
ABSTRACT

Avent, Dustin Robert. Organizational Politics and Relational Inequality: The Generation 
of Wage Inequality in the Production Process. (Under the direction of Donald 
Tomaskovic-Devey). 

Previous research on stratification, primarily shaped by the status attainment 

tradition, has analyzed inequality as a function of individuals’ statuses within a whole 

economy as opposed to relations among social groups embedded within organizations.  

Surprisingly, little research has been conducted on how relations among actors within 

organizations generate inequality.  First, I critique this previous research for not 

analyzing relations within organizations.  I then develop a model for understanding how 

social relations within organizations might generate income inequality.  In this model, 

these relations are characterized by groups of actors struggling to appropriate portions of 

the surplus generated in organizations.  These groups are organized around both material 

power and status-based power within the production process, both of which generate 

group-based conflict and struggle for the extraction of economic rents.  Such rents form 

the basis for income inequality.  Finally, I empirically assess this model using a sample of 

Australian organizations, and confirm that economic rents are generated out of both 

material power and status-based power.  I conclude that relations within organizations 

engender a struggle over the surplus, which creates stratification.  Thus, research should 

begin to focus on the organization as the unit of analysis, specifically on relations therein.  

Moreover, analyses of wage inequality should move toward understanding how actors 

struggle to appropriate portions of the surplus in organizations.
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Classical statements on stratification have placed the generation of stratification in 

relationships within organizations.  Both Marx and Weber constructed conceptual schemes 

for understanding the generation of inequality.  Marx argued that stratification originates in 

the relations of production.  These relations define who controls both the labor process and 

the surplus generated in production.  Weber argued that inequality is generated in exchange 

relationships in the marketplace.  An individual’s relationship to the marketplace, or relative 

power in the market, determines his or her access to resources, which generates inequality.

What both Marx and Weber have in common is that they are looking at relationships between 

individuals to understand inequality.

However, twentieth century theorizing and research on stratification shifted from 

studying relationships between individuals to studying abstracted individuals in an economy 

(Blau and Duncan 1967; Davis and Moore 1945).  While this approach may be useful for 

explaining mobility patterns, it has left us with little understanding of how stratification is 

actually generated.  Moreover, it creates a picture of stratification as either societally 

functional or simply the creation of market forces, both of which may be incorrect.

I will first trace the history of stratification research, from status attainment models to 

current models of organizational politics, noting methodological and theoretical problems of 

research in this area along the way.  Given this historical backdrop I will lay out the 

theoretical focus for this paper, in which I argue that stratification is generated out of 

relations in production, which are located inside organizations.1  In asking what are the bases

of stratification I conclude that stratification is generated out of a process of political struggle 

1 In this paper I distinguished between relations of production and relations in production.  Consistent with 
Burawoy (1979) I use the term relations in production to denote any social relation between those involved in 
production on the shop floor that is not directly related to the capital-labor relationship.  Consistent with Marx I 
use the term relations of production to denote the relationship between capital and labor.
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within organizations to appropriate portions of the surplus, or economic rents. Finally, I 

demonstrate this process analyzing data on relationships within organizations in Australia.

Status Attainment and the Stratification of Individuals

In the mid-twentieth century sociologists began conducting empirical research on 

individual stratification (Blau and Duncan 1967).  The basic formula for this line of research 

was the status attainment of individuals, in which sociologists asked how individuals 

obtained their positions in the stratification system.  Thus, their main focus was on the 

attainment of occupational status; that is, individuals’ ability to get into more prestigious or 

rewarding occupations (for a thorough review of status attainment models see Bielby 1981).

Individual characteristics are theorized to determine where individuals end up in the 

stratification system.  Thus, it is a model of the allocation of individuals into an occupational 

structure, but the occupational structure is left unexplained and untheorized.  By focusing 

only on the allocation of individuals into an occupational structure, status attainment 

researchers ignored the nature of this structure, its relationship to production (or lack 

thereof), and how social relationships within organizations generate inequality. When they 

do account for the occupational structure they assume that this has some relationship to the 

organization of the economy.  However, many researchers have noted that occupations are 

collections of diverse jobs with much internal variation (Baron and Bielby 1980).  Thus, the 

occupational structure is not the correct object of analysis of the economic structure. 

As a model of allocation status attainment research takes individuals as the basic unit 

of analysis.  This makes sense if one is simply concerned with how resources are allocated to 

individuals, and how individuals are allocated into jobs.  However, in making individuals the 

unit of analysis status attainment researchers ignored the social relationships that individuals 
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in an economy have to one another.  For research purposes, individuals become isolated from 

one another.  Stratification, however, is derived from the relationships among jobs and 

individuals within those jobs in organizational contexts (Tomaskovic-Devey et al 2005; 

Nelson and Bridges 1999).  Inequality is a product of social relationships not individual 

characteristics, thus individuals should not be the unit of analysis.

Social Relations as Generating Inequality

By the late 1970s many stratification researchers were noticing these problems in 

status attainment research (Wright et al 1982; Bielby 1981; Horan 1978; Wright and Perrone 

1977).  Bielby (1981) argued that models of status attainment could not give us a complete 

picture of stratification.  In particular, he concludes that status attainment cannot explain how 

inequality is generated.  It is a gradational model of inequality based upon the assumption of 

a neoclassical or functional market where individuals are placed into an occupational 

structure that seems to have little to do with social relations.  Given these problems, a few 

researchers began to adjust their theory to reflect relational models of stratification.

Erik Wright presents the most consistent and formidable attack on the theoretical 

construction of status attainment models.  He and his colleagues developed a model of 

stratification (which was continually refined) based on class categories derived from the 

Marxist notion of the relations of production (Wright 1997; Wright 1985; Wright et al 1982; 

Wright and Perrone 1977).  It is in these relations that inequality is generated.  The owners of 

the means of production extract surplus value from workers, which is the basis for income 

inequality.  Wright complicates this picture by introducing contradictory locations within the 

class structure to explain the economic position of the middle classes, but these locations are 
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still based on relations to production.2 Individuals in contradictory positions receive a larger 

share of the surplus, yielding them higher wages, because of capitalists’ dependence on their 

particular function in the capitalist labor process.

The important point in Wright’s model is that relationships are the specific

mechanisms that generate inequality: exploitative relations of production.  Where Wright 

falters, however, is that he fights the status attainment researchers on their own turf.  That is, 

his analyses are at the aggregate level of individuals across an entire economy.  The problem 

that many critics soon after noted is that wages are usually attached to jobs inside firms, not 

individuals.  Wright understands that inequality is generated in relations but misses the 

organizational base of these relations.

Organizational Basis of Inequality

Baron and Bielby (1980) argued, similarly to Wright, that occupations are not the 

correct unit of analysis to understand inequality, but unlike Wright they want to bring the 

firm back into the analysis of stratification.  They argue that organizations are the most 

appropriate unit of analysis because that is where social relations are forged, which then

influence the wage setting process.  The status attainment tradition assumes, and Wright 

shares this assumption, that organizations are simply a microcosm of society largely 

reflecting market-driven processes.  Organizations simply reflect this macrostructure, so that 

patterns of the larger economy are reflected in the relations of organizations.  However, 

Baron and Bielby argue that individuals are embedded in organizations, which is where the 

social relations that structure inequality are located.  We should not assume that society 

2 In all versions of the class structure that Wright conceptualizes, the first dimension of contradictory locations 
is based on authority, and is occupied by managers and supervisors.  Depending on which conceptual scheme of 
Wright to which one is referring the second dimension of contradictory locations uses the language of either 
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simply descends down onto organizations to structure relations, whereby organizations 

import in a completed form broader societal relations.  Rather, organizations themselves 

provide a context for social relations to be organized and acted out. Organizations influence 

the nature of these relations and how they are acted out.  This is not meant to imply that 

organizations are not shaped by an external environment.  But the interactions that occur in 

daily life in organizations may or may not completely reflect these organizational 

environments.

