must pay higiwages in order to give workers an
incentive not to shirk. This means that the usgesmanent contract by means of firing costs

and severance payments reduce employment.

3 Testing the trade-off between Wages and Supervision, aliterature study

This chapter provides an overview of the variousligts that are dedicated to testing the
shirking model of the efficiency wage theory. Tiherlang model leads to the prediction that
wages should be low where monitoring possibiliies high. This implies that wages can be
substituted for monitoring activities and that thexist a tradeoff between supervision and
wages.

Firms look at employees as rational cheaters esplond to this by implementing monitoring
or incentive pay to make shirking unprofitable (Meet all, 2002). The fundamental feature
of the shirking model is the claim that higher wageluce employees not to shirk (Rebitzer,

1995) and that high wages are carrots that a fsenta persuade employees to elicit

15



productivity enhancing behavior (Shapiro and Stigli984). Rebitzer (1995) suggest in his
article the logical question to test empiricallg $hirking model: Does the setting of high
wages influence the productivity (or quality) entiag behaviors of employees? In the same
article Rebitzer argues that the empirical invedtans of above question are hard to
implement. The major difficulty is separating tieogency wage effect from the positive
association between productivity and wages predlicteconvention models (Rebitzer, 1995).
Various literature offers an alternative for tegtthe effect of wage premiums on workers
behavior (Cappeli and Chauvin, 1991; Rebitzer, 18%%ng and Payne, 1996). Instead of a
direct test of the shirking model they offer aniradt test by testing the relationship between
wages and supervision. If high wages elicit progitgtenhancing behavior than high wage
firms should spend fewer resources to supervisiastter controlling activities (Rebitzer,
1995). Or as Leonard (1987) put it, the highentlage premium, the lesser the resources
spend on supervision. This means that equallyeskilorkers in the same occupation in
different firms can earn a different wage due ®ghbpervisory intensity. Firms that employ
more supervisors per worker will offer lower wagemiums (Leonard, 1987; Krueger and
Summers, 1988). Using the indirect method to testriadeoff between wages and
supervision is nearly as difficult as using theedirmethod. The measurement of monitoring
intensity is much debated in previous literaturatiLhow there is no agreement among
researchers which measurement to use. Many vasiabéeused in past studies, some with
better results than others, nevertheless the pgerfeasurement for supervision has not yet
been found. One of the variables that past stuckesiently used to measure supervisory
intensity is the ratio of supervisors to supervidegbnard, 1987). The results of this variable
are ambiguous, Leonard (1987) found in his reseamobng 200 high-technology firms no
significant effects, Fitzroy and Kraft (1988) fousithilar results as Leonard by testing a
sample of German metalworkers. Groshen and Kru@®90) examined wages of nurses
with the help of a supervisor-to staff-ratio andrid supporting evidence for the efficiency
wage theory. In their research the wages of nwses negatively related to the extent of
supervision. Another article that used the sugeno staff ratio as a proxy for supervision is
the study of Georgiadis (2006). He found supporéwglence for efficiency wages and the
existence of a trade-off. Georgiadis tested thaeti@aff for three different skill categories
(unskilled, semi-skilled and skilled) and foundaedjng the category unskilled evidence for a
significant trade-off between wages and supervidian the categories semi-skilled and

skilled he found a negative, but insignificantatenship between wages and supervision.
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The supervisor to supervised ratio make no diffeeebetween supervisors whose only job is
to supervise other employees and supervisors whbbseoartly consist of supervisory tasks
and partly consist of production work (Rebitzer93p This can be an explanation for the
ambiguous results. To the solve this problem K(i982) addressed in his study monitoring
trough an employee reported measure of how oftestipervisor checks upon her/his work.
Kruse constructed for this study a supervisionaldd that measured the number of times per
week a supervisor checks upon employees work. tiedfgome supporting evidence; the
times checked upon work bear a negative relatipnshwages, although insignificant.

Instead of using a span of control measureméar sesearchers try to find direct measures
of supervision. Identifying supervisory activitieside a firm asks for knowhow about the
construction process and goals of the managemendiefdual firms. This could be an
explanation for the various different variablest thuee used and tried in past research. A
variable that could prove to be a good proxy fgresuision in one industry could be useless
for a study in another industry.

A frequently used variable is the firm size diren or organization. Firm size measures the
amount of employees in one firm, plant or locatiBrevious literature found a strong and
positive relationship between wages and firm sizmfard, 1987; Brown and Medoff, 1985;
Krueger and Summers, 1987). Supervision of empbpeeome more difficult in larger
companies and plants, therefore wages must berigheduce workers not to shirk (Ewing
and Payne, 1991). Next to the supervising diffieslin larger firms, Brown and Medoff
(1989) offer five other explanations for the pagtrelationship between employer size and
wages in the article The Employer Size-Wage effect.

Krueger (1991) offers in his research anotherdétite efficiency wage model by testing the
difference in compensation between company-owneddramchisee-owned fast food
restaurants. The reasons for testing differencesnmpensations between above two is the
notion that contractual arrangements give mandecsrapany-owned outlets less off an
incentive to monitor and supervise employees. $raicle Krueger stated that an owner-
manager of a franchise has a stronger incentiegpend effort supervising and monitoring
his workers than a manager of a company-ownedtoiithes because the owner-manager
receives the residual profits and so prefers lomagges. He found that employees of
company-owned outlets earn higher wages than eragtogf franchised outlets.

Capelli and Chauvin (1991) studied in their artitle relationship between the rates of
employee discipline and wage premiums. As a measnefor shirking the authors used the

rate at which workers were dismissed at each ptauttisciplinary reasons. Using a plant-
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level data set from a large manufacturing compaeyauthors argue that they addressed
many problems that earlier studies could not resdlhis is mainly caused by the following
characteristics of the data: all plants are covesethe same union and are covered by the
same labor agreements which standardizes all tenchgonditions of employment, all data
are for virtually identical jobs and wages in eptdnt are not set by productivity but they are
set centrally at management level. The result @f tudy suggests that wage premiums are
related with lower levels of disciplinary problems.

Arai (1994) used in his study two indicators asap for supervision. Whether or not
workers use a punch card at their job and whethaobworkers have a flexible working
time. The results of this research are rather anthig; for some sectors Aria found
supporting evidence for the efficiency wage thabgugh for others sectors he found
opposing effects.

The numerous earlier attempts to test the wagergispmn tradeoff are all hindered by the
same problems, endogeneity arising from simultgneritted variables and measurement
errors (Groshen and Krueger, 1990; Rebitzer, 18@grgiadis 2008). Simultaneity arises
because wages and supervision intensity are mativeevices which are set optimally and
simultaneously to minimize costs per efficiencytwiilabor (Goergiadis, 2001). Rebitzer
(1995) argues in his article that unobserved festof human resource policies will be
correlated with supervision and wages as well. fieasurement errors are already discussed
in this thesis; most studies only use supervisauggervised ratio as a measurement for
supervisory intensity. In the trade-off test thatdws in this thesis, a data set is used that
limits above problems to the minimum. Because efdbllective labor agreement and the
nature of the temporary labor market, above problarme expected to be less of a problem

compared to other studies.

4 Thetemporary labor market and the efficiency wage theory

4.1 Introduction to thetemporary labor market

In this section | provide a description of the temgry labor market in Europe and the
Netherlands in particular in order to present sbaekground information before formulating
my hypothesis and model.

The temporary labor market in the European Unianihereased rapidly since 2000 and the
last five years in particular. User companies eseporary labor more and more for reasons

of competitiveness, it allows them to respond tanghing customer demand and to stay
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flexible. Whereas the more traditional reason lier ise of temporary labor is mainly
replacing absent employees. The growth in usenopteary labor is driven by supply side
factors as well as demand side factors. On thelggime, one of the most important factors is
the growth in the labor force participation of pkoghat need, or prefer, temporary work such
as women and students. At the demand side, tenydat@or enables firms to make easy
correction in their workforce in order to reacthanging customer demand and allows them
to focus at their core business.

According to a Dutch research (Instroomonderzegkif en cijfers over de uitzendkrachten,
2009) the flexibility rate in the Netherlands, the periage of flexible workers, has risen

from 3.3% in 1998 to 4.04% in 2008. The same rede@redicts a steady growth of the use
of flexible labor until 2015. Those numbers demaatstthe importance of the temporary
labor market in the Netherlands. In Europe, thepinary labor market accounts on average
for 1.8% of the European total employment with miti@n 3.3 million temporary agency
workers (daily full-time equivalent) in 2006 (Ewaiett, 2007). In terms of job creation the
temporary labor market was responsible for 7.5%taf job creation between 2003 and 2006
(Eurociett, 2007). Most of these jobs are additi@mal therefore do not substitute permanent
employment. Surveys among European organizatiahedte that substitutions risks are
relatively low since the alternative of hiring teangry workers is resolving it internally by
working overtime or with other mechanisms that @ase pressure on permanent workers. By
creating additional employment, the temporary labarket reduces unemployment and offer
groups such as students, young mothers and uneetppmople access to the labor market.
Next to creating additional jobs, another key attiprovided by temporary agencies is a
wide range of human resource related services asiclutplacement, training or HR-related
administration. Temporary labor agencies try toobee a business partner for firms by
offering various human resource related servicesder to create a stronger business
relation. By focusing on HR tasks the industry kelpmake the labor market more efficient
and flexible and allowing companies to refocuslairtcore business.

Although every country in the European Union hasnaporary labor force, the importance’s
of this sector as a share of the GDP and the rignlay law or collective bargaining vary
from one country to another. Especially in the éargconomies as France, Germany, Italy and
the Netherlands temporary labor agencies emplags laumbers of workers. The 6 largest
European markets jointly accounted for 85% of tipeney work market in the EU in 2006
(Arrowsmith, 2008).
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4.2 Regulations, barriersand collective bargaining

Countries with a more developed temporary labotosesually have strong regulation
enforced by law or collective bargaining. This teyent illegal activities as tax evasion,
safety issues and social dumpinglthough there are some very good reasons tdaegthe
temporary labor market, lifting some groundlessutagons and barriers could possibly create
more room for growth for temporary agency work #meltotal contribution to the European
economy. The industry is hampered by four mainoiacfMore Work Opportunities for more

People, 2007): unjustified regulatory restrictiodiscriminatory measures, strong
misperceptions and a limited cultural acceptance.

