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Preface
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Most of all I would like to thank my parents and my sister, who have always believed in me and supported me during my studies. Finally yet importantly, my gratitude goes to my girlfriend Marijke. Without her, this thesis would never have been finished. Marijke, thank you for your great support, informational comments and trust along the way. 

Introduction

It has always been a major topic in numerous academic researches; “Why do people work for each other in a top-down organisation?” Better yet. “Why do some people choose to work for one particular organisation and not in another organisation?” Numerous firms invest substantial amounts of effort and money in the search for candidate employees and try to attract them with slick advertisements and investments in recruitment, sponsorships and gadgets such as lease cars, laptops, mobile phones and even whole apartments. 
Can these investments be used to explain the choices of candidate employees? Does this so-called social status influence the decision of the candidate employees? In economic literature the principal – agent model is used to describe the job decision making dilemma and highlight different problems and answers. While the principal – agent dilemma is a simplified model of a complex problem, it is used to solve difficult problems and comes with a wide area of answers. 
The standard principal – agent model does not suit this example of job decision making. We introduced social status to a model in which the firm offers two rewards, social status and wage, which the employees utilize. This model will be examined and used to solve simplified “employer versus employee(s) interest” questions. As an alternative the contribution of other models on this matter will be examined. To create a new model the other models will not only be examined, but also simulated as a variable in the model.  This will generate different predictions on how certain variables and situations will influence the agent. 

The main hypothesis of this research will be; “Social status influences the behaviour of the worker and the behaviour of the firm, in theory as well as in practice”. 

The three sub-hypotheses which support the main hypothesis are;

1. The type of the workers in some firms will change because of the introduction of social status in the process of finding suitable employees.

2. Some of the firms will act and adapt their strategy in finding suitable employees by decreasing the wage offered to the worker and increasing their investment in social status.

3. The empirical evidence will show that social status contributes to changes in the behaviour of the workers and the firms, with regard to the firm’s investments in social status as well as the wage they offer the candidate employees.

The first two sub-hypothesis are investigated theoretically. With the help of several earlier studies a model is constructed which can be tested. The third sub-hypothesis differs; to get the necessary data on status improving behaviour of the firm, the investments in recruitment and the message send by the labour market communication is examined. Many renowned firms spend a lot of their resources on recruitment, sponsorships and labour market advertisement, the message of these investments is two sided, first, they want to inform the labour market about their existence, second, they want to create an image of their firm, which illustrates their social status.

By objectively assessing the advertisements and job descriptions of several firms within the market for university graduates, with the help of variables used in earlier studies such as schooling and status comparison, I came up with six statements which were answered with the advertisements and recruitment texts I discussed earlier. With the answers of these statements we determined the proclaimed social status of these firms. Comparing the proclaimed social status and the standard wages offered by the firm, the relationship between social status and wages can be verified. 
In the first chapter social status will be explained and explored as a component in the social interactions theory. The main focus will be on how social status is defined and where it originates from (chapter 1.1). How this theory can be helpful to explain interactions and why it can be seen as an incentive (1.2), a summary of findings can be found in the conclusion (1.3). In the second chapter I focus on the related literature, which gives an explanation why I chose this topic to study. The third chapter contains a description of the theoretical model where the new variable, status, is introduced to explain the behaviour of the employers and employees. First, the status variable is put into the model mathematically, second it is explained how the redefined susceptibility of the workers influences the model (3.1) and at last the testable predictions are given (3.2). In chapter four the social status variable from the model is examined empirically with the help of recruitment strategy of firms; first, the method of data collection is discussed (4.1). Second the data of the empirical research are arranged (4.2), analysed, and a comparison between the earlier predictions and the data attained by the empirical research are made (4.3). Continuing with a summary of the findings, from this a conclusion is deducted and recommendations for future research are made.
Chapter 1