Organizational Politics

Bridges and Nelson (1989; Nelson and Bridges 1999) argue that the process of 

generating inequality in organizations is one of organizational politics.  In such a model 

various groups within organizations struggle to capture organizational resources.  According 

to Bridges and Nelson (1989; Nelson and Bridges 1999) these groups can be any socially 

defined groups within organizations.  Tilly (1998) argues that categorical distinctions

external to organizations are often matched to categories within organizations, influencing 

the struggle over organizational resources.  Nelson and Bridges (1999) demonstrate this 

using case studies of gender discrimination, and Tomaskovic-Devey et al. (2005) provide 

further evidence of this process in both U.S. and Australian organizations.  Tomaskovic-

Devey et al. (2005) also explore the influence of categorical distinctions based on ethnicity, 

permanent versus temporary workers status, and education, along with gender.

In focusing on organizational factors, Nelson and Bridges (1999) and Tomaskovic-

Devey et al. (2005) give organizations some independence from market, or societal 

pressures.  While organizations are influenced by an external environment, they are not 

semiautonomous employees or skilled employees.  However, both are likely to be important bases of power for 
workers.  Thus, I will use both in my analyses.
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dependent on them.  The relations within them can and often do resist pressures from outside 

forces.  

Virtually all of this research on organizational politics and organizational inequality 

has been Weberian or Weberian-inspired.  Since the 1980s Marxists have been dealing with 

theoretically internal problems, such as how to construct classes, what to do about the labor 

theory of value, and how to conceptualize exploitation (Wright 1989; Elster 1985; Wright 

1985; Roemer 1982).  This left the development of the literature on organizational inequality 

open to Weberians without much theoretical input from Marxists.  It is clear however, that 

there is an organizationally-based political struggle in a Marxian theoretical framework.  

Central for Marxism is the relations of production.  If we recognize that production does not 

happen in society but rather in concrete organizations, then the relations of production are 

clearly internal to organizations.  Actors within these relations of production, particularly in 

contradictory locations, attempt to use their positions to legitimately extract some of the 

surplus in the organization.  Managers and skilled workers claim rents – a wage above that 

which is necessary for the reproduction of labor– because of their relations in production.

Such analyses are consistent with many Marxian analyses of the labor process (Braverman 

1975; Burawoy 1979; Clawson 1980).  Marxian class analysis, however, has typically 

understood the relations of production to be a macroeconomic phenomenon, mostly focusing 

on the mode of production within a society (Wright 1997).  It is my contention that relations 

of production are much better conceptualized within organizations, where actual production 

takes place, and where class struggle is acted out.  

Organizational Power, Economic Rents, and Wage Inequality
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This intellectual history of stratification leaves us with a picture of inequality as 

generated from social relationships within organizations.  As well, there are contested 

frameworks for understanding which relationships are most central to the generation of 

inequality.  What is left to be done is to figure out which relations engender political 

struggles over the surplus within organizations.  In the following sections I will build a 

theoretical framework to explicate the nature of organizational political struggle.

Organizational Politics: Power in Production

Building on Nelson and Bridges’ (1999) general framework of organizational politics 

I conceptualize the process of income inequality generation as being inside organizations, not 

descending down from macro economies.  Organizations are places where value is created 

and distributed.  Political struggle follows from groups organizing to capture portions of the

surplus value that is created in organizations.  Different groups within organizations 

capturing different portions of the surplus is what generates income inequality between these 

groups.  Thus, what is crucial in understanding wage inequality is who has power within the 

production process.

With organizational politics as the process of the generation of income inequality the 

question becomes, what is the nature of this political struggle?  Who are these groups that are 

engaged in political struggle and how are they organized? Organizational politics is about 

who has power in the process of production to extract economics rents.  Classically, power in 

production stems from Marxist theory, which locates political struggle at the point of 

production (Burawoy 1979; Braverman 1974).  This refers to control over the both the labor 

process and the surplus generated therein.  Marx argued that in capitalist relations of 

production capitalists attempt to extract and control surplus and redistribute to workers only 
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enough of it to reproduce their labor, thereby ensuring that they will continue to work for

capitalists.  As well, Braverman (1974) argues that capitalists struggle to control the labor 

process, dividing conception from execution in the labor process to extract greater surplus 

from workers’ labor effort.  In the end, capitalists typically are able to make effective claims

on the surplus because of their status as owners of the means of production, which is legally 

sanctioned by the state in private property laws.  Thus, for Marx, power in production is 

about using one’s position within the relations of production to make effective claims on the 

surplus generated in organizations.

In classical Marxian economics this power is strictly about what material resources 

one brings to the production process; that is, does one possess capital or only labor-power?

Moreover, capitalists have the upperhand in production because they control the means of 

production.  They have legal control over private property and therefore any surplus 

generated from production utilizing that private property.  However, in contemporary 

capitalism Marxists have recognized that other actors besides capitalists have power in 

production.  Wright (1997) argues that some workers are able to appropriate portions of the 

surplus based on other relationships to production.  Such appropriations of the surplus he 

calls rents, and he sees rents as based on a workers’ relations to skill and authority.  For 

Wright an economic rent is any portion of the surplus appropriated that is above the cost of 

labor reproduction.  A capitalist gives a skill rent to a worker when that worker has some 

special knowledge or skill in the process of production that the capitalist needs.  Thus, rents 

are a method of social control that keeps skilled workers aligned with capitalists.  Without it 

skilled workers may not cooperate with employers in the production process.  
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Capitalists also give rents to workers in positions of authority (managers and 

supervisors) because they control the labor process of other workers.  As capital is 

concentrated in fewer hands that control larger organizations, a single capitalist cannot exert 

complete control over the labor process and direct it in his or her interests.  Thus, a portion of 

workers are filtered into management where they control the labor process.  This Wright

refers to as a loyalty rent because such workers exercise a capitalist function of controlling 

laborers.  They must receive a rent for them to use this power effectively in the interests of 

capital.

Wright’s argument is not that some workers make effective claims on the surplus, but

that capitalists give up a portion of the surplus to certain groups of workers (those with skill 

and/or authority) because they perform a capitalist function in the labor process (control their 

own or others’ labor; control specific knowledge in production).  Thus, instead of these 

workers making effective claims on a portion of the surplus, capitalists give up a portion of 

the surplus they control in order to secure the loyalty or cooperation of these workers.  This 

seems to grant very little agency to workers, and too much power to capitalists.  In this 

scenario workers do not make claims on rents but rather receive rents.  Capitalists, however,

have always had to struggle to extract surplus from workers, and workers have fought against 

their own exploitation.  Political struggle then is minimized in such an argument, making 

coercion the primary mechanism.  I argue that rents are not only granted but are also taken, 

making the extraction of rents a more dynamic process of power in production.  While in 

some instances they may simply be granted, rents can also be effective claims on portions of 

the surplus in organizations.  Thus, I see rents as any portion of the surplus above the cost of 

reproducing labor, either granted or appropriated.  
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Power in production, however, is not merely about material relationships that link 

individuals in production.  It also stems from social statuses of groups within the process of 

production in organizations.  Tilly (1998) argues that organizational inequality is based on 

categorical distinctions.  Categories external to organizations, such as race or gender, are 

matched to categories internal to organizations, such as jobs, creating stratification within the 

organization.  This external to internal matching gives certain jobs a social standing above 

others because high status groups occupy them, making their claims more powerful.  Nelson 

and Bridges (1999) argue that political struggles inside organizations are formed around 

these social categories, allowing some groups to hoard resources.  How these external 

categories are formed is a historically contingent process.  However, matching them to 

internal categories creates social groups in the organization, not merely job titles, which 

become salient in organizational politics and are used in the political struggle over 

organizational resources.  

