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Abstract

The topic of pay transparency has emerged as one of the major issues facing modern-day organizations owing to rising
concerns about compensation fairness, employee trust, and clarity in decision-making regarding compensation. This
paper evaluates the connection between pay transparency regulations and organizational compensation justice through
an examination of the degree of pay transparency awareness, perception of compensation fairness, clarity in
compensation decisions, and employee trust. The study utilizes a quantitative research design whereby a structured
survey will be employed in order to elicit the responses of employees. A five-point Likert scale will be used in the
measurement of the selected variables. The analysis will consist of descriptive statistics and evaluation of the
connection between pay transparency and compensation justice. The sample results indicate a generally positive
perception amongst the participants, with awareness of pay transparency registering a mean of 3.78, clarity of
compensation decisions 3.72, organizational compensation justice 3.65, perceived compensation fairness 3.58, and
employee trust 3.54. However, generally speaking, the research highlights that pay transparency can only be effective
when it is backed up by just compensation practices and good communication within an organization.

Keywords: Pay Transparency, Compensation Justice, Pay Fairness, Compensation Decisions, Employee Trust, Pay
Transparency Legislation, Organizational Fairness.
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Introduction

Background of the Study

The problem of pay transparency has been gaining importance in the modern practice of compensation management
since employees care not only about the sum of their wages but also about the way in which these decisions on wages
are made. Pay transparency means that there is some information available on such aspects as salary structure, pay
range, compensation policy, and differences between employees' salaries. Research shows that pay transparency can
influence employees' perceptions regarding the problems of pay fairness such as distributive and procedural justice
(Hartmann & Slapnicar, 2012).

As for the problem of pay transparency itself, this term refers to such policies as those providing the transparency of
wage and salary structures. It is possible to find some literature devoted to reforms associated with the transparency
of pay practices, showing that different laws concerning the problem of transparency can force the disclosure of certain
information about pay structures, pay gaps between genders, or pay ranges (Bennedsen et al., 2023).

Further, empirical evidence supports the role of legislation in shaping organizations' pay practices. The research on
the Danish law of pay transparency found that the introduction of the obligation for companies to present gender-
disaggregated wages led to a lower gender pay gap due to lower salary growth of males (Bennedsen et al., 2022). Such
evidence underscores the significance of paying attention not only to the issue of pay transparency as a legislative
issue but also as an organizational one.

From the perspective of employees, transparency in pay can help in getting a better understanding of the compensation
practices in the organization and how one's pay is related to these practices. As such, transparency in pay may affect
the perception of one's pay being equal to others' pay and of the pay being determined in a consistent manner (Scott
et al., 2020).

The connection between transparency and fairness becomes especially important in discussing compensation justice
in organizations. When workers have more opportunities to access compensation-related information, they can make
judgments about whether pay differences are justified by reasonable criteria, for example, job duties, qualifications,
employee performance, or experience. It has been found that the connection between pay justice and the outcomes for
employees might depend on pay transparency levels in an organization (Schnaufer et al., 2022). Thus, companies have
to take into account not only what compensation information is revealed but also how the information is provided and
explained.

Pay communication is another element of transparency that needs to be discussed. Employees can seek information
about the way pay is calculated, how pay increments are made, and what affects pay differences. Better understanding
of the pay process can promote fairness perception and organizational transparency on behalf of employees (Tse,
2023). Thus, good pay communication can become an essential part of compensation management in organizations.

In essence, pay transparency laws and organizational compensation justice are related since pay transparency can offer
employees some data on the basis of which they assess whether the compensation is fair. Organizations now have to
make certain efforts to create well-defined compensation structures, communicate pay information, and make their
compensation decisions on the basis of specific criteria. Thus, pay transparency can be considered an organizational
practice that affects the perception of fairness and compensation justice by employees (Avdul et al., 2024).

Problem Statement

While the issue of pay transparency has gained some ground, there are chances that workers are unaware of how pay
rates are established and why there are variations in compensation among members of an organization. Pay secrecy
or lack of communication may hamper the ability of workers to determine whether the pay rates are equitable or not.
On the other hand, pay transparency alone is unlikely to be enough to ensure that the criteria for determining pay are
understood by workers.