Social status in a theoretical framework
Many studies within the field of labour economics start with the following question: “Why do people work?” The reasons for conducting research into the motives of employees or workers are diverse. Yet the results should create possible policy changes and incentive managing potential. Let us concentrate on one of the most influential theoretical frameworks nowadays; the Principal – Agent theory. This theory not only shows why people work and which incentive has probably the most weight on the motivation of the workers, but also recognizes the limitation of this relationship. As this principle is a simplification and just contains one of many incentives at work, numerous alterations can be made for different settings.
After answering the first question partially and looking for what is left to describe; we focus on the next dilemma in this field of research: “Why do some employees choose to work for firm A instead of firm B within the same market? “ Recent studies of this hypothesis focus on the social side of working, instead of the financial side. Non-monetary rewards are often valued by employees. Social interactions such as; respect, trust, attention and status, could alter the preferences of the employees and so, the level of effort. On the other side, the rewards can be perceived as intrusive or exploitive. Respect can be seen as a reward, but in certain settings when a monetary reward is absent, the perception of the employee can be as such that respect is a formal way to disdain the person’s productivity as not sufficient for a financial payment. Trust is valued as well by the employees, but the trust must be mutual. If an employer takes advantage of this trust, the trust will give disutility.
Coherent with the other interactions social status is a non-monetary reward that can be positively valued by a worker. Yet, as it is a subjective form of appreciation for the worker and rather difficult to assess whether it is present, rather difficult to study. Many (candidate) employees are idealists, and partly value working for a firm for the satisfaction of the idealistic image of this employer, both in their own minds and in the eyes of others. Certainly, the salary of the employees in the non-profit sector is substantially less than they would be in a comparable job in a for-profit firm, as the paper of Frank (2003) has shown. Some workers clearly care deeply about the reputation of their co-workers and/or the status of their organisation.
There are two reasons, further explained in the paper of Ellingsen and Johannesson (2007), why a match between an employer and a certain non-profit employee can be problematic. First, if outsiders were to believe that working for this employer is the same as working for any other private employer, totally compatible with the self-interested and materialistic orientation, and allegedly the same salary. The employees could loose social esteem. Second, for some workers, when co-workers are not willing to work for the employer for equal benefits, this suggests that the co-workers do not see appreciate the status benefits as much as the employee does. This could indicate that these benefits are absent. Presumably, this is one of the reasons why non-profit organisations tend to send one clear signal about their financial compensations.
Yet, the actual components which trigger the appreciation of social status are highly debated. The definition of social status is can be seen as vague, so several predictors have been used for measuring social status and defining social status. In the next paragraphs the terminology of status will be explained and defined for this line of research.
1.1 Social status
That people care about their position in society is evident every day. The decision making process of a person in many situations takes into account the, by the surroundings perceived, status the decision gives him. Status can depend on the own perceived status, the status perceived by the personal environment and the status concerns of the individual how he or she is perceived by the world. 
If we concentrate on the status of a certain job or doing certain work, there are several possible explanations for the enhancement of utility and the appreciation of non-monetary benefits.
Fershtman, Hvide and Weiss in there paper (2003) contemplated that one of these explanations was the comparison between people. They assumed that social status is a ranking of individuals (or groups of individuals) in a given society or organisation, based on their traits, assets and actions. 

“A person of high social standing expects to be treated favourably by other individuals with whom he might engage in social and economic interactions. This constructive conduct can take many forms: transfer of non-market goods, influence; for instance letting the high status person be the leader, modified behaviour; such as deference or cooperation and emblematic operates such as showing respect.
Because of these social rewards, each person seeks to increase his status through group membership and a suitable choice of actions. Status ranking are relative in nature and individuals compare themselves, and are compared by others, to other individuals within some reference group. Depending on the nature of the social and economic interactions, the reference group may include members of the family, colleagues at the place of work, members of the same ethnic group, or members of society at large.”  (Fershtman, Hvide and Weiss, 2003; pp. 4.)
In retrospect, the comparison of workers on different levels could influence the perceived social status of the workers. The workers compare their job with inside and outside opportunities and other jobs.
Furthermore, the worker does not only derive their status benefits from the association with their co-workers. Workers who are more attached to their work place may compare their social status to the social status of individuals working for another firm, for instance family members, friends, associates of the same social standings, fellow citizens or to a random member of the society. Obviously, the workers care about his their social status not only because of the possible social benefits, but also because of the future benefits that can be obtained through the increase of wages after they are being promoted to non-starter job. Different workers could have dissimilar preferences over these diverse gains. Hereby we mean that some could consider social status as more valuable, relative to wages alone, than others. In this research we will analyse this possible heterogeneity too. 
In this research the firms are the ones that can influence the level of social status, because we find the conditions in which firms can influence their social status via some actions more interesting from an empirical point of view. The main instruments by which firms can influence their social status are the choice of investments in social status and the amount of wage offered to do the job.
The assumption that social status depends only on comparison and ranking is limited, because individuals can earn merit and esteem by earning a higher wage in comparison with other individuals, as the analyses of Fershtman, Hvide and Weiss (2003) inferred.
Comparison of means is partly explaining the differences in behaviour. Also topics such as trust (Berg, et al, 1995), peer pressure (Falk and Ichino, 2006), Identity and Respect (Bird, 2004) are examples of social interactions which influence the employees and/or employers to change their behaviour and strategy. In one way or another they contribute to the worker’s self-awareness and so, to a higher social status.
As defined earlier we have to keep in mind that comparison of means is not the only indicator of the social status level, also many studies see the level of education as the main influence on the level of social status.
Several studies have shown that education should be considered as a key indicator of social status. Earlier studies by Featherman and Stevens (1981), Fershtman and Weiss (1993) and Fershtman, Murphy and Weiss (1996) saw education as a variable evolve from the determining predecessor of status to an indicator of social status. Yet, the first time social status was introduced as a determinant looks more promising and has more explanatory power than the definition later on.
The first person to introduce the concept of status as a technical term was Max Weber (Weber, I978). His definition of the term status was both rigorous as controversial. He saw status as an ‘effective claim for social esteem’, by which he meant that occupations were ‘status groups’ or ‘a plurality of persons who, within a larger group, successfully claim a special social esteem’. He also argued that occupational status is relying on the amount of training required for specialised positions within a firm and the possibility of receiving a higher payoff in the future.  
Empirical studies of Duncan (1961) and Nam and Powers (1983) analysed subjective evaluations of occupation’s status by scaling the observable characteristics of occupations. The results were clearly assigning a good score in the mean education (or the percent with high school education) as a key determinant for naming an occupation ‘high status’. The other determinant that showed to be informative was the mean wage.
Schooler and Schoenbach (1994) explained in their work that the definition of socioeconomic status is difficult to assess and apparently different in countries around the world. Yet social status is highly related with the level of education. When opting for occupational status as the main component which to compare empirically to the conception of social class, they are pointing to what is probably the leading sight of the nature of occupation in worldwide sociology-socioeconomic status.  There is a fundamental resemblance in relative rates of social mobility in all industrial nations. They believe agreement across all countries in the hierarchical ranking of occupations, and the apparent agreement of socioeconomic distance as the method of measurement for this ordering, coming from the same economic powers of supply and demand that have obvious and equivalent types in these industrial countries. So, there are plausible reasons for making such an assumption. 
Another example of a theory contemplating that education can be seen as a predictor for status is the human capital theorem. As Smith (1990) contemplated, this theory tries to attempt to estimate rates of return to education. This theory was created to help explain the decisions on distribution of earnings and income. The main assumption of this theory was the relationship between earnings and individual productivity, which where depending on individual capacities. As this theory predicted, high education will lead to high earnings, yet, the empirical evidence did not give enough evidence for this theorem, if we look at the highest groups of educated in the beginning of their career.  

