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Report Highlights

This report on fAEstablishing Best Practices o
Productivity, Quality, Competitiveness and 1In
experiences on human r e AFPECc anepnbact i@caerse ofyr @ mw
Kor eMa,| ayTshiea Phi |l i €hi neseiandi p

1. O0bjGctitviere poofr t

9 Developing at of riamemwmovwve& productivity, gual i
i nnovation among the industries especialdl
( SMEs)

T Ildentify best practices on human <capital
capabilities of SMEs.

9 Developing and promptly the use of appropr
productivity among SMEs.

2.OQvervi ewr emgortthe

This repisets mavioup r,ghaer tfsi r st part wsialnld epxdmiorse C
framework on some of the best practices on h
bemig adopted by Tthlkee siercdingdt eppapsetl at i on of best
human capitalobdseevrbwewceheonm camydupported by case
to showcase how s o nmerhleefi ntgh eabdgo pptheedc s e c est ed S M
economies concerned.

The traditional approach to humppreaporcashidpyv
me n thoernt e e relationship without any structur
approaicttsos s eii & ®agntdi vieear ning is througdhn exper
sessiTohndsoown @fi dehi s tshyashteerse nesnmalklugcessi on pl &
andsesss pertaining rnet anttircaecrtio foens laindineng t he c|

are aging |l abour force, | ow female participat.
| abour force to be employed in these ow,gani sae
dusty, dangerous).

Howe ywirtgh obaalitfosnget her wi t h tehxep efridmanmdeiddén cr i s
t he | at,e t1h9e9 0Osé6csenar i o has changed. The focus i

capi thnalrttuoc e @angomwmet @aifn haghoywdkki dbedeablwdho ar
t o r amiadplty andc rreastpiomal vy t o eTchoinso misc ecshpaehchieas! |
the advent of bot &) Xi minmdg Yt lpe nlealmou ® nmat kets. a’
beliefs i-melliualrec es,enlud btiiltiatgyk lathchc B i evememreiht ed,
entrepreneuranal \aseesa oift \y,adget sT hansd ytoeucnhgn ol | aobg
force i1 s wil laipnpgr etco attdehkse isnpieskde hwoulkgbed i aveés

i ool | anbgopraantd co.oper ating



HRM practices is claimed to establ-empl dphee to

relationship. In turn, this relationship can
more innovative and productive. Mo s t studi es
commitment practices by their very nature enh

At the or glaenvieslat iiotha¢an be concluded that whi

organi sations to organisations and there is n
al | organi sations. I rt e g asr dvfietsasl z ef otro oirngpalne ngeart ti
and exft ethRM opr acti ces. HRM practices compri se
motivates and retains employees to ensure the
organi sation and its members.

Human <capital devel opmeintthisnh otuHiedo mroglaudinsleya sk e
align towards mahrek ecth aonrdi emend @it $ wmer sT behavi or
of fline purchasing in the retail sector has s
aligned with | atest technoleongiience,hatti mvallilnegss
samwvgs

3.0 Human Capital Devel opment Framewor ks
Among the human capital development framewor k
economies- include:

3. ANati dmtadgr Bumdn Capit al and Tdlreame wDe ke |
whi ch emphaslicsregs loenarlniifneg from earlcy chil
educati on, t er tpraofye sesd weaatli owmo rtka ng | i f e
career.

3. A framewauamanorCapit al DevelopmenvalPués aamsd
Core values drive the samdc essest oftl & oorngaapnairs
competitors, while the pillars $ach aw®ndce
reasonabl e practices, competitive remune
environmeat, cowmoaumi aadi emphasi s on gr owi |
drive employees towards achieving higher

3. A modelnkHngh Performance Wor kvi BfastFeammo sl
Performaanmxcedevel opedt Hee elvatl iuarnehi p bet we
performancehehprcihndcispal uwepenwmdentsaamoic é&o
subystems of human resource fl ow, rewar d:¢
and work Btrmctperéor mance and HPWS strat
dependent wvari ablteswaisn ftohuen denaidheaits tah eprosi t
strong correlation.

3.4ComponentBal efianalle meFmta mewogrekner al | vy i ncl
components of another talent management f
mi ssion and core values; busi tegan mloan st



wor kforce plan to help meet the Dbusines:

positions both internally and externally
organi sational heal t h. T ke mtaét h eomt orha nhaugnea
resource activisieéectihmg timeolrveght peopl e
potenti al, driivasing, thwiilrdi emgt htidsed r a lcoanmi

pr ovisdiiprppdourti ng transition periods.

35 Theluman ResourcemkeadexefHRBRhjpemoompefenty
the workforce and | eadership capabilitie
performance. ThiRHRY s t eampd mtdhees human capi't

They fardheiided four categories namely 71 ec
HRDndex, performance and compensation ind
On the other hand, the human capital i nd
namely human capital index and | eadershinp
36 Wor-ki fe Balancei §ramewon&i | ing work and f
been an issue of growing i mportance over |
not solely |l ooking to get more income but
work fe bal dnde. bAdraknce i s adphoat memplogese
control over when, where and how they wor
company to gain a c¢omgetaintgiiwneg edigra ¥+iom mam |
i fe balance ranks as one of the most i m

nly to rtiompenamd wor kers who fldadle tbhad ya nhca
end to work 21% harder t-Wwamkednpl oyees wh

4. 0 Experience from Korea

Human resource management practices in Korea

C
firms. Korean firms restructure themselves to
utilisation of human resources. Some ef tbhe i
expand the human resource development progr .
devel ofpilerqnded | earning that can be offered L
devel opment of SMEs . Many studies on human r
positiveti @wror rbeeltawe e n productivity; recruit me
compensation and organisation. Hence, an | nd

comprehensively had been developed.

The Human Resource I ndex (HRI) consistentyHR s
i ndex. The HR system index comprises recruit
resource devel opment index (HRDI) ; perf or manc
human resource competence index (HRCI). Where
(WCIl ) s¢comdi human capital i ndex (HCI) ; and | es
(LCl). There was a wide gap i n HRI bet ween S
economic sectors, the financi al sector accoun
i mprovemeHRHRI can |l ead to significant sales 1in



Field oriented HRD management programme shot
struct-uhjadb otnr a@JnTi)ngt f Sboost the productivity
chall enges of the SéMEtso airevedqteiirnriRDcpgrangr amr

|l osing valuable human resource after investin
have besekn ldpd wil.l have better jJjob mobility
organi sation. Thefethe ahsbi antyssesbieSMEs to m
by | arger firms. Under this situation, SMEs
resource and | imited qualified technical work

5.0 Experience from Mal aysi a

Mal aysia has a hdl approaahdtet EMEtdeeel opment
The National SME Devel opment Counci | (NSDC)
i mpl ementing SMEs programmed to decide on the
economyYne of the key NSDCt i &t itvhes SdWE -2M&®2Dt)er p |
aligning the goals of SME devel opment with t

nati on. The Masterplan sets the stage for a
supportive andsycsotnednu ctiov ee nehcaan de ctomda ravouti on o1
economy. One of the factors identified in the
that wil/l influence the performance of SME.

A continuous | earning -lmordeg || earprhiarsg siisn gb eoinnd iif
aproach wil |l nurture and devel op Mal aysians
childhood educati on, basic educati on, tertiar
working lives. One of the most I mporoamenfteatu
is the establishment of the Human Resources D
devel oping Quality Human Capital and World cl
economy based on knowledge and innovation. S|
alos utilise their |l evy to attend human resour
SME Training and Partnership (SMETAP) scheme.
Some of the initiatives which can be carried
best human resourceawanadtiwienadgptcoemphbyi es s
holistic approach i ncorporating t he ei ght p
encompassing care for people, career growt h,

remuneration packages, éhex-whiwe cowoomknngateinon
emphasis on growing peopl e.

Among the c¢challenges faced by SMEs are that

survival rather than giving emphasis to traini
The fear ofyéesiogcemphey have acquired the
skills | eading to high |l abour turnover i s ano
many SMEs are not aware of the many HRD progr

government .