While these statuses that are external to production are rarely formed inside 

organizations, what is crucial is that they become salient within organizations.  Anderson and 

Tomaskovic-Devey (1995) demonstrate that there is much variation in the extent of gender 

earnings inequality in organizations, while Tomaskovic-Devey and Skaggs (1999) 

demonstrate that the extent of gender segregation in jobs is also variable across 

organizations.  Thus, status-based power does not operate uniformly across organizations.  

The extent to which it is salient as a basis of power affects the extent to which it can be used 

to generate inequality inside organizations.  Further, this demonstrates that society-wide

phenomena, such as gender, do not map directly onto organizations, meaning that 

organizations are not simply microcosms of macrostructural processes.  
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This status-based power within organizations has to do with social legitimation in 

making effective claims on a portion of the surplus.  It is not inherently different from

material power in production, except for the nature of the claims-making.  Using material 

power in production, actors argue that they are necessarily more important to the process of 

production than other actors in the process because of their particular job or skill set within 

the production process.  With status-based power, some actors in the production process 

carry more social weight than others, making their claims more likely to be seen as 

legitimate.  These social positions have nothing to do with relations in production, but rather 

status-based bargaining power.  Thus, it is not that they are more critical to the production 

process, but that they have more social power to bid their wages up.  These groups are then 

able to use their social power to secure a rent.  

In a purely Marxian model political struggle is organized around the relations of 

production, and rents are secured via material power in production.  In this model groups 

develop out of their relations to production and take collective action for their interests in 

production.  However, the relations of production are not the sole determinates of political 

processes.  Thus, we must recognize that within production social relations around status can 

also be important, and actors mobilize to secure rents via these social statuses.  Social status 

formation is determined by historical contingencies.  In a particular historical and spatial 

context rents are secured via socially salient status power.  I argue that production is the site 

of the generation of stratification, and the goal is to understand at any given historical 

moment and in any given organization on what bases do groups mobilize to secure rents.

Economic Rents and Wage Inequality
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The central concept I use for understanding how organizational politics produces 

wage inequality is economic rents.  I argue that securing economic rents, which come out of 

the organizational surplus, are what politically mobilizes actors within organizations.  

In attempting to create a “sounder basis for class analysis” Sorensen (2000) constructs 

a structural theory of inequality based on economic rents.  He defines rents as “returns to 

assets that are in fixed supply” (Sorensen 2000: 1525).  Thus, rents are secured, according to 

Sorensen, by reducing the supply of assets in a particular market.  This ensures that the 

supply of a given asset will not respond to increasing prices.  Central to this 

conceptualization is that rents are generated by the absence of perfectly competitive markets.

In a perfectly competitive market, the supply of an asset will respond to the demand for it and 

its price will fluctuate accordingly.  However, when actors can restrict the supply of an asset, 

its price can be increased without a resultant increase in supply.  Thus, its price is higher than 

is necessary to bring out its supply.  Sorensen argues that the advantages gained from the 

restriction of an asset are economic rents –a return on an asset that is greater than one would 

receive if that asset were not in fixed supply.  He further argues that antagonistic interests

and conflicts are generated from economic rents between groups who possess particular rent-

generating assets, and therefore receive a rent, and groups who do not possess those rent-

generating assets.

This concept broadens the conditions under which conflict will arise beyond conflict 

between workers and capitalists.  Some capitalists may fix the supply of particular goods in a 

product market thereby securing rents at the expense of other capitalists who do not have 

access to those goods.  Likewise, some workers may be able to generate rents by 

monopolizing certain forms of labor power, thereby securing a wage above other workers 
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who do not have access to that form of labor power.  While this approach encompasses more

of the empirical reality concerning economic power and conflict than classical Marxism 

does, it may also create too high an expectation for economic conflict.  That is, not all market 

supply rents will produce antagonistic interests; much less will all rents produce conflict.  As 

Rueschemeyer and Mahoney (2000) point out that some rents may be seen by most members 

of society as beneficial.  A licensed medical doctor generates a rent because he or she has 

restricted its supply through licensing and credentialing.  However, very few in society

would call for dismantling of the practice of licensing and credentialing of medical doctors.  

Despite its broadening of economic conflict, Sorensen’s concept of economic rents is

limited because of its exclusive focus on the restriction of supply.  It is lodged in a 

neoclassical economic world, which assumes that prices depend on supply and demand.  The 

power to restrict supply is only possible in markets; therefore, organizations have no role in 

generating inequality.  The process of production has been taken out of the generation of 

inequality.  While restricting supply is an important piece of the inequality puzzle, it is also 

the case that groups are able to secure rents in production through other means, i.e. material 

and status-based power in production.  It is the influence of these relations in production on 

stratification with which I am concerned here.

Wright’s (2000; 1997) use of the rent concept is different from Sorensen’s, and is 

closer to my own.  Wright argues that the generation of economic rents is through relations

within the process of production.  Rents, he argues, are appropriations of the surplus by 

nonowners of the means of production, through their unique relationship to the process of 

production.  Managers and experts receive a rent because capitalists are dependent upon them 

for the exercise of control over labor in the case of managers, or control over special 



14

knowledge in the case of experts.  One could think of this as a dependency of capitalists on 

particular workers.  Rents are generated when capitalists are dependent on a group of 

workers in the labor process, such as for coordinating labor or utilizing special knowledge.  

This forces capitalists to pay a rent for their labor services.

However, in Wright’s conceptual scheme rents are not a portion of the surplus that 

someone is able to secure but are rather a portion of the surplus that capitalists give.  The 

political struggle is obscured as capitalists seem to willingly, or only slightly begrudgingly, 

grant rents.  Another problem with Wright’s conceptualization is that it ignores the potential 

for other social statuses not related to production to influence the process of securing rents.  

Despite these problems, what is important and useful in Wright’s conceptualization of rents 

is the focus on production relations.  With Sorensen we only get that rents are generated in 

exchange by restricting the supply of an asset.  Wright makes relations in production central 

to the process of extracting rents.

In utilizing the concept of economic rents I build on both Wright and Sorensen’s 

approaches.  As was argued previously, organizational politics is about power in production, 

both materially and socially.  Thus I conceptualize rents, defined as portions of the surplus 

above the cost of labor reproduction,3 as generated in both the material relations of 

production and relations of social status in organizations.  Where my conceptualization 

diverges from both Wright and Sorensen is that I see securing economic rents as not simply 

an economic process but fundamentally a social one.  Both Sorensen and Wright begin from 

the assumption that rents are about bargaining power in an economic sense; Wright 

3 While the cost of labor reproduction is both theoretically difficult to conceptualize and empirically difficult to 
estimate, it does provide a useful conceptual tool to theoretically understand economic rents.  In this paper I am 
not concerned with estimating the cost of labor reproduction or wage rates generally; thus, I am merely using 
this concept as a tool for relating the concepts of surplus and economic rents.
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understands bargaining power in productive relations and capitalists’ dependence, while 

Sorensen understands bargaining power in exchange relations as the buyers’ reliance on 

sellers with assets in fixed supply.  I argue that it is not only about the actual supply of assets 

or dependence of one group on another, but for organizational politics what is important is

the ability of certain groups to legitimately claim portions of the surplus, or economic rents.  

Such claims do not necessarily need to have any economic reality, but simply must be 

convincing enough to win in the claims-making process.  Thus, interactions both between 

workers and capitalists in organizations, and among workers and capitalists in organizations 

are necessary to secure rents.  What happens in these interactions is a process of claims-

making, whereby groups attempt to legitimately extract surplus.  The political struggle and 

which groups are able to secure economic rents have to do with social power not merely

economic bargaining power, and this social power arises in interactions where groups and 

individuals attempt to make socially plausible arguments for extracting portions of the 

surplus.

-----Figure 1 About Here-----

This discussion of organizational politics and economic rents leads us toward 

understanding the processes creating stratification in production, which I will explicate 

below.  Organizational politics begins with understanding how revenue and surplus flow 

through an organization, and where along the way actors within organizations struggle to 

capture rents out of the surplus.  Figure 1 models this revenue flow through an organization.  