As we can see there have been derived two main drivers for explaining social status that can be analysed and contemplate the use of social status; comparison and education. 
1.2 Status as an incentive
The previous paragraph described the definition and origin of social status within the field of economics and sociology. Rather than just describing social status this research assumes that status is an incentive for both firms to attract and reward employees and for employees a determinant for decision making. 
The evaluation of the decision making process within the field of economics distinguishes itself from other studies by the conceptualization of workers as decision makers endowed with preferences, forming expectations, and facing constraints. Preferences are given formal expression through utility functions, expectations through subjective probability distributions, and constraints through choice sets. Economists usually go on to assume that workers maximize expected utility, but we shall not require this degree of specificity for the present discussion. In economic terms, workers are the units who interact with one another.
Within agency theory the worker is not important as a person in flesh and blood, but rather his or her position as a decision maker. The question whether and how workers interact is uncomplicatedly answered by the concept that a worker is a decision maker. Workers interact with each other by their choice of action. The actions of all the workers in the field are affected by the action chosen by one worker; given the preferences, constraints and expectations of these workers. 
Yet, the worker cannot be motivated by an increase of status. Status will have a positive effect on the utility a worker can derive by working for a firm with a high status investment. Nevertheless the worker will not choose for a higher level of effort. 

It is striking that, with this knowledge at hand, the employers would not consider the type of actions the worker could choose. The employers choose their strategy of rewarding the workers given the expectations that they have. If the expectations are altered in any way, the strategy of the employers will also be adjusted. The introduction of social status to a model in which both employers and workers are dependent of social status within their decision making process will alter both the strategy of the employers as the decision of the workers, because of these expectations.
For a certain level of standardised ability, given the productivity, the workers want a certain level of status. Combining social status with wages as a decisive utility and as a decision making instrument creates a new model with social status as main driver in the job decision making process.
1.3 Conclusion

In this chapter the following topics were described; first, the definition and origin of social status, second, the possible indicators of social status, and third, status as an incentive.
There are several definitions of social status used in the literature, most of them originated from Max Weber “Effective claim for social esteem”. Based on this earlier term are “The ranking of individuals (or group of individuals) in a given society” and “Claim that for a certain (job) position in society the individual’s level of education must be high”. From these definitions we can deduct comparison, ranking and education as key indicators of social status. If a certain job adheres to these indicators, we can assume that a firm will use this to adjust its strategy as such that it maximizes its profit. The social status can be seen by the candidate employee as an incentive to choose to work for a certain firm.
We can conclude that social status is a difficult to assess part of social interactions within the field of socio-economics, because the definition of social status differs significantly in several studies. Yet, there are several indicators of social status that are overlapping within these studies; education, status ranking and comparison are the most returning characteristics of social status within the socio-economic literature.
In the next chapter we will present and summarize the related literate within the field of social interactions which has been used to base this research on. We will focus on theoretical research containing social status as an interaction between firm and employees, colleagues and between workers in different firms.
Chapter 2
Related literature

The analysis of social status in the field of socio-economics is a part of research towards social interactions in the decision making process. Several interactions between workers can be seen as a search for social status, because of the relationship the variables had on the level of status an employee could attain.

