The Effects of Absolute and
Relative Incomes on Job Satisfaction
among Male Workers in Japan
Isao Takei
University of Texas at Austin

Arthur Sakamoto*
University of Texas at Austin

Yoichi Murase
Rikkyo University, Tokyo

Using a series of cross-sectional surveys, we investigate the sources of job
satisfaction among Japanese male workers from 1955 to 1985. Our analysis focuses on income and disentangles the net effects of absolute income
versus relative income during a period of high economic growth. The
results indicate that both absolute income and relative income have substantial effects on job satisfaction after controlling for the respondent’s
demographic characteristics, job position in the labor market, and year of
the survey. This conclusion suggests the significance of both the traditional
economic and sociological approaches to the study of well-being and job
satisfaction.

Job satisfaction refers to the evaluation of the enthusiasm, pleasure, and contentment
that a worker finds in his or her paid employment (Warr 1999). This social outcome
is significant for several reasons. First, it is associated with overall life satisfaction in
cross-sectional analyses (Kalimo and Vuori 1990; Loscocco and Spitze 1990;
Melamed et al. 1995; Pugliesi 1995; Roxburgh 1996) and in longitudinal studies of
workers changing jobs (Barnett et al. 1995; Karasek 1979; Martin and Wall 1989).
Second, job satisfaction improves mental and physical health (Faragher, Cass, and
Cooper 2005). Third, job satisfaction promotes more productive employment relations, including better job performance (Iaffaldano and Muchinsky 1985; Petty,
McGee, and Cavender 1984; Shore and Martin 1989), reduced absenteeism (Farrell
and Stamm 1988; Melamed et al. 1995; Spector, Dwyer, and Jex 1988), and lower
turnover (Hom et al. 1992; Lee and Ashforth 1996).
Prior research has investigated how job satisfaction is affected by intrinsic factors
such as whether job activities are inherently interesting, stimulating, meaningful, or
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appropriately challenging (Kalleberg 1977). Characteristics of jobs that researchers have
studied include: variety and scope (Xie and Johns 1995), physical security (Campion
1988; Oldham and Fried 1987), opportunity for skill use (Campion and McClelland
1993; Sevastos, Smith, and Cordery 1992), personal control and autonomy (Spector
and O’Connell 1994; Warr 1990), job demands and complexity (Melamed, Fried, and
Froom 2001; Warr 1990; Williams, Gavin, and Williams 1996; Xie and Johns 1995),
supportive supervision (Griffin, Patterson, and West 2001; Miles, Patrick, and King
1996), participatory management (Kim 2002), family-friendly work policies (Saltzstein,
Ting, and Saltzstein 2001), labor unions (Bender and Sloane 1998; Heywood, Siebert,
and Wei 2002; Schwochau 1987), gender segregation (Bender, Donohue, and
Heywood 2005; Wharton, Rotolo, and Bird 2000), sexual harassment (Laband and
Lentz 1998), and racial harassment (Shields and Price 2002).
In terms of extrinsic factors, the key variable that has been investigated is financial
reward (Freeman 1978; Gruenberg 1980; Kalleberg 1977; Kalleberg and Loscocco
1983; Lincoln and Kalleberg 1990). Although this literature confirms the positive
effect of income on job satisfaction, the issue that has not been adequately addressed
is disentangling the effects of absolute versus relative incomes on job satisfaction.
Previous research has simply investigated the net effect of income in general.
Although useful, the latter approach is not specific about the particular process by
which higher income increases satisfaction.