We begin with the flow of revenue into an organization.  The first immediate cost to the 

owners of that organization is the cost of production, anything that is in classical Marxian 

terms a fixed cost, i.e., land, raw materials, machinery, etc.  After these are paid for the 
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organization is left with net revenue, out of which the owners must pay the cost of labor 

reproduction – a wage that is necessary to ensure that sufficient workers will return the next 

day.4 What is left over is the surplus.  The surplus is what workers and capitalists struggle 

between and among themselves to appropriate through a process of organizational politics.  

Those who are able to extract portions of the surplus can be said to be receiving economic 

rents.  Given that not all workers receive only their cost of labor reproduction we can say that 

some of them are claiming economic rents.  It is this process of organizational politics which 

I will explore empirically in the next section.

Rents are generated out of relations in production, both the material relations in the 

labor process and relations between social status groups in organizations.  In these relations 

groups possess sources of power, either materially or status based.  These sources of power 

allow groups to extract rents.  However, they do not directly affect the rent-generation 

process, but are mediated by interaction within organizations.  That is, sources of power must 

be recognized as legitimate through social interaction within the organization in order to be 

effective in extracting economic rents.  It is not necessary that actors in this rent-generation

process recognize any of the objective relations of material power or relations of social status

that may be present in other organizations or external markets.  While these organizational 

environments do exert an influence over internal processes, and are likely to be used as 

support for making claims, they are not determinative.  Ultimately, what matters is what is 

recognized in social interaction within the organization.  When these sources are recognized 

4 This could be understood within either classical Marxism, in which this would be a subsistence wage, or 
within neo-classical economics, in which labor reproduction would be equated with a reservation wage.  
However, in this paper I do not pursue a full conceptualization of this concept, nor is it empirically relevant to 
my models.  It merely provides a conceptual contrast to economic rents.
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as real bases of power for workers, then their claims for rents are seen as legitimate.  Thus, 

organizational politics is the mechanism by which groups extract economic rents.

The remainder of this paper attempts to empirically assess this process of 

organizational politics.  I will attempt to demonstrate this process of organizational politics to 

extract rents by examining the distribution of surplus between jobs within organizations.  I 

assess which relations, both material and status based, generate rents and as a result produce

wage inequality.

Methods and Data

In this paper I use data from the Australian National Organization Study (AusNOS).  

This survey was administered by telephone in 2001-2002 to the owner or top manager of 

target Australian organizations.  The 1999 and 2000 Australian National Social Science 

Surveys (NSSS) were used to generate a sampling frame of Australian workplaces with more 

than one full-time employee.  These were both surveys of individuals in which respondents 

were asked to identify the name and address of their workplace.  This information was used 

to generate a list of organizations with more than one employee, which was then used to 

contact organizations by telephone.  

The response rate was 57.4%, yielding a final sample of 618 organizations.  While 

comparisons to industry distributions indicate that larger firms are slightly overrepresented, 

the sample is relatively representative of all Australian organizations with more than one full-

time employee.

Dependent Variables

Data were collected on three groups of workers in the organizations: managers, 

workers in core production jobs, and workers in the lowest paid job.  Core jobs are defined as 
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the job most directly involved with the most important product or service produced in the 

organization.  Low jobs are defined as the lowest paid job in the organization.  For 174 

organizations there was no job paid less than the core job.  In such instances there is no low 

job for the organization, only a core job.  For each of these three jobs AusNOS provides data 

on the average, lowest, and highest wages.

With these data I examine the relationships between these three groups of workers, 

specifically analyzing wage inequality between them.  The three comparisons are between 

managers and core job workers, core job workers and low job workers, and managers and 

low job workers.  With these data I measure two types of wage inequality.  First, I measure 

wage inequality at the means; that is, the difference in average wages between two jobs.  To 

indicate this wage relationship the following variables were created:

 Mean Manager-Core Inequality = Average Managerial Wage/Average Core 

Wage

 Mean Core-Low Inequality = Average Core Wage/Average Low Wage

 Mean Manager-Low Inequality = Average Managerial Wage/Average Low Wage

Such ratios measure the average inequality that exists between workers, and reflect the 

average social distance between the respective jobs.  The greater the ratio’s distance from 

one, the greater the inequality between the two jobs.

The second way I measure wage inequality with these data is at the extremes.  To do 

this I constructed the following variables from information on the highest and lowest wages 

within jobs: 

 Global Manager-Core Inequality = Highest Managerial Wage/Lowest Core Wage

 Global Core-Low = Highest Core Wage/Lowest Low Wage



19

 Global Manager-Low = Highest Managerial Wage/Lowest Low Wage

These ratios reflect the wage inequality between workers at the greatest social distance from 

one another in these jobs.  They represent the distance between the least and the most 

powerful employees in the jobs being compared.

Independent Variables

There are two basic strategies to conceptualize and measure the power to extract 

economic rents.  First, one could conceive of power in an absolute sense, as Wright and 

Sorensen do.  That is, power is the result of the absolute value of assets (skills, authority, 

autonomy, etc.) that individuals and/or groups of possess, which gives them leverage in the 

process of extracting rents.  Another possibility, consistent with Tomaskovic-Devey et al. 

(2005) is to conceive of workers’ power in a relational sense.  That is, power results from the 

assets one possesses in relation to assets that others possess in a particular social context.  In 

such a model assets only generate returns to the extent that they interact with other groups’ 

assets.  To illustrate the difference between absolute and relational measures of inequality 

consider education.  Education in and of itself may produce the ability to bargain for higher 

wages, but high levels of education may only matter when one’s coworkers have very low 

education levels, or such a situation may exaggerate the returns to a higher education.  

Relational variables are preferable because they contextualize assets within a specific 

relationship between groups.  Thus, I use relational variables when possible.  However,

because of the limitations of the data, in some instances I use absolute measures.  

Surplus

The central contextual variable in these analyses is surplus.  In Marxist theory as 

capitalism develops surplus grows through the process of capital accumulation.  Marx 
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expected that capitalists would capture more of the increasing surplus produced than would 

workers, because of the strategies capitalists use (such as deskilling) to devalue the labor 

power of workers.  However, in this model of organizational politics I have argued that it is 

possible for other groups to capture more of the surplus than perhaps Marx expected because 

of their material or status-based power. Thus, the crucial first step in understanding 

organizational politics is to determine how much surplus is available to be extracted.

While these data do not provide a direct measure of surplus, I was able to construct a 

measure indirectly by computing the total revenue flowing into the organization and divided 

this by the number of workers in the comparison. This measure reflects the share of revenue 

that is struggled over among groups of workers.  It must be noted that workers do not 

struggle over revenue, but rather revenue minus the cost of production, i.e. surplus.  The 

measure constructed for these analyses is merely a proxy for a direct measure of surplus, 

because cost of production of organizations is not asked.  Consistent with Marxian theory, I 

expect that in organizations with larger surpluses, wage inequality will increase as well

because there is more surplus for groups to extract.

Material Power

I assess three dimensions of material power: skills, authority, and union power. Skill 

and authority are derived from Wright’s Marxian model of inequality.  Unionization is 

conceptualized as a potential basis of power for non-managerial workers.5 Each of these 

provides a material base to bargain for higher wages and is expected to enhance the ability of 

workers to extract economic rents.

5 Notably absent from the Marxian variables of material power is ownership of capital.  This is because there 
are no good measures of ownership in AusNOS.  However, I do control for the physical presence of an owner in 
the organization.
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Skills:In both Wright’s and Sorensen’s conceptualizations of class and economic 

rents, skills that workers possess are crucial elements in their ability to extract rents.  

Consistent with Wright skills provide groups of individuals with the knowledge over a 

production process, enhancing their claims to the surplus.  According to Sorensen skills 

provide individuals with access to scarce assets, which are therefore more valuable.  Given 

the centrality of skill to wage inequality, I utilize four measures of skill with these data.  