Theoretical research combining the incentive issue of the worker and a social component are plentiful, several recognised researchers on the field of economics such as Fershtman, Hvide and Weiss (2003), Cohen-Cole and Zanella (2007) and Weiss and Fershtman (1998a, 1998b), have contributed to this field by introducing alternative interactions between workers and employers.

Weiss and Fershtman (1998a, 1998b) showed in their brief survey that preferences for social status can affect economic performance in several different ways. Nonetheless, they reckoned that it is hard to conclude the consequences of such considerations in modern societies. It will be necessary to establish the existence of a status ranking. Without status ranking the idea of comparison influencing the perceived status is not possible. The status given to groups, such as the occupations and the status of persons within such groups are perhaps more stable.

Cohen-Cole and Zanella (2007) investigated the effect of status and social interactions on several sources; they found plenty of evidence pointing at the existence of these interactions. Yet, they also take in consideration that identification of social influences says nothing about their cause. They argue that when attempting to approximate the effect of social interactions on economic behavior, people have to take into account the fact that different social effects are probably at work. Consequently, they insist on a multi source investigation within the strategy of a player in the game which will already have implemented the social interaction in her strategy. 

Empirical research on social interactions within the economic theory is still sporadic, as Manski (2000) mentioned in his paper.

“Wanted: Clear Thinking and Adequate Data

Development of an informative, cumulative body of empirical research on social interactions will require clear thinking and adequate data. The very first step must be to get the concepts right. The core concepts of present-day economics preferences, expectations, constraints, and equilibrium-offer a coherent framework within which one can define rigorously and analyze constructively many interaction processes. These economic concepts may not suffice to characterize all of the ways that humans interact with one another, but I cannot envision how social science might flourish without them.” (Manski, 2000, pp.33)
Basically, this should always be the case; empirical studies are the backbone of any theoretical structure. Sadly enough many theories are not tested and just accepted as a part of the economic theory. Setting up an experiment and acquiring data to test certain theories is seen as expensive and time intensive. Yet, without proper empirical proof theories can not be fully accepted. Social interactions and so, social status is one of the theoretical fields where there is a lack of empirical proof. 

Manski (2000) also mentions that data brought to bear must be adequate to make credible inference possible. The practice has been to infer interaction processes from observations of their outcomes. However outcome data do not, per se, provide an adequate foundation for empirical research.
2.1 Corporate reputation
The step from social interactions and status to corporate reputation seems to be farfetched, because the field of research are different from the economic point of view. Yet, reputation and status ranking are not so different from each other. In some studies on corporate reputation there is found evidence of status ranking creating a statistical change in the characteristics of the candidate employees. This can contribute to a theoretical framework.
Recent studies within the field of organisational behaviour such as the paper of Turban and Cable (2003) have shown that the applicant pool characteristics depend on the firm’s reputation. This could be evidence that social status has an influence on the decision of the group of workers which firm would be eligible to assess and pursue as a possible employer. Moreover, the employer could use this information to attain a certain level of status or make the group of workers believe that they could attain this level of status by choosing to work for this firm.

Lin’s (1999) research on channels of job applying showed an interesting fact; the selected channel of application influences the level of attained status when applying for a job. That is why the use of informal channels by itself offers no advantage over other channels. She reckons that, as a fact, informal channels tend to be used by the disadvantaged: females, the less educated, and the less skilled. The status attained therefore tends to be lower. Yet, between those who use informal channels, social assets make a main differentiation. Although this fact several issues remain.

The literature suggests that there is an alteration in the type of candidate employees for a certain firm when social status is inserted into the equation. This information should be helpful when constructing and explaining the theoretical model in the next chapter.

Chapter 3
The Model
Without a framework to model the introduction of status into the decision making process it is difficult to understand what kind of influence the earlier defined social status could have in practice. The model described in this chapter builds on earlier research and the components described in the previous chapters.
3.1 Social status and wage as rewards
This model gives a theoretical view of the labour market; the analysis will produce a number of testable hypotheses. The assumptions are based on earlier research of the principal – agent dilemma with status and other incentives. The standard models of Bénabou & Tirole (2003, 2006) and Ellingsen & Johannesson (2007) are used as examples and altered by introducing social status as non-monetary reward of working for a certain firm. The idea of comparison of wages in the model of Fershtman, Hvide & Weiss (2008), which showed the potential importance of social status, is also used as an example for this model. Status is a good that is produced by the firm and creates value for the candidate employees. 
Consider an economy consisting of a large number of workers and firms. Each firm has one position for a worker (i). Firms offer a wage contract 
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 for the position and workers choose in which firm to work, depending on the contracts they are offered and the characteristics of the firms. The workers are free to choose between firms and switch from employer; also there are no entry or exit costs for the firms.
Production of the firm: Assume that the production of the firm is unrelated with the wage and the status investments. The output is determined by the productivity of the worker (
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Status of the firm: Assume that all the workers in the economy perceive the exact status of all the firms. This information is public and the potential workers can assess the social status of all the firms upfront, without ever having worked for the firm. The social status is also made public by the firm itself; they promote their status on the market with labour market advertisements. The firms in this model can improve their status 
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 by investing in a diversity of status improving activities such as recruitment events, sponsorships, awards, cooperation with famous events, having charismatic/famous people working at the firm/ promoting the firm, etc. The status of the firm is identically perceived by all workers in the economy, yet the susceptibility 
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of the workers for the status is different. A firm’s status is equally appreciated by all workers with the same susceptibility, given the level of investment in status by this firm.