JOB SATISFACTION AND ABSOLUTE VERSUS
RELATIVE INCOME EFFECTS
If people with higher incomes derive satisfaction primarily because of their increased
power to purchase goods and services per se, then increases in incomes for a population
will tend directly to increase satisfaction for everyone who enjoys any income growth.
This sort of process is typically assumed by economists when they specify a utility function in which well-being is deemed proportional to one’s absolute income. As stated by
Firebaugh and Tach (2005:6), “this is called the absolute income effect because happiness depends only on one’s own income, and not on the income of others.”
On the other hand, many sociologists would argue that at least part of the satisfaction of having a higher income derives from its social significance. In particular,
the capacity to consume more goods and services relative to others in society may be a
significant factor in accounting for increased satisfaction. In this case, relative income
increases satisfaction rather than absolute income per se. If relative income has a significant effect, then the total population-level increase in satisfaction due to economic
growth will be discounted to the extent that relative incomes remain unchanged.
Although prior research has not distinguished between absolute and relative
income effects in regard to job satisfaction, previous studies on overall life satisfaction
have verified the significance of this distinction (Easterlin 1974; Firebaugh and Tach
2005; Frank 1997; Rainwater 1974; Scitovsky 1976). Firebaugh and Tach (2005:6)
describe it this way:
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[I]f richer people are happier because of what money can buy, then the unprecedented income growth of the past two centuries should have led to unprecedented growth in human happiness. The fact that subjective well-being or
happiness has not increased as rapidly as material well-being worldwide over the
past two centuries suggests that the slope of the absolute income by happiness
curve is not very steep. . . . Indeed, many observers believe that the absolute
effect of income on happiness is now close to zero in the United States and other
rich countries.
Relative income is assumed to have no significant net effect, however, in the standard utility function that is the basis of contemporary economics (Pindyck and
Rubinfeld 1992; Scitovsky 1976). Mainstream economists appear to resist the entire
concept of social comparison as somehow representing a veiled normative claim
against inequality (Cogan 1995). In any event, microeconomics simply assumes that
income increases utility (i.e., subjective well-being, satisfaction, or happiness) and that
all of this increase is due to the absolute income effect. Unfortunately, this assumption is usually taken as an a priori starting point for economic theory, rather than as
a proposition that should be empirically verified and investigated.
In contrast, sociologists often err in the opposite direction. Although rarely discussed explicitly by sociologists, the implicit utility function that they seem to be
using is that well-being is only a function of relative income, at least for developed
nations (Rainwater 1974:24–25). That is, sociologists tend to ignore absolute
incomes among countries where the standard of living is already high. This approach
is most clearly evident in the sociological literature on social mobility in which occupation is almost exclusively used as the indicator of socioeconomic origins and destinations precisely because occupation exhibits a fairly consistent relative (i.e., ordinal)
ranking across time and nations (Featherman and Hauser 1978; Treiman 1977),
despite wide variation in absolute incomes. Any discussion about absolute incomes
has been traditionally eliminated from sociological analyses of social mobility.
Summary statements of social stratification similarly emphasize income inequality
in terms of the level of scale-invariant dispersion (e.g., the Gini coefficient) that effectively rules out the significance of absolute incomes (Kerbo 2006). Sociological analyses of racial, ethnic, and gender inequalities are usually considered in percentage terms
(Farley 1996; Kilbourne, England, and Farkas 1994). A currently popular class theory argues that occupations are the core of social stratification, inequality, and
exploitation (Grusky 2005). In these sociological investigations, absolute incomes are
almost entirely ignored both empirically as well as theoretically.
In order to improve our understanding of the complex but important issue of job satisfaction, our primary theoretical objective is to estimate the net effects of absolute and
relative incomes on job satisfaction. That is, we seek to estimate the net effect of absolute
income on job satisfaction controlling for relative income as well as the net effect of relative
income controlling for absolute income. There is no obvious reason to assume a priori that
the net effect of absolute income is mutually exclusive with respect to the net effect of
relative income. Both may be significant, at least to some degree. At the very least, this
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issue should be empirically investigated, especially given its critical welfare and policy
implications.
We investigate the sources of job satisfaction using Japanese data from cross-sectional
surveys conducted in 1955, 1965, 1975, and 1985. These data provide an excellent
opportunity to disentangle the net effects of absolute and relative incomes. Absolute
incomes increased dramatically over this period, during which the Japanese economy
experienced a great deal of development and expansion. The information provided by
these data is, furthermore, highly compatible across these decades. Each cross-sectional
survey is known to be of high quality, as well as nationally representative.
In defining relative income, however, the issue immediately arises as to which group
an individual is compared. Because one’s relative income refers to one’s income as
ranked or differenced in comparison to the incomes of others, the definition of who
specifically constitutes the comparison group (i.e., who the “others” are) will affect the
calculation of one’s relative income—in short, income relative to whom? This issue is
also known as the problem of determining the appropriate reference group (Festinger
1954; Hyman 1942; Merton and Kitt 1950; Pollis 1968; Shibutani 1955).
The study of reference groups has not received a great deal of research attention in
recent years, but we suspect that previous studies are probably correct in surmising
that individuals may have multiple reference groups (Liu and Sakamoto 2005;
Merton 1957; Merton and Kitt 1950). The social psychological processes associated
with multiple reference group comparisons are, however, undoubtedly highly complex. Unraveling these complexities is a task beyond the scope of this analysis, because
the data that we use mostly refer to socioeconomic and demographic characteristics
(rather than detailed information on social psychological responses).
Our approach is to use one of the most basic and widely relevant reference groups,
namely, the entire national labor force. While there are obviously other possible reference groups (such as other workers with a similar age, education, occupation, or
region), the entire national labor force is certainly relevant to most people including
Japanese workers. Lacking much prior empirical research to build upon—indeed we
know of no prior publication that shares our main research objectives in the study of
job satisfaction—our investigation must necessarily begin with the most plausible and
fundamental assumptions. Thus, our analysis is based on the entire national labor force
as the comparison group. We do not rule out or preclude the possibility that comparisons to more specific reference groups may have additional effects, but we leave that
more specialized research task for future studies that may build upon our efforts here.