6. 0 Exmpee ifdhemPhil i ppines

| Mhe Philippines, onies otfhet hNeatmadinm | f oCcoursp et i t i
education and human resource devel opment worKk
Filipinos into being globally competent by in
where matching of sli lallsi ganredd Kmoowalrealddge sdrabl i
provide products and services that wildl cater
One of the skills devel opment progmacmcmeetadnrealng
education and trenaiong shet &my Imeassres to eog
empl oyabl e and productive skills needed in th
competlaanxgd, accessible, and flexible to be re
Programmes undetrheak®MEd4 oi mellpde t he i-mplt mmment
Mi cr o, Smal | and Medium Enterpris-201D6evehiopime
focuses on four areas of hel ping the SMEs. T

business environmentpnapceyi grongi dcogsactesd it
and international markets; and enhancing the

The talent management framewor k provi des a
framework includes definisgonhandomparyodsal wuie
devel oping the business plan. The business p
comprising both talent acquisition and talent
strategies such as having compesthioul de beomgp er s
to retain the talent pool . Having good organ
barometer to gauge employees moral and satisf

The main challenge faced by SMEs is the | ack ¢
empl oyees. I n many iwestamesst aampltoyeadd end | e
fear that their productive tirmd ewhi ovh | é qgbaet ad
is also difficult to measure an ent epiptrals e 0 s
devel opment initiatives. There is a need to i
the new generation of the workforce through r

7. Experience from Chinese Taipei

I n Chine,sacXesei pai huumrame riess oa hnoesafsfuircei et te | fi isr ms
Hi gh Performance Wor k SyshtaegmeHbWS)I-owlP&&dbi s

such as HR flow; reward systems; employee infl
a posiimpiavcet t owards fTorenpar oamaaneinuous fl o
empl oyees, a Framework on PeopglramRiwamkwascdeawd
stepsfive year peeodplyebpi bdjndgot hewetnatlienngt tphoeo
procegs fanally ensuring the system is in plac
Tal ent management pdmh memd ceos sa oalrumanc al esour C ¢
management . It i nccrliutdiecsal i dieonigs |f yderg@lo@ b ¢ con
performance and competgunpeansseaestement pdsdevel
for i ndividual £oimprcerhceersitve Is@uecebeas smoorne pcloamp.e t

in the compensati RetphokagVer kaCoompalihnsati on pl

10



propoasnedd shoul d beTatmpll eamsmenusrerthiesmat i on roeft urrenlsat i
plus total compensation. Raivia tdlearred Ichpyrga teunren s

f acttowatst ract empg| oy¥lecoeasan compensation | ooks at
bensif#&kitnd that attract employees to continue

The government i's encouraging co-lmpapdesytbem
whi ch wi l-wi rbesiat watni on for alll . However many
system as they are afraid that the peffarmanc
thathj s system is not to motivate employees bu
al so worried about the transparency of the a
chall enges and problems faced in many SMEs as
8. WRecommedHu man Resource Development I nitiatiyv
The four economy reports provi de i nsights

management with particular emphasises on humar

SMEs, and organisatignadlesiteypelaszahdkEredmae vamslge s
highlighted. To @lallessgehef ¥a@aed oluygy SMEs, ¢t he
initiated:

8.Adr eatawageness among SMEs towards HRD prograr
At the natmamwpl| hbmael|l resource devel opment pr
organi sed by various governments to help SMEs
Whit keedRD programmes are made available to SM
awareuech facilakepsrand t bBendtt drscdthrea gifrog.e i
that more awareness campaigns be carried out
programmes, incentives, grants, and funds off

8. Ment-Ment ee par pmegs aimmes

The memetnotree partnership programme bet ween SMI
practiced umdevd Méeyesaiiani ng Paognam&ME PARPPuUIl d
beemul at ed by ot hUenrd eec atnhoinsi edR O gpmr aarmame c e s i n
organi sations serves aSMbbse nwihlma rdddea pdtholraen StMdad .o |
some &fd etshte p riamptliecneesretsa dh bdy shed fir ms.

8. MBal ent management among SMEs

A platform for the develtipmealt odpadlkialdietrisds pc
|l evel s, business and individual exists to real
with capabilities is a common practice among I
adopt some measuwmrageomfent alt entenmare a continuo
tal eAdni mportant feature iB8 dafiednwam&ned ame nt
includes talent acquisition and talent pl ace
compet-eaxed curri ¢wlpumat endeve

8. lssessing the effectiveness of HRD on firm |
The reluctance of SMEs particularly the smal |
to thequanonki bfable results for their HRD effo

11



t @ssetshse i mpact of human resource devel opment
|l ndex devel oped!| d nb&Kormpl ementaed HyuSMEL hag , i
total saleéesvaetyg posrel at ed.

&
=

i ne laetarwnbienkgp | ac e
this era of I CT and technology, human capi
wor kplace thdeaghmi ogl ipme® gaadmes. SMEs whe
re their emarepanvwdr tfrari ni ng can opt for trai
itdhenveniSMEkse shoul d timmear lanadn coeslt e aerfnfiencgt i
grammes to continuously enhancee nphlfes ysekaisl.| s
ed 1 nitiuartaigvee etnop leoryceces t o parti,ca psakiel lisn
ed reward system could be i mplemented.

QT OO0V — 0
QO = T TS5
@D

n o o

8. Human capital devel opment plan at the organi
SMEs shoul d be ceanrcroyu roaugheede @t®oa hy eggauge knowl e
and Iskigaps. A human capital devel opmeah pl an
t hjeotbr ai ning, jobkirlbtiangoandmuéam buil ding to
capabilities of their empl opeas sdshoultadl bé oe m®
values of the young generation to their trair
greater reWenkilbinfeabal ance i nitiratainvte sf eaarteu rbe
the workpl ace and cdmwuil de rbaet itcark einn idhegéwel opi ng

9. Concl usi on

Many studies i nhhERMeadananalipaedhip bet weesanHuman
firmés pefThermaggest I mpact of the HR strateg
not be directl mapdovenmendi atwi |l |l mor e,ilnidkierleyc tol cyc
and over ti me, realised through the invest me

productivity, gual ity and customer satisfact
integrate 1 tsepeaplleppattices in support of th
of human resource practices and systems by a\y
way in guiding SMEs towards developing and i
processes.

At t hes atrigama | l evel, it canDpeactoinceésdedr itds
organi sations to organisations and there is n
al |l orgalnt sasi ensal rMfegarodlgeasns saft i inse t o |1 mp
andxtentD.ofl tHReomplrd se a system that attracts,
retains employees to ensure the survi vDal of

practices establish témplteeymeprl aypde codhbhattiuornns, h ic
this relationship can encourage or discourage
producti ve.

12
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10l ntroducti on

The Korean government wasupabpreocteos sh absyt echi rtehcet
resources i nto a small number of strategi ca
advanced technol oge esn d mioBms rdienvge | tohpee dprvea ensrse,n tt
supported | arge firms to overcome | acking re
medium enterprises (SMEs) were mostly | eft o]
economy. Currently, the government focuses o
beteve SMEs and | arge fpragxré é&cdeaesesmSIMEiIsng hi
unempl oyment , income disparity, and overall i
concerns in Kore

Korean economy faces serious c leal leexnpgoerst f
or and domestic sector, manufacturing sec!
along with income disparity. I ncreasing

irms becomes a centr al i ssue ofautshees &
ther 1 mbal aME®esmp 1S9soef i Jail d albluy,i ne¥ 8%es and
e vbamklfgrable to g8n6ekabé a bopfo te xapmodr t1s9
r.eSaME are earning much | esserngrohsus$f i dia
nvestments i n SMEs relative to | arge firms.
rate for SMEs in comparison to | arge firms,
competent employees to compete i B8B the mapbket s\
productivity of SMEs.

t
S
g

—=mo o

f
h

O ™"TTo9 =0
-t

e
0
h
Sal

—“ X0 — v

SMEs have to develop their full potenti al t o
knowl dpdged economy | ikeconhbmrwhlievle!| bped comp
knowl edge intensive | fbduest rsieersviand isrefcaromat iTa
SMEs must be able to adopt and adapt new syst
by identifying best practices in human capit:
devel opment (HRD) providdd ransk whwlcehd gdes pealo nfi
a knowledge based economy.

However, SMEs face dil emma in HRD, which requ
to compete in the market and they do not h a\
Devel opi ng humaens sciatpyi tfaolr iSMEsect o grow and obi
to overcome disadvantage in size. Considering
economy, we need to understand and support th
for SMEsneed to develop human capital devel opl
that affect performance and compkedastt iprreancetsisc @ s
enhancing human <capital wi | | provide the 1|in
humamical resources resulting in higher produ
services, enhanced competitiveness and new an
operations.

This paper hHumerstigadwrsce( WRM)ggemenst amdhait ssue
affprcaeaductivity, competiforvé&MEss i drdior eme s atie
practices on improving productivity and 1inno

14



effici eamaydop ard hpr awmset of appropri adse tsoyst e
achieve competitiveddes pampemg attsk® aMBI  yses go
to promote human capital devel opment of SMEs

The rest of the paper I's organised asthfeol |l ow
Korean economy focusing mckgobuaoy obKcrniMis ana
Section 3 provides new trends of human resou
human resource management by Korean SMEs, and
i ssudeRKRM hmor Korean SMEs. Section 4 presents t
t hat was chosen to showcase SMEs best practic

15



200vervi ewkoofeanonomy
2.1 Current hksrsauemso md my

Korea ofs tome most diversified and technologica
as its gross domestic product (GDP) grew on av
manufacturing sector has catapulted Korea int
GDPwhereas services sector accounted for 57% c

ian f-P8Banthal Koreansecaoanam9 7s| owe
wer gKowed grew: awD®al ny by 4. 8%
Research i tituresi esedmat e@ecr aad ¢ pptr md rgo @ wit 1
potenti al the Korean economy based on rapi
exampl e, Korea Devel opment l nstitute (KDI) foc
decline to-BQXDBO0 iH0 200186, 2and 120480 pT21HBI34d 2. 1

After t h
C

As
on a mu | o
ns
of

Table 2.1 Growth Raté¢é hlBbr anheBtonbmGDP of
198910 199010 2 006110 2 0 3210 2 0 2310 2 0 3410 2 0 4510 2 0 5610

8.69 6.4% 4.59%9 3.6% 2.7% 1.99 1.4% 1.09
Sour ce: KDI (2012) .