A principal’s payoff is described by:
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Preferences of the Workers: Workers are risk neutral and their utility (
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) is assumed to be depending on wages and social status. All of the workers are believed to care about the status of the firm they work in 
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. The perceived social status is captured by the difference in the status investments of their firm compared with the status investments of all the firms in the market; that is 
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, which is the average status of the other firms in the market. The workers are attracted to the status of their firm or do not care much about the status of their firm. β is the level of susceptibility which the worker has for status.
An agents’ utility function is:
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Susceptibility of the workers: there are two types of workers, 
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. Both types of workers get a positive utility from the investment in status by their firm, but type 
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 cares more about the status than the other type of worker. Also, either type knows how susceptible they are to this status. The firms know which type of worker the worker has.
The proportions of type 1 (
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) and type 2 (
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) workers in the population are Δ and (1 − Δ), respectively, where 0 < Δ < 1. Thus, Δ represents the degree of diversity, where Δ = 1 and Δ = 0 represent homogenous populations while Δ = 1/2 is a fully diverse society with two types of equal size. 
Determining wage/status package: the firm needs to develop a reward for the services of the worker. If the reward is adequate the worker will choose to work at the firm. To define the optimal combination of wage and social status the firm maximizes the utility of their worker.
Given the characteristic of the worker that the firm wants to have, 
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, the firm chooses its optimal investment in social status and the wage contract. With the free entry clause of firms in mind, the zero-profit condition 
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There are only two variables that change the course of action when we consider the starting wage and social status; we look whether the worker would change firm when the characteristics are altered. Next, I will maximize the wage/status package with the zero-profit condition as the restriction. 
The associated Lagrangian is 
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Differentiating the Lagrangian with respect to wage and social status, we have
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Substituting the values back into the Lagrangian and solving the equation for optimal status and wage, given the level of susceptibility (
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). We see that the associated levels of social status  
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 (equation 6a and 6b) and the wage parameters 
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 (equation 5a and 5b) must maximize the total surplus of the firm and the worker for a certain level of ability. As equation 4a and 4b suggest; the effect of average investment does not affect the investment in social status of the firms. 
Optimal wage/status package: I denote the optimal wage 
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 and optimal status 
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. Equations 5a and 5b show the wages set by the principal to keep the worker at their firm. The wage that the firm offers to its worker, when the susceptibility of his workers is low, is higher than when the susceptibility of his workers is high, if we consider that the workers have the same ability.
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Equations 6a and 6b show the level of investment in social status that the principal sets to attract the worker at their firm. The investment in social status that the firm does, when the susceptibility of his workers is low, is lower than when the susceptibility of his workers is high, if we consider that the workers have the same ability.
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Consequently, the wage and status depends on the ability of the worker, but if we assume that the susceptibility is different per type and the workers have the same ability, some employees will accept a lower wage working for a high status firm above a higher wage at a low status firm. Also, some workers would only accept working for high status firms, while other workers only accept working for a low status firm. The characteristics of the applicants will be different per firm, determined by the status of the firm.
Average social status: the firms maximize its investments in social status without taking into account the average social status in the market. This infers that the average social status (
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) is of great influence on the appreciation of social status. Only when there is a difference between the investments in social status of the firms within the market and the group of workers is diverse in their susceptibility (0 < Δ < 1), social status influences the utility of the worker. Given these considerations the level of average investment in social status (
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) becomes bigger or the number of workers in the market with high susceptibility (Δ) becomes higher.
Testable predictions: from this model we can deduce a number of theoretical results. We should asses whether these results are reliable in practice. To test this, we have to compare the hypotheses attained from this model with empirical data. 