CULTURE, WORK, AND JOB SATISFACTION
IN THE JAPANESE CONTEXT
As explained below, our definition of relative income is based on the national male
labor force. This gender-specificity is appropriate due to the low level of female labor
force participation and the extremely high level of gender segregation in the Japanese
economy during the period of our study when there were no legal protections against
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gender discrimination in employment in Japan. From 1955 to 1985, female workers
were almost exclusively relegated to dead-end jobs that were usually restricted to
women but were supervised by men. A strong cultural norm also prevailed, requiring
women to resign their employment when they married (Rohlen 1974). Indeed, traditional gender roles and gender segregation were so pronounced in Japan during this
era that most of our survey data do not even include information on women as independent workers in the labor force. For these reasons, our calculation of relative
incomes assumes that male workers are comparing themselves to other male workers,
because during the middle part of the twentieth century in Japan, their reference
group is unlikely to include female workers.
From a general cultural point of view, previous research has portrayed Japan as being
(at least compared to the developed Western nations) a relatively closed society in
which individuals have a higher sense of group identity and place a relatively lower priority on individual independence (Nakane 1970; Reischauer 1977; Smith 1983).
Viewing itself as an “island country” (i.e., shima kuni), Japan has carefully guarded its
borders and minimized and regulated foreign influences (Reischauer and Craig 1978).
Immigration to Japan has historically been quite low, and recent studies observe a continuation of this trend, especially in comparison to the United States (Mouer and
Kawanishi 2005). Until as late as the middle nineteenth century, Japan was essentially
an isolated feudal society that lacked any experience of foreign conquest. In contrast to
the history of modernization in Western societies, Japan has not undergone centuries
of cultural evolution promoting the rights of the individual vis-à-vis the state or religious institutions. In sum, Japan has been widely regarded as a more group-oriented
society that has maintained a significant portion of its traditional cultural values when
compared to the United States.
Consistent with a greater proclivity toward group identity and community during
the decades of our data, Japanese workers tended to place a greater emphasis on their
companies, employment, and coworkers as sources of personal satisfaction (as compared to American workers). Male Japanese workers had long-term employment relations with their companies, particularly in larger firms where the “lifetime employment
system” is most applicable (Cole 1972; Hashimoto and Raisian 1985). These longterm employment relationships facilitate a stronger and broader social bonding
between workers and their companies (Dore 1973; Rohlen 1974). Accordingly,
Takezawa and Whitehill (1981) surveyed workers in American and Japanese companies and found that Japanese workers were almost 3.5 times more likely than American
workers to rate their company lives as equal to or greater in importance than their personal lives. Although the reported differential is not quite as high, the same basic conclusion is noted by Lincoln and Kalleberg (1990).
Associated with this greater emphasis on their work roles, Japanese workers probably also had greater expectations about their work, as well as a higher level of organizational commitment (Cole 1979; Lincoln and Kalleberg 1990). Cole (1979) argued
that these greater expectations resulted in reduced job satisfaction. When workers are
very motivated and committed with high expectations about their companies, fulfillment is harder to achieve. That is, high expectations may breed discontent in Japan
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whereas Americans are typically easier to satisfy because for them work is more likely
to be “just a job” that is not as important as their personal lives. Thus, several surveys
have found that Japanese workers are significantly less satisfied with their jobs than
American workers are (Lincoln and Kalleberg 1990).
This brief summary of work in Japan during the twentieth century generally
assumes that Japanese culture is more traditional and group-oriented than American
culture. While we believe that this assumption is largely valid for the period of our
data, in recent years significant changes have taken place that could call into question
the accuracy of this conventional description of Japanese society (Mouer and
Kawanishi 2005). While one could certainly debate the extent to which Japan in the
twenty-first century can still be characterized as being a more traditional society, for
our purposes the essential characterization of Japanese culture as placing greater
emphasis on group identity (at least relative to the United States during this same
time frame) remains, however, a reasonable and relevant background consideration
because our data refer to the period from 1955 to 1985.
Given the maintenance of a relatively more homogeneous and traditional culture
that emphasizes group identity over individualism during this era in Japan (as compared to the United States), the issue arises as to whether absolute income has any
effect at all on job satisfaction. That is, given the Japanese context of a highly grouporiented culture, one would expect the net effect of relative income to be greater than
the net effect of absolute income. The significance of absolute income—though often
ignored by sociologists—would be forcefully underscored if it has an important effect
on job satisfaction even during this time period in Japan.