The decpadtnentoifal GDP i s associated with decr eec
from aging and shrinking population that weak
with decreasing investment that reduces capit:
economi ssues i n Korea which experiences the
economi es: It became aged society-aged2B80@i ang
in 2'avd6 k force itself is expected to decrease
gr eattlhy awii ng which decreases demand, | ower [
causes pension problem and mounting welfare <c
hard to curb the trend but fertility rate con
vest ment has adwaiysgbtea BBitglngr owth period
nce 1960s, but started to decrease after tw
| ead business cycles in the past but now |
te of caphaal af wamat been | ower than the GD
igure 2.1). The decrease in investment 1 s r
Il vate sector that owed a staggering 711 tril
e privatreeasdgt dreveraged to buy financi al al
[

se enough profits to pay out the debt whic
restraining domestic demand. When we compa
eabs damkseticatmi o constantly decreased an
n o mi ecso nhsaivsaetaeinnttlayi ned about 80 %.

ure 2.1 Growth Rates of Real GDP 2003 Capit

—TOOK OO T TOY O TS

Q O —

IAneconibmycal | edwlemed cemndi etat i o of people over 65 years
ul agad s ocieextcye2eddise n i t

16



35.0 /‘
30.0 /‘ ——GDP
25.0 - -
20.0 / \ A — Capital formation
220 \/ A AJ\
. A\
10.0 / -\
5.0
00 /] vV
_500N<I'LOOO N#LOOOON#QO\ON#QOOOON
YT o o o o o © 5 5 2 2 o |5 S S S O S o 9
_100 — — — — — — — — — — — — H‘r (e Al Al A Al (e Al
-15.0
-20.0
-25.0
Source: KOSI'S (Korean Statistical I nformation Service

The Korean economy tries to w@woveeawpyt hr odmws:
pr oduetriiwietny path of economic growth to offset

to sustain economic growth. Thus, t he Koreal
techniroalr e s t o sustain economic gr owt h and
i ndust reicaolniosngfche gover nment i dertthief iienspoandanem
total factor productivity (TFP) determinants ¢
and training, institution and economic struc
competitiveness of the Korean addoromy iig sdiese
Ssize in many areas.

According to 2014 results of Gl obal Competiti
26. However, evaluation of public and private
mar ket ranked 86, fdandigegaonads rmarkkeadt 368 refl ect i
regul ations.

Table 2.2 Global Competitiveness I ndex (2014)
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Categor| Ran Rank in detail
l rregul ar payments anidn bdda diessi
government of ficials 82, Wast e
Il nstituti| 82 68, Burden of government regul
framework in challenging regul
government policymaking 133
Quality of roads 18, Quality o
Infrastrujl4 infrastructure 10/27/ 31
Macroecon7 Government budget bal ance 14,
environme debted&bnamyedit rating 22
Heal t h an|, - I nfrmomtt al ity 16, Life expectan
education education 44
Hi gher ed 23 Secondary/ Tertiary education e
and train education system 73, Extent of
Goods mar Ext_ent odf o manraknecte 120, No. of
. . 33 business 32, No. of days to st
efficienc . ;
foreign ownership 99
Labour ma Coopergtio-pmphoanlb'ou_el_ation_s
cefficienec 86 determl_naf[lon 58,r|r1-|gr|pr_ngacta|ncde
productivity 36, Women in | abo
Financi al 80 Availability/ Affordability of
devel opme Soundness of banks 122, Regul a
Technol og 55 Avail ability of | atest technol
readiness 73, |l ndi vidual s using internet
Mar ket si |11 Domestic mar ket size index 12,
Source: World Economicec2Fo0rum (2014) , pp. 234
The Korean ecohamgscsereousychall enges from ri
export sector and domestic sector, manufactur
firms and SMEs, along with i ncome disparity.
productivgeéeyraaadbwaween SMEs and | arge firms
the economy because it is one of main causes
Operating profit of |l arge firms was 1.26 til
inefficiennh SMEestmémti vely to | arge firms. T
and wage rate by SMEs, which face difficulty
compete in the market which further affected

Table 2.3 Gap bdeat keaemeSMES mani n Korea (Large

Operatifne, pour pro Wage ratCapéltaablour
sales r

1. 26 2. 88 1.61 3.32
Notes: Numbers are rati &doafr clear cChofii (@D lalyyer SMEs.

The Korean econemyr uatierde tiot sel f to bring ba
catapulted itself to developed economy by add
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t he Korean government needs to restructure in
are ranked &2 nign w8Ckhrams one of the areas wi:t
2.2) . Labour mar ket I's another area which re
economic status to boost the productivity of
Sshoul d al sedbet cexttleen fi nanci al mar ket whi ch
inefficient, derailing the whole economy as
financi al crisis.

Th&orean economy should also address growing

domestic sectors, manufacturing and s&hegices
econoheys to develop t-bwaedescohmaonyl eldgkee ot her
economhesh hmpwd idd ve knowledge intendHiasvsedi ndu
services sector.

2. Rackground of K®MEscm nto myh e
1 Productivity Trend of SMEs in Korea

Table 2.4 shows the share of SMEs in terms of
out put , and added value were 99. 0%, 73. 5%, 4°r
The share of SMEs remai ned aRkmma 283t peonsdst eSn
accountred 4forof t ot al empl oyment and were the |

added of SMEs accounted for 43.5% and 45. 2% r
sector even though they employed 73.4% of the

Table 2.4 ShaKereanSMBResufacturi2®dg2%ector (200

2009 2010 2011 2012
No. of Total 57,996 62,376 63,047 63,907
Fir.ms SMEs 57,396 (99) 61,756 (99) 62,413 (99) 63,229 (98.9)
Large Firms 600 620 634 678
No. of Total 2,452,880 2,636,177 2,694,782 2,753,684
Em I(.) ces SMEs 1,803,604 (73.5) 1,956,409 (74.2) 1,986,772 (73.7) 2,020,990 (73.4)
ploy Large Firms 649,276 679,768 708,010 732,694
Total 1,122,987 1,326,114 1,491,351 1,507,834
Output SMEs 508,159 (45.3) 595,225 (44.9) 661,157 (44.3) 653,342 (43.5)
Large Firms 614,827 730,888 830,194 851,492
Added Total 374,501 435,344 480,203 480,713
Value SMEs 179,554 (47.9) 196,024 (45) 215,630 (44.9) 217,295 (45.2)
Large Firms 194,946 239,320 264,574 263,418
Notes: Percent shares in parentheses. Output and value

Sources: KOSI S.

oductii

Table 2.5 shows | abour pr i
Lab ty was d

y in Korean
2012. abour productivi e

rent acr os
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n

(

of SMEs -W9 tehmpllOoyees averaged about dmBéo tofan hc
1000 empl oyees.
Table 2.5 Per Capita Value Added in Korean M
2012)
Firm size in number of employees

Industry 10 20 50 100 200 300 500

Toal 19 49 99 -199 -299 -~499 ~g99 1:000%
Total manufacturing 1746 741 83.4 100.3 125.8 1454 168.6 2449 411.7
Food 127.3 71.0 75.1 951 1084 1715 2346 184.1 289.5
Beverage 395.2 71.8 136.0 189.5 314.2 307.0 830.0 1008.6 620.2
Tobacco 975.6 n/a* nfa 107.8 248.1 n/a 1200.8 nfa 1072.1
Textile 726 635 685 747 88.8 56.2 169.1 45.6 52.1
Clothing 1040 443 68.0 943 193.6 189.2 330.1 273.2 n/a
Leather & footwear 93.1 48.7 66.9 1823 1426 161.6 66.0 n/a n/a
Wood 81.3 71.2 79,5 1027 108.1 101.6 7.8 163.8 n/a
Paper 136.0 64.8 825 98.8 1956 195.7 205.7 326.6 586.0
Printing 70.8 639 67.8 76.0 88.8 949 n/a n/a n/a
Ol 1878.1 84.5 150.9 397.2 618.1 777.2 n/a n/a 2590.3
Chemical 355.7 109.6 1279 160.0 286.8 388.3 307.4 856.2 513.1
Medicinal 2709 925 1416 207.7 276.3 2685 3919 5585 n/a
Rubber & plastic 1016 66.1 741 876 1019 116.1 1252 106.1 242.6
Non-metal 171.0 123.6 117.2 109.7 131.2 152.0 2124 247.0 568.2
Basic metal 215.3 944 109.7 1379 1528 173.0 176.6 392.8 398.9
Fabricated metal 1134 736 81.3 956 106.1 1319 127.3 157.7 867.4
COTTp“ter’ electro. 5846 700 771 993 1003 955 1171 1474 4426
Medical & precision 1004 746 89.3 927 131.0 108.0 140.6 96.0 189.7
Electric 1183 719 753 920 1221 109.8 154.7 187.0 297.7
Other machinery 112.7 825 92.0 106.8 116.1 124.8 140.3 175.7 283.8
Automobile & trailer 178.2 66.3 744 840 112.2 140.1 1240 1296 325.8
Other transportation 1419 736 686 61.3 55.9 66.8 96.6 205.1 220.8
Furniture 828 582 651 89.0 160.7 67.3 117.9 88.4 153.9
%mfacturmg 760 67.0 703 757 1054 978 1717  nla nla
Not ésenotes non available. Numbers ar.8ovaktes: adl®&8HSi n
Figure 2.2 shows | abour productivity depe ds
sl ower than those I-2001g2 pwehriicohd duaidouag!l 2907 ncr e
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in productivity between SMEs and | arger firms