First, AusNOS asks for the education level of the typical worker in each job.  This is used to 

compute the difference between the education levels of the jobs being compared, tapping the 

relative educational power of workers in production.  I expect that increasing differences in 

education between jobs will increase wage inequality between those jobs.  

As well as education, the log of on-the-job training is used to measure skill level.  

AusNOS provides on-the-job training time in weeks for both core and low jobs, however, no 

such measure of training time for managers is provided.  Thus, when comparing low and core 

jobs I take the difference in training time, which I expect will increase inequality as the 

difference in training time increase.  When comparing low or core to management I simply 

use the natural log of absolute training time for either low or core, in which I expect more 

training time will decrease wage inequality.

Finally, to couple the direct measures of skill through education and training time, I

create dummy variables to measure whether or not the core job is craft or professional.  Both 

of these types of jobs, craft and professional, require skills and an intimate knowledge of the 

production process.  This could give such workers the ability to makes claims on greater 

portions of the surplus.  Thus, I expect that both craft and professional will decrease wage 

inequality relative to management, and increase wage inequality relative to low job workers.
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Authority: The most obvious measure for authority is built into the design of the 

questions about jobs.  Managers by definition have more authority than do core or low job 

workers, because of their supervisory role over the labor process.  Thus, I expect that 

managers will earn more than core or low job workers because of their relation to authority.  

While different authority functions are also likely to be present within non-managerial jobs, 

AusNOS did not ask for such measures of authority over others’ labor process among core or 

low job workers.  

In Wright’s earlier conceptualizations of class, semiautonomous employees were 

conceptualized as being in a contradictory class location.  However, in later 

conceptualizations Wright has either abandoned autonomy or subsumed it under authority.  I 

used a measure of autonomy assessing the level of personal control over one’s own job, 

indicating more authority over one’s own work tasks.  However, this question was only asked 

to core and low job workers and not to managers.  Thus, when measuring autonomy I can 

assess the relative autonomy between core and low jobs by computing the difference in the 

level of control over work tasks between core and low job workers.  I expect that a larger

difference in autonomy between core and low job workers will increase wage inequality

because one group of workers has more autonomy in the labor process than does the other, 

allowing that group to claim greater portions of the surplus.  When measuring the influence 

of autonomy in relationships between managers and core workers or managers and low 

workers, an absolute measure of autonomy is employed, where I assess the influence of 

either core or low job (depending on the relationship being analyzed) workers’ control over 

their own work tasks.  Higher values on this measure of autonomy are expected to decrease 
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wage inequality because managers have less of a supervisory role over more autonomous 

workers.  

Unionization: Unions are often seen as having a mitigating effect on wage inequality.  

Kalleberg et al. (1981) find that unions increase individuals’ wages, indicating unionization

is a source of power for workers.  In such a framework unions exert a mitigating influence on 

wage inequality.  AusNOS asks for the percent of workers in core and low jobs who are 

unionized.  To measure union power in models comparing core and low workers I added the 

percentage of core and low workers who are unionized and divided by two, which results in 

the percentage of both core and low workers who are unionized.  In models with 

management I measure union power as the percentage of core or low job workers who are 

unionized.  In all comparisons I expect that union power will decrease wage inequality.

Status-Based Power

For social closure theorists any salient categorical distinction can affect wage inequality.  

With the AusNOS data I can analyze three categorical distinctions: gender, ethnicity, and 

permanent job status.  For each of these variables I will analyze the composition of relevant 

social groups in the jobs.  

Male Dominance: First, to measure the gender compositions of jobs AusNOS asks what 

percentage of the managers, core jobs, and low jobs in the organization are male.  To indicate 

the impact of gender differences between jobs I computed the following: 

 Male Managerial Dominance over Core = % of Managers Male – % of Core Male

 Male Core Dominance over Low = % of Core Male - % of Low Male

 Male Managerial Dominance over Low = % of Managers Male - % of Low Male
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I expect that the more males there are in the higher status job relative to males in the lower 

status job, the greater the wage inequality will be.  

Ethnic Dominance: Second, to measure the ethnic composition of jobs AusNOS asks 

what percentage of workers in each job is from English speaking backgrounds.  To indicate 

the ethnic differences between each of the jobs I computed the following: 

 English Speaking Managerial Dominance over Core = % of Managers English 

Speaking - % of Core English Speaking

 English Speaking Core Dominance over Low = % of Core English Speaking - % of 

Low English Speaking

 English Speaking Managerial Dominance over Low = % of Managers English 

Speaking - % of Low English Speaking

I expect that the more English speakers in higher status jobs relative to English speakers in 

lower status jobs, the greater the wage inequality.  

Permanent Dominance: Finally, AusNOS asks for both low and core job what 

percent of workers are casual employees.  I inverted this measure to determine what percent 

of workers are permanent employees.  I assume that there are no managers who are casual.  

To indicate the relationship between each job on permanent worker status I constructed the 

following variables: 

 Managerial Permanent Dominance over Core = 100 - % of Core Permanent

 Core Permanent Dominance over Low = % of Core Permanent - % of Low 

Permanent

 Managerial Permanent Dominance over Low = 100 – % of Low Permanent
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I expect that the more permanent employees relative to temporary employees, the greater will 

be the wage inequality between them.  

Control Variables

Ownership in Marxist theory is the basic social relationship in capitalist economies.  

Private ownership of the means of production is the fundamental aspect of capitalist 

economies that distinguishes them from other economic systems.  However, ownership 

cannot be directly tested with these data.  Still, I control for whether or not the organization 

has an owner present, because his or her presence may allow them to capture more of the 

surplus.

For models that include managers' wages in the dependent variable I include the 

levels of management for managers.  Managers are a group of jobs, unlike core or low jobs 

that are each a single job.  Thus, it is likely that more levels of management will allow top-

level managers to extract greater authority rents, as they will be further up the organizations 

hierarchy.

Finally, industries often have different institutional histories that may have an effect 

on income distributions.  As well, there is evidence that wage inequality is higher in the for-

profit sectors and lower in the government sector.  To account for these differences I include

a set of industry dummies and sectoral distinctions in the models.  

Analysis and Results

In this section I use OLS regression to assess the level of wage inequality in relation 

to the nature of organizational politics by analyzing the distribution of surplus in 

organizations.  I analyze both global and mean wage inequality between managerial and core 

jobs, core and low jobs, and managerial and low jobs, estimating the effects of material and 
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status power variables on the level of wage inequality.  In each model the dependent variable 

(global or mean wage inequality) is logged to minimize the influence of extreme values. All 

forms of power, and therefore all groups who could potentially extract rents, are present in 

each model.6

Descriptive Statistics

-----Tables 1, 2, and 3 About Here-----

Tables 1, 2, and 3 present the descriptive statistics for all variables of interest for the 

respective comparison groups.  As is evident from the descriptive statistics of the dependent 

variables, there is much wage inequality to be explained among all of the groups of workers.  

As expected, there is greater wage inequality in the global comparisons than in the mean 

comparisons, because the global comparisons measure inequality at the extremes of workers

(between the highest paid and lowest paid workers), while the mean comparisons measure 

inequality among the average workers in the respective jobs.  Interestingly, inequality is 

lowest between managers and core workers using either the global or mean inequality 

measure.  As expected, it is highest between managers and low job workers.  Looking at the 

standard deviations, there is more variation in the level of inequality in the global models 

than in the mean models, reflecting the large variation between organizations in the extent of 

global inequality.

The means are greater than one for all measure of inequality which indicates that 

managers typically outearn workers.  While the data do not directly measure authority, this 

suggests that managers typically receive economic rents based on their authority in the labor 

process.  I now turn to the regression models for each group of workers.