RESEARCH METHODS
As discussed above, our research objective is to estimate the net effects of absolute and
relative incomes on job satisfaction among Japanese male workers. Investigating these
effects with cross-sectional data is not, however, methodologically straightforward due
to the problem of multicollinearity. For any given sample of individuals at a particular
point in time, absolute income is highly correlated with relative income. To the extent
that a person has a higher absolute income, then he will also necessarily have a higher
income relative to others. Indeed, if one’s relative income is measured as one’s devia–
tion from mean income (i.e., Xi – Χ), then the inclusion of this term into a regression
model that also includes Xi (i.e., absolute income) will not be statistically identified—
–
it will be characterized by perfect multicollinearity—because (Xi – Χ) is a linear function of Xi (i.e., it is subtracted by a constant to obtain relative income).
We overcome this methodological complication in two ways. First, instead of using
the deviation from the mean, we use the cumulative percentile ranking associated
with Xi to indicate relative income. For example, if one’s income is equal to the
median income for the given year, then one’s relative income is defined as being equal
to .50. Or, if one’s income is greater than or equal to the incomes of one-third of the
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sample in the given year, then one’s relative income is defined as being equal to .33.
Although still highly correlated, the cumulative percentile ranking is not an exact linear function of absolute income (i.e., Xi) in contrast to the deviation from the mean.
The cumulative percentile is also appropriate theoretically, because it indicates relative income by directly ranking one’s income in relation to the incomes of others.
More importantly, our analysis uses cross-sectional data sets from four different
decades over which absolute incomes tended to significantly increase. For this reason,
an absolute income of given value will have a substantially different relative ranking
depending on the year. For example, $7,000 would be considered a high income (i.e.,
above the median) in 1955, but it would be considerably below median income in
1985, by which time the standard of living had substantially risen in Japan
(Shikamata 1990). Thus, by including data from four different decades characterized
by different average income levels, our analysis reduces the correlation between
absolute income and relative income that is inherent at any one point in time.
Previous research has been unable to follow this approach because comparable measures of job satisfaction and other relevant socioeconomic information are not so
widely available for different years.