Some countries have sectoral bans (constructidorsecGermany and Spain) or rules about
the maximum length of assignment. In other coustifiere exists still a strong misperception
about the industry’s added value and a very lovepiance of temporary agency work.

Mainly because of prejudices about the level ofknand job satisfaction for temporary
workers, countries and companies are reluctambharmce temporary work.

In order to remove the restrictions and misperoeptmost countries have trade associations
for temporary labor agencies or employers orgainzatthat participate in collective
bargaining and developing law. In the Netherlam#sed are two temporary agency employer
associations that perform collective bargaining, Algemene Bond Uitzendondernemingen
(ABU) and the Nederlandse Bond voor Bemiddelingstézendondernemingen (NBBU).
The ABU is by far the largest association andngei2009 obliged for all temporary labor
agencies, only agencies that already followed tB8W before 2009 are free to choose
between the ABU and the NBBU. By now, the ABU cev80% of all temporary agency
workers. The collective labor agreement that igasred by the ABU describes into detail all
the rules and guidelines temporary labor agen@sgs ko follow in dealing with their
employees and clients. The main goal of this ctlledabor agreement is to give temporary
workers more stability and at least a payment andé benefits that are in congruence with
the minimal guidelines of the CLA. Besides bendbitsworkers the CLA offers more
flexibility to employers by extending the period fkkers can be hired at a flexible contract.
The CLA offers flexibility and stability by focusignat the following topics: minimum wage;
minimal fringe benefits (iliness, holiday compensat schooling money, etc) and a scheme
for accumulation of employment rights. Temporaiyoiaagencies are supervised by the

*In terms of wage rates and employee benefits.
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Stichting Naleving CAO voor Uitzendkrachten (SNGisd in case of abuse the SNCU can

administer penalties or other corrective mechanisms

4.3 Role of temporary work agencies

Temporary agencies key activities are the orgarszggly of temporary workers and human
resource related services. The largest temporarl agencies such as Manpower, Randstand
and Addeco are true multinationals. Counting alworkers of Manpower it is often stated
that Manpower is the largest employer of the w@Pdrcell et all, 2004)). Why would a
company choose to make use of a temporary labarcggeBy making use of temporary
workers a company creates flexibility, cost savjregsess to job specific skills and HR-
related services. Because of the need to adapivwbekforce to changes in the competitive
environment they need a flexible workforce andriten to stay focused on their core business
they use HR-related services. Temporary work agsnzan help companies to keep a flexible
and lean workforce in two ways. Due to the largel pd flexible workers temporary work
agencies can draw on it is possibility to respounigkjto changes in staff requirements
(numbers) or they can quickly search for a scakdks svorker with the right profile and
background (quality).

For every vacant position in a firm, employers choose to hire labor externally (by means
of a temporary labor agency) or internally usingitiown employees or selection process for
new applicants. There are roughly two types of jiblas are appropriate for temporary labor
agencies. The first are jobs where unique skiblsrereded for a relatively short period. The
second types of jobs are jobs that do not needmeist training or firm-specific knowledge.
Both types requires different workers, the firg asually experts supplied by very specialist
agencies that have a great knowledge of the séldtersecond types are most of the time
low-skilled workers supplied by agencies that hav®oad client spectrum. In the latter case,
price and flexibility are the key attributes souglta client whereas in the first case quality is
the most important factor.

In the Netherlands there are many temporary lagenceies that hire mainly semi to low-
skilled workers. Those agencies all focus on jblas tlo not need very specific knowledge
and consequently they must compete on price aribiliey.

There is a tendency that more and more temporhoy kagencies hire students instead of low-
skilled workers to fulfill temporary jobs at thallients. Students have a lot of advantages over

low-skilled workers; they are well educated, matdehand relatively cheap. In addition to
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that, it takes less time to explain the job chamastics to a student than to a low skilled
worker which make a student faster a productiveleyeg. Since students are preparing
themselves for another career they have a shogthionizon which mean less accumulation of
employment rights and less employer risks what ntla&e even more attractive as an
employee. Therefore students are in a strong pasithat results in the deterioration of the
labor market position of lower educated workeranperary work agencies that are aware of
this tendency do not only hire students becausleeotompetitive advantage students’ offer
over low-skilled workers but also for the low risgkey offer.

Approximately half of all Dutch students have atfiane job. Almost all of those part-time
jobs are considered as low-skilled work (cbs.nhisTindicates the huge opportunities
students offer as a workforce for temporary agemask. According to the ABU almost 47%
of Dutch students are employees of a temporary lagency and 57% of those students are
following a higher education. Taking in accountttimost students are employed in low-
skilled work means that the majority of them arghly over educated for their daily work
tasks. The relatively low costs, the high educakswel and the low risks make students the

ideal temporary workforce.

5 Data Analyses

5.1 Discussing the dataset

As stated before, testing the tradeoff between wageé supervision is a troublesome task.
Finding a good proxy for supervisory intensity pgdwto be hard given the results of earlier
studies. Next to that, there are some other fathatscan influence the results of an
efficiency wage study. Capelli and Chauvin (199htioned in their study three different
factors that can plague econometric tests of thikisg model: Exogenous factors that
influence workers productivity, management’s persipolicies on shirking and discipline
issues and firms wage setting policies. This detdas the potential to overcome most of
those problems. Many exogenous factors that cdueimée workers productivity are
standardized by means of the collective labor agese. Fringe benefits, employment rights
and many other factors are regulated true the A8lléctive labor agreement. This implies
that al temporary workers have more or less theessgnondary benefits. All data are for
higher educated students of the age of 18 and!#i6.rieans that the differences in ability
can be neglected. Most assignments that are &dfidly students are low-skilled jobs, which
indicate that the characteristics of the neededkersrdo not much differ. Therefore,
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exogenous factors that influence productivity areted in this dataset. With regards to the
second issue; management policies on shirking awiptine issues, this dataset has the
potential to overcome those problems as well. Algtocontract workers perform their
assignment at a host employer, the temporary lagency is responsible for supervising their
personnel. Shirking issues are solved by the teampdabor agency and by that cannot differ
much between different agencies since all ageresbliged to obey at least the rules of the
collective labor agreement. Every worker has timesamployment rights and in case of
firing, the collective labor agreement offers thents and correct reasons that can justify
firing a worker. This means that each worker shdauddreated in more or less the same way
in case he/she is caught shirking. The last issage setting policies cannot be solved with
this dataset. The collective labor agreement offiersnimum wage level which is depended
of workers age, however most agencies pay a wagesthigher than the minimum wage
level. Wage setting policies vary between tempolapr agencies. Some could have very
clear labor policies and make their wage dependeti® age of the worker, other agencies
can pay a wage that is depended on the kind djras&int a worker should perform.
Therefore, according to Cappeli and Chauvin, thudycould be hindered by the different

wage setting policies of the temporary labor agesthat are incorporated in this research.

5.2 Hypothesis testing

This thesis propose an empirical test of the shirknodel by testing the tradeoff between
supervision and wages with a data set taken frenbtlitch temporary labor agencies that
follow the “ABU CAO voor uitzendkrachten”. Only agees that employ students are taken
into account in this data set. In total, therestFéemporary labor agencies that fulfill above
requirements. Those agencies all received a questiee and a guidance letter by means of
an email which can be found in appendix 1 and 2 U$ed questionnaire is created in
collaboration with managers of temporary labor agenand the ABU and is only used for
the purpose of this thesis. By that, various medirssipervision that are most commonly used
in the temporary labor sector could be specifiefterAseveral contact moments with the
selected agencies, 32 agencies answered the quest®fully, which is approximately 60%
of the total population in the Netherlands. Theosslents answered questions about
supervisory intensity and wage levels of employ&bs. wage levels are specified into four
different categories, a distinction is made betwags and education level, as the minimum

wage level depends on the age of the employee aighar education level could be an
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explanation for a higher wage. The age categoresigided into two categories, one for 18
year old employees and one for 20 year old empkyeach wage category has a different
minimum wage level; the minimum wage level for &ykar old employee should be at least
45.5% of the minimal wage and a 20 year old shealt at least 61.5% of the minimal wage.
This means that an 18 year old must earn 3.74marbour and a 20 year old 5.31 euro per
hour according to the collective labor agreemehe &ducation levels are split into two
categories as well; one category for HBO studemtsame for WO students. This means that
the used wage level categories are: HBO18, HBO2D18vand WO20.

The characteristics of the used data set delivpoxpnities to overcome many problems that
earlier studies with different data sets frustraigselecting only temporary labor agencies
that follow the rules and guidelines of the ABUleotive labor agreement | made sure that all
temporary labor agencies have at least the samienommwage policies and secondary
benefits. The employment rights of workers coveretthis data set are exactly the same and
workers capacities do not differ much since allkeos are still students. One last remark that
can be made about the characteristics of the @aia the notion that hiring standards are
more or less the same for all agencies that aregakto account. Most temporary labor
agencies that employ students follow roughly threes@olicies when it comes to hiring new
employees. As explained before, most students\aeducated for their daily work tasks.
This means that most of the time one or two shaleicsion interviews are sufficient to hire a
new employee.

By my notion this is the first study that tests Wage-supervision tradeoff in such a
controlled and narrow environment. As a resulthad tontrolled environment, several
comments about the advantages of this data sdiecarade. Payments above the minimum
CLA wage can be seen as a wage premium that iregehs shirking penalty. The minimum
wage for a twenty year old student is 5.31 eurchperr. All payments above 5.31 are
according to the efficiency wage theory incentitees/ork rather than shirk. Since all workers
are still higher educated students their abiliéisssnot much different, therefore wage
differentials cannot, or at least only for a sna@itount, be explained by differences in
capabilities. Moreover, most students are overfjedlfor their jobs what makes their

abilities less relevant.

This indicates that at least some of the differennestudent wages should be explained by
the efficiency wage theory. | expect, in line wilie efficiency wage theory, a negative
relation between wages and supervision. This shoelan that high paying temporary labor

agencies spend less time at supervision activilies\porary labor agencies that occur
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problems supervising there contract workers coukt@me those problems by paying a
wage premium. This leads to the following hypotisesmed corresponding questions in the

used guestionnaire:

Hypothesis 1: There is a negative relationship betwwages and supervision.