This theoretical model shows two main hypotheses that can be tested empirically. First, an increase in ability of the worker will generate an increase in output; the increase of output will generate a higher wage for the worker. Second, if we do not take the level of ability and output into account, an increase in status will generate a decrease in wage. 
3.3 Conclusion
In this chapter I have described a theoretical representation of the labour market, including wages and social status as incentives for the agents and as method of rewarding for the principals. We concentrate on the situation where the firms are making two products that are valued by the workers. The assumption of different susceptibility between employees is important for the model, if we presume that the workers have the same productivity. When there are no differences in the susceptibility of status between workers, the optimal value of investing in status for the principals would be identical, and so, each firm would offer identical wages to its employees.
The results of these theoretical models help us to solve the first sub-hypothesis. In the hypothetical state of the first model some firms will invest more in social status while offering a lower wage, depending on the susceptibility of the workers, if we presume that the productivity is identical for each worker.
In the next chapter the empirical research will be shown. First, there will be explained how the strategy of the principals, illustrated in the model, can be measured. Second, the results of the tests are described.
Chapter 4
Empirical analysis
The theoretical model, formulated in the previous chapter, consists of several variables. The main conclusion of the model is that firms, which employ workers that have a high susceptibility for social status, offer a lower wage to their candidate employees, while firms that employ low susceptible employees offer a higher wage, given that the workers are equally productive. In this section I will study the variables wage and social status, to test whether social status influences wage, with an assembled dataset of the firm’s investments in status.
4.1 Data collection – social status
Rather than just trying to measure the social status obtained by the workers, what would be really difficult because the reliability of the data would be low, we concentrate on the message send from the firms to the job market. In this case, the investments in social status the firms are doing. 
For example, firms which carry out many socially responsible activities, and so, invest in corporate social performance, were seen as more attractive employers for the candidate employees than firms with a low investment in corporate social performance.
Consequently, recruitment and firm’s recruitment strategies can be used by the firm to inform the job market concerning the social status it supplies and will increase the awareness of candidate employees regarding the social status of these firms. We have chosen to obtain data from firms that hire academically schooled workers in the section economy, business, finance and law. Concentrating on the advertisements of these firms intended for candidate employees with these characteristics. As a result, we can obtain the level of social status from the messages send by these firms.
This strategy will for a part present the possible social status the employees could, allegedly, derive from working in this firm. Although the level of social status in practice will differ from the one projected by the recruitment strategy, still the firm will try to inform the candidate employees about their status. Earlier research of Ng and Burke (2006) on job search strategies supports this theory.
In the first chapter the key characteristics of social status were described and the variables, which could be seen as a sign of social status of a firm, were explored. The next step in this empirical research is obtaining possible measures of these variables. 
To enable a trustworthy level of analysis we need to insert a control variable and two advertisement characteristics. Job characteristics are important to take into account because these characteristics can influence the wages and the exposure of social status as well. 
The three variables that need to be made measurable are: 1. Wage, 2. The level of Ability and 3. Measure of Status (External comparison by the workers). As a extra variables we also deduced two job characteristics. 
The advertisement and recruitment strategy are made visible by the firms in their advertisements and recruitment events. By objectively assessing these advertisements and recruitment events on their message, and so, on the strategy they have used, data on the three variables can be gathered. The research looks at several characteristics that the advertisement has or does not have. The results are inserted as dummy variables to explain the difference between wages offered by the firms.
The advertisements and recruitment texts were gathered from publications in student information magazines, programs of recruitment events, student association’s magazines and career websites. If the firm had more than one advertisement or recruitment text, the advertisement intended for business students was used to gather the data for this particular firm.
To remain objective, the information in relation to the wages of the firms was attained from a different source after all the firms were assessed and the statements were answered with a true or a not true, and numbered accordingly.
1. Wage

· Mean starting wage of the firm for academically schooled workers
2. Level of Ability
· Only students with excellent results on their diploma are accepted in the firm.
3. Measure of Status; External Comparison by the worker,
· Advertisement suggests the firm is the best in their field of work.
· Advertisement contains a reference to a top employer prize or sponsorship to a famous event.
In chapter one we described the importance of status ranking for the appreciation of a firm by employees, if a firm is high in the ranking, it offers social status for the employees working in this firm. By assessing the firm’s advertisement and recruitment with the help of both these statements, we look for an advertisement strategy in which the firm tries to let the employees think that their firm issues higher status than other firms in the market. With the first statement we search for direct evidence of favourable evaluation between the firm and other firms in the market. With the second statement we look for indirect comparison of reputation by an external source.
Jjob characteristics
· The numbers of hours work in the contract is mentioned in the advertisement.
· The wage of the position is mentioned in the advertisement.
The statements on contract details are needed to inform us about the restrictiveness of the job; if the employer does not give the information about the job characteristics such as numbers of hours work and the wage, than the employers do not have to use these characteristics to motivate the future employees to choose for their firm. The main objective of the advertisement not containing this information will be to show their employees and their future employees that the firm reputation benefits are high; all other information would be considered irrelevant by the candidate employee.
4.2 Summary statistics
In this empirical research we collected data from 104 firms in the Dutch labour market. The answers of the statements acquired from the advertisements and wages were sequentially inserted into the equation. Next, we will elaborate the acquired data and show some features. 
Most of the statements had a distribution of ‘true’ and ‘false’ that was almost uniform (41% to 48% ‘true’). Only the statement “Advertisement suggests the firm is the best in their field of work” was almost twice as much ‘false’ as it was ‘true’.  (See Graph 1)
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Graph 1
The average mean starting wage for academically schooled workers of the 104 firms was € 33033,42. The wage includes all payments such as, bonuses and premiums, but excludes benefits in kind.
4.3 Data Analysis – Results
In this chapter the results of the analyses are presented. All analyses have been carried out in Eviews. 
First, the statements, defined in the previous chapter, are used to analyse the mean starting wage of the different groups, by dividing the firms by their advertisement message and look at the average mean wage of these groups of firms. In table 1 the results of the different groups are presented.
	Table 1, differences in mean starting wage per statement
	