Data
The data that we use are the 1955, 1965, 1975, and 1985 Social Stratification and
Mobility (SSM) Surveys of Japan. We can combine these data sets for the estimation
of our statistical models because these surveys are generally compatible as they were
designed with that consideration in mind by sociologists in Japan. The SSM data were
obtained by multistage probability sampling methods (Ishida 1993). Table 1 shows
the variables used in the analysis.
The dependent variable for our statistical models is job satisfaction. This variable is
obtained from responses to the survey question, “If possible, do you want to change
your current job, or are you satisfied with your current job?” The possible responses
provided by the survey include “satisfied,” “neither satisfied nor unsatisfied,” or
“unsatisfied.” Due to the clear ordinal ranking of this dependent variable, we use the
ordered logistic regression model to estimate the effects of independent variables
(Powers and Xie 2000).
The analysis is restricted to men between the ages of 20 and 69 who were
employed (students and the unemployed were deleted) and whose income data are
not missing. Male workers of all economic classes are included (i.e., employees, selfemployed, and family workers). After deleting students, unemployed men, and missing cases on personal income or job satisfaction, the total sample size is 6,252 (after
combining all four cross-sectional data sets).
As has been discussed, the two independent variables of primary theoretical interest are absolute income and relative income. Absolute income refers to total personal
income during the year prior to the survey and is adjusted by the Japanese Consumer
Price Index to reflect 1985 prices (in terms of constant 1985 Japanese yen). Relative
income, as discussed above, refers to the cumulative percentile ranking of absolute
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Description of Variables Used in the Analysis

Variable Names

Measurement and Description of Variables or Categories

Dependent variable
Job satisfaction

Ordered categorical variable with 3 levels

Independent variables
Absolute income prices
Relative income rank
Age
Age squared
Years of schooling
Log of firm size
Married

Personal absolute income in terms of 1985 prices
Personal relative income in terms of cumulative percentage
Years of age
The square of age
Years of schooling completed
Log of total number of workers in firm
Dichotomous variable with currently married = 1

Occupation
Professional
Manager
Clerical
Sales
Miner
Farmer

Class or employment type
Government worker
Self-employed
Family worker
Year
1955
1965
1975

Dichotomous variable with professional occupations = 1
Dichotomous variable with managerial occupations = 1
Dichotomous variable with clerical/office occupations = 1
Dichotomous variable with sales occupations = 1
Dichotomous variable with mining occupations = 1
Dichotomous variable with farmers, tenant farmers, fishing
occupations, and forestry occupations = 1
(reference group = transport, skilled, security, and service
occupations)a
Dichotomous variable with government worker = 1
Dichotomous variable with self-employed = 1
Dichotomous variable with family worker = 1
Dichotomous variable with 1955 = 1
Dichotomous variable with 1965 = 1
Dichotomous variable with 1975 = 1
(reference group = 1985)

Source: Social Stratification and Mobility (SSM) Survey of Japan, 1955, 1965, 1975, and 1985.
a
Reference group also includes production workers in the manufacturing sector.