As explained before, instead of testing the traddleetiwveen wages and productivity this thesis
follows most empirical literature by using an iretit test for measuring the tradeoff by testing
the tradeoff between supervision and wages.

Finding good proxies for supervisory intensityrisublesome. The characteristics of the
temporary labor market are not helpful in this c&epervising a temporary contract worker
is not the first object a host firm wants to spémsimonitoring resources at and if he chooses
to supervise his contract employee it would novéxey carefully. Therefore, any supervisory
actions of the host employer are excluded fromrgggarch and | assume that the ultimate
boss of the contract worker, the temporary labenay, is responsible for all the monitoring
activities. Temporary labor agencies have the pdigito hire and fire contract workers

what make them responsible for supervision. Neeses, monitoring contract workers is a
difficult task for temporary labor agencies. Workare located at various host firms, which
makes supervising a time consuming and impracicivity. In a typical temporary labor
agency, there is one location manager, severaliatooeanagers and various sales &
recruitment personnel. The location manager is aflymesponsible for all business activities
at a particular location, the account managersesonsible for a group of clients and by that
responsible for all contract workers that have ssigmment at one of those clients; the sales
& recruitment personnel are in charge of searcfongood contract workers and matching
them with assignments at host locations. Most sugieg activities are likely to come from
account managers as account managers will be reigmwhen a client is discontent with

the performance of a contract worker.

In this research | use several independent vasaiol measure supervisory intensity. Some
variables are based on earlier research and aie efriables is as far as | know not used
before as a proxy for supervisory intensity. Eaahable used in this study will be discussed
separately. Next to discussing the separate vasatbiie corresponding questions in the

guestionnaire will be discussed as well.
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Independent Variable 1. Times checked upon work.

This variable is first used by Kruse (1992). In t@search, Kruse used the times that
employees are checked upon work by their supefagss as a measurement for supervisory
intensity. Creating a variable based on the nurobémes an employee is checked per week
with a dummy variable if the employee answered @by, Kruse found evidence for the
efficiency wage theory and the existence of a tafflbetween wage and supervision. The
more times a supervisor checks upon an employelgher the chance of getting caught
shirking. Firms with a high check rate pay a lowege than firms with a lower check rate.

In this particular setting, employees can be cheéch®n work by two different authorities.
The host firm can check their temporary employekthe temporary labor agency can check
their contract worker as well. For this researctly the times checked upon work by the
temporary labor office are measured. In the tempdadoor industry it is common use for
account managers to visits contract workers atlboations to check whether the contract
workers perform as arranged. Therefore, the amafintsits to a contract worker at a host
location are used in this research as indicatotifetimes an employee is checked upon
work. In line with the efficiency wage theory thage should be lower, the more often an
employee is checked upon work. This variable wallrepresented as visits in the regression
model.

For this study another variable is used that ig midine with the research of Kruse. Instead of
measuring the amount of visits to an employeehaist location this variable measures the
hours spend on controlling activities by an acceuahager. Controlling hours are directly
related to supervision activities and | expectnd 2 negative relationship between wages
and controlling hours. The differences betweentwisnd controlling hours are straight
forward. Controlling hours measures all the houraecount manager spends on monitoring
and controlling activities, this includes visitshost location but also email and phone calls to
host employers, whereas the variable visits onlgsuee the actual visits to a host location.
To gather the necessary data to test whether thmessked upon work influences the wage
level, two different questions are asked in thestjoanaire; how many times per month visits
a responsible account manager an employee at higftk? And how many hours a week
spend an account manager at controlling activipbsne calls to employers, visits to host

locations etc.?

Hypothesis 1a: There is a negative relationshipvdet wages and times checked upon work
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Hypothesis 1b: There is a negative relationshipvbeh wages and controlling hours
Independent Variable 2: Supervisor to supervised ratio.

Leonard (1987) examined the wage-supervision tfadisong a supervisor to supervised ratio
as a measurement for supervision. In his resehednard found no significant evidence in
favor for this tradeoff. Research (Groshen and Keugl1990 and Georgiadis, 1996) based on
the variable constructed by Leonard found on therbhand positive evidence for a wage
supervision tradeoff. The reason for adding thissneement for supervision is the straight
forward relation between the supervisor to suped/igtio and monitoring possibilities. More
workers with supervisory tasks will create more better possibilities to monitor workers
with production related tasks. In most of the eaitudies, the ratio is constructed by
counting the amount of employees with supervisask$ and the amount of employees with
only production related tasks (Leonard, 1987)hia study the ratio is constructed by
counting the amount of employees for which one astmanager is responsible. | expect to
find a negative relationship between the amouriceabunt managers and wages.

In order to test the influence of the supervisosupervised ratio the variable AMresponsible
is constructed. The question corresponding with ¥ariable is: For how many employees is
one account manager responsible? With the answéhnsstquestion | construct a variable that

measures the total group of employees for whichamweunt manager is responsible.

Hypothesis 1c: There is a negative relationshipvbenh the supervising to supervised ratio

and wages.

Independent Variable 3: Duration of assignment

In this research | construct a new variable foresuigory intensity since all other variables
used in previous studies proved to be doubtful.tM@xhat, supervision activities are highly
depended on the characteristic of a specific imgu$here are two reasons for adding this
variable. First, in the temporary labor market @arag/ of supervising personnel is by means of
feedback of a host employer. Usually, after fimghan assignment a host employer fills in an
evaluation form and by that gives feedback abouilepee’s achievements. Instead by means
of an official evaluation form such feedback casoadbe provided during a short phone call or
email. A short duration of an assignment (assigrimehone day are very common in the
temporary labor sector) implicates direct feedbafcthe host employer to the temporary labor
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agency. In case an assignment ends at the end fifshday a host employer can directly
comment on the quality of the host employees aadeimporary labor agency can use this
feedback directly. Employees know that they arg@adbased on the work they delivered that
specific day and that therefore the chance ofrggttaught shirking is high. Monitoring
possibilities are in such case high and, accorttirtge efficiency wage theory, wages should
be relatively low. The second reason for adding ¥ariable is the influence of shirking on
the total satisfaction level of an assignment. [Bimger the assignment, the smaller the chance
of getting caught shirking. Since workers are jutlge the basis of several weeks or months
of work and not on the total output of one day.haur of shirking shall most likely not
influence the final result of a long assignment bpdhat go unnoticed, whereas an hour of
shirking at a one day assignment has a great mfien the total outcome of an assignment
and therefore has an impact on the feedback ofrgologer. Supervision possibilities by
means of feedback of a host employer will drophasduration as of an assignment becomes
longer.

Therefore, | expect that the wage premium increakesy with time horizon of the
assignment. The corresponding question with targable is: What is the average duration of
an assignment? The variable duration is measuregaks; therefore a one day assignment

will be scored with 0.2 and an assignment of onekweith 1.

Hypothesis 1d: There is a positive relationshipveein the duration of an assignment and

wages.

Independent variable 4: Owner ship

In line with the research of Krueger (1991), thisdis tests the influence of ownership at the
wage supervision tradeoff. According to the redeafd<rueger there should be a difference
between a company with a director that is alsmthieer and a company that has a director
that is not the owner. Krueger found evidence foegative relation between ownership and
wages. This means that companies with a directarig/also owner of the company pay
lower wages. Since an owner is entitled to thedtesdiprofit he/she has more reasons to
monitor employees than a manager as wages canviee When monitoring intensity is
higher. Therefore, | expect to find a negativatieh between ownership and wages in this
research.

5 . .
Common in Horeca or promotion work
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To test if it makes a difference whether the dwet only director or also the owner of the
firm on wages the dummy variable ownership willdo&structed. The dummy variable
equals 1 if the director is also the owner andtBefdirector and the owner are two different

persons.

Hypothesis 1e: There is a negative relationshipvden ownership and wages

Independent variable 5: Firm Size

Various authors (Kruse, 1992; Leonard, 1987; Brewd Medoff, 1985; Krueger and
Summers, 1987) found a positive effect of firm asmesupervision. Supervision of employees
becomes more difficult in larger companies and tslaimerefore wages must be higher to
induce workers not to shirk. In this study | usenfisize measured by the numbers of
employees as proxy for supervisory intensity angeekto find a positive relation between

wages and firm size. This variable is representefirim size in the regression model.

Hypothesis 1f: There is a positive relationshipassn firm size and wages.

Independent variable 6: Incentive pay

Lazear (2000) described in his article the inflleen€incentive pay on performance. Average
output and ability should rise when a firm decidedse incentive pay. In this research | use
the payment of bonuses as a variable for incemiaye If a worker is somehow entitled to a
bonus, productivity will rise according to the rasgh of Lazear and firms can spend fewer
resources on monitoring costs. In line with theceghcy wage theory there should be a
negative effect between incentive pay and wagethdmodel this variable is called incentive
pay. In order to make a proxy for this variableked the following question: Do employees
receive some sort of performance pay. With the bépdummy this variable is constructed,
the dummy equals 1 if there is some sort of peréoroe pay and O if there is no performance

pay.

Hypothesis 1g: There is a negative relationshipeen incentive pay and wages.

Controlling variables
A students wage can be influenced by many factoost importantly it can be influenced by

age and education level. The minimum wage levigifigenced by the age of the worker and
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a higher education level often means a higher wiagerder to control for this observations,
four different wage categories, HBO18, HBO20, W@bh8 WO20, are used.

Another factor that can influence the wage levéémire. In case an agency makes use of
seniority wages, the wage level of an employeerisgnwithout any clear reason other than
the tenure of a worker. | expect to find a positigkation between tenure and wages. By
asking for the average tenure in weeks of a stuthentariable tenure is constructed. This
variables measures the amount of weeks a studantlex contract at the same temporary

labor agency

Hypothesis 1h: There is a positive relationshipveein tenure and wages.

Furthermore, whether a temporary labor agencyrisgfa concern can influences the wage
level as well. Usually, concerns with more locasionake use of standardized wage policies.
Whereas a smaller stand alone temporary agencgasaer make an exception and pay a
higher wage in case there is a reason for (spasgajnment at a host location, a very good
employee, etc.). My assumption is that temporagnaigs that are part of a bigger concern
pay a lower wage in comparison with stand aloneeigs. The following question is asked in
order to construct this variable: Does your tempplabor agency belong to a concern? This
control variable equals 1 if the temporary labograzy is not part of a concern and equals O if

it is a concern.