Figure 2.2 Labour Productivi42y01l®y) Firm Si ze i

1600
1200 -__________,_7 ==500-999
1000 /4— =0-300-499
T
800 M ’ ¥=200-299
S —9
600 g——— = - : 100-199
e = ' N
400 b =i=50-99
NE— —— —h— —A ~8—20-49
200 - , — ‘i§ ]
O T T F T T ’ 1 10-19
2007 2008 2009 2011 2012
Not es: Year 2010 was omitted due to | ack of data of mo I

Sour ce: KOSI S

The ratio of I abour productivity of SME to | al
2012, and the drop in the relative producti vit
t hough It was stabilised after 2005 SMEiI gur e
productivity was dd@abbar boaahi bowndapoival tot
growth of SMEs relative to | arge firms.-Labour
|l abour ratio plus total-l fa®ouaorfr @BtMEdGU ovaisv iatsys.o cl
with both | ow and sluggish investment caused
|l arge firms to take advantage of | ow price fr
|l ow total factor producti vi tiynvgesotwmhehn to.f SMEs

Figure 2.3 Ratio of Labour Productivity of SM
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50.0
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1991 1994 1997 2000 2003 2006 2009 2012
Source: KOSI S.
2) I nnovative Capacity of SMEs in Korea

Table 2.6 shows vabiobngestménssi bg2® b mR&&i ized f

Tot al R&D investments include R&D investment
along with the investment borne externally by
R&D investments by iSIMEs alsavde fmrmam dJSDOD 435. 3 b
usbl, 267 billion to 2011. This shows that Kor

environment where competictoimpernes sviwads froeee gNa
the openingstifc thhear deemesaatdi ghob

Ratio of R&D investment in GDP for SMEs has &
same period, even though the ratio between SM
third throughout the years. Rati oEsfi hotabsesa
from 0.89% in 2004 to 1.32% in 2011 which was
2011. Ratio of R&D investment borne i#®8t7&r nal |
compared to | ar9g6ed,f iirmpsl ywintgh a%5 utv ek Yemft st dty.
SMEs was supported and borne by government an
by R&D workers for SMEs wtahsi rsdl iogfhtll ayr greo rfei rtnns
R&D resources was stil/l much small er SftM&Ers S MEs
increased by more than double from 50,000 peo
and ratio of R&D workers to total empl eyment
80% than that of | arger fir ms. This shows th
opreating in high technology industries these ¢

Table 2.6 R&D I nvestment of SMEs and Large Fi

2004 2005 2006 2007 2008 2009 2010 2011
Total R&D investment (100 million USD)
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SMEs 4,353 4,698 6,387 8,194
Large firms 20,010 21,948 24,752 26,816
Ratio* 21.8 21.4 25.8 30.6
Ratio of R&D investment to GDP

SMEs 0.42 0.43 0.54 0.65
Large firms 1.93 2 2.11 2.11
Ratio 21.8 215 25.6 30.8
Ratio of total sales to R&D investment

SMEs 089 1.12 1.26 1.37
Large firms 248 245 2.56 2.51
Ratio 35.9 457 49.2 54.6
Ratio of R&D investment borne internally (%)

SMEs 86.6 85.1 84.2 85.4
Large firms 95.7 96.1 96.4 95.8
Ratio 90.5 88.6 87.3 89.1
R&D investment per R&D workers (1,000 USD)
SMEs 86.5 81.7 92.6 105.1
Large firms 238.3 226.8 235.9 249.1
Ratio 36.3 36.0 39.3 42.2
R&D workers (1,000 people)

SMEs 50 58 69 78
Large firms 84 97 105 108
Ratio 59.5 59.8 65.7 72.2
Ratio of R&D workers to total employment

SMEs 14.0 14.37 14.38 15.01
Large firms 766 841 8.99 8.92
Ratio 182.8 170.9 160.0 168.3

9,559 10,319 10,412
27,530 29,190 34,719
34.7 35.4 30.0
0.73 0.79 0.74
2.11 2.22 2.46
34.6 35.6 30.1
1.26 1.24 1.31
2.13 2.37 2.53
59.2 52.3 51.8
87.4 85.4 85.8
96 95.9 95.8
91.0 89.1 89.6
110.1 106.1 103.3
249.8 258.3 276.9
44.1 41.1 37.3
87 97 101
110 113 125
79.1 85.8 80.8
14.90 15.14 14.68
9.09 9.14 9.99
163.9 165.6 146.9

12,666
39,461
32.1

0.85
2.66
32.0

1.32
2.73
48.4

87.1
96.3
90.4

108.3
295.3
36.7

117
134
87.3

14.57
10.20
142.8

No t éase: percent ratios between SMEs to large firms.
Source: AlldataarefromKor ea | nst i t ulteec honfoElWagiye atcieo & and
of R&D investment to total sales taken from SMBA.

Pladtonni ng,

€

With increased R&D investmeat mbye SMEsenseanbh:
According to data at the Korea Intellectual |
regi stered by SMEs increased by more than dol
2009, whereas those by | argen R0OO0Odhs todoedide $98d
(Table 2.7). Furthermore, efficiency of R&D i

registered 3. 6k miiemtUSD ofsR&p mvwestment while large firms

registered 1.53 patents with the same amount of R&D investment.
Table 2.7 Number of

Patent s2099Fi rm Si ze

2004 2005

2006

2007

2008

2009
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Total number of patents

SMEs 17968 22163 25027 29592 32560 35485
Large firms 62932 72454 67816 59837 53211 44698
Number of patents per R&D investment of one million USD

SMEs 4,13 4,72 3.92 3.61 3.41 3.44
Large firms 3.15 3.3 2.74 2.23 1.93 1.53

Source: Korea Intellectual Property Office (2012)

Table 2.8 shows technol ogy devel opeudp bfyr o nME se r
technol ogioenesbhbotclal 'y and internationally. Spe
new products devel oped by SMEs was totally ne
the world respectively. Only 1.9% and 8. 4% of
were tot@malddguamtesw and partially new in the wo
portion of innovations by-upMEsatWwas ddbeatdend vi o

Table 2.8 I nnovative Degree of Developed Tec!

World Exist Koreafirst Existin Total
first in some world-
developed wide
economies

Developing new 4.2 13.5 8.9 13.6 40.2

product

Improving existing 1.9 8.4 7.9 25.6 43.8

product

Developing new 0.5 15 1.4 2.8 6.1

process

Improving existing 0.3 1.3 1.3 7 9.9

process
Total 6.9 24.6 19.5 48.9 100
Source: fA2011 Technoltrihe; |Sma" Smalr|ar,‘qw —and

medium Medium business adrminis Business Administration (2011).

The above R&D statistics show SMEs had rapidlI
even though there was ®trkesoarbegebeaween SME

firms especially at the individual firm | evel
mainly from SMEs rather than | arge firms i mpl)
for the Korean econotmynuel hbut tSMEsd iwi | Horceoan s
from traditional | abour i nt e rsaisveed p rnondowcattii ocomn
in order to compete internationally.

3) Globalisation of SMEs in Korea
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Exports by SMEs

Korean SMEs wanted to export their products t
economies and other benefits resulting from
exports and the number of exporting SMEs had
in 2007. Table 2.9 shows annual exports by SI

20020012. Exports by SMEs were USD103 billion i
exports in Korea. The exports gr2eOwl 2b,y wh. ilcih pwec
mulkt sl ower than exports by | arge firms which
exports in total exports to ot-68r5@BECPoecBubpmp
Uni on, SMEs with | ess than 250 employees acco

2005ET,KI2014) .

Table 2.9 Exports by SMEs and THh2e0i1r2)Share i n

Growth rates

2000 2005 2008 2009 2010 2012
09~12 00~12
63.5 92.1 130.5 76.8 98.6 102.9 10.1 4.1
(36.9) (32.4) (30.9) (21.1) (21.1) (18.8) - -
Not es: Numbers are billion USD. Percent share of expor
Sour Small and and ‘ medium Medium business adminisBusiness Administration

(2002-2013).

ts were concentrate
c and electronics, chemical product s,
industries accounted for 85% of the total SM

el ectr t
E
heavy and chemical i ndustries more than befo
€
r

Table 2.10 shows SME expor
[
;

relatively small in traditional SMEs industri
and household product s. Expor
export concentraheosecahd bifg
0.6 in USA; 0.4 in Middle Eas

ting markets fo
Bedt walso vweud olpye
t; and Centr al a

Table 2.10 Exports by SMEs and Their Share i

2Export concemtlrcagldad(rede ppdret § st o Asi a pyoSMEséxporat s SM&
exports).
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Exports by SMEs