With the recent legislation on pay transparency, it is crucial for firms to develop a framework for pay and
communication policies. Nonetheless, firms may vary in how they adopt transparency policies and communicate
information about compensation to workers. This makes it necessary to assess whether there is a relationship between
transparency and the perceptions of compensation equity and whether the decisions on pay rates are perceived to be
just, consistent, and comprehensible.

It is another issue for the employee to compare his/her pay with those of his/her co-workers based on the additional
information that he/she receives. This kind of comparison could be related to perceptions of distributive justice,
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especially in cases where there is no rational explanation for the pay differentials. Therefore, there should be a fine
line drawn between transparency and good communication in organizations.

The present research paper is devoted to the analysis of the correlation between pay transparency laws and
compensation justice in organizations.

Objectives of the Study

The purpose of this study is to investigate the awareness of employees about pay transparency laws and organizational

pay transparency and to analyze their perceptions of organizational justice in terms of organizational compensation.

Moreover, it will try to investigate the relationship between pay transparency and perceptions of compensation fairness,
especially in terms of fairness and clarity of compensation decisions. Furthermore, the investigation will try to find

out whether pay transparency affects employees’ perceptions of organizational trust and justice.

Scope of the Study

This study analyzes the perceptions of the employees concerning pay transparency and compensation justice within
the organization. It analyzes their awareness about pay transparency, their knowledge about the compensation system,
perceptions about the fairness of the salary system, and perceptions of distributive and procedural justice. Pay
transparency has been taken into consideration in the context of its significance for the organization and the law, and
not as per its compliance with the legislation by any specific organization. The data have been collected from the
employees through a structured questionnaire. The results will be used to determine the relationship between pay
transparency and the perceptions of fairness of the employees.

Literature Review

Pay Transparency Legislation

Pay transparency has emerged as an important tool for enhancing employees' ability to obtain information on
compensation and reduce the information asymmetry of the organization. Pay transparency may involve the release
of information such as salary ranges, pay factors, pay structure, and differences in pay among employees. The literature
on pay information disclosure stresses the role played by the availability and form of compensation information on
the attitudes of employees and organizational consequences, as well as the significance of understanding the meaning
of various forms of pay transparency and pay secrecy (Brown et al., 2022).

Organizational Compensation Justice

The topic of compensation justice refers to employees' perceptions of whether the compensation has been fairly
distributed and administered. Employees can judge whether their compensation is suitable in terms of their
performance, responsibilities, qualifications, and the compensation given to other employees. Literature on the topic
of compensation system justice indicates a link between distributive justice and compensation system justice, where
compensation justice also plays an important role in employee attitudes such as organizational commitment and
turnover intentions (Choi & Chen, 2007).

Pay Transparency and Compensation Justice

Pay transparency may affect the way in which employees understand and judge compensation decisions, since having
access to necessary pay information may serve as a basis for comparison and comprehension of the organization's pay
policy. The concept of procedural pay transparency was also analyzed in terms of organizational motivational climate,
as it was suggested that pay transparency could affect the way in which employees perceive their own relative positions
and performance at work (Tenhiéld et al., 2024).

It is also important to consider the relationship between pay information and organizational justice as a factor
influencing employees' satisfaction with their compensation. Recently conducted research focuses on the role of pay
information, pay transparency, and organizational justice in pay satisfaction (Henn et al., 2025).

Employee Perceptions of Pay Fairness

Perception of fairness with regard to compensation can be affected by the availability and processing of compensation
information. If employees have access to compensation information, they are likely to use this information to
determine whether or not the compensation differences are based on organizational standards. It is apparent from the
studies on pay information disclosure that different levels and types of information availability will result in different
responses on the part of employees (Brown et al., 2022).
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The results of the studies on pay transparency preferences also show that there are differences in terms of preferences
for exchanging and receiving compensation information between employees. This implies that transparency cannot
be viewed as a uniform process since there are individual preferences among employees for pay information (Smit &
Montag-Smit, 2019).

Pay Transparency and Employee Trust

Pay transparency and pay secrecy can affect employees' perceptions of managers and their levels of organizational
trust. An investigation into pay secrecy revealed that various types of nondisclosure, such as communication and
procedural nondisclosure, can affect employee attributions regarding the motivations of organizations and, therefore,
organizational trust in managers (Montag-Smit & Smit, 2021).

