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Trade Union & Wage Scheme
- Search for Solidarity -

1. Outline of Korean Wage Scheme

The concept of wage scheme in this report includes
criteria for wage determination and wage composition.

The main characteristics of wage composition in Korea
are very low proportion of basic pay and high proportion
of allowances and bonus in total wage. And numerous other
wage items are also included in total wage.

The most important criterion for wage determination is
seniority. In this report we highlighted on the criteria
for wage determination.

Korean wage scheme is characterized by seniority-based
wage by grade. In other words, basic pay is differentiated
according to grade and within a grade wage increases
according to the seniority.

Consequently, wage increases according to promotion and
service period. Seniority is also an important determinant

in promotion.
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2. Problems and Changes of Korean Wage Scheme

1) Problems of Wage Determination by Seniority

Wage determination by seniority has been supported by
rank-and-file workers and unions because there can't be
employer's control over wage determination in the wage
determination by seniority. And if permanent employment
can be available seniority wage can meet the life cycle
living costs better.

But wage determination by seniority has some basic
problems in the viewpoint of trade union movement.

First, seniority-based wage scheme works well only in
the wage bargaining system at the enterprise level. Wage
level by seniorty is different according to the firm size.
The workers employed in monopolistic or oligopolistic
enterprises can get more compensation than the workers
employed in small and medium sized enterprises. In other
words wage determination by seniority is closely related
with wage differentials by firm size.

Second, wage determination by seniority can not properly
compensate for differences in skill and job. It means that

equal work can not be compensated by equal wage.
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Third, maintaining and reinforcing the wage by seniority
can make it difficult to cope with the ‘flexibility’
strategy of employers because employers want to reduce the
workers with high wage by long term service but low
productivity.

In other words, wage determination by seniority can
deepen labour market segmentation and make it hard to cope
with the ‘flexibility’ strategy. So we think the wage
determination by seniority should be modified at least

partially.

2) Wage Scheme Change by Employers’ Initiative and It's Problems

After the great working class struggle in 1987, wage
scheme change by employers’ initiative became an important
issue in Korean industrial relation. Wage scheme change by
employers’ initiative focused on the change of criteria of
wage determination. Employers intended to change existing
seniority-based wage scheme to the merit pay scheme based
on job ability.

But this ‘new’ wage scheme has three main problems. The
first is related with propriety of criteria for wage

determination. The main wage determinant of this ‘new’
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wage scheme is job ability and it contains three
evaulative factors like job performing ability, results of
performances and performing attitude. But performing
attitude is not a proper basic wage determinant.

The second is related with the method of evaluation.
Wage level of this ‘new’ wage scheme is determined by
personnel evaluation about job ability. But the evaluation
is performed by employers’ initiative and unions or
workers cannot participate in the evaluating process. So,
the evaluating process by employers’ initiative can result
in reinforcing the employers’ control over workers.

The last problem with this new wage scheme is related to
effect on labour market. New wage scheme is to be applied
at the enterprise level. Like the seniority-based wage
scheme, this can increase wage differentials among firms
of different sizes.

In the end the ‘new’ wage scheme is designed to get
more wage flexibility. But it would reinforce competition
among workers, and cause insecurity of employment and
instability of wage. And it produces further labour market

segmentaion.



3. Direction of Union's Wage scheme
Policy

1) Need of Skill Based Wage Determination Scheme

Either  seniority-based ~wage scheme or personnel
evaluation based wage scheme doesn't promote humanization
of labour nor strengthen the solidarity among worker. In
order to efficiently cope with flexibility strategy of
employers and to develop the industrial union system,
Korean unions should look for alternative wage scheme. We
think the alternative wage scheme should be based on the
grade of skill.

Significance of skill based wage determination can be
summarized as follows:

First, skill can be an objective wage determinant. There
exists common skill structure in each industrial secter.

Second, skill can provide more autonomy of work to
workers and therefore skilled workers can develop more

democratic workplace.
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Third, skill formation and skill development allow the
workers to get more stable employment because skilled
workers have advantage over the unskilled workers.

Fourth, workers can get continuous wage development and
promotion by way of continuous skill development.

Fifth, skill-based wage determination contributes to the
realization of ‘equal work equal pay principle. If the
skill-based wage determination can be applied in the
industrial or social level, it can weaken labour market

segmentation and develop labour solidarity.

<Table 1> Significance of Skill

Enhancement of Improvement of
Autonomy of Security of
Labour Employment
Skill Formation
Strategy
Continuous Formation of Wage
Development of Determination scheme
Wage and Based On  ‘Equal Skill
Promotion Equal Wage

2) Union Activity to Promote Skill-Based Wage Scheme



In spite of the significance of skill, in order to form
skill-based wage scheme several conditions should be
satisfied. How can we create skill-based wage scheme
unified across the industrial level under the present

enterprise union system?

Above all, unions activity to develop skill-based wage
scheme should be concentrated on developing vocational
training scheme in the enterprise and at the social level.

Second, wage and promotion scheme should be changed. The
key point in changing the wage and promotion scheme is the
change in criteria for wage and promotion determination
from seniority or personnel evaluation of job ability to
skill-base.

Third, if unions are to develop skill formation system,
unions should demand the enriching of job content and the
redesign of work organization. It means that the
Taylor-Fordist mass production system should be changed to
more innovative and skill based production system.

Fourth, if unified skill-based wage determination would
be worked at the industrial level, first of all, unions

should reduce various wage differentials among workers
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including wage differentials by firm size. Another efforts
of unions should be concentrated on the establishment of
industrial ~ bargaining structure. In order to form
industrial bargaining structure, unions need to establish
industrial union, and to demand corresponding employers’

bargaining organization.

<Table 2> Formation of Skill-Based Wage Determination

Redesign of Redesign of Work
Promotion scheme Organization
Formation of
Skill-Based Wage
Determination
. Reinforcement of
Redesign of Wage Vocational Trairiing
scheme
scheme
f f !

Decreasing Wage Differentials by Firm Size and Form of Employment

Skill-based wage determination scheme at the industrial
level can be introduced by the establishment of skill

qualification scheme and industrial collective agreement
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about wage determination according to skill qualification
scheme.

The existing public skill qualification system can be a
variant of skill qualification scheme for skill-based wage
determination at the industrial level. But in order for
existing public skill qualification system to function as
a base for skill-based wage determination at the
industrial level, specific skill contents and structure at
the industrial and occupational level should be
incorporated in the public skill qualification scheme. And
enterprise level job training scheme should be closely
related with public skill qualification scheme.

Another  condition  to  create  skill-based = wage
determination scheme at the industrial level is for the
industrial workers and employers to agree to adapt skill
qualification =~ scheme as  the criteria for  wage

determination.

Due to big wage differentials and enterprise union
system, and due to old mass production system promoting
deskilling of workers, it may take long time for Korean
trade unions to realize the skill-based wage determining

scheme wunified in industrial level. But if the unions
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exert themself to establish industrial unions and
industrial bargaining structure, and if they can mediate
and corporate the different interests among workers about
wage well, they can make realization of unified

skill-based wage scheme earlier.