Hypothesis 1i: Stand alone agencies pay a highgewacomparison with agencies that are

part of a concern.

The last controlling variable that will be usedis model is the variable sector and is used
as an indicator for in which sector a temporarykeois employed. This variable is based on
the question: If you offer functions to temporargrikers in different sectors, which sector has
the highest pay level? Respondents that have fursth only one sector answered this
guestion with no, other respondents could choase the following sectors: Production &
call center; promotion & catering and finance & awistration.

The reason for adding this control variable is@Rkpectation that the wage level could be
influenced by the sector in which a temporary wogerforms his or hers assignment. My
assumption is that assignments in the productiotospay less than assignments in the

finance & administration sector. Promotion and gatefunction are expected to pay an
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average wage. The reasons for these assumptioparisebased on observations from the
temporary labor market and partly based on theieffcy wage theory. Finance functions are
less controllable for supervisors as total outauit eary due to complicated finance issues.
Production and promotion function are much easetrollable since output level will vary
less, or if there is a variation the reasons fat tariation are typically more obvious. In that
way, supervising is an easier task for productiopromotion functions. According to the
shirking version of the efficiency wage theory wagéould be higher when supervision of
employees is difficult and so wages should be highthe finance & administrative sector.

In order to incorporate this variable into the mldthe dummy variables dummy_promotion,
dummy_production and dummy_finance are created.
As dependent variable this thesis uses the howabewaid to a student with at least a higher
education background working for a temporary ladogency that follows the ABU-CAO.

This dependent variable is constructed by askinghi®wage per hour for two different
education levels and for two different ages. Thgeavia the total wage per hour exclusive of
any sort of bonus payments or other forms of extige.

Before starting with the analysis, one remarkablgeovation can be made. The averages
wage paid to student employees is much higherttaminimum wage level that temporary
labor agencies are required to pay (HBO 18 yea8&; HBO 20 years: 8.90; WO 18 years:
8.15 and WO 20 years 9.09). Taking in accounttt@aminimum wage for an 18 year old
employee amounts 3.74 per hour and the minimum Viage 20 year old 5.31 you can
conclude that a 20 year old earns on average 788 wege than strictly necessary and an 18
year old employee earns more than twice the stnnettessary wage. Why do temporary labor
agencies choose to pay wages that are much higgurethiey have to pay according to the
minimum? Clearly, there must be some reason whysfiire happy to pay their employees
more than twice the wage they should pay accordinige collective labor agreement.
Possibly the efficiency wage theory can offer aplamxation for this fact.

Another remark must be made about the supervissugervised ratio in this model; the
results of the questionnaire vary enormously. Saco®unt managers are responsible for all
employees; others are responsible for none ofriayees. My assumption is that this
difference is only partly caused by differencesuipervision activities, the larger part could
be explained by deviations in function profilesvbe¢n temporary labor agencies. The
responsibilities of account managers and other eyepls can vary between firms; it is likely

to assume that one firm uses an account managdiee assponsible person whereas other

31



firms use the division leader or director as resjiaa person. For this reason, this variable

appears to be unreliable and is excluded fromstiigy.

Above variables incorporated in a model resultthenfollowing regression formula:

wage = o + Pduration + Pownership + fBfirmsize + Pperformancepay + Pvisits

+ Pconcern + Pservicetime + BDummypromotion + BDUMMYy oduction

+ BDummeinance-l' €i

In the following section a table with descriptiatsstics of all used variables will be

discussed. This to create a basic insight in themneinimum and maximum of the different

variables. In the following table the statistics ¢ found.

5.3 Descriptive Statistics

—4

N Minimum [Maximum|Mean Std. Deviatio
Firm size 31 1,00 2500,00 [337,0323[568,69661
Tenure 31 5,00 104,00 (40,3226 [28,12992
Duration 31 ,20 52,00 11,1484 |13,47590
Incentive pay 31 ,00 1,00 4516 ,50588
|control_hours 31 ,00 30,00 13,0323 |7,52101
Visits 30 ,00 4,00 ,9253 ,80986
Concern 31 ,00 1,00 ,2581 ,44480
Owner 31 ,00 1,00 ,2903 46141
Average_wage 31 4,60 12,50 38,8592 [1,56845
[dummy_Production |31 ,00 1,00 ,0645 ,24973
Dummy_promotion |31 ,00 1,00 ,1290 ,34078
Dummy_Finance 31 ,00 1,00 ,6452 ,48637
HBO18 31 3,91 12,00 38,2526 [1,67604
HBO20 31 5,29 12,00 90,1381 |1,48899
w018 31 3,91 13,00 8,5377 |1,77345
w020 31 5,29 13,00 90,5084 [1,58614
\Valid N (listwise) 30

Table 1 descriptive statistics
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According to the statistics in above table, sevealarks can be made. The amount of
employees a temporary labor agency employs, repiesdéy firm size, varies from 1 to

2.500. The agency that employs only one studenbeambeginning firm that just started
business or a firm that focuses on high schoolesttgdand by that sometimes hire an older
student. The firm that employs 2.500 students rhesine of the largest temporary labor
agencies in the Netherlands with several locatiomkfferent cities. With an average amount
of 337 employees and 31 respondents, 10.447 temypwoakers are represented in this
research. As can be checked, those workers wodverage 40 weeks for the same
temporary labor agency, what at first sight seesiseta long period. Due to the fact that most
temporary agencies keep their employees aftehifimgstheir assignment at a host employer
in their labor force for a certain period of timeea if there is no job for them for whatever
reason can be an explanation for the relativelg lo@riod of service. Looking at the wage
variables, some remarkable facts can be notedmExémum wage of an HBO student is one
euro lower than the wage paid to a WO student.cbdtjin firms are obliged to pay an older
worker more wage than a younger worker, age mascesfferences in this dataset. This leads
to the assumption that the level of education isenimportant than age for temporary labor
agencies. Next to that, the differences betweelnilest wage level (still .20 euro cent
higher than the minimum wage) and the highest viegs is notable high. In most cases, the
high paying firm pays almost three times the walge low paying firm.

There can be several reasons for these differeasadiscussed before, firms pay more wages
to students that have a job in an administrativetion. The dummy variable finance has a
mean of 0.64. This means that 64% of the tempdadyr agencies answered that jobs in the
finance & administration sector have the highesimgalevel which is in line with my initial
assumptions. This can be due to higher turnoveisctess supervision options, the difficulty
level of the job or other factors. With this modiély to explain at least part of those wage
differentials with the shirking version of the efency wage theory. What is clear from this
statistics: it pays for a student to search fabawyith a high wage level.

Looking at the variable controle_hours, | can d¢ode that on average an account manager
spends 13 hours per week on supervising tasks.vahisble can be biased by the fact that
supervising tasks in some firms are only executeddeount managers where in other firms
other employees are as well responsible for supi@xyi This can explain the respondent that
claims to spend zero hours at supervision per w@akhe other hand, it can just as well be
the case that this firm has other supervising mish@. The variable duration measures the

average time in weeks that a worker is employdteasame host location and working at the
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same assignment. This varies from one day to oaewih an average of almost eleven
weeks. This variation can be explained by the bfiejobs temporary labor agencies offer.
Most jobs in catering are only for the duratioroak day where as administrative jobs have
often a much longer time horizon. The amount otwisn the job is measured with the
variable visits. This varies from zero to four eacbnth with an average of almost one.
Clearly, some firms do not visit their employerghair host employer and some firms visit
host locations almost every week. The reasons vibyn@orary labor agency decides to visits
a host’s location can be infinite. It can be fomeoercial reasons, for supervising reasons or
for other less obvious reasons. Occasionally, adraployer can forbid the temporary labor
agency to visit the host location. In that caseaim®unts of visits cannot be determined by
the temporary labor agency. Some last remarks eandule about the use of incentive pays.
According to the variable incentive pay almost 4@Pthe respondents use some sort of

incentive pay. Whether this variable influencegshm/wage level will be examined later.

5.4 Correlation analysis

In order to get an idea of the linear relationdiepveen two variables a correlation analysis is
conducted. This analysis provides a measure foreflaive strength of the linear relationship
between two variables and can vary between -1 akidhen the measure is equal to -1 there
exists a perfect negative relationship betweenvar@bles, in case the measure is equal to 1
there is a perfect positive relationship between ¥variables and when it is equal to 0, there is
no correlation. The stronger the relationship betwtsvo variables, positive or negative, the
more the two variables moves together in the sanoposite direction.

The correlation matrix can be found on the follogvpage in table 2 and will be discussed
below.

This correlation analyses provide some useful htsign the relationship between two
variables, some relationships are straightforwainérs are less obvious and expected.
Looking at the correlation between wage and theetlvariables (duration, visits and
control_hours) that measure in a direct way supamiactivities, several remarks can be
made. A positive relation is found between averagge and duration. When the duration of
an assignment become longer, the average wageagsesll. This positive relation is in line
with the initial hypothesis about the relationshgiween wages and duration of an
assignment. On the contrary, the positive corm@fatietween average wage and visits is
against initial assumptions. Visits and wage maowvihe same direction, indicating that more

visits imply a higher average wage for a contraotker. If the amount of visits is an
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indicator for supervision than, in line with thdieiency wage theory, a negative relation is
expected. The correlation between average wagea@rtbl_hours is neutral.

The correlation between incentive pay and averaggevis another interesting observation.
According to this correlation table, incentive mies not directly mean a lower wage. One
would expect that the payment of some sort of iticerpay would be corrected with a lower
wage. Although small, there is a positive correlatbetween wages and incentive pay which
indicates that there is no correction of wagesageof incentive pay.

The correlations between average wage and the durarables used in this research as
indicator for the sector in which the contract wendperform their assignments are used as a
control measurement. | assume that independergeyfemlucation level and supervisory
intensity; the wage level is influenced by the seat which a worker performs his/her
assignment. Looking at the correlation between veagethe dummy variable promotion one
see a strong, negative correlation. Moreover, theetation between dummy_promotion and
incentive pay is negative as well. This indicatest wworkers in the promotion branch have a
lower wage and less often right at some sort adnitive pay. The opposite is true for
dummy_administration, it has a positive correlatiath average wage and incentive pay. The
production branch has almost no correlation witlg@gand a negative correlation with
incentive pay. Summarizing, contract workers indadeninistration branch earn a higher wage
and have more often right at some sort of incergase Workers in the promotion branch
earn the lowest wage and have less chance at inegaty.