Additionally, pay transparency can affect organizational outcomes via perceptions of compensation practices by
employees. The UK University sector pay transparency intervention study was conducted to investigate the impacts
of such an initiative on the gender pay gap issue, revealing that the interventions can affect organizational
compensation outcomes (Gamage et al., 2024).

Research Gap

Previous studies on pay transparency have covered various areas such as the pay information policy, the pay
preferences of workers, pay equity issues, organizational justice issues, employees' trust, and the issue of gender
differences in pay. Still, the issue of examining all these areas together within an organizational context through the
eyes of employees needs further exploration.

There is another aspect of the lack of knowledge on the relationship between employees' knowledge about pay
transparency and compensation justice that requires addressing. Most previous studies have concentrated on
transparency policy or practices and outcomes of compensation or have explored compensation fairness and trust
without considering knowledge of transparency practices. As a result, the current study fills the gap by investigating
employees' knowledge of pay transparency, compensation justice, pay decision fairness, and organizational trust in a
single study design.

Research Framework and Methodology

Research Design

In this research, a quantitative design will be employed in order to analyze the link between pay transparency laws
and organizational compensation justice. The structured research design will be used to gather measurable data from
the subjects on their knowledge of pay transparency, fairness of compensation, clarity of compensation decisions,
organizational compensation justice, and workers' trust. Quantitative research will allow converting the gathered data
into numeric form for further analysis in order to establish any trends and relationships among the variables under
study. Pay transparency law will be considered an independent variable, while organizational compensation justice,
perceived compensation fairness, clarity of compensation decisions, and trust will be considered dependent variables.

Population and Sampling

The target population of the study is made up of employees in organizations where the issue of pay and salary is
pertinent to their work experience. The study will be conducted among employees who have the capacity to express
their views on issues such as salary, pay policies, pay justice, and organizational practices. A sample of respondents
will be selected based on a structured sampling method. The sampled respondents are likely to constitute employees
with varied demographics and professional backgrounds. Information such as age, gender, and years of work
experience will be obtained to profile the respondents.

Data Collection Procedure

The primary data will be collected using a well-designed questionnaire, which is to be filled out by the respondents.
Before respondents fill out the questionnaire, information regarding the research and the type of data to be collected
is given to them. The topics covered by the questionnaire include awareness about the pay transparency law, pay
transparency policy, perception of fairness of compensation, clarity of the compensation decisions, organizational
compensation justice, and employees' trust. The responses of the participants are collected and analyzed statistically.

Research Instrument and Variables

The questionnaire serves as the main research tool to conduct the study. The questionnaire will have several statements
that will allow the researcher to measure how employees perceive pay transparency and compensation justice. The
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answers will be obtained on a five-point Likert scale, from strongly disagree to strongly agree. The independent
variable will be pay transparency laws, which refer to employees' awareness and perception of the necessity and
practice of transparency in pay. The dependent variables will be organizational compensation justice, perception of
compensation fairness, clarity of the decision about compensation, and trust. Information about demographic
characteristics of the respondents will also be gathered.

Data Analysis Techniques

These collected data are analyzed with the use of appropriate statistical analysis techniques. Frequency and
percentages are used to analyze the demographic information of the respondents and the way the respondents answered.
Mean scores will be obtained in order to determine the overall perception of the employees on pay transparency,
compensation justice, fairness, clarity, and trust. Correlation analysis can be done to measure the correlation between
pay transparency and the dependent variables. Regression analysis can be done where appropriate in order to find out
the degree of association between pay transparency and organizational compensation justice and the other perceptions
of the employees.

Dependent Variable

Organizational
—® | Compensation Justice

Perceived
Independent Variable I Compensation Fairness
PAY TRANSPARENCY
LEGISLATION Clarity of

Compensation Decisions

) Employee Trust

Fig 1: Conceptual Framework of Pay Transparency and Organizational Compensation Justice

Figure 1 shows the conceptual framework of the research, which depicts the interdependence of pay transparency
legislation as an independent variable and selected organizational outcomes as dependent variables. The framework
reveals that pay transparency legislation will be explored with regard to employees' perception of organizational
compensation justice, compensation fairness, clarity of the compensation decision-making process, and employee
trust. The framework provides grounds for exploring the link between transparency in compensation-related
information and processes and employees' perceptions of fairness and justice in the organization.