	

	N = 104
	True
	Not true
	Significantly

	Statement:
	Mean wage
	Mean wage
	Different?


	1. Advertisement suggests the firm is the best in their field of work
	€ 30706,74
	€ 34337,12
	Yes

	2. Advertisement contains a reference to a top employer prize or sponsorship to a famous event
	€ 32940,34
	€ 33096,95
	No

	3. Only students with excellent results on their diploma are accepted in the firm
	€ 30782,09
	€ 34699,38
	Yes


	4. The numbers of hours work in the contract is mentioned in the advertisement
	€ 34792,59
	€ 31582,97
	Yes

	5. The wage of the position is mentioned in the advertisement
	€ 34479.32
	€ 32069,50
	Yes


Four out of the five statements do divide the groups as such, that there is a significantly difference in mean wage per group. The first statement measures the level of external comparison. Later in this research we will name this statement External Comparison 1. There is an 10,6% decrease in mean wage of firms that have an advertisement suggesting that the firm is the best in their field of work. The test infers that External Comparison 1 has a significant negative effect on the mean starting wage. 

The only statement that is not creating groups with significant different mean starting wages is statement 2; “Advertisement contains a reference to a top employer prize or sponsorship to a famous event”. There is no significant difference between the groups. We will refer to this statement as External Comparison 2.
Statement 3 measures the Ability of the worker. There is an 11,3% decrease in mean wage of firms that have an advertisement suggesting that the applicant has to have excellent results (statement 3). This is significant but does not confirm the expectations discussed in the last chapter.  
Statements 4 and 5 show whether job details are mentioned in the advertisement. We can conclude that the mean starting wage significantly rises (with 10,2% for statement 4 and 7,5% for statement 5) when the job details; the number of hours work and the wage, are mentioned in the advertisement. 
Regression
For the test we need to make a linear regression analysis with wage as dependent variable and Ability, External Comparison and a Control variable as explanatory variables (see table 2). Only one statement has a significant impact on the dependent variable mean starting wage. Consequently, only Ability can be seen as significant. Both the statements concerning External Comparison are not significant and are contradicting, but if we take in mind that the External Comparison 2 did not show a significant effect on wage and the number of observations are quite low, the statement could be informative when we would acquire more observations. A control variable was added to check the test.
	Table 2                                              Coefficientsa

	Model
	Unstandardized Coefficients
	
	t
	Prob.

	
	B
	Std. Error
	
	
	

	1
	(Constant)
	34305,09
	1287,835
	
	26,638
	0,0000

	
	Ability
	-3066,840
	1129,227
	
	-2,7159
	0,0078

	
	External Comparison 1
	-1737,108
	1423,829
	
	-1,2200
	0,2253

	
	External Comparison 2
	1202,997
	921,815
	
	1,3050
	0,1948

	
	Control variable
	360,927
	2334,747
	
	0,2704
	0,7874

	a. Dependent Variable: Mean starting wage. No. observations: 104, R2 = 0,19983


The results of the regression analysis shown in table 2 are not in line with the predictions. Ability seems to have a negative effect on wage, this is contradicting with our expectations. Two explanations for this phenomenon are first, the way of measuring ability, and second, the role of future income. We concentrated on workers with the same years of schooling and similar education, the minor difference between the ability of the workers could change the results. The high able workers could be less productive by the firm in the first years because of extra schooling; the wage of these workers would rapidly increase in the next years. Future earnings could make the results unclear.
4.4 Conclusion

In this chapter, I have described the method I have used to perform the empirical research and the results of the empirical analyses. The unique data on advertisement and recruitment messages shows us some remarkable results; all but one statement creates two groups of firms with a significantly different mean starting wage. This without any prior knowledge of the starting wages of the firms.
The indicators ability and external comparison are used in this research to explain differences in mean starting wages of a group of firms. Only ability proofed to be significant in all regressions, but the significant difference of ability contradicted the prediction from the previous chapter. External comparison proofed to be significant if it was used as only predictor of social status, but showed a diffuse result if it was combined with Ability. Overall, I can say that my theoretic model and the predictions are not in line with the test results of the gathered dataset.