Looking at the correlation between the independaritibles, several remarks can be made.
Between duration and tenure exists a relativelyngfrand positive relationship. Meaning that
in case of a longer assignment at a host emplbgetotal length of the relationship between
worker and employer is longer as well. A very sgr@ositive relationship exists between
concern and owner. This relationship could be etqukas the chance that a director of a
temporary labor agency that is not part of a biggercern is also the owner is higher than the
chance that a director of a temporary labor ageviagh is part of a concern is also the
owner.

The reasons for the relationships between inceptiyeand the sector dummy variables are
less obvious. As can be checked, there is a negetitrelation between the dummy variables
for production and promotion and incentive pay.shimeans that workers in the production
sector and promotion sector have a lower chancecefving some sort of incentive pay. On
the other hand, there is a positive although weakelation between the dummy finance and

incentive pay. Meaning that in the finance & adrmsiirdtion sector incentive pay is more of a
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habit than in the other two sectors. This can hesed by less controllable output of
employees with finance functions.

A few other interesting observations can be madeitaite incentive pay variable. With both
the variables duration and owner, there is a moegmasitive relationship. This means that if
the duration of an assignment increases the chthata worker receives some sort of
incentive pay also increases. The same goes foelagon with ownership, when the director
of an agency is also the owner the chance at sonmhefincentive pay increases.

Correlations

Statistics=Pearson Correlation

Average Control Firm Incentive Dummy | Dummy | Dummy

wage | Visits | Duration| hours size Tenure pay Concern| Owner | Production| promotion| Finance

AverageWage 1 ,302 ,313 -,068 -,073 ,208 ,179 -,085 -,044 ,096 -,386 ,296
Visits ,302 1 124 ,042 -,069 -,047 ,227 -,216 -,115 ,059 ,040 -,041
Duration ,313 124 1 -,015 -,233 ,255 ,231 -,123 -,038 541" -,285 ,046
controlhours -,068 ,042 -,015 1 -,025| -,034 ,047 -,144 -,132 ,026 -,102 ,096
Firm size -073| -,069 -,233 -,025 1 ,152 ,218 -,023 -,215 -,150 -,098 -,114
Tenure ,208| -,047 ,255 -,034 ,152 1 ,231 -,024 ,267 ,115 ,109 -,218
Incentive pay ,179 ,227 ,231 ,047 ,218 ,231 1 ,009 ,221 -,228 -,333 ,108
Concern -,085| -,216 -,123 -,144 -,023 -,024 ,009 1 778" -,162 ,184 ,014
Owner -,044] -115 -,038 -,132 -,215 ,267 ,221 778" 1 -, 174 ,153 ,062
dummy_Productio ,096 ,059 541" ,026 -,150 ,115 -,228 -,162 -,174 1 -,098 -,357
Dummy_promotiory  -,386 ,040 -,285 -,102 -,098| ,109 -,333 ,184 ,153 -,098 1| -522
Dummy_Finance ,296]| -,041 ,046 ,096 -,114] -,218 ,108 ,014 ,062 -,357 -,527" 1

* Correlation is significant at the 0.05 leveltdled).

**_Correlation is significant at the 0.01 leveH@iled).

Table 2, correlations large model

In table 3 the correlations between the four waagegories are presented. This to give an
indication of the relationships between the difféneage scales. All categories are strong and
positively correlated. Although the differences aot large, all categories have the strongest
correlations with the wo18 category. This indicthiat the wage paid to an 18 year old WO
student is most in congruence with the averageestistiwage. Due to the differences in age
and education level between the four categoriesiutd be expected that either wo18 or HBO
20 should be the wage level that is closed to vieeame wage level of the four categories.
Another important conclusion that can be drawn ftabie 3 is that some agencies pay all
categories more than other agencies. Meaningfthati8 year old HBO student earns a
relatively high wage a 20 year old WO student edin a relatively high wage as well. The
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other way is also true, if an 18 year old earnlatirely low wage than a 20 year old student
will earn also a relatively low wage. These conidos are based on the fact that the wage
categories have almost a perfect positive corgelati

The observation that some agencies pay all wagegardes a relatively high wage and some
pay all categories a relatively low wages coulc¢hesed by the efficiency wage theory. In
that case the high wage agencies are motivatingghesonnel intrinsically with a higher
wage and the low wage firms are controlling theirsonnel with monitoring activity. In the
following sections these assumptions are furthegstigated with the help of several

regression analyses.

Correlations
HBO18 HBO20 wo18 wo020

HBO18 Pearson Correlation 1 ,918" 978" 844"

Sig. (2-tailed) ,000 ,000 ,000

N 32 32 32 32
HBO20 Pearson Correlation ,018" 1 ,939" ,900"

Sig. (2-tailed) ,000 ,000 ,000

N 32 32 32 32
wol8 Pearson Correlation 978" ,939" 1 909"

Sig. (2-tailed) ,000 ,000 ,000

N 32 32 32 32
wo20 Pearson Correlation 844" ,900" ,909" 1

Sig. (2-tailed) ,000 ,000 ,000

N 32 32 32 32

** Correlation is significant at the 0.01 leveH@&iled).

Table 3, correlations wage levels

5.5 Residual testing

Before starting with the regression analysis arvitrg any conclusions based on this
regression, several assumptions must be trueidrsdiction | will check whether the
assumptions of the regression model are satishethis particular data set. With the help of
analysis of the residuals a test for homescedaslystinearity and normal distribution will

be conducted. In order to test each wage categmarately, four different normality tests are
used. Those tests can be found in appendix 3ttekt, for which the variable average wage
is used, will be discussed in this chapter. Befaraing above tests, first an outlier's analysis
is performed. For all wage categories, includingfifth category average wage, respondent

22 is marked as an outlier (only variables outside standard deviations are considered as an
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outlier). Respondent 22 only employs 2 studentsthedvage level for each category is very
low. The average wage level of respondent 22 ansdtato 4.60, the average wage level of

all respondents together amount Euro 8.72. Dukdweéry low amount of employees and the
low wage level respondent 22 is excluded from itesearch.

In the next table the results of above tests arsgmted.
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Table 4, residual analyses

Examining the normal probability plot, the distrilmun histogram and the scatterplot several
remarks can be made. In the scatterplot the dotsigtve randomly distributed with no

pattern in order to assume homescedastischity. Wkamining above scatterplot one can see
that the dots are reasonably randomly distribudetmark can be made that a modest
increase of the spread of residuals can be obsefhednormal probability plot can be used to
check whether the sample is normally distributdte @ots in the table should be around or on
the diagonal in order to assume normality. Theltesi this plot are slightly more positively
skewed than normal. Taking in account the smallpgarsize above plot can be regarded as
normal. The distribution histogram follow approximg a normal distribution, again the

small sample size can cause a little distortiothefideal results.

To check whether a model that make use of a Idgarit transformation deliver results that
are more in line with a normal distribution in caanigon with above results, above tests are

performed for the following regression equitation.

Inwage = a + Bamresponsible + fduration + fownership + Bfirmsize

+ Bperformancepay + Pvisits + Pconcern + PBservicetime+ € i

In appendix 4 can be checked that the resultseofakidual analyses of the logarithmic model
do not deliver better results. Therefore, this nhedehout the transformation is used for the

regression analyses.
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6 Regression analysis

6.1 Small M odel

In the following section five different regressianalyses are discussed. One for each separate
wage category and one that uses the average wagpasded variable. Before presenting a
regression model in which all variables are incoaped, a smaller model will be discussed in
which only visits, duration and control_hours ased. These variables are selected for the
small model because of their direct and obvious\With supervisory intensity. Where the

other variables are mainly span of control measergsor indirect measurements for
supervision, these variables measure supervisitreimost direct way as possible.

For each variable both the individual effect asdghoup effect is tested on the depended

wage variables; the results are presented in tlewing tables.

Model 1 model 2 model 3 model 4

std. Error  Sign. Beta std. Error  Sign, std. [Er®ign, std. Error  Sign,
Duration 0,346 0,022 ,05 0,277 0,019
control hours , -0,046 0,034

visits 0,369 0,324 0,04p 0,337 0,324

R2 0,135 0,215
Adjusted R2 0,105 0,124
N 31 31
Depended variable: HBO18

Model 1 model 2 model 3 model 4
Beta std. Error  Sign. Beta std. Error  Sign, std. Er@ign, Beta std. Error  Sign,
Duration 0,388 0,019 , 0,339 0,017 0,068
control hours 0,033 0,037 0,86p -0,011 0,031 0,949
visits , 0,243 0,292 0,184

R2 0,194
Adjusted R2 0,101
N 31
Depended variable: HBO20

Model 1 model 2 model 3 model 4

std. Error  Sign. Beta std. Error  Sign, std. [Eri®ign, std. Error  Sign,
Duration 0,372 0,023 , 0,307 0,02 0,08B
control hours -0,011 0,044 0,958 -0,069 0,036 0,691
Visits 0,335 0,338

R2 0,255
Adjusted R2 0,147
N | 31
Depended variable: WO18

Model 1 model 2 model 3 model 4

Beta std. Error  Sign. Beta std. Error  Sign, std. Er@ign, Beta std. Error  Sign,
Duration 0,383 0,02 0,033 0,341 0,019 0,060
control hours 0,076 0,039 0,686 0,04 0,033 0,82p
visits 0,246 0,317 0,1P 0.2 0,312 0,277
R2 0,147 0,006 0,06 0,175
Adjusted R2 0,117 -0,029 0,027 0,08
N 31 31 31 31
Depended variable WO20
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Model 1
std. Error

model 4
Beta std. Error  Sign,
0,331 0,018 0,069
-0,025 0,031 0,88
0,297 0,297 0,302

model 3
std. [Er®ign,

model 2
std. Error

Sign. Beta Sign, Beta
Duration
control hours

Visits

0,026 0,039 0,888

0,337 0,303 0,068

R2
Adjusted R2
N
Depended variable average wage

0,114
0,082
31

0,221
0,135
31

Table 5, regression analyses small model

The three independent variables delivered congistsnlts throughout the regressions with
the different wage variables as depended varidlble.individual regression results of the
variable duration delivered in each regressiomgaificant positive effect (beta varies
between .277 and .388) at wages, which supportsyipethesis that a longer assignment is
associated with a higher wage. When duration irg®g&ith one (duration is measured in
weeks), the wage of a contract worker rises witla.b@nly in the first model with HBO18 as
depended variable, the variable duration delivamsnificant results in the total model. The
variable Control_hours delivered for each wagegmteinsignificant results, indicating that
there is no evidence for the influence of the amaficontrol _hours spends by account
manager at students’ wage levels. Regarding thabtarvisits a few remarks can be made, in
half of the cases it has a significant influencthatwage categories. Although significant, the
positive beta (varies between .200 and .337) i®sipp earlier assumptions and the
hypothesis that there exist a negative relationshtpveen visits and wages based on the
assumption that visits is one way of supervisingleyees. If visits are one way of
supervising than more visits should mean a lowagesaccording to the efficiency wage
theory.