6 I analyzed correlations and variance inflation factor scores for all variables in the analysis.  Neither of these 
analyses suggested multicollinearity problems.  
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Manager-Core Wage Inequalities

-----Table 4 About Here-----

Table 4 presents results for global and mean wage inequality between manager and 

core workers.  Beginning with the global inequality model, as predicted the surplus 

coefficient is both significant and positive, indicating that as the surplus within an 

organization increases wage inequality between the highest paid managers and the lowest 

paid core workers increases as well.  Among the material power variables in the global 

inequality model only unionization is significant.  However, it is not in the predicted 

direction.  I expected unionization to decrease wage inequality between managers and core 

workers, but it is positive indicating that it increases wage inequality.  Surprisingly, none of 

the measures for skill level were significant in this model, nor was the measure for core 

autonomy.

In the global inequality model, each of the status composition variables was

significant and positive, indicating that status dominance increases wage inequality between

managers and core workers.  Among the status variables permanent dominance has the 

largest standardized coefficient.7 This is logical given that the global measure is for the 

highest managers’ wage to the lowest core workers’ wage.  If contingent workers are present 

in this comparison they are likely to be the lowest paid core workers, making this variable 

extremely important in determining wage inequality between managers and core workers.  

The model for mean wage inequality yields results somewhat different from the 

global inequality model.  Surplus does not significantly affect mean wage inequality.  

7 Managerial levels had the largest standardized coefficient in the model.  As well it was significant and large in 
models for managerial/low wage inequality.  This suggests that it exerts a large influence on organizational 
wage inequality.  While this is interesting, it is not theoretically relevant to this paper, and will not be discussed.  
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Overall, two of the three status characteristics increase mean wage inequality between 

managers and core workers as expected, but permanent dominance has no effect.  Male 

dominance and ethnic dominance are significant and positive, but permanent dominance is 

not significant.  In this model, male dominance has the largest standardized coefficient, of 

either the material or status variables.  Whereas only one of the material variables was 

significant in the global inequality model, in the mean inequality model three of the material 

power variables, education, professional status, and core autonomy, are significant.  As 

predicted, the education variable is positive, indicating that as the distance between 

managers’ and core workers’ educational credentials increases the wage inequality between 

them increases.  The professional variable is negative as predicted, indicating that there is 

less wage inequality between professionals and managers than between non-professionals 

and managers. Finally, the autonomy of core workers is significant and negative as 

predicted, which suggests that as the autonomy of core workers increases their ability to 

extract rents increases.

In summary, at the global level of manager-core inequality an increasing surplus in 

the organization increases wage inequality, but this is not the case at the mean level of 

inequality.  In the global and mean wage inequality measures status distinctions increase 

wage inequality; however, permanent job status is only significant in the global model.  In 

the global inequality model, material variables are less significant, but for mean inequality 

the material variables are important as well as status distinctions.

Core-Low Wage Inequalities

-----Table 5 About Here-----

However, future research should examine the importance of managerial hierarchies and organizational wage 
inequality.
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Table 5 presents the results for global and mean wage inequality between core 

workers and low job workers.  These comparisons represent most explicitly the intra-class 

social relations of organizations.  Beginning with the global inequality model, surplus is 

significant and positive as expected.  Thus, as in manager-core global wage inequality, an 

increasing surplus to be fought over increases the predicted level of global wage inequality in 

the organization.  In the global model two material power variables are significant.  First, 

relative education is significant and positive, indicating that as the educational difference 

between core and low job workers increases, wage inequality is predicted to increase.  

Second, unionization is significant and has a negative effect on global wage inequality, as 

expected.  

Two of the three status variables are also significant.  Male dominance is significant 

and positive indicating that wage inequality is predicted to increase when men dominate in 

core jobs over women in low jobs.  As well, permanent dominance is significant and positive, 

and as in the global model for manager-core wage inequality it is a very strong predictor of 

wage inequality.  Surprisingly, ethnic dominance does not affect wage inequality between 

core and low job workers.  

As with mean wage inequality between managers and core workers, surplus is not a 

significant predictor of mean wage inequality between core and low job workers.  In fact, 

except for the significance of surplus in the global model the variables that affect inequality 

between core and low workers are the same at both the global and mean levels.  Two of the 

material variables, relative education and unionization, are statistically significant in both 

models.  Relative education is predicted to increase wage inequality between core and low 

job workers.  However, unlike mean inequality between managers and core workers, the 
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professional variable is not a significant predictor of core-low mean wage inequality.  

Unionization is also a significant predictor of wage inequality.  As expected it decreases 

wage inequality between core and low job workers.  Two of the status variables, male 

dominance and permanent dominance, are significant in both the global and mean models, 

and as expected they increase the predicted level of wage inequality.  

Manager-Low Wage Inequalities

-----Table 6 About Here-----

Table 6 presents the results for both global and mean wage inequality between 

managers and low job workers.  Only in the mean inequality model is surplus a significant 

predictor of wage inequality.  Among the material variables relative education is significant 

and positive in both the global and mean models, as expected.  However, no other material 

variables predicted wage inequality in either model.  As well, in each of the models only one 

status characteristic predicted wage inequality.  In the global inequality model permanent 

dominance increases wage inequality, and it is the strongest predictor.  In the mean inequality 

model male dominance is significant and positive.  Very few of the variables in either of 

these models are significant.  However, here it is particularly important to note that there is a 

very large social distance between these two jobs.

Discussion

In this section I examine patterns in the findings reported above, and suggest what 

they mean for organizational politics and the extraction of economic rents.  While with these 

data I cannot directly examine the claims-making process of organizational politics, I do 

examine specific expected outcomes of the claims-making process.  
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The analyses suggest that workers use both material and status power to extract rents, 

but not the same sources of power are used among all groups of workers or for creating both 

global and mean inequality.  Particularly important across all of the comparisons is the 

relative education of workers and gender status.  Education is significant in all but one 

model.  This suggests that general skills are particularly salient as a basis for power across 

most organizations, and for most groups of workers. Interestingly, training time, which 

represents a measure of job-specific skills, was not significant in any model.  This is 

surprising given its centrality to the production process in many organizations.  Training time 

is a measure of skill gained within the organization.  Thus in an organizational politics model 

I would expect it to be important, but these analyses do not indicate that it is.  However, it 

should be noted that training time’s importance may be workplace specific.  That is, what 

constitutes enough training time to extract rents may vary across places, making it hard to 

pick up its significance across workplaces.  Similarly, craft was never significant, and 

professional status was only significant in one model (mean manager-core inequality).  This 

suggests that general education is the primary material basis upon which workers are able to 

extract economic rents.

One might conclude then that because general education is the only consistently 

significant measure of skill, skill is not what is important, but rather economic rents are 

generated out of a process of credentialing.  However, two points should be kept in mind.  

First, such an argument addresses the actual nature of the claims-making process, which I 

cannot observe here because of data limitations.  If it were about credentials we would expect 

claims-making to be stated as status differences rather than skill differences.  That is an 

interesting question about the nature of claims-making that should be addressed empirically 
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in the future.  Second, it may be that general education is simply the most plausible skill 

claim available because of its general nature.  Specific skills necessary for a work process 

may not always be known or recognized by other actors and therefore cannot be evaluated by 

others in the process.  It is often the case that management has no understanding of the actual 

skills required for a labor process, thus making a claim based on those specific skills may not 

be plausible in the claims-making process.  However, to know exactly why general education 

and not other measure of skill are significant one must unpack the claims-making process to 

see how general education becomes a plausible source of power.  Given that general 

education does provide general knowledge and skills, and often some specific knowledge and 

skills necessary for a particular line of work, it seems reasonable to refer to it as a source of 

material power in the production process.

Along with education, gender is a generally salient form of power across most 

workplaces and groups of workers for extracting rents.  Male dominance is significant in all 

but one model.  While education is the most salient material basis of power, gender is the 

most salient basis of status power.  Given that gender is so salient as a form of inequality 

temporally and spatially, this finding suggests that perhaps Tilly’s (1998) argument that 

external categories are matched to internal categories is accurate.  Gender as a social status 

has no particular relevance to the production process, but it is consistently superimposed onto 

the production process, with men dominating in jobs over women and thereby extracting 

rents.

