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and lts Association with Value Added Productivity per Employee
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Abstract

This study surveyed 152 publicly traded companies to investigate group—performance based pay

practices and its impacts on labor productivity. Compared a benchmark survey from Department of

Labor, those companies show higher introduction rates, especially in small-to-medium sized

companies. They also tend to pay profit—sharing bonus more in the form of company stocks and

differentiate individual bonuses more by department performance than individual performance. The

impact of group—performance based pay on labor productivity is positive and statistically significant.

Economic value added per person in those companies adopting group—performance based pay tends to

be higher and increases with the coverage of employees under the pay plan. It also reveals that the

years after the play adoption are negatively associated with labor productivity.
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I1l. Empirical Analysis
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2. Research Methods and Variables
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Table 1. Variable Definition and Descriptive Statistics

industry
category)

variable Definition Mean Std.
2002’s value
added divided by
value—Added | total number of
productivity employees 2,684.99 65,030.25
in 2002 (adjusted by
2000’s cost of
living index)
2001’s
value—added
value—added dlvrﬂ?:bz (t)cf)tal
productivity 1,609.38 52,299.64
in 2001 employees
(adjusted by
2000’s cost of
living index)
adoption of 1 if the compay
group adopts the group
performace— performance—ba 0.49 0.50
base pay sed pay system.
system 0, otherwise
1 if group
performance—ba
scope 1 of
rou sed pay system
groub applies to all 041 0.49
performance )
“based pay occupational
groups. 0,
otherwise
1 if group
performance—ba
scope 2 of
rou sed pay system
group applies to parts of 0.08 0.28
performance .
—based pay occupational
groups. 0,
otherwise
years after yealrs passed
since the
group
erformance company
P adopted group 2.76 419
—base pay
, performance—ba
system’s
adobtion sed pay system at
P the point of 2002
compan log of total
.p Y number of 7.19 1.25
size
employees
total fixed assets
fixed asset divided by total 309,692 367,898
per employee number of
employees
employee
average wage
relative wage . divided by 4318 12,72
level industry average
waged in
percentage
dummy by
industry code,
industry (refer to the note _ _
dummy below for the
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Note: 1) industry dummy: industryl= food, manufacturing,
clothing, industry 2= papers, wood, chemicals, non—metal,
machinery, industry 3= medical equipment, electronics,
transportation, other = communication, construction,
electric utility, service, retails.
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1. Empirical Results
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Table 2. Regression on Economic Value—Added per person
in 2002

Variable Model 1 Model 2
value—added productivity 0.77%%x* 0.77*%x*
in 2001 (0.23) (0.23)
adoption of group 17492 52+
performace—base pay (7851 .44) -
system )
scope 1 of group B 17106.72x%%
performance—based pay (8839.80)
scope 2 of group _ 19047 .10**
performance—based pay (8469.23)
ars -1614.27* -1605.46~*
Y (935.23) (959.26)
company siz 2625.22 2681.67
pany size (2361.71) (2399.53)
fixed asset per employee ~0.012 ~0.012
per empioy (0.017) (0.017)
relative wage level ~82.68+ ~81.26
¢ (49.21) (50.50)
constant 431.55 171.33
(29911.76) (30255.19)
industry dummy (control) (control)
N 127 127
R-square 0.45 0.45
Note: figures in parenthesis are standard errors in
regression coefficient. The standard errors are adjusted
over heteroscedasticity. *: significance
level 0.10, == significance level 0.05, **x*:
significance level 0.001.
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