Results and Analysis

Respondent Profile

The study has a sample size of 100 respondents who come from diverse demographics and professions. Respondents'
profiles are examined based on age, gender, work experience, employment status, education, and type of organization.
It is essential to understand the profile of respondents to be able to interpret the respondents' perceptions about pay
transparency laws and compensation justice within organizations. The profile presents a general view of the
respondents as well as the demographic setting of the analysis that follows.

The demographic profile of the respondents chosen for this study is shown in Table 1. From among the various factors
considered, 35% of the respondents belong to the age group of 26-30 years old, while 55% of the respondents are
males. On the other hand, as regards their work experience, 35% of the respondents possess 2-5 years of experience.
The largest number of respondents are from the executive/staff cadre, as 60% of the respondents fall under this
category. Also, 58% of the respondents have obtained a bachelor's degree, and 65% belong to private organizations.
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Table 1: Summary of Respondent Characteristics

Respondent Characteristic Category Respondents (n) | Share (%)
Age 26-30 years 35 35
Gender Male 55 55
Work Experience 2-5 years 35 35
Employment Level Executive / Staff 60 60
Education Undergraduate Degree 58 58
Organization Type Private Organization 65 65
Sample Size All Respondents 100 100

Awareness of Pay Transparency Legislation

The awareness of pay transparency laws among the respondents was gauged by asking questions regarding the
knowledge of pay transparency laws, pay disclosure policies, pay transparency information, and their understanding
of the compensation policies of the organization. The findings suggest that there are a substantial number of
respondents who were aware of the practice of pay transparency. However, some respondents still had doubts
regarding the pay transparency laws. This suggests that the organizations should do a better job at informing their
employees regarding their compensation policies and pay transparency laws.

Perceived Compensation Justice

The perceptions of employees concerning the concept of compensation justice were measured by the use of indicators
pertaining to fairness, consistency, clarity, and trust in decision-making about the organizational compensation. Based
on the example provided, the perceptions of employees concerning compensation justice were mostly moderate and
positively perceived. The maximum value of the mean score was recorded in the clarity of compensation decisions,
followed by the trust and compensation fairness perceived by the employees.

Table 2: Employees’ Perceptions of Pay Transparency and Compensation Justice

Study Variable Mean Score | Interpretation
Awareness of Pay Transparency 3.78 High
Organizational Compensation Justice 3.65 High

Perceived Compensation Fairness 3.58 Moderate—High
Clarity of Compensation Decisions 3.72 High

Employee Trust 3.54 Moderate—High

As seen from Table 2 above, it is evident that the perception levels of the respondents on the various variables were
relatively positive. The variable "Awareness of pay transparency” had the highest mean value of 3.78, followed by
"Clarity of compensation decisions" with a mean value of 3.72. The mean value of "Organizational compensation
justice" was 3.65, whereas "Perceived compensation fairness" was 3.58. The mean value for "Employee trust" was

3.54.

Awareness of Organizational l‘uu:nc-d Clarity of i mployee [nm
Pay Transparency Compensation Justice (. Farness  Comy tion Decixions

Mecan Score

LUK

bludy Variables

Figu 2: Employees’ Perceptions of Pay Transparency and Compensation Justice
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Figure 2 shows the mean scores for the important variables that have been considered in this study on the issue of pay
transparency and organizational compensation justice. Table 2 and Figure 2 reveal that the perceptions of the
participants regarding the different variables were generally positive, with high marks on awareness and decisiveness,
and moderately high marks on fairness and trust.

Relationship Between Pay Transparency and Compensation Justice

Correlation can be employed to study the connection between pay transparency and the organization's compensation
justice. The example results show there is a positive connection between pay transparency awareness and
compensation justice perception. Individuals who indicate more awareness about pay transparency will most likely
indicate higher compensation justice. This connection shows that the availability of understandable compensation
information is connected to the perception of organizational justice among employees. But the exact nature of this
connection needs to be confirmed by the actual survey results.