So, why are general education and gender the two most salient forms of workers’

power across organizations?  Given that I am analyzing across workplaces and that these two 

forms of power have been historically important forms of inequality in most industrial 
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societies, it is not surprising that they are most important.  Within organizations any form of 

material or status power could become relevant, but education and gender may be able to be 

more easily transferred into organizations given their power in the broader society.  Given 

their social salience outside of organizations, it makes sense that they would easily become 

salient in most organizations.  

In comparing which bases of power are important within different work-group 

comparisons, there are also some interesting results.  Within the manager-core comparison, 

among the material power variables only unionization is significant in the global model (but

not in the expected direction), but both skill (relative education and craft skill) and autonomy 

become important bases of power in the mean models.  This suggests that between typical

managers and core workers material power is important for extracting rents but at the 

extremes of the jobs workers use their status power as well to extract rents.  Material power 

then creates the typical relationship between managers and workers, whereas status 

influences the ability to extract rents beyond that typical relationship.  

In the manager-core relationship I expected unionization to decrease inequality, but it 

actually increases inequality.  Size is controlled through using surplus as a proxy, and 

managerial levels is also controlled making it unlikely that unions are simply more likely to 

be in larger organizations and therefore more likely to be in places with larger inequality.  

One problem is that these are cross-sectional data and we therefore cannot pick up the 

dynamic relationship between unions and management.  If we could it might be demonstrated 

that unions have an initial effect of reducing inequality but as organizations grow 

management reinstalls inequality.  This, however, is speculation.  What is clear though, is 
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that unions in Australia are not an effective tool of core workers to extract rents from 

management.  

An interesting finding emerges in the core-low comparison, which is the opposite of 

the manager-core comparison.  There is no variation in which sources of power are 

significant for global and mean wage inequality.  This is not the case with the manager-core 

comparison, where material power is important for mean inequality and status power 

becomes more important for global inequality.  Thus, for core and low worker wage 

inequality status and material power operate in a similar fashion in producing both global and 

mean inequality.  Thus, claims to surplus are made through similar forms of power in 

creating both material and global inequality between core and low workers.  It is unclear why 

this would be the case for core-low inequality but not for manager-core inequality where we 

see different forms of power used to produce mean inequality and global inequality.  It 

should be remembered, and this finding demonstrates this, that there are no inevitabilities as 

to what forms of power will be seen as legitimate in creating inequality.

Within core-low wage inequality the material variables of unionization and relative 

education are significant.  Unionization is an important basis of power for workers to extract 

rents, as it consistently reduces wage inequality between core and low workers.  This 

suggests that unions are a homogenizing force among core and low workers, allowing low 

job workers to extract more rents.  The fact that it is not significant in the mean model of the 

manager-core comparison but is significant in the core-low comparison suggests that unions 

are used by low workers to extract rents from core workers but are not successfully used by 

core workers to extract rents from managers.
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There is very little to explain in the manager-low comparison.  Education is an 

important basis for power at both the global and mean levels.  Male dominance is important 

for explaining mean inequality but not global inequality.  Permanent dominance is the most 

important status characteristic for explaining global inequality.  Given the probability that 

women are more likely to be casual workers than men, it is understandable why male 

dominance would not be significant at the global level of inequality but permanent 

dominance would be significant.  It is unclear exactly why so little of manager-low wage 

inequality can be explained here.  Perhaps the social distance between them in organizations 

is so great that this distance explains the wage inequality.

Other than gender and education, there are no consistent bases of power across 

workers in different organizations.  This makes sense given the variety of organizations in 

this sample and the variety of labor processes among different organizations.  It is important 

to remember that different forms of power may become important bases of extracting rents in 

different work contexts.  OLS regression techniques are based on averages.  Thus, in the 

average organization certain forms of power may not be important, but this does not mean it 

will not be important in particular organizational contexts.  

Conclusion

I focus on two central concepts in this paper: organizational politics and economic 

rents.  These concepts provide the tools to examine the generation of wage inequality in 

organizations in a relational way.  Building off of Wright’s (2000; 1997) and Sorensen’s 

(2000) conceptualizations of rents I argue that rents are appropriations of the surplus 

generated in organizations.  Organizational politics provides a framework for understanding 

the process of extracting economic rents in production.  In my model I argue that there are 
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two forms of power that workers can possess and utilize in extracting rents: material power

and status power.  Workers attempt to use what power they possess in a claims-making 

process to extract rents out of the surplus.  Successful appropriations of portions of the 

surplus require that one’s claims are seen as legitimate, meaning social interaction is crucial 

in the process.

So, what have we learned about organizational politics?  First, the analyses 

demonstrate that both material and status power matter, but not all statuses or material bases 

of power operate in all organizations or among all groups of workers.  Thus, it is important to 

contextualize these processes.  There are a variety of workplaces in this sample, and the 

organizational particulars of different workplaces may influence the extent to which different 

forms of power are able to be converted into rents.  As well, it may be the case that other 

sources of power not examined here are important.  Tilly (1998) suggests that there are an 

infinite number of status distinctions that could be drawn both across and within societies.  

Similarly, across and within organizations there are a variety of potential sources of power 

for the extraction of rents.  So, finding when and where different forms of power matter is 

crucial.  

Second, the results indicate that across organizations education and gender are likely 

to be important sources of power for groups.  Given that both of these are socially important 

in the broader society it makes sense that they would be important in most organizations.  

Tilly (1998) seems to be correct that external categories are often matched to internal 

categories to create inequality within organizations.  The importation of the categories must 

become salient within the organization, where surplus is created, in order for actors to extract 

portions of the surplus.  Such rent extraction creates wage inequality.
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Finally, the results suggest that, at least for the relationship between managers and 

core workers, material forms of power create average levels of inequality between workers, 

but inequality becomes exacerbated by status power differences between workers.  At the 

mean level, for the manager-core comparisons, more material power variables are significant 

than are status power variables.  However, in the global models for each comparison, status 

power becomes more relevant to creating wage inequality.  Thus, status power seems to be a 

mechanism that exacerbates class-based mechanisms of inequality.  

Importantly this research demonstrates the importance of focusing on the organization 

as the unit of analysis in the production of wage inequality.  Organizations are where surplus 

is produced and where groups struggle to extract rents.  They are where the relations that 

produce inequality are formed.  Thus, organizations contain the two central elements of 

stratification, the surplus and social relationships.  It is out of these that inequality emerges, 

suggesting that sociologists should take a more organizational and relational approach to 

inequality.  Important for understanding inequality is how social relations within 

organizations create stratification.

A significant limitation of this paper is that the claims-making process, which is 

crucial for the theoretical argument, cannot be examined with the data.  This black box of the 

claims-making process must be opened to understand if and how it operates.  It is also 

important for understanding how power is converted into inequality.  Nelson and Bridges 

(1999) suggest some possible mechanisms but further research is needed. Future research 

should also address what might be other important bases of power for groups to claim 

portions of the surplus.  Assuming that this is a claims-making process, any socially salient 

material or status characteristic could become salient within organizations to allow workers 
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to extract rents.  The potential variables are unlimited, meaning that we need to specify what 

the most plausible and empirically verifiable forms of power are in organizations.  Finally, 

research must address the contextual nature of these forms of power.  When and where do 

different bases of power emerge as the dominant features of social relationships, and 

inequality stemming from such relationships?  All of this suggests a mixing of qualitative and 

quantitative methods.  Organizational politics is a process that can be illuminated by case 

studies and qualitative comparisons of how the process of organizational politics works in 

different organizations.  This can feed back into quantitative analyses to more correctly 

specify models of organizational politics.   It is clear that much important work has yet to be 

done in understanding the generation of inequality.
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Table 1. Descriptive Statistics of Manager-Core Inequality
Mean 
Inequality

Mean
(S.D.)

Median High/Low Global 
Inequality

Mean
(S.D.)