Both the variables visits and control_hours measoore or less the same sort of supervision
activities. Control_hours is measured as the ansoofntours spend on supervising activities
per week and visits are measured as the amoursits t0 a contract worker on location per
month. Clearly at least part of those control h@resused to visit contract workers. Looking
at the correlation between those two variableseeeaspositive, however weaker than
expected, relationship between visits and contlrdr Due to the positive beta of visits and
the insignificancy of control_hours | assume thaits are not used for supervision activities
but for other purposes.

Looking at the R2 of the models, though low foevmodel, | can conclude that the models
for 18 year old employees have more explanatorygpaiaan the models for 20 years old
employees. Whether this is a coincidence | canxpliaé. But one way of explaining this

observation is with the help of the adverse saadtheory. The chance that an 18 year old
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employee is a relatively new employee (hired ingame year the student turns 18) is greater
than the chance that a 20 year old employee isveengployee. The reason for this is the fact
that most students start their study at the ad8@nd in the same year start working for a
temporary labor agency. In addition to that, &lso more likely that an 18 year old has no
other relevant work experience. Therefore the teamydabor agency has no reference about
the quality of such worker which makes the changselecting a lemon higher. For a 20 year
old student other factors but the efficiency waggoty can influences their wage, for instance
seniority wages or references of earlier employEngs makes the model for a 20 year old
less powerful.

In table 6 the control variables are added to thallsmodel with as depended variable the

average wage level. This in order to see the effettie control variables at the regression

output.
Model 1 model 2 model 3 model 4
std. Error  Sign. Beta std. Error  Sign, Beta std. EEn®ign, Beta std. Error  Sign,
Duration 251 .025 .254 0,248 0,024 0,290
control hours -0,003 0,036 0,987 -0,026 0,032 0,886
Visits 0,383 0,298 0,030 0,35 0,308 0,966
Dummy_productid.052 1,431 0,8p 0,1¢8 1,206 0,312 0,207 1,065 0,303 0,062 1,313 0,99
Dummy_promotion  -0,242 0,959 0,2p8 -0,273 0,987 0,211 -0,16 0,975 0,446 -0,117 1,008 0,607
Dummy_finance 0,324 0,723 0,162 0,384 0,725 0,1 0,41 0,64 0,079 0,353 0,671 0,146
Concern 0,141 0,5¢1 0,407 0,138 0,619 0,438 0,161 0,567 0,393 0,146 0,588 0,455
Tenure 0,163 0,01 0,347 0,232 001 0,187 0,206 0,009 ,264 1330, 0,01 0,50p
R2 0,369 0,333 0,332 0,368
Adjusted R2 0,211 0,1€6 0,158 0,128
N 31 31 31 31

Table 6, regression analyses small model and dusnmie

In the small model wit control variables, duratiwas no longer a significant effect on wages.

This could be caused by the relatively strong dati@n of duration with the sector dummies.

Especially with dummy_production exist a strongifs relationship. At a 10% significant

level, visits has a significant and positive effentwages. This result supports the regression

results without the added control variables. Logkan the significant level of the control

variables | can conclude that none of the contaoiables have a significant effect in this

regression.

6.2 Large model

In the following tables the regression resultstfer large model will be presented. First the

individual effect of the extra supervision variabigill be tested with the help of an individual

regression analysis with the average wage levdepsnded variable. After that, the model

with all the variables will be tested. In ordersee the individual effect of the added indirect

supervision variables, the next table shows thwiddal regression results.

41



Beta std. Error  Sign. Beta std. Error  Sign, Beta std. [EErgign,

Firm size -0,168 0,001 0,366

Incentive_pay 0,115 0,572 0,537

Owner 0,077 0,629 0,681
R2 0,028 0,013 0,006

Adjusted R2 -0,005 -0,021 -0,028

N 31 31 31

Depended variable average wage

Table 7, individual regression results

| can conclude that none of the extra supervisemmables have a significant effect on the
average wage of students. Next to that, the sigheobeta coefficients of each variable in
above table is against primary assumptions. Ididituss in short why above results are
against primary assumptions.

Due to a bigger firm size controlling individuahployees become more difficult what
should results in a higher wage level and therefoeepositive beta according to the
efficiency wage theory. The use of incentive pagrie way of supervision personnel,
therefore firms could lower their wage level whaplains the expected negative beta for the
variable incentive pay. And if an owner is entittedesidual profits he/she has more reasons
to supervise employees and by that use a lower siagelard,

The next table shows the regression results fomthe@el with the direct and indirect
supervision variables and the control variablesc&the results of the small model indicated

that the variable control_hours had no influenae¢he wage level; control_hours is no

longer incorporated in the model.

Model 1 (HBO18) model 2(HBO20) model(WO18) model 4(Wp2 Model5(av. Wage)
Beta std. Error  Sign. Beta std. Error  Sign, Beta std. EEr®ign, Beta std. Error  Sign, Beta std. Error Sign.

Firm size -0,086 0,001 0,731 -0,265 0,001 0,244 -0,119 0,001 061 -0241 0,001 0,312 -0241 0,001 0,441
Duration 0,301 0,032 0,309 0,225 0,025 0,392 0,313 0,031 0,257 0,239 0,028 0,388 0,239 0,028 0,303
Incentive_pay -0,29 0,843 0,324 -0,258 0,668 0,324 -0,278 0,829 0,31 -0,137 0,743 0,616 -0,137 0,743 0,354
Visits 0,469 0,37 0,03 0,385 0,293 0,044 0,472 0,364 0,02 0,289 0,326 0,141 0,289 0,326 0,035
Concern 0,383 1,213 0,307 0,492 0,961 0,147 0,35 1,193 0,316 0,125 1,069 0,718 0,125 1,069 0,314
Owner -0,271 1,34 0,525 -0,449 1,062 0,243 -0,162 1,318 0,682 0,133 1,181 0,739 0,133 1,181 0,627
Dummy_prod. -0,182 1,779 0,553 -0,029 1,41 0,916 -0,21 1,749 0,465  -0,077 1,568 0,79 -0,077 1,568 0,637
Dummy_prom. -0,353 1,359 0,218 -0,176 1,077 0,485 -0,392 1,337 0,146 -0,281 1,198 0,294| -0281 1,198 0,232
Dummy_fin. 0,091 0,836 0,739 0,397 0,662 0,113 0,179 0,822 0,483 0,26 0,736 0,315 0,26 0,736 0,357
Tenure 0,222 0,0014 0,407 0,424 0,011 0,085 0,277 0,014 0,27 0,229 0,012 0,363 0,229 0,012 0,237
R2 0,372 0,501 0,455 0,446 0,446

Adjusted R2 0,041 0,238 0,168 0,155 0,155

N 31 31 31 31 31

Table 8, regression results large model

Considering the variables that are used in thelsmadel, some remarks can be made. The
variable visits proofs to be the most significardticator in this model. At 5% significant level
visits proved to be significant for all wage catege but WO20, although the positive beta
remains contra dictionary. Compared to the mod#iout the control variables, there is less
evidence in favor for duration in is this modelnlone of the models a significant effect of
duration at wages can be found, however the sigheobetas remain unchanged. Ownership,
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firm size and incentive pay are in none of the ni®dignificant. The betas of ownership and
incentive pay are inconsistent throughout the ciffié models. The beta of firm size has in
this regression the same negative sign as in theidual regression of firm size on average
wage, however insignificant this indicates a lowege when a temporary labor agency
employs more workers.

The sign of the sector dummies is more or lesxpsated. The dummies for the promotion
and production sector have a negative sign, inidigahat workers in those sectors earn a
lower wage. The positive sign of the finance dumnaycates that workers in the finance
sector earn a higher wage. Tenure has a positigewdgch suggests that a longer tenure
means a higher wage and the positive sign of canodicate that temporary labor agencies
that are part of a bigger concern pay a higher vlagie stand alone firms. The last result is
not in congruence with hypothesis 1i.

Overall, several conclusions can be made abouttjression results.

Although the amount of visits to a host employdivées a significant result in the small and
large model; the negative beta is against primapgetations and the research of Kruse
(1992). Before testing the influences of this vialeaon wages | expected to find a negative
relationship. More visits mean more supervisionsgmkties and so a lower wage according
to the efficiency wage theory. An explanation foe bpposite results can be the fact that this
variable is in this particular industry not the r@mt proxy for supervisory intensity. The
variable duration has a significant and positiiecfin the small model which confirms the
hypothesis about this variable, however in thedargpdel the significant effect of duration on
wages disappeared. This could be caused by thelatton between some of the control
variables and duration. The variables that weresddld the larger model as indirect
measurements for supervision delivered no sigmficasults.