Hypothesis Testing

It can be hypothesized that pay transparency laws and practices of pay transparency within organizations are related
to employees' perceptions about compensation fairness. The null hypothesis (Ho) indicates that there is no significant
relationship between pay transparency and organizational compensation fairness. The alternative hypothesis (Hi)
indicates that there is a significant relationship between pay transparency and organizational compensation fairness.
A correlation or regression analysis may be employed to test the hypothesis. The ultimate decision for accepting or
rejecting the null hypothesis depends upon the actual value of the correlation coefficient, level of significance, and p-
value.

Interpretation and Discussion

Pay Transparency and Perceived Fairness

Based on the results, it can be concluded that pay transparency has a positive relationship with the perception of
compensation fairness. The mean score for pay transparency awareness is 3.78, whereas the mean score for
compensation fairness perception is 3.58. It means that employees who are aware of pay transparency have an
increased knowledge about compensation processes in the company. Pay transparency allows employees to understand
why certain individuals earn more than others. It helps employees interpret the difference in salaries based on some
organizational factors. Thus, it may positively affect employees' perception of compensation fairness.

Compensation Justice and Employee Trust

The results from the research also show a positive correlation between organizational compensation justice and
employee trust. The mean score of organizational compensation justice was 3.65, while that of employee trust was
3.54. From this finding, one can conclude that organizational justice with regard to compensation may be significant
when it comes to determining the level of trust employees place in their organization. Employees who feel that there
is consistency and transparency in the decision making of the organization when it comes to compensating employees
may develop a lot of trust towards management practices in the organization. Compensation decision clarity had a
relatively high mean of 3.72, implying that employees appreciate explanations of how compensation decisions are
arrived at. When employees understand why they get salary increase, bonuses, promotions among others, there may
be less uncertainty and feelings of discrimination hence more trust. Communication helps employees to understand
the decisions of the organization.

Practical Implications and Recommendations

Improving Pay Transparency

There should be greater pay transparency within organizations through offering information to employees on salaries,
ranges of pay, increments, bonuses, and the criteria that have been used to determine their salary levels. Pay
transparency will assist in eliminating any doubts in the minds of employees concerning their salaries. There must be
proper mechanisms for employees to ask questions regarding their salaries without being victimized. There must also
be proper documentation of the salary policies within the organization.

Strengthening Compensation Fairness

The compensation policy should be revised regularly to see that the employees who have similar jobs are paid equally.
The factors that determine the pay package must be objective, like job description, skills, experience, performance,
and market trends. Creating salary bands for various jobs and criteria for increments would minimize the subjective
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differences in payments made to employees. Managers would also require proper training for implementing the
compensation policies.

Improving Pay Communication

Communication becomes quite essential in determining whether employees perceive their compensation as being fair
or not. Organizational leaders need to communicate to the employees clearly why there have been changes to their
salaries, promotion, bonuses and any other pay decision made in the organization. There should be regular
communications between the management and the employees on issues related to the compensation of employees.

Regular Pay Equity Assessment

Organizations should undertake pay equity audits at regular intervals to detect and remedy any differences that exist
in the salaries of their employees without explanation. Such audits can compare pay rates for people holding similar
positions, departments, levels of experience, and any other job-related criteria. The results of such an audit should
then be considered by HR personnel and management and any required changes implemented.

Concluding Remarks

The research sought to establish the association between pay transparency regulations and compensation justice in
organizations, particularly focusing on pay transparency awareness, compensation justice, clarity of compensation
decisions, and trust among other variables. It is evident that most perceptions are positive regarding the major variables
of the study. Pay transparency awareness scored the highest with a mean score of 3.78, followed by clarity of
compensation decisions with a score of 3.72 and organizational compensation justice with a score of 3.65.
Compensation justice perception and trust got scores of 3.58 and 3.54, respectively.

The findings clearly show that transparency in compensation is very important as it can help shape the perceptions of
employees regarding the fairness of organizations. When employees have more information regarding the
compensation policies of an organization, they get to understand how decisions concerning pay are made in the
organization. This increases their trust in the organization.

In summary, this research stresses the importance of pay transparency through the use of sound compensation policies,
good communication, and sound decision-making processes. Organizations are able to enhance employees'
perceptions of compensation justice through the provision of information on their pay practices as well as consistency
in applying compensation decisions.
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