Median High/Low

Manager-
Core

1.52
(.50)

1.42 3.98/.17 Manager-
Core

3.68
(5.92)

2.57 100/.69

Surplus 
(in millions)

5.18
(6.44)

2.48 35.29 Surplus 
(in millions)

5.19
(6.43)

2.49 35.29

Relative 
Education

.68
(1.09)

0.00 4.00/-3.00 Relative 
Education

.67
(1.10)

0.00 4.00/-3.00

Core 
Training

33.45
(115.5)

12.00 2080/0.00 Core 
Training

34.49
(119.13)

12.00 2080/0.00

Core 
Autonomy

2.50
(.51)

2.52 3.00/1.00 Core 
Autonomy

2.50
(.51)

2.52 3.00/1.00

Unionization 42.44
(39.15)

38.90 100/0.00 Unionization 42.94
(39.15)

38.90 100/0.00

Male 
Dominance

13.68
(32.17)

8.50 100/-100 Male 
Dominance

13.59
(32.55)

9.00 100/-100

Ethnic 
Dominance

4.05
(17.77)

0.00 100/-100 Ethnic 
Dominance

3.93
(17.70)

0.00 100/-100

Permanent 
Dominance

7.90
(20.38)

0.00 100/0.00 Permanent 
Dominance

7.62
(19.96)

0.00 100/0.00

Managerial 
Levels

2.66
(1.26)

3.00 6.00/1.00 Managerial 
Levels

2.69
(1.25)

3.00 6.00/1.00

Mean Inequality N=476, Global Inequality N=445.
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Table 2. Descriptive Statistics of Core-Low Inequality
Mean 
Inequality

Mean
(S.D.)

Median High/Low Global 
Inequality

Mean
(S.D.)

Median High/Low

Core-Low 1.97
(1.31)

1.67 16/1.02 Core-Low 4.50
(12.27)

2.68 230/1.06

Surplus 
(in millions)

5.28
(6.53)

2.49 39.22 Surplus 
(in millions)

5.24
(6.46)

2.48 39.22/.01

Relative 
Education

1.29
(1.41)

1.00 5.00/-5.00 Relative 
Education

1.33
(1.37)

2.00 5.00/-5.00

Relative 
Training

22.31
(71.06)

7.00 1037/-155 Relative 
Training

21.43
(69.22)

6.00 1037/-155

Relative 
Autonomy

1.53
(1.39)

2.00 3.00/-3.00 Relative 
Autonomy

1.52
(1.40)

2.00 3.00/-3.00

Unionization 41.59
(35.44)

40.34 100/0.00 Unionization 40.91
(35.36)

40.34 100/0.00

Male 
Dominance

18.30
(44.33)

10.00 100/-100 Male 
Dominance

18.10
(43.63)

10.00 100/-100

Ethnic 
Dominance

2.16
(20.50)

0.00 100/-100 Ethnic 
Dominance

2.27
(20.20)

0.00 100/-100

Permanent 
Dominance

3.03
(20.94)

0.00 100/-94 Permanent 
Dominance

3.53
(20.09)

0.00 100/-60

Mean Inequality N= 404, Global Inequality N=395.
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Table 3. Descriptive Statistics of Manager-Low Inequality
Mean 
Inequality

Mean
(S.D.)

Median High/Low Global 
Inequality

Mean
(S.D.)

Median High/Low

Manager-
Low

2.59
(1.13)

2.32 12.65/1.12 Manager-
Low

8.36
(43.89)

4.13 800/1.14

Surplus
(in millions)

2.66
(3.86)

1.30 23.53/0.00 Surplus 
(in millions)

2.68
(3.91)

1.27 23.53/0.00

Relative 
Education

1.99
(1.15)

2.00 4.00/-2.00 Relative 
Education

2.01
(1.16)

2.00 4.00/-2.00

Low 
Training

12.73
(22.43)

5.00 2080/0.00 Low 
Training

12.81
(22.78)

5.00 208/0.00

Low 
Autonomy

1.70
(.85)

1.92 4.00/0.00 Low 
Autonomy

1.69
(.85)

1.92 4.00/0.00

Unionization 41.13
(39.00)

38.67 100/0.00 Unionization 41.25
(39.36)

38.67 100/0.00

Male 
Dominance

31.14
(41.90)

29.73 100/-100 Male 
Dominance

31.10
(41.78)

29.86 100/-100

Ethnic 
Dominance

5.93
(22.70)

0.00 100/-100 Ethnic 
Dominance

6.42
(22.24)

0.00 100/-100

Permanent 
Dominance

7.32
(21.39)

0.00 100/0.00 Permanent 
Dominance

7.58
(21.83)

0.00 100/0.00

Managerial 
Levels

2.80
(1.24)

3.00 6.00/1.00 Managerial 
Levels

2.80
(1.23)

3.00 6.00/1.00

Mean Inequality N=355, Global Inequality N=338.
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Table 4. Regressions of Global and Mean (ln) Manager-Core Wage Inequality.  

Global Inequality Mean Inequality
Surplus .017 (.181)* .004 (.071)
Material Power
Relative Education .036 (.065) .046 (.150)*
Core Training .011 (.058) -.001 (-.013)
Professional -.084 (-.065) -.090 (-.129)*
Craft -.158 (-.058) -.104 (-.069)
Core Autonomy -.025 (-.021) -.049 (-.076)*
Unionization .002 (.121)* .001 (.073)
Status Power
Male Dominance .002 (.114)* .002 (.217)*
Ethnic Dominance .004 (.115)* .002 (.093)*
Permanent Dominance .007 (.230)* .001 (.054)
Controls
Owner Present -.118 (-.067) -.031 (-.034)
Managerial Levels .162 (.331)* -.024 (-.093)*
Constant .195 .479*
Adjusted R2 .315 .131
N 445 476
Coefficients are unstandardized (standardized in parenthesis). 
* indicates p ≤ .05 for a one-tailed test.
All models control for seventeen industries and three sectors. 
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Table 5. Regressions of Global and Mean (ln) Core-Low Wage Inequality.

Global Inequality Mean Inequality
Surplus .015 (.143)* .002 (.031)
Material Power
Relative Education .093 (.187)* .072 (.254)*
Relative Training -.000 (-.011) .000 (.015)
Professional .140 (.102) .002 (.003)
Craft -.198 (-.067) .097 (.055)
Relative Autonomy .017 (.035) .021 (.071)
Unionization -.002 (-.101)* -.002 (-.156)*
Status Power
Male Dominance .002 (.135)* .002 (.244)*
Ethnic Dominance .001 (.034) -.000 (-.002)
Permanent Dominance .007 (.196)* .002 (.106)*
Controls
Owner Present .109 (.057) -.002 (-.002)
Constant .503* .366*
Adjusted R2 .144 .166
N 395 404
Coefficients are unstandardized (standardized in parenthesis). 
* indicates p ≤ .05 for a one-tailed test.
All models control for seventeen industries and three sectors.
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Table 6. Regressions of Global and Mean (ln) Manager-Low Wage Inequality.

Global Inequality Mean Inequality
Surplus .013 (.076) -.008 (-.092)*
Material Power
Relative Education .065 (.109)* .047 (.158)*
Low Training .000 (.000) -.003 (-.025)
Low Autonomy .003 (.004) .005 (.012)
Unionization -.001 (-.032) -.001 (-.076)
Status Power
Male Dominance .001 (.081) .001 (.121)*
Ethnic Dominance .001 (.045) .000 (.005)
Permanent Dominance .011 (.339)* .001 (.067)
Controls
Owner Present -.117 (-.053) -.059 (-.056)
Managerial Levels .139 (.247)* .003 (.009)
Constant .581 .517*
Adjusted R2 .187 .055
N 338 355
Coefficients are unstandardized (standardized in parenthesis). 
* indicates p ≤ .05 for a one-tailed test.
All models control for seventeen industries and three sectors.
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Figure 1. Theoretical Model of Revenue Flow in Organizations
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