income across male workers during the given year. In order to facilitate interpretation,
we enter absolute income and relative income as standardized scores (Z scores) in the
regression models, using the means and standard deviations for the entire sample
across the four decades of data.
The other independent variables include age, age squared, years of schooling, marital status, occupational category, firm size, and economic class category or employment type. Age effects on job satisfaction have been found in previous research
(Kalleberg and Loscocco 1983; Lincoln and Kalleberg 1990), including some evi-
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dence for a nonlinearity (Oswald 1997). Regarding education, lower job satisfaction
has been reported among Japanese workers with more schooling (Lincoln and
Kalleberg 1990). Being a general demographic characteristic that may influence
expectations about employment, marital status is included as a dichotomous variable.
Additional dichotomous variables are used to indicate different occupational categories in order to allow for the effects of possible intrinsic sources of job satisfaction
associated with different work skills. Particularly in the Japanese labor market, firm
size for workers in the private sector has long been regarded as an important variable
(Cole 1979; Hashimoto and Raisian 1985; Mouer and Kawanishi 2005). Another
dummy variable is used to indicate government workers for whom firm size is not
defined. In order to control for possible economic class (i.e., employment type)
effects, dummy variables are also included for the self-employed and for family workers (with paid employees being the reference group for class).
Our regression model also controls for the survey year. Dichotomous variables are
included to indicate 1955, 1965, and 1975 with 1985 serving as the reference category. We control for each year of data separately because our focus is on estimating
the net effects of absolute and relative incomes per se. Job satisfaction may change
over time if recent cohorts of workers have higher expectations than older cohorts of
workers. These dummy variables furthermore control for all other period effects.

EMPIRICAL RESULTS
Descriptive Statistics
Table 2 shows the statistics for income and the frequency distributions for job satisfaction. As is evident in Table 2, mean absolute income for men has steadily increased
in our data from 1,203,600 yen in 1955 to 4,164,600 yen in 1985. These figures are
adjusted for inflation as they are in terms of constant 1985 Japanese yen. They indicate real growth in mean absolute income by a factor of 3.46. Although the real
Table 2.

Annual Income Statistics and the Distribution of Job Satisfaction by Year

Satisfied
Neither
Unsatisfied
Mean absolute
incomea
Mean relative
income
Sample size

Combined
Sample

1955

1965

1975

1985

54.78
31.88
13.34
2,778,100

52.40
32.38
15.21
1,203,600

58.65
30.03
11.32
2,216,300

53.56
33.25
13.19
3,362,600

53.56
31.26
15.17
4,164,600

55.65

58.41

52.99

57.29

53.27

6,252

1,124

1,758

2,388

982

Source: Social Stratification and Mobility (SSM) Survey of Japan, 1955, 1965, 1975, and 1985.
a
Absolute income statistics are in terms of constant 1985 Japanese yen.
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growth is higher when these figures are first converted into U.S. dollars using the official exchange rates of the period, we avoid this conversion due to inaccuracies created
by major changes in the setting of exchange rates during this era.
In terms of relative incomes, their means by construction do not change much
across these decades. That is, the mean for a distribution of cumulative percentiles
(i.e., when scored exactly as 1, 2, 3 . . . 100) is necessarily 50.5 for any given year. The
means on relative incomes, therefore, do not significantly change much across these
decades. They are relatively constant and fluctuate only slightly around an overall
mean of 55.65. The observed means are a little higher than 50.5 due to rounding
errors and the number of tied scores on income (incomes that are measured as being
exactly the same) that reflects the degree of precision with which income is measured
in the particular survey year. In sum, the change in mean relative income across the
decades is numerically trivial and derives only from rounding errors.
Table 2 also shows the frequency distribution of job satisfaction for Japanese men
during these decades. The distributions are fairly stable throughout the period with
slightly more than one-half stating that they are “satisfied” and about one-third stating
that that they are “neither satisfied nor unsatisfied” in each year. The remainder refers
to those who are “unsatisfied” and they represent less than one-sixth in each year. The
finding of slightly more than half of Japanese male workers reporting that they are satisfied with their jobs is consistent with the results from other Japanese surveys during
this time period, although, as noted above, this figure is lower than what is typically
found for American male workers during that era (Lincoln and Kalleberg 1990).
Additional descriptive statistics are shown in Table 3. The mean age for the four
decades of data is about 40 years. The mean years of schooling completed are 10.50.
At the time of the survey, 82 percent of the respondents were currently married while
8 percent were professionals, 6 percent were managers, 15 percent were clerical workers, 12 percent were sales workers, 1 percent were miners, 10 percent were farmers,
and 49 percent of the workers were in the reference category for occupation (transportation, skilled, safety and service workers). About 7 percent were employed in governmental agencies and 15 percent were self-employed. Less than 2 percent of the
sample consisted of family workers.
From an aggregate point of view, the results in Table 2 suggest the greater importance of relative income. Although mean absolute income increased substantially over
this period, job satisfaction remained stable. Because relative income also remained
stable, the aggregate pattern of job satisfaction more closely corresponds to the aggregate pattern for mean relative income than for mean absolute income. Scitovsky
(1976:135) observed a similar pattern for aggregate income and aggregate selfreported happiness in U.S. data and commented that “the obvious explanation would
be that one’s happiness depends on where one stands in relation to the Joneses and
not at all on one’s absolute standard of living.”
Scitovsky (1976) is quick to note, however, that this conclusion is probably overly
simplistic, because individual sources of satisfaction are probably too complex to be
accurately ascertained by the trend in a few aggregate statistics. A more multivariate
approach at the individual level is needed in order to control for a richer set of rele-
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Descriptive Statistics