Although the control variables were insignificathie sign of the sector dummies and the sign
of tenure are in congruence with earlier assumption

The specific characteristics of the temporary tabdustry, temporary workers always
perform their assignment at a host location, coalase the fact that variables that proved to

be significant in earlier research delivered indigant results in this research

7. Conclusion
Proving the shirking version of the efficiency wabeory in an empirical setting is a

troublesome assignment. Only a few earlier stuidiesd convincing evidence in support of
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the efficiency wage theory. Most studies are hiaddyy the difficulty of finding a good

proxy for supervisory intensity. Quantification ameasuring supervising is difficult and can
only be based on extensive knowledge of the presemsd management goals of specific
firms and industries. Methods of supervising vargoas industries. A proxy that proved to be
significant in one industry can be of little use éostudy in another industry. Up until now, no
variable is found that proved to be significantoasrindustries and regions. In order to
guantify variables as a proxy for supervision, adjgnowledge of the specific industry is
needed and variables that proved to be successéalrlier studies cannot be copied without
controlling or modifying them. This thesis offemse useful insights for the effect of the
shirking version of the efficiency wage theory le temporary labor market. Next to that,
some broader efficiency wage subjects are discussed

In theory, the efficiency wage model offers explaores for the wage premiums that are paid
in various industries. Those explanations are sapgavith four different micro-economic
foundations (the shirking model, gift exchange motaenover costs and adverse selection)
that all offer a mechanism for explaining the wagemiums. Although the mechanisms are
diverse, the outcome of the four models is the sdineprofitable for firms to pay a higher
wage than the market wage level. Even in case efpioyment, workers cannot bid down
wages by offering to work for a lower wage. Accoglio the efficiency wage theory, it
lowers total productivity and by that profitabilitya firm decides to lower wages. Although
the four micro economic foundations all use anothechanism for explaining wage
premiums, distorted and incomplete informationtar@ phenomena that the mechanisms try
to overcome. Employers have imperfect informatibawd the ability or effort level of
applicants and employees. In order to overcomerfasmation problem a wage premium
can be paid. Since a wage premium can act as ead@velicit the required effort level, to
create a self selecting device, to avoid turn @ests or to create reciprocity.

A potential result of raising wages is unemploymérane firm decides to raise wages, than
it pays for all firms to raise their wages. Thisisas a rise of labor costs which will lead to a
drop in labor demand. By explaining why firms paywage premium to their workers the
efficiency wage theory offers an explanation foraluntary unemployment as well.
Unemployed workers cannot credibly promise to wiorka lower wage as employer know
that this will lead to shirking behavior and bytth@awver productivity. In addition to that, the
efficiency wage theory depends on involuntary unlegmpent as in an equilibrium situation
all employers pay the same wage premium. In swgituation, unemployment acts as a

workers discipline device to overcome shirking bata
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This thesis tested for evidence of the shirkingsizer of the efficiency wage model in the
temporary labor sector. Students are an importarttgh the workforce of temporary labor
agencies because they have several advantagestbgeemployees. Students have a
relatively high education level; they have a shione horizon and are relatively cheap. These
characteristics make them an ideal labor forceégimporary labor agencies. In order to
regulate the temporary labor sector there is &ctille labor agreement which is obliged for
almost all agencies. This collective labor agreampacifies among other things a minimum
wage and fringe benefits level. All payments abitneeminimum wage level can be regarded
as a wage premium. This paper shows that almopa#itipants in the research pay wages
above the required minimum level and some pay upite the minimum level. Next to that,
the dataset shows that there are large wage diffesebetween temporary labor agencies.
According to the correlations analyses betweerifierent wage categories show there are
some agencies that pay all wage categories awalatiigh wage and other agencies that pay
all categories a relatively low wage. Those diffexes in wage policies could be a caused by
efficiency wage payments.

By testing the trade-off between supervision aages this paper test whether those wage
premiums and wage differentials can be explaingld thie shirking version of the efficiency
wage theory. The data for this research was celitloy means of a survey among temporary
labor agencies that employ students and followAB& collective labor agreement. Using
such a narrow setting can overcome some probleatsth indicated in earlier studies as
factors that hindered the empirical research: exogs factors that influence workers
productivity and management’s personnel policieslarking and discipline issues.

Using for the greater part variables that are dlyessed in earlier studies as a measurement
for supervision, this thesis introduced a new primrysupervision as well. The duration of an
assignment of a contract worker at a host emplsyadded as a proxy for supervision and
used in this thesis as a measurement for supemviSteere are two reasons for using this
variable. First, the duration of an assignmenufices the amounts of feedback a temporary
agency receives from clients; the shorter the assét of a contract worker, the more
feedback an agency receives about the abilitycnfrdract worker. Secondly, shirking
behavior has more influence on the total satisfadevel of a client when the assignment is
shorter. At a one day assignment an hour of sharkies great impact at the total result of the
assignment, whereas an hour shirking time at agrasent of a few months has nearly any
influence on the total result. The initial assuroptis a positive influence of duration on

wages.
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Although there exist some doubts about the norgnafithis dataset, a multiple regression
analysis is used to test the trade-off between wagd supervision. Two models are used to
test the influences of the different variablesmals model with the three variables (duration,
visits and control_hours) that have a direct andals link with supervision and a large
model with all the independent variables. In folithe five regression analyzes for the small
model, the variable that measure the duration @ssignment as a proxy for supervision has
a significant positive effect at wages. In linewiihe efficiency wage model, this means that
if there are less supervision possibilities dua tonger assignment, the wage of temporary
workers becomes higher. Another remarkable commtulsom this dataset is the fact that
wages paid to student employees of temporary lagencies are all in excess of the going
minimum wage. Some students receive more than thedourly wage that is strictly
necessary. This indicate that this sector use \wag®miums, whether this is caused by one of
the underlining models of the efficiency wage tlyeoeeds more evidence.

However small, this thesis provides the first enickefor the use of efficiency wages in the
temporary labor market. The main contribution a$ thesis is the addition of a new proxy for
supervisory intensity in the temporary labor market a proxy for supervision, the duration
of an assignment proved to be significant in pathe models tested. Temporary labor
agencies that employ students and follow the ABIlective labor agreement pay a higher
wage to students when an assignment become IoAgerto compensate for the fact that
they receive less feedback of host employers abeyproductivity and effort level of the

contract worker.

8. Discussion

This thesis provided evidence for the addition aka variable in the already long list of
measurements for supervisory intensity in ordeesb the shirking version of the efficiency
wage model. Due to the specific characteristigheftemporary labor market, | doubt
whether the duration of an assignment proves ®dyeficant and useful for other industries.
Industries other than the temporary labor marketiess familiar with the phenomenon that
workers perform various assignments at differecaiions and companies. Therefore, |
expect that only firms that hire workers for penfiimg tasks at other companies or locations

can make wage levels depended on the actual dum@itian employee’s assignment.
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This thesis tested the variable in a very narrawgg only firms that employ HBO or WO
students and follow the ABU collective labor agreatare incorporated. Interesting to know
is whether this variable proves to be significanaibroader setting. | assume that duration of
an assignment can be used as a proxy for supenasitong as the workers perform
relatively low-skilled jobs. This because in caséuwv-skilled jobs the duration of an
assignment can vary enormously. In this datasetdhation between the duration of jobs is a
year, however | expect that the variation couldriueh larger if you look at the total
temporary labor market. Due to the relatively shione horizon of students, most students are
not willing to accept assignments that last lortban a year. Low-skilled workers with a
longer time horizon are happy to accept an assighthat last many years for this gives them
certainty on income and work. | expect that théuigrice of this variable grows stronger when
the variations in duration of assignments are lafgeoking at the job characteristic of jobs
that need temporary workers with more experienceldgher education level | assume that
these jobs have less variation in time. A one daygament is completely normal for low-
skilled workers but a rarity for jobs that neediture skilled” workers. Due to the complexity
of jobs that need unique skilled workers, usudllosts a relatively long period to be
productive for such a worker. Therefore | suppbse this variable has less explanatory
power for unique skilled jobs.

Overall, the used model in this thesis providetelgvidence in favor for the efficiency wage
theory. Taking in account the large wage premiumas are paid in this industry the results
seems to be contra dictionary. One reason for tloe gesults could be the low total
population and by that the low response at thetguresire. As a result of the relatively low
sample there are doubts about the normality otifeel data set which could cause a
somewhat distorted outcome of the regression aisalys

Another reason could be the fact that the obsemagk premiums in this sector are caused by
reasons other than the efficiency wage theory. @heg several other economic reasons for
paying a wage higher than the market clearing ldwdiscuss several reasons that could be
relevant for this specific sector. None of thememgirically tested in this research. First, the
wage paid depends on the ability to pay of the eywesl or the profit level of the firm. More
profitable firms tend to pay a higher wage to thiemporary employers. In this case,
temporary labor agencies that earn a relativelyelgrofit margin on each billable hour are
likely to pay a higher wage. In the empirical lgtirre this is called rent sharing. The second

explanation for high wages could be the bargaipioger of workers. Temporary labor
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agencies that only employ skilled studém@n be forced to pay those workers a wage
premium due to their higher bargaining power. Siskaed students are harder to find and
harder to replace for temporary labor agenciesy@gs are willing to pay a higher wage to
such workers. Another reason for paying wage premiacan be the scarcity of students
willing to work next to their study. Due to increasstudy pressure and regulations, students
choose to study rather than work. Temporary lalgenaies must pay a higher wage to
students in order to induce students to work oaraitpme basis.

The supervisor to supervised ratio was excludeah fitis research due to too much variance
in respondents’ answers. Respondents indicatedhtégthad difficulties answering how
many employees were managed by one account maasigeost employees are not
supervised by one account manager but by seveeat. th that, some temporary labor
agencies have other distributions of responsiéditn which not the account manager is
responsible for employees but the division managéwcation manager. Those two factors
together made the answers unreliable and not $eiitabthis research. In the study of
Rebitzer (1995) he defined more or less the sawmiglgms with the supervisor to supervised
ratio.

The positive effect of visits on wages indicate thaits to employees at host location are not
used as a way of supervising workers, at leaghisrdata set. If temporary labor agencies use
visits as a supervision tool than the beta of isitould be negative so that more supervision
means a lower wage. Since the sign is positiveumag that there are other reasons for
visiting employees. Most temporary labor agenceeseha group of clients that call them
“preferred suppliers”. Such clients are importantdvery temporary labor agency as they
adapt their pool of workers to the demand of saghartant clients. It could be the case that
temporary labor agencies pay special attentioni¢b sustomers and visit them more often.
In line with above reasoning it could be possiblat contract workers who have assignments
by important clients receive a higher wage in otdereduce shirking and turn over costs.
This research cannot make a difference betweegramssint at important clients and
assignments at less important clients. Furtherarebecould possibly link the amount of visits

to the sort of client and by that provide more evick for the efficiency wage theory.

