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Abstract

A Study on Improvement of Performance and Annual
Salary System of Public Enterprises

Choi, Cheol Joon

Department of Shipping & Port Logistics
Graduate School of Korea Maritime and Ocean University

The performance annual salary system of public enterprise started from
the intensified competition among companies in the era of global
competition after the financial crisis. The purpose of this system was to
solve the limitation that the seniority wage system in the public enterprise
with high employment stability iS not appropriate as a motivation means,
and to correct the distortion of the wage system due to the complex wage

structure.

The framework of the performance and annual salary system of public
enterprise started as a recommendation of performance annual salary
system for senior management of the Ministry of Strategy and Finance in
June 2010 and has operated smoothly. However, in January 2016, after the
announcement of the “Introduction of the annual salary system for all
employees except the lowest position” which is the standard for
recommending the extension of the annual salary system, it has led to a
great backlash by individual public agency unions in connection with the
labor-management agreement that resulted from a change in the rules of

employment regulations.
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Since then, the new government has abolished the “Recommendation of
January 2016” and has allowed individual institutions to operate the annual
salary system reflecting their characteristics and circumstances. These
measures of the new government serve as an opportunity for each
individual institution to re-examine the appropriateness of annual salary

system for senior management.

In this study, we examine the theoretical background of the performance
system and the precedent study of utility of the system, and present the
improvement direction necessary for the performance annual salary system
to become a system that can positively affect the productivity improvement

and the management performance of the public enterprise.

The survey method was conducted by interviewing 29 public enterprises
with related experts such as head of the department of performance
management, performance management manager, and human resources

manager.

The contents of this study are as follows: Survey and analysis on the
performance annual salary system operation status; Survey and analysis on
the recognition and acceptance of the system including the proportion of
performance salary, total salary difference and basic salary difference;
Survey and analysis on the opinion for appropriate level of performance
salary differential payment system and basic salary increase differential

system for future improvement of institutional design.

The performance and annual salary system of public enterprise can not
be the purpose itself, nor should the level of institutional system
introduction be the basis of evaluation. It should be used as a useful tool to
improve the management performance, and the evaluation of performance

and annual salary system performance as a wage management methodology
- Vi -
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should be replaced by an evaluation of how the system is designed and
operating to reflect the characteristics of each institution and whether it

contributes to improving management performance.

As a result of this study, it is expected that further discussion will be
made on how to improve the design and operation of the performance and

annual salary system of public enterprises in the future.

Keywords : public enterprise, performance and annual salary system,
recommendation of performance and annual salary system, basic

salary increase differential, performance salary differential
payment
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