Variables

Mean

St. Dev.

40.199
1,758.900
10.498
0.823
1.798

11.957
1,023.040
2.964
0.382
2.548

Occupation
Professional
Manager
Clerical
Sales
Miner
Farmer
(transport, skilled, safety, service)

0.079
0.060
0.146
0.119
0.007
0.103
0.486

0.269
0.237
0.353
0.324
0.085
0.304
0.500

Class or employment type
Self-employed
Family worker
Government worker

0.151
0.017
0.073

0.358
0.130
0.261

2,778,061
55.652

2,684,837
28.100

0.180
0.281
0.382
0.157

0.384
0.450
0.486
0.364

Age
Age squared
Years of schooling
Married
Log of firm size

Annual income
Absolute income
Relative income
1955
1965
1975
(1985)

Source: Social Stratification and Mobility (SSM) Survey of Japan, 1955, 1965, 1975, and 1985.
Notes: Reference categories are shown in parentheses. N = 6,252.

vant independent variables. For this reason, we estimated regression models that are
facilitated by the use of individual-level data on job satisfaction.

Results for Logistic Regression Models
Results for the ordered logistic regression models are shown in Table 4. For reference
purposes, Model 1 includes the respondent’s absolute income and his relative income
as the only independent variables. These variables are standardized in order to facilitate interpretations in terms of standard deviation units. The results for Model 1 indicate that controlling for relative income, a standard deviation increase in absolute
income increases the odds of job satisfaction by 16.3 percent. Controlling for absolute
income, a standard deviation increase in relative income increases the odds of job satisfaction by 30.8 percent.
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Estimates of Ordered Logistic Regression Models for Job Satisfaction
Model 1
Odds Ratio

Model 2
Odds Ratio

Model 3
Odds Ratio

Absolute income
Relative income
Age
Age squared
Years of schooling
Married
Professional
Manager
Clerical
Sales
Miner
Farmer
Log of firm size
Government worker
Self-employed
Family worker
1955
1965
1975

1.163***
1.308***

1.156**
1.373***
0.943***
1.001***
0.986
0.950

1.338***
1.251***
0.947**
1.001***
0.969**
0.939
1.504***
1.181
1.100
1.031
0.811
0.850
1.028
1.193
1.005
1.448
1.152
1.563***
1.232

Pseudo-R2

0.018

0.022

0.027

Notes: Reported odds ratio refers to the anti-log of the estimated coefficient. The reference category
for occupation includes workers in transportation, manufacturing, security, and services as well as
other miscellaneous skilled workers.
*Significant at the 0.05 level; **significant at the 0.01 level; ***significant at the 0.001 level (twotailed tests).