Total exports

Amount Ratio Growth rate
Agricultural and fishery products 3,876 53.7 -2.96 7,214
Mineral products 2,313 3.7 0.75 62,700
Chemical products 14,508 22.2 0.06 65,289
Plastic and rubber products 6,284 43.0 -1.11 14,621
Textile products 11,098 71.2 0.46 15,595
Household products 1,584 45.8 -29.65 3,462
Iron and metal products 10,417 22.0 -1.09 47,420
Machinery 29,064 17.6 1.49 165,103
Electric and electronic products 22,293 13.5 0.76 164,615
Other products 1,214 65.6 6.51 1,851
Total 102,651 18.7 0.44 547,870
Notes: Products are classified according to MTI standa
are million USD.
Sour Small and and ‘ medium Medium business aOImInISBusiness Administration
(2013).
Entering the foreign markets for SWME® Wwas geha
more competitive- mnensnov ee xtqpaognttimnbgn domesti ¢ f
only 19. 9% SMEs were engaged with exports in
of SMEs export in the whole economy.ngTabMEs 2.
exported | ess than USD50, 000, and 83.2% expor
suggesting a small scale of foreign business
Table 2.11 Number and Ratio of Exporting SM
Amount of Export Number of SME exporters Ratio Cumulative ratio
Less than 50,000 USD 35,843 41.7 41.7
50,000~100,000 8,865 10.3 52.1
100,000~500,0000 19,726 23.0 75.0
500,000~1 million 6,973 8.1 83.2
1 million~5 million 10,467 12.2 95.4
5 million~10 million 2,041 2.4 97.7
10 million~50 million 1,758 2.0 99.8
50 million~100 million 149 0.2 99.9
100 million~500 million 42 0.05 100.0
500 million~1 billion 2 0.002 100.0
Total 85,866 100.0 -

Source: Jang and Kim (2013).
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About-f omet h of SMEsprpdetdenthat they have com

against foreign competitors Even though thos

in price, guality and design agai Rr2s0tl1 3f opreeriigond
| o

t he SMEs answeredl go241 & 1% femaitmal o®SME export
that Korean SMEs were not as competitive as t
foreign mar ket s.
Table 2.12 I nternational Competitiveness of K.
Price competitiveness %_“W Design competitiveness
competitiveness
disadv equi adv disadv equi adv  disadv equi adv
2011 485 276 24.0 441 378 18.2 40.6  48.7 10.6
2012 53.2 234 233 410 372 218 37.1  49.1 13.7
2013 51.8 233 249 339 38.7 274 33.0 489 18.2

Notes: Disadv, equi, and adv denote disadvantage, equivalent, and advantage in export competitiveness,
respectively.
Source: Jang and Kim (2013).

Foreign Direct I nvestments by SMEs

Many Korean SMEs atbadeiecoetipomghodiiorei gn direc

(FDI') for wvarying reasons. According to a sur\
to overcome domestic mar ket i mitation (52%)
construct foreign networ &l I(18ubog dheneanwaa
i nvestingec¢aondmioeed garn and obtain innovative
though most of SMEs were exploiting either 1o
for eicopmomhesugh FDI

Table 2.13 Reasons for Foreign Direct Investment by Korean SMEs

Reasons Ratio
Reduce production cost 20.1
Overcome limit in domestic demand 52.0
Procure raw materials 7.1
Learn and obtain innovative information 0.8
Construct foreign network 13.2
React to competing firms 2.5
Enhance global perception 4.3
Total 100.0

Notes: Based on a question with multiple answers.
Source: World Class 300 Policy Demand Survey, KIET (2010).
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FDI by SMEs decreased sharply after the world economic crisis in 2007 but slowly
recovered subsequently. Even though the reported number of FDI was much larger for
SMEs relative to large firms, the amount per FDI was much smaller for SMEs (Table
2.14).

Table 2.14 Foreign Direct Investment by Korean SMEs

2000 2005 2008 2009 2010 2012 2013 %

No of FDI 692 1,177 1,792 1584 1748 1,794 1,777 29 7.5

Large  Amount 2,832 4,265 17,400 17,053 20,663 21,107 18,964 2.7 15.8
firms ﬁr\?:;”mtepn‘ir 409 362 971 1077 11.82 11.77 1067 -02 7.7
Noof FDI 2,230 3,891 5,482 4,120 4,259 3983 4,323 12 52

SMEs  Amount 2,255 2,284 5557 3,051 3,312 3,365 4,596 10.8 5.6
ﬁr\?:s‘i”mtepnetr 101 059 1.01 074 078 084 106 95 04

Notes: Number of FDI is based on reported numbers. Amounts are in million USD.
Source: Export and Import Bank of Korea.

Table 2.15 shows Chi na is the most popul ar destinat.i
accounting for 20. 1% and 22.5% of tot al FDI
respectively. After China; the USA; Viet Nam;
the popul ar cholCbenaSMEs eEDNaminlndonesia; an
to exploit | ow preacdodwmotmher ec d st Chfi nhagstHong Kon
were to access to the | ar geec odnoommei setidiEcs 6ma MK e tt 00
i's becomi ng -anoireed mam&e®é¢ days with rapid incre

with the past when most of Chinese FDIs were

Table 2.15 Foreign Direct Investment by Korean SMEs by Host Economy (2013)

China USA VietNam Panama Hong Kong Indonesia

Amounts of FDI 677 477 337 328 216 193
Ratio (%) 20.1 14.2 10.0 9.7 6.4 5.7
No of FDI 896 574 524 41 169 226
Ratio (%) 225 14.4 13.2 1.0 4.2 5.7

Notes: Amounts are in million USD.
Source: Export and Import Bank of Korea.

Gl obal iofatKioornean o®MEslias i Ve to otherboddédvdlnope

exports and FDI for exports, only a small p C
international trade and their amount of expor
their expwrbosetothe smal/l domestic market, bu
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competitiveness in price, gual ity and design.
Kor ean SrMEys auat FDI's in |l eseffdeviehgpeldea@apgpohahb
such as Chima;anWi elthdManesi a. Recentl vy, gr owi n
FDIs to gain easy access to | arge foreign mar
devel epedomi Eswever, | arge portion of FDI by
i ntensi ve | ingghti nrdaunsutfraicetsu.r i

Government Support for Exports and Foreign Di

The&kKorean government supports the globalisatior
support t o technical assistance and foreigr
government support for SME exports in Korea.
programmes to support SMEs that | acks marketi:
sel l their products in the foreign markets ev
product s. The programmes include ovdrosreasgnext
trade personnel, and domestic firms export S |
mar keting of SMEs . These programmes can be
gover numedneter WTO system that forbids direct fin
The expor capacity enhancement programme i s |
supports SME exports compr i sfimrgeivganr itoruasdeacddu
design pyromatketh resear ch, buyer introduction
depending on the exportTlceosm edemaret od c tSiIMEiIst | e
help expanding SMEs export capacity. The appl
SMEs exposr ttihnagn |kSSD100 mi Il i on to firms export

The programme of sending export promotion tea
overseas market by supporting SMEsd® particip:
foreign dhhisbiptriogmamme provides opportunity t
and producing visible outcome in the shortest
participation subsidises 50% of the total co
transgoexhinbiting product s, and operating cos-
d t

r

in the foreign produc exhibition. SMEs part.i
common expenses through three phases consi st
mar ket rceseaecond phase of going abrumpad, a
management | i ke buyer invitation.

The programme of export i ncubation is to redu
established affiliated f ecmseomhdogrraamnceh else li s
SMEs to residecompmhenpftovei goar keting skil!]l t o
t hemsel ves, and help export expansion and oV
incubating services. The gowemnmerrnsto nmanidged 1
20009.

Figure 2.4 Summary Diagram of Export Support
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3.1 New Trends in Human Resource Management b
Il n the past, human resource manag@e@merwt di HRM) o
security amasesdenimcentyives to derive | oyalty |
HRM system has been practiced when Koreg@n firr
the period, the firms have al ways faced short
busi ness. With the deepening of gl obalisatio
efficiency to congpentcee itnhtee renaartliyo nlad 9 0yss ihrowe v e
Korea have started to adopt practices of West
HRM practices became apparent and rapid after
the fiacmsl enor mous pressure to restcostsrbyth
employing flexible utilisation of human resouil
mar ket which is defined by-tetmohgrijmomdp, molbe | i
practices based on the job security could not

Yu, Badk Ki m (

2001) reported the change in HRM
the panel of 744 f
ock

i rms i n 1998 and 712 fir ms

t he Korean St Exchange. According to a st uc
adoepdt many of new HRM practices including o
evaluation, employee involvement, and organi s

Table 3.1 Adoption Rate (%) of HR Practices

HRM Practice
Merit pay
Comensati Profit sharin
Team incentiv
Career develo
Devel opme Specialist ca
Eval uati o MBO
Subordinate a
Empl ogerevey
Empl oyee sugg
Empl oyee Quality Circl
I nvol veme Problem sol vi
Joint committ
Seldirected wo

Or gaantiison Tealmased Or ga
Source: Yu, Parlp.amMd Kim (2001),

©

N OO WOROOOONWOO|®
o
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Nloooowowo ook, WWOUl 01O
OMNN WA OA~NWERLRDMNNDNDDADNDN
OlOOWwWOwWwow~NNOWOOWU o ulo

Table 3.1 shows wage system witnessing appare
their compensation system to |ink payment to
profit sharing and team incentives @a0serJathe
and performance based compensationbaysesdeomneep
and became more popul ar. Empl oyers wanted to
competitiveness and considered the chamgge as