9. Further research

® Skilled students are for instance students that are familiar with an ERP system or financial system that a client
of a temporary labor agency uses.
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This is as far as | know the first time that thigzcegncy wage theory is tested in the temporary
labor sector. Although there are some charactesigti this sector that could overcome
problems that earlier research into the shirkingioa of the efficiency wage theory
distorted, this research delivered ambiguous reskiirther research could create a bigger
sample size in order to overcome the normality lemols that hindered this research. Another
interesting subject that further research coulenayt to clarify is the link between wages and
visits. Why is there a positive relation betweesitgiand wages? A suggestion could be to
connect the amount of visits to some indicatorlieints’ importance for an individual
temporary labor agency.

Testing the relationship between duration and wageadess narrow setting should confirm
whether the duration of an assignment still prdeesfluence wages of contract workers in a
broader setting. By creating a sample with datafioblemporary workers in Europe the
potential sample size increase enormously. Thesdbtd such a study can prove to be
valuable for testing various different facts. Firsoffers the opportunity to test the influence
of duration on wages for low skilled workers andouie skilled workers separately. Second,
by performing a regression analyses for each cpumtEurope and one for the total data set,
differences between countries can be measuredibodgferences in results can be linked
to differences in regulations and importance ofdbetor between countries. My expectation
is that countries with a more regulated and matemgorary labor market deliver better
results. Such countries have a competitive temgdasor sector with more competition on
prices en quality. In such setting it is importemimotivate employees to elicit the required
effort level. Therefore | expect to find the mosgitdence in favor for the efficiency wage

theory in countries with a more developed tempolapr sector.
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Appendix 1, Questionnaire

Pagina: 1

Geachte heer/mevrouw,

Hieronder vindt u de vragenlijst. De gegevens wondertrouwelijk en anoniem
behandeld.

Start
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Pagina: 2

=

1.

Hoeveel nog studer ende uitzendkrachten tussen de leeftijd van 18 en 24 jaar zijn
er voor uw vestiging wer kzaam als uitzendkracht?

o
RT o

2.

Kunt u voor bovenstaande groep uitzendkrachten aangeven hoeveel van deze
studenten een opleiding volgen op HBO-niveau, WO-niveau of een ander niveau?

Aantal uitzendkrachten
HBO |
WO |
Anders

4

3.

Hoelang is het gemiddelde dienstver band van bovenstaande uitzendkrachten in
weken?
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Hoe lang duurt de gemiddelde opdracht van bovenstaande uitzendkrachten?
Geeft u hierbij aan of uw antwoord in dagen/weken of maanden is.

Hoe bepaalt u het salarisvan de voor uw vestiging wer kzame uitzendkrachten?

antwoord
Leeftijd »
gebruikelijk loon opdrachtgever »
Studiefase/opleiding »
soort opdracht »

anders, namelijk

/4

6.

Hebben uw uitzendkrachten naast een vast loon ook recht op een variabele
beloning?

antwoord
nee l_
ja, afhankelijk van product »
ja, afhankelijk van targe -
ja, afhankelijk van aantal gewerkte u »

anders, namelijk
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7.
Kunt u van onder staande gr oepen uitzendkrachten globaal aangeven hoe hoog
het salaris per uur is?
salaris
HBO 18 jaar
HBO 20 jaar

WO 18 jaar

RNl

WO 20 jaar

8.

Hoe vaak per jaar hebben uitzendkrachten eventueel recht op een
loonsver hoging?

/4

0.
Bied uw uitzendbur eau functies aan in ver schillende branches/sectoren? In het
geval u neeinvult kunt u doorgaan met vraag 12.
antwoord
ja »

nee, vooral actief in

10.
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Stel, de functies die door uw uitzendbureau wor den aangeboden aan de nog
studer ende uitzendkrachten kunnen wor den opgedeeld in 3 branches, te weten:
Productie & Callcenter

Horeca & Promotie

Dienstverlening & Financieel Administratief

Kunt u hieronder aangeven in welke branche de fesiclie u aanbiedt het hoogste
uurloon kennen?

antwoord
Productie & Callcenter »
Horeca & Promotie [
Dienstverlening & Fin. Administratief »
geen verschil o

11.

Kunt u bovenstaande ver schil verklaren?

/4

12.

Wat isbinnen uw organisatie bepalend voor een eventuele loonsver hoging van
uitzendkrachten?

o werkervaring van werknemer
leeftijd
afronden van opdracht

goede beoordeling van opdrachtgever

Ooon0on

anders, namelijl‘,
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13.

Hoeveel uitzendkrachten (in aantallen) vallen gemiddeld onder de
verantwoor delijkheid van een accountmanager ?

/4

14.

Hoeveel uur per week besteedt een inter cedent of accountmanager gemiddeld aan
supervisie taken of controlerende werkzaamheden? Dit kan in devorm zijn van
een telefoontje, klantbezoek, etc.

/4

15.
Hoe vaak wordt de gemiddelde uitzendkracht bezocht tijdens zijn werk bij de

opdrachtgever door een medewerker van uw uitzendbureau? Geeft u bij uw
antwoord aan of dit per week of per maand is.

|
>

16.

|suw vestiging onder deel van een groter concern?
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Evalueert u op regelmatige basis de tevredenheid van uw opdrachtgevers?

C
C

ja
nee

/4

18.

Hebben accountmanager s binnen uw organisaties tar gets die gebaseerd zijn op
klanttevredenheid?

[ ja
a nee

/4

19.

Zoja, wordt het behalen van deze tar gets meegewogen bij het bepalen van een
eventuele bonus uitbetaling van de accountmanager ?

20.

Isdeleidinggevende van uw vestiging tevens (mede) eigenaar van de
uitzendonder neming?

[ ja
L nee

verstuur
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Pagina: 3

hartelijk dank voor uw medewerking

Appendix 2, guidance letter
Geachte heer/mevrouw,

Mijn naam is Igor Meijs en ik ben op dit moment igemet mijn afstudeerscriptie van mijn
studie Economie aan de Erasmus Universiteit Ratterd/oor mijn scriptie doe ik een
onderzoek naar de invloed van beloning op de mitivan personeel. Dit onderzoek zal zich
specifiek richten op studenten tussen de 18 ea&@4dje werkzaam zijn als uitzendkracht.

Om verschillende redenen is het interessant omndierzoek specifiek op uitzendkrachten te
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richten maar de belangrijkste is dat de uitzendinadkdt gereguleerd door de ABU-CAO
waardoor de minimale beloning overal hetzelfdezgal

Om mijn onderzoek zo goed en representatief mégelijaten zijn heb ik de medewerking
nodig van zoveel mogelijk uitzendbureaus. Ik zetidan ook erg waarderen als u een paar
minuten te tijd kan nemen om de volgende vragénéj®eantwoorden.

Het invullen van de vragenlijst gebeurt en anongmvertrouwelijk. Het zal niet meer dan 5
minuten van uw tijd kosten!

Link naar vragenlijst

Als u meer wilt lezen over het onderwerp voorddeuwragenlijst invult of als u

geinteresseerd bent in de achtergrond open u dajjlatge: Verdere informatie.

Ik dank u alvast hartelijk voor uw medewerking. Algeinteresseerd bent in de uitkomsten
van het onderzoek dan kunt u deze ontvangen doogreail bericht te sturen naar

igormeijs@hotmail.com met als onderwerp: Uitkonastrionderzoek.

Achtergrond onder zoek

Voor werkgevers is het in veel gevallen moeilijk dmproductiviteit van werknemers te
meten. Toch willen werkgevers weten of hun werknsngeed werk leveren en in ieder geval
aan de minimale eisen voldoen die afgesprokenizigen arbeidscontract. Om een beeld te
krijgen van de inzet van personeel en om persaaete sporen om goed werk te leveren
geven organisaties veel geld uit aan supervisieekosOnder supervisie wordt in dit geval
verstaan alle activiteiten die een werkgever onglemt om personeel te controleren. Dit kan
gebeuren door middel van steekproeven, aanstedeispeciale supervisors, ophangen van
camera’s, onverwachte bezoekjes op de werkvloepafele andere manieren. Hoe het ook
mag gebeuren, elke manier van supervisie zal dkegeeer tijd en/of geld kosten.

Binnen de economische wetenschap bestaat er emetdes zegt dat werknemers
gemotiveerd worden door uitbetaling van een hogen.| Werknemers die een relatief hoog
loon ontvangen zullen hun best doen om zo goed Iflogerk te leveren omdat ze in geval
van herhaaldelijk slecht werk uiteindelijk ontslageorden en hun hoge loon verliezen. Deze
werknemers worden of werkeloos of gaan voor eeer@rganisatie werken waar ze een
lager loon zullen verdienen. Werknemers willenvdibrkomen en zijn dus extra gemotiveerd

om goed werk te leveren zodat ze hun goed betaalale kunnen behouden. Organisaties
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hoeven in dat geval minder geld uit te geven apersisie activiteiten omdat het personeel
intrinsiek gemotiveerd is om goed werk te leveren.

Deze theorie wordt in de economische literatuuttfeciency Wage Theory” genoemd. Tot
op heden zijn er verschillende onderzoeken gedadrals doel te testen of deze theorie ook
in de praktijk wordt toegepast. Door middel vansegillende data onderzoeken is er getest of
er een relatie bestaat tussen supervisie actesit@ih de hoogte van beloningen. De resultaten
van deze testen zijn niet eenduidig en met dit ok probeer ik dan ook een relevante
aanvulling te leveren op de bestaande literatuyjn ¥anname vooraf is dat er een negatieve
relatie bestaat tussen loon en supervisie. Dizagigen dat ik verwacht dat een organisatie
met hoge lonen minder supervisie activiteiten rdplmoien.

Mijn data voor dit onderzoek zal ik verzamelen angiezendbureaus die werken volgens de
ABU-cao. Verder zal ik alleen gegevens gebruikemmag studerende uitzendkrachten van
18 tot 24 jaar omdat bij deze groep werkervaringraeder grote rol speelt bij het bepalen
van salaris.

Ik zou het erg op prijs stellen als u de moeitenmte@m de vragenlijs via onderstaande link in
te vullen, het zal u niet veel tijd kosten en zadvmijn onderzoek betekenen dat de
betrouwbaarheid van de uitkomsten stijgt.

Link naar vragenlijst:

Hartelijk dank voor uw moeite

Appendix 3, Normality checks used model

HBO 18
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Appendix 4, Normality checkslogarithmic model (with average wage as
depended variable)
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