Demographic characteristics (i.e., age, schooling, and marital status) are included
as control variables in Model 2 in Table 4. The odds ratios for the net effects of
absolute income and relative income change only slightly. In Model 2, the net effect
of absolute income is 15.6 percent, while the net effect of relative income is 37.3 percent. These results indicate (as does Model 1) that relative income has a larger net
effect than absolute income (when considered in terms of standard deviation units)
and that this conclusion is not explained away by basic demographic variables.
The full specification is Model 3 in Table 4. Net of the effects of income, demographic characteristics, firm size, government employment, self-employment, being a
family worker, and year, professionals have substantially higher job satisfaction. Their
odds of higher job satisfaction are 50.4 percent greater than among transportation,
skilled, safety, and service workers. Because this figure represents a net effect that controls for all of the aforementioned variables, this result suggests that the intrinsic fea-
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tures of professional work increase satisfaction. The net effects for the other occupational groups are not, however, statistically significant at conventional levels.
Other results for Model 3 indicate that an increasing age raises job satisfaction (i.e.,
the quadratic term for age is greater than unity and statistically significant). Job satisfaction is, in general, greater in 1965 than in 1975 and 1985, which were recessionary
years. Net of the effects of income, occupation, and the other variables, more education
slightly reduces job satisfaction. The coefficients for firm size, government employment,
self-employment, and being a family worker are not, however, statistically significant.
The effects of absolute and relative incomes in Model 3 are somewhat different
from those in Model 2. After controlling for demographic characteristics and labor
market variables, the effect of absolute income is larger. Specifically, a standard deviation increase in absolute income increases the odds of job satisfaction by 33.8 percent (controlling for relative income and the other independent variables). However,
the estimated net effect of relative income is smaller in Model 3 than in Model 2.
Controlling for absolute income and the other covariates, a standard deviation
increase in relative income increases the odds of job satisfaction by 25.1 percent.
In sum, the net effects of absolute income and relative income are both statistically
and substantively significant (Models 1, 2 and 3). When controlling for demography,
labor market variables, and year, then the estimated net effect of absolute income is
slightly larger than the estimated net effect of relative income (Model 3). When labor
market variables and year are not taken into account, however, relative income has a
larger net effect than absolute income (Models 1 and 2).

CONCLUSIONS
Using a unique series of cross-sectional surveys, we have analyzed the sources of job
satisfaction among Japanese male workers from 1955 to 1985. Focusing on income,
our investigation disentangled the net effects of absolute income versus relative
income during a period of high economic growth. The results indicate that both
absolute income and relative income have positive effects on job satisfaction even after
controlling for demographic characteristics, job position, and year of the survey.
Although both net effects are substantively large and statistically significant, the estimated net effect of absolute income is slightly larger than that of relative income after
controlling for year and labor market variables.
These results suggest the importance of the traditional approaches of both sociology and economics to the study of well-being and job satisfaction. Economists are
usually interested in efficiency and focus on absolute income, while sociologists’ concerns with inequality lead them to emphasize relative income. Rather than being
mutually exclusive considerations, however, our results indicate that both aspects of
income are significant for understanding job satisfaction in Japan.
What is perhaps most notable about our findings for sociologists is the significance
of absolute income. The estimated effect of absolute income is substantively and statistically significant in each of our regression models. In the full specification, the net
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effect of absolute income is actually larger than relative income. Although sociologists
have traditionally ignored absolute income, our results bring into question whether it
should simply be assumed to be irrelevant.
Furthermore, Japan during this period is often described as having a traditional
culture that provides a stronger sense of a distinctive community, emphasizing group
identification over individualism. That an important net effect of absolute income
(after controlling for relative income) is still evident even in the Japanese context
underscores the significance of this source of job satisfaction. This conclusion raises
the issue as to whether absolute income might be even more important in individualistic cultures such as the United States that place greater emphasis on individual
achievement and self-fulfillment.
Future research might extend our analysis to other countries. Other measures of
relative income could also be considered. Because our measure is based on cumulative
percentiles, it does not identify the monetary distances between workers at different
rankings in the distribution of income. Our approach cannot determine how an
increase in income inequality might affect the distribution of job satisfaction. This
issue is important for future research, however, as income inequality is increasing in
the United States and absolute income gains have been very unevenly distributed
(Kim and Sakamoto 2008; Morris and Western 1999). Future research may build
upon our efforts here to investigate how changes in absolute incomes and income
inequality have affected job satisfaction.
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