31



business practices after the crisis. This <coli
mar ket that was introduced to adjust empl oy m
demand and output during the crisismpiRdgilmagaqgl a
empl oyers to adopt the new compensation sys
abandoned traditional wage sSsystem based on ¢
predetermined annual i ncrease to reward senio
As per f ébransaendc ec o mp e nrschea d ,o nf ierxmsa need to eval ua
to i mplement the new payment system efficient
career devel opment and career path -bhaedwere
compensation and pr omotiioon bsyxsatmem.nelclees se w gl wa

~q4a—+un —+n s
STO O —Cc W

—“—0o@0OwTH~ =T
o<<ozsso—

n
ma
or
or
me
be

ge system, and more firms -biwadrjteecd itvee @[ rMBOL) i
bordinate appraisal (or upward appraisal).
rms adopting career develgopmenet uaner caheem
stem was observed. Considering HRD is to proc
r both current and futur ' emands, | ac
vel opment and speciali st patlkesaerd an
us, the practices shoul d S
eir job securities deteri u

=]
o
(¢)]
—
—
=5
@ O

n

firms wer e ent husi astic about runni
nmnecsse s1990s as a way to involve empl oy
i ng to a survey in 1996, more than 90%
y circles and more than 70% of firms
-mMaangg@e me nt j oint committee (Yu, Par k a
ed until the financi al crisis in 19

n
a
d C
t 0 [
nd
97

e involvement practices. Economic dif

e
g
0
I

m
t u

I e

p d t he tphraotg rvaentnee snot directly | inked to |
0

a

a
r
r
[
S,
i n
oy
pe
programmes are utilised more actively in

ms dopting the programmes of empl oyee sur\
ni ficantly.

Q - DdO0OT S>S®LY®YO O~

| mngst noticeable change in Korean HRM pr a
rm. Firm structure in Korea is organised

flow of command from ranks and files.to se
s is to mobilise the strength of all empl o
wever, this system of coll ecased smomperri ¢$ atci
stem because all empl oyees share fharnddst dus
aluate individual contribution. Al so, t he

mmanding | ine elongated from top to bottom.
trodudbeaséedamanagement system by redwcing
king procedur e, empowering the teams consi
gani sed to meet task at hand t o exbeacswetde b
gani sati on, administrative work and deci si
mb esrhsar e and deal wi t h ¢ ommo nb atsaesdk so ragnadn i gsoaa
came a norm for Korean firms as firms i mpl

n.a
fo
e
[

g
S
u
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om 54. 2% in 1998 to 80.1% in 2000.

summary, Kor ean
ch as annuals haal
ereas there was |

ms have -ialcateacs i HR | yr ad
MBiCodamdl toeagmni sati ona

e or no changes i n HR
d involvement. Th F finanmoménbaml oasutd
paradigm shift o HRM in Korean firms and
various human resource practices. However,
Il ater al nor direct because ofied hien dtylma mHR
stem itself.
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agy
It t
e | M
f R

nweo 77T s n—
< O 53 53535 C S

w

.2 Current Practice of Human Resource Manage

man Resource Development (HRD) which create
rms becomes mor e i mp o rbtaasnretd ienc ocnwrnrye it thraknn dovel f
d to avoid investing in HRD worrying abou:
esting in them, as individual employees car
ome and wel fare under the fl exi bll@egy adoa.r
the other hand, I ndi vi dual wor kers gener a
uired to develop their own skills. Hence,
the economy is I|Iikely to be edeocpitdendunmat t he

n
\Y
C

— = Q- -~ —-T
o)

> M® > 35 S50 C

y, SMEs is in a dilemma regarding F
O compete in the market as well as
el oping human capital i S noegciecsasli t vy

fi I
rces t
d. Dev
to overcome disadvantage in
onal economy, we need to unde
uman resources development fo

si ze. Consi
stand and s
SMEs.
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Q0 O —™"Md®TT
—Q "0 0

r
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c

man resources i nvwertynelndaw biyn SKErse a sr el at i
2 shows that SMEs on average spent 15,0
aining cost per employee in 2008 and 20
, 300 and 35,760 Korednt Wones @®hu$iRDhéyes$
. 3% and 40.8% of those |l arge firms. The
erall average between SMEs and | arge f

rms with more than 500 emp0okKeresamspWon 613, 2
09 respectively which was 4.2 and 3.4 ti mes

N""TO0OWhrLhTWwWI
O~ < 01N =

Table 3.2 Monthly Costs for Education and Tr ai

Year Firm size (number of workers)
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10~-29 30~99 100~299 300~499 500~ Total

2008 13.9 10.4 20.6 22.8 63.4 40.7
(0.4) (0.3) (0.6) (0.6) (1.2) (1.0)
2009 13.0 12.1 18.7 23.6 49.7 34.0
(0.4) (0.4) (0.5) (0.6) (1.0) (0.8)

Notes: Percent shares in total | abour costs are in par
Source: Business Job Training Surveyl®)0.08 and 2009, Mi:!

Table 3.3 shows education and training hours
firms with 5~9 employees trained 31.2 hours
employeas ned 41.9 hQOn®. dDerichgn200®% training
firms wld@h €mMPl oyees implied that governmento

when firm size increased over 100 which might
firims.
Tl e 3.3 Annual Education and Training Hours

Firm size (number of workers)

year

5~9 10~29 30~99 100~299 300~

2006-7 24.8 33.7 35.7 29.5 32.8

2007-8 30.2 35.9 40.4 35.1 40.5

2008-9 30.3 33.2 40.2 34.1 42.6

2009-10 31.2 33.2 38.2 33.3 41.9
Not es: Year s -yreegrr epeernitod nfer om July to August.

Sour ce: Popul ation Surveyy0dfo)Ec o exmisd r AlcOgif.v iLtaypo ou2 0 @22 00

Rel ative deficiency of human resource managemi
education and training programme, along with
shows the ratio of firms having official educeé
to I mplement the programme, HRD specialised
personnel across firm size in 2008. The numb
training programme and budget to i mplement wa
St ati sHRbsdempart ment was worse as only 7.8% c
specialised department and only 10.2 % posses
On the contrary, about three quarters of | arg
actually suppactualkt Wwudget and about 60% of t
and personnel

Table 3.4 Education and Training Program, and

Ratio of having
351t is often argued that the threshold deters SMEs gr ow

government support concentratédnon SMEs through adver sq
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Education Education HRD Specialised HRD

& training & training Department Specialised
programme budget Personnel
SMEs 17.9 154 7.8 10.2
Large 74.7 72.5 58.3 65.5
firms

Total 19.2 16.8 9 11.5

Notes: SMEs are firms with | ess than 300 employees.
Source: Jang (2010)

Due to |l ack of resources @MHBEHs ocgmamotsetdr pirogt a
adequately to compete with | arge firms. Accor
average provided 31.3 hours for education and
provided 78.8 hoursothéeésstouhanwkhakfiatethalty
whil e about two thirds were internally provid

Table 3.5 Training Hours per Empl oyee across |
Training hours per employee

Total hours Internally provided Outsourced
SMEs 31.3 12.5 18.8
Large firms 78.8 52.8 26.0
Total 63.2 39.6 23.6

Sour ce: Firmés Job Training Survey 2008, Mi ni stry of L

resents the number and ratio of f
firm size. Paid training | eave w
raining was pr owdeawdal dmpmen tss% rodi rti

Table 3.6 p
y
t
by 19.5% of the firms in 2008. Ther
ni
S
n

training b
rel ocati on

supported

three trali ngs between SMEs and | arge firms.
smal | firm with | ess than 100 employees and
esge al |y i the area of relocation training.

Table 3.6 Number and Ratio of Firms Providing

Firm Paitd ai ni n Rel ocatabn Se-bbvglqprr
training
1029 4, 3|(5. 14 1,2|(1.5) 12, 7(15. 9
3@ 9 2, 6((11. 97]1(4. 1) 5,8|(24.5
10299 1, 3[(21. 38|](6.0) 2,1/(33. 8
300909 261(29. 89(9.9) 43((48. 2
50099 201(30. 80(11.7 411(60.5
1000 15(35 66/(14.6 28{(63.9
Tot al 8, 9((7. 281 (2.5) 218¢(19.5
Source: FirméSsurJvoeby T2r0a0i 8n,i nMji ni stry of Labour (2009).
Despite |l acking in job training for SMEs, t hey
wel | . Table 3.7 shows that 65. 9, 63. 3, 51. 6,
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that they recordjedb iompmpettenreane¢, imoti vati on an
turnover, firmdéds productivity and firmbés reput
be noted that the effect on employee turnover
was the | owedty. tWe nkenjerbaltraining | eads to ir
competence of trained employees which cause S
after investing in HRD but the survey showed
and incentmivegadneérmajraini ty decided not to | e:

Table 3.7 Effects of Job Education and Training across Firm Size
Improved more than 30%

