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abstract

Pay reform in Pulmuone : role-based pay

Ahn Sangmok + Park Woosung

It has been well-known that the senoirity-based base pay is a dominant
form of pay in Korea, in particular, for the production workers. The recent
changes of environment have undermined severely the beneficial effect that
it had on employees and firms. Rather, it became a source of concern for
the firms because it cause the rising cost of labor while revenues is stagnating
or diminishing. To cope with that problem, a number of experts on
compensation argue that seniority-based pay should be changed to work-based
pay either job or role. It is rare to find a success story in that endeavor because
of the strong opposition from labor unions preferring the guaranteed pay
increase under the seniority-based pay. It is in that context that Pulmuwon’s
case draws our attention because it succeeds in implementing role-based pay
while controlling seniority effect in its seniority-based pay. This suceess results
from its intensive efforts to communicate actively and openly with labor unions
and employees. And it comes also from its well-articulated pay scheme which
emphasizes role of the employees, but which takes also care of the employees
being effected negatively by this pay reform. This case of pay reform in
Pulmuwon gives an lesson to other firms hoping to reform seniority-based

system that cooperative industrial relations are corner stone of the change.

Keywords : pay structure, labor cost, seniority-based pay, role-based pay. labor-

management cooperation