Summary & Concluding remarks
The goal of this thesis was to search for an alternative view of social status. I tried to answer the following research question:
“Does social status influences the behaviour of the worker and the behaviour of the firm, in theory as well as in practice?”
Before I answered this question, a short explanation was given of the term social status. First, the definition and origin of social status, second, the possible indicators of social status, and third, status as an incentive were explored. Subsequently I made a theoretical model on wage and status, which resulted in two main predictions. To test these predictions with empirical data, I have assembled a dataset and used a regression analyses.
There are several definitions of social status used in the literature, most of them originated from Max Weber “Effective claim for social esteem”. Based on this earlier term are “The ranking of individuals (or group of individuals) in a given society” and “Claim that for a certain (job) position in society the individual’s level of education must be high”. From these definitions we can deduct comparison, ranking and education as key indicators of social status. If a certain job adheres to these indicators, we can assume that a firm will use this to adjust its strategy as such that it maximizes its profits. The social status can be seen by the candidate employee as an incentive to choose to work for a certain firm.

We can conclude that social status is a difficult to assess part of socio-economics, because the definition of social status differs significantly in several studies. Yet, there are several indicators of social status that are overlapping within these studies; education, status ranking and comparison are the most returning characteristics of social status within the socio-economic literature.
Next, I have described a theoretical representation of the labour market, including wages and social status as incentives for the agents and as method of rewarding for the principals. We concentrate on the situation where the firms are making two products that are valued by the workers. The assumption of different susceptibility between employees is important for the model, if we presume that the workers have the same ability. When there are no differences in the susceptibility of status between workers, the optimal value of investing in status for the principals would be identical, and so, each firm would offer identical wages to its employees.

The results of these theoretical models help us to solve the first sub-hypothesis. In the hypothetical state of the first model the firms will invest more in social status and offering a higher wage, when the ability of the worker increases. If we presume that for each worker the ability is identical, some firms will invest more in social status while offering a lower wage, depending on the susceptibility of the workers.
The unique data on advertisement and recruitment messages shows us some remarkable results; all but one statement creates two groups of firms with a significantly different mean starting wage. This without any prior knowledge of the starting wages of the firms.

The indicators ability and external comparison are used in this research to explain differences in mean starting wages between groups of firms. Only the parameter ability proofed to be significant in all analyses, but the significant difference of ability contradicted with the prediction of the theoretical model. External comparison proofed to be significant if it was used as only predictor of social status, but gave a diffuse result if it was combined with ability. 
The main conclusion of my thesis is that I did not proof that social status influences the behaviour of the firms or workers as described in the model, because my theoretic model and the predictions are not in line with the test results of the gathered dataset.
Discussion & Limitations
Discussion

This research contains several assumptions and disregards several important variables, this is logical when we try to model a specific behaviour. Without any doubt some variables could influence this research as such, that its reliability will be unconvincing. Of course, also some assumptions will prove to be wrong. The model is based on earlier research effectively claiming some of the assumptions and variables to be reliable. As I have mentioned earlier in this thesis social status is a complicated to assess part of the socio-economic literature.

Checking whether statements on advertisements and recruitment texts are true or false is not a standard procedure to measure the social status of a firm, yet, as stated in the second chapter of this thesis it is difficult to find alternative ways to measure non-monetary rewards such as status. Whether this method of research has a high validity is rather doubtful and other methods could reveal more information on social status.

The data analyses show us that the parameter ability has a significant negative effect on the wage, this seems highly unlikely. If we take into account that only data on jobs for academically schooled workers of a particular background is used, the assumption that the statement measures ability can be inconsistent, even more if we take into account that these statements were a claim of the firms. 
Limitations

Data

The data on mean wages and status of firms I have used are from different sectors in the market. An interesting alternative for further research could be to use data from one sector only or compare different sectors. For example we could analyse the data of the public sector versus the private sector. This data gives a more reliable benchmark to compare the mean starting wages and there will be less interference with other variables, such as difference in years of education and motivation. We could compare the recruitment of low productive jobs with high productive jobs, whether the need for status is present in case of low able jobs, this between sectors and within the firms. To enrich the analyses of this research data on the wages of the firms, mid-career and executive jobs could be introduced. This will enable us to determine whether the future earnings are included in the wage contract. For this process we also need to add the chance of promotion within the firm.
Other variables

There can be other unidentified parameters that influence social status, for example culture. Earlier research by Duncan (1961) on corporate reputation showed that the reputation of certain jobs depends on the culture within the reference group. In some cultures entrepreneurs are seen as having a high status job, other cultures see doctors as having a high status job.
Future research
The theoretical model created in this thesis has some assumptions that are interesting for further studies.  For example the characteristics of these “status susceptible” employees can be explored.
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� Tested with an independent sample T-test at a significance level of 0,05.
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