Firm size Improved
Total More than 30~60% less than 30%
60%
b Total 65.9 20.9 45 34.1
Jo
competence SMEs 65.8 20.8 45 34.2
Large firms 67.7 22.8 44.9 32.3
Motivation Total 63.3 21.9 41.4 36.7
and morale SMEs 62.9 21.6 41.3 37.1
Large firms 69.5 27 42.5 30.5
Emol Total 51.6 18.7 32.9 48.4
mployee
turnover SMEs 514 18.5 32.9 48.5
Large firms 53.7 22.1 31.6 46.2
Total 56.4 18.1 38.3 43.6
Firmso
productivity SMEs 56.1 17.9 38.2 43.8
Large firms 60.2 20.5 39.7 39.8
) ~ Total 56 18.7 37.3 43.9
Firmos
reputation SMEs 55.6 18.3 37.3 44.4
Large firms 63.9 25.8 38.1 36.1
Source: FTirramonsi nJgo bSur vey Ministry Labour (2009).
Tabl e 7 al s shows SMEs simply cannot affo
already burdened enough workloads even
i mpact of job trainimg.r Axcgauamadded , w@Bk I78a dd dfi
reason why the di not train their workers
above. Anot her 12% firms i ndicated t
i mpl ementing tr dF adinmgg ps oghtagnmfeE MEs have to hi
possessing enough | s ki S they cannot
mar ket to do
From the | ack Il nvest ment i n human resources
i n whi di shaed vfainntaangcei ailn atnd out put mar kets | €
mar ket resul ng i ow mar ket power. They we

‘However,

5Pof6 tamele f@dirhesidr
the jroduneedodi ffiwvaortmaignil hg,

empl oyees

al r eda dtyo pfoisnsiesshs jtoht
t grg@d®E $§ hgbmamnglnys.i ve



and cannot recruit and develop as efficientl)

manpowerEveki tlhough HRD is prerequisite to sto
more towards mar ket power and technology deve
We can consider sever al reasons for t his. Fi
resourcegqiess a&doasivities towar-dgn ppoafuict s o e ¢
investments in human resources not only take
al so subjected to uncertainty. Second, SMEs v
industriesréepatraosophi sticated technol ogi es.
manpower supplied by the | abour market. Third,
to I mplement educational programmes individua

government .

3. 3aEvahiuman resour ce mkonraegaenmefn tr nosf
Researcloassdkerd | as a proxy for human capital
human capital on firmsé productivi-byoi Sikgi lolr c
education and otrrreeirniinmg.ofTtheen represented by ye
is denoted by various indices of educational
individual |l earning by teaching employees wit
and integhazdamagl ynhagpcquired skil] in scientifi
Lynch, 1996 ; Barron et al , 1997) .

Many studies in HRM analyse the relationship
firmdébs performance. For example,tlubniimn\psak:it q
productivity of the practices uch as effecti
system, educational training for wor ker s, an
rel ation. Pfeffer (1994) suggedt odvi migr m@s i mrco
in job security, conscious-mlaikriintgg,c.mm;p;ewesrannerm
to organisational performance, and training.
encompassing recruitment, educaanido no ragnadn i tsrad ii
Therefore, it i's meaningful to construct an |
comprehensively to evalwuate current status of
practices

I n this regard, drawi ng ohRuiKam RQQ@GI)cewlendNée)
devel oped by the Korea Research I nstitute f
(KRI'VET) , and analyse current HRM Ievel of K
KRI VET surveyed 500 Korean firms anidalmoy et d h
construct a panel data of Human Capital Corpo
vari ables related with HRM. These comprised i
management , HR depart ment including HRMMs HRD,
and informati on about empl oyees such as cur
i nformation, participation in vocational edu
corporate culture, jJjob satisfaction, aed orga
on the panel dat a, Kim (2007) developed Tabl e
human capital, HRM and HRD practices of Korea
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Resour ce |
The HR

Hu man
i ndex.

index, whilethewor kf or c e

ndex

( HR1 )

eval

indicator for HRI can be calculated to
Table 3.8 Construction of Human Resource |
Area Category Indicator score
Recruiting Hiring cost per employee 2
Excellence Development of hiring questionnaire 2
Index (REI) Hiring stages 2
Ratio of open recruitment 2
(10) Recruitment management 2
Education and training cost (ETC) per 5
employee
E'EeDX Ratio of ETC | 3
(HRDI) Qu_al_|ty and achievement of education and 5
training
(10) Education and training hours 3
Developing core personnel 3
Using E&T as merit rating 1
HR Effectiveness of evaluation system 3
ﬁﬁ:ﬁm Performance Var?ety of evaluation grades 2
(HRSI) and _ Ratio of employees promoted 2
Compensation Developmental status of annul pay system 1
Index (PCI) Ratio of performance-linked payment 2
(60) Difference in compensation 2
Human (15) Ratio of welfare cost in total compensation 1
resource Welfare cost per employee 2
index Independence of HR function 2
Education level of HR personnel 1
HR function years of HR personnel 1
Specialisation of HR personnel 2
I(-|HRRCI)Competence Index Role of HR department 2
Intra-firm communication of HR 1
(15) department
Link with strategy 2
Development level of e-HR 2
System improvement of HR function 1
Existence of ESI survey 1
Average level of education 3
Average years of service 2
\éVorkfo:ce g“”?tafl‘ Average experience 1
In?jrgfe ence In?jg(a Co.mpetence of core personnel 4
(WCl) (HCI) Skill level of managerial employees 4 (2%
Skill level and multi-capacity of production o
employees
(40) (25) Utilisation of knowledge creation and 4
sharing system
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a o e elassifiectinto two categories of human
capital index, and leadership and corporate culture index. Based on the survey, each
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Degree of employee compensation
Ratio of employee turnover

Capacity of managerial staff

Managers interest and support for HRD
Motivation for employees

Leadership Absorption of employees

and Satisfaction of employees

Corporate Culture Job security of employees

Index (LCI) Team work capacity

Performance inducing corporate culture
(15) Soundness  of  employee-employer
relationship

Activeness of intra-firm communication
Nature of job departure

PR P RNRRERNRWRNO

Not es: *applies only to manufacturing sector. I n measu
with 5 point Likert scale are given to answers as SsScore
continuous variabl e sr nmssucshc oarse BHTSC,c aelaccunl aft ed against 100
value of surveyed firms.

Source: Kim (2007), p. 26.

Based on HCCP, Kim (2007) estimated the human
3.1 shows HRIs for KoreanthHammS0O.weTle geaakat:

human resource devel opment area with HRDI of
HRD were not strong. On the other hand, LCI i1
of manager s, empl oyees 6 saatdi sjfoabctatangr patnido nmow
hi gher than firmbés human capital I ndex.
Figure 3.1 Human Resource I ndex for Korean F
Leadership and business culture index (L 51.15
Human capital index (HCI) 44,48
Human resource competance index (HR 45.54
Performance and compensation index (P 43.12
Human resource 7ndexeé
Recruiting excellency index (REI 46.07
Human resource index (HRI 4412
0 10 20 30 40 50 60

Source: Kim (2007), p. 5.

Table 3.9 presents estimated HRI index for Ko
There Iis a clear positive correlation between
firms not only have increasing demandofyeesHRM
but financial and organisational resources to
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A gap bet ween |l arge firms and small firms
manufacturing sector with about 13.1, foll owe
no-hi nancial cservwced 8e7. The gap between sec
di fferent firm size which was more apparent it
ot her sectors.

Tabl e 3.9 Human Resourcefilmmdexi 2e@ &Kmod esme@atcaros

Manufacturin . . )
9 Financial sector Other services sector

sector
Small firms 41.34 (6.29) 45.46 (5.56) 46.09 (6.74)
Medium-sized firms 44.29 (6.28) 52.59 (4.92) 48.15 (9.06)
Large firms 54.42 (7.51) 56.94 (5.42) 49.75 (11.59)
Total 44.81 (7.91) 53.11 (6.50) 47.51 (8.70)
Not es: Standard deviations in parentheses.
Sour ce: Kim (2007), p . 5.

Among HRSI categories, Performance and Compen
di fference between the top and bottom 10% sam
| owest scored firms do not wutilise any syst ems
Resuace Devel opment I ndex (HRDI) is al most the
top and bottom 10% sample firms with 46 point
scored firmscandd!| bwem$ showed the huge gap I
| argeSMEnsd On the other hand, the gap was muct
(HClI') (Figure 3.1)

Based on regression analysis of tot al sal es
vari abl es, Kim (2007) estimated t he tionwmpadats of
tot al sales and operating profits. Figure 3.2
values of regression variabl es.

One point increased in HRI i ncreased total :
individual HRSI categoREl, oHBDppi RCl i andeldREI i
by 5,270,000, 5,200, 000, 5,100, 000 and 7, 460C¢C
individual WCI category, one point increase in
and 3,400,000 Korean Wonherspamcd, vehg. pOnnt he
increased operating profits by 1,840,000 Kore
point increase in REI, HRDI , PClI and HRCI i nc
880,000 and 620,000 KowmeannWowi despeMCil velay.ec
increase 1in HCI and LCI i ncreased the profit:
respectivel y.

Figure 3.2 I mpact of One Pd®dahesl ande®perahni HR
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Leadership and b
Human capital index (HCI) 1906

Human resource

Operating profits

Per formance and

M |Total sales
Human resource

Recruiting excellency index (REI)

Human resource index (HRI)

=
o)
(o))
=

0 250 500 750 1000 1250 1500 1750 2000

e in 10,000 Korean Won.
), pp. 15 and 18.

Not es: Number s ar
Sour ce: Kim (2007

Meanwhi |l e, firms have to spend 165,000 Korea
employee to increase one point in HRDI while
and pr dfyi 5,200, 000 and 650, 000 Korean Won res
four times the costs suggesting great return
percent increase in HRI |l eads to 0.62% increece
that HRMt beesmpl oyees as wel l

3.4 Policy I ssues of Human Resource Managemen

Human resource management can be a major obst

by enhancing recruiting capacity, | abour pr oct
executive officers of SMEs were well aware of
the future rather t han present . This view w
irrespective of positions. SMEs with market

si grriafnt relative to the firms with following
need to invest more in HRM to grow and sustai
they want to be market | eaders.

Table 3.10 Necessity of HumamoRssSMEcE€hManaagye:l

Firms Charact Technol ogi cal
Tot Ir]:r_lovaVe'ntL Ot.heHighecMi-UIecLo-\lvec

irme firm firm
No. of 205 754 344 961 1914 1225 640
Need H 76. 91. 1 71.2 66.2 95.4 801. 62. 8
Donot n 23. 8.9 28.8 33.8 4. 6 19.9 37.2
Source: KosBl (2007), recited from Jang (2011).
Despite its iIimportance, SMEs cannot i mpl ement
|l oss and deficient education programmeer sGener
to educate them without worrying about | osi n¢
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plan and execute HR devel opment programme. To
for SMEs, one possible approach is to build
SMEss@ mand for HRD. With the system, SMEs <can
firms cannot afford individually. Hence SMEs
forming an association of SME.

1) Developing HRD System for SMEs

To actihweatse st eend ufcoart iblh and training for SMEs

provide tax incentives to universities and ot
educational programmes and textbooks. The Ko
devel oping HR probeammel| bhmenghi nsurance fund
expanded to promote the HRD system. Thangover
traindegrnieng, bl ended |l earning courses that
institutions for SWErsMHARID. c @&h sloel p heogbui l d
providing financial support for the associati
facility.

The associations can be delegated to administ
for rel at edi sj,obtshe Foer ttihf i cati on busi ness of
transferred from the government to the associ
out source their career devel opment progr amme s
ot her hand, theulad siomveasgti oinn shiring HRD speci ¢
HRD programme and education efficiently.

To relieve SMEs for | osing working hours by se€
usually wutilised for child caré¢ H&®dvd eaheul d
rotation can both spare a burden for employer s
with HRD. Further, employees can find another
l ost their existing jobswiBhusatijeagly fotrateimpr oc
empl oyer s. This will al so help strengthen t he
enhance efficiency of the overall economy.

Final l-oyr,i gntedd HRD management should be empha:
onr hjeotbr ai n-OHTF) (So boost the prodOdTi programmsgl
model s should be di-®©07Ti bpeedabhi sed wet bo®nel
can ce®©OITffyi Sms t-@J Tprroanioateed HRD.

2) Compebtaesnecdke HRM f or SMEs

Recehy, busi ness environments change rapi dl vy
revolution in information technology and dest
sustain performance for a |l ong period of ti me

firmsnaeeest ed ibnasceodnpHcRM nawcheer e f i rms can cope
in the market eff-basedt HRM Q@ormwetderscef i r ms wi
adaptability rel altasveed tHORM rtahdatt i iomnafl aijroband e
mar kemtvi ronment. The former emphasises the con
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them to take any function and | earn new task
l atter stresses the capacity of empl oyees to
recirmgt compensation and promolhaoed cldRMIise ewnttil
in HRD area because the <capacity model i's ef
providing focus on education and training, a
training.

To pur sue choarspeed eHR M, firms should develop s

Mo s t fi

evaluate the competence of employees
t basic comp

despite them emphasising differen
popul arly wused by US firms.

Table 3.11 Twenty Most Popul ar Competenci es

Achievement ori Concern for quallnitiative

I nterpersonal uCustosmeerrvice orilnfluence al
Organizational Net wor ki ng Directivene:
Teamwor k and coDeveloping otheitTeam | eader ¢
Technical exper I nformation seelAnalytical
Conceptual thinSekbntrol Sekbnfidenc:
Business orientFlexibility

Source: Zingheim (1996) .

Il n Korea, firms started to understand the i mg
empl oyees with the dilfimkeidomompepsnt oonmand®ec
emphasising specific capacity that-bhsadsHRBDB p:e
as a solution. I n this regard, many Korean f
mo d e | tools wuseful i n recruitment. More of Ko
t ool to find right employees, i nst enadd, ogfr acdoen c
points and written tests. Standards wutilised
gual i fied employee which is too abstract to b
define the iIimages into mor e sppeocyiefeisc. cFaopra ceixtayr
Korean company developed a competence model t
Table 3.12

Table 3.12 A Companyébés Screening Standard and
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Hard skill Soft skildl (Competenc

Proactive
Val-dei ven

Fl exi bl e
Customer focus
Conducti ve

Educati on
Experiences

Maj or Team pl ayer
Certificates ) ;
Ag e Creat.|V|ty
. Techni c#dalowk now
Foreign | anguage :
Dol t
Career

Strategic thinking
Leadership
Communicati on

Sour ce: Park (2002), p. 40.

The firm2utadmpsetsence standagslidisl Ispiemi Tallde a3.
second round of recruiting process, after cut
skill online. However, the company wuses diffe
job ceémrsactitcs as specified below. The firm al s
used for interview to standardise competence

behawbasuaed and disassuendp tgiucerst i oni ng technique.

Table 3.13 Ganmmedtaeemdcse by Job Groups

Gener al . ~
" Sales man:Computing/ ¢
managemen

First co
Second
competenc

Third conm
Source: Park (2002), p.41.

Many Korean firms change | ob sbtarsuecdt usrter utcot uarlei
traditional hierarchical one by reducing job
based HRM because it i's unreasonable to cl as
shoul d be emphasi sed t hat firms shoul d der
reengineering their job structure successful
characteristics.

rrCreativitjProactive Techni cal k
Team | ayeitCustomer ‘Creativity
Cust omer "Doit Customer fc

[
|

Finally, the same standards devel opedd ateon be
utilised i n assessing ] ob parsfeadr maRhM.e HoOwew
eval uating 1 ndacccaotrodrisn gc htaon gréeamkys Kaomrde afni Ifesr.ms
already adopt édh sedmHRIMe e many SMEs have yet

whi cths fbietter with today business environment
case studies to guide them to build their own
3) Government Support for Human Resource Deve
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Considering the | ack of HRD andnigeosvexnhmemt
i mpl ements various programmes to enhance job
for SMEs , and Table 3.14 outlines the progr:
i nsurance system in 1995 changed HRDnNQocosmpl ¢
i f employers pay the insurance premium. Befor
and managed public job training institutions :
by | aw The need for basi traeningovedakkdedl
l evel after the 1980s while the need for adyv
industrialisation. Thus, government oriented |
based voluntary training thradghThbhbenemplsgpmeé
extende and every firm Ssubjected to the ne
steadi | expanding HRD dget and performanc
budget or HRD increased rom &8&.. 8 WbDilllli @om K\
2011 (Table 3.14)
As the Job Competence Devel opment Act was [
department established-ttihee fjiorbs tc obmgpsitce nrlea md efy
which equity in jo

I

bet ween

unempl oyed or p
participation a
i nstrument al i n

firms (L

| arger

S MEs and ge

—

]
d
support

e

fi
mer s .
training

, 2011) .

rms

and
Speci al
byThEMEswawi t
benefi ttir

cost
programmes

al so bet wt
attenti on

n
h
b traiendi ntgo ogphpdrresusni HRD i BT
a
t

Table 3.14 Government Support for Job Trainin
Target Policy Budget
2008 2009 2010 2011
Employer Employee tralplpg program* 3,869 3911 4,106
Pa!d-leave tra!n!ng program 114 4,247
Paid-leave training & workers n/as 52 49
replacement
SMEs SME training consortium program 737 790 737 889
specialisation  Organising SME-learning program 86 87 82 82
Core job competence development 161 379 163 147
program
Employee Registration fee support program 561 528 535 365
Competence development voucher 148 50 173 361
program
SME contract workers short-run
job competence development n/a 150 144 43
(JUMP)
Loan for tuition and training cost 889 992 943 1,037
Total 6,565 6,941 6,932 7,171
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Notes: "Employee training programme was integrated into paid-leave programme after 2009, and the paid-
leave programme was integrated into the same program for SME specialisation after 2011. Sn/a denotes

nodv ai |Ad bumlgers are in 100 million Korean Won.
Source: Outline of Government Budget Management (2008-2011), Ministry of Labour (2008-11).

After the new Act, the number of employees who received job competence development
training and actual expenditure for the training increased continuously. A total of 746.8
billion Korean Won was spent on 4,979,000 employees for the training of certain
programmes (Table 3.15). Hence job training in HRD expanded enormously in terms of
the number of participated employees and actual budget cost.

Table 3.15 Number of Employees Received Job Development Programme and
Actual Expenditure of the Programme

2004 2005 2006 2007 2008 2009
Employee training
Employee training 1968 2351 2752 3000 3654 4504
(198.2) (236.5) (296.9) (340.9) (382.6) (432.9)
Paid-leave training 6 5 6 ! 9 13
(8.0) (7.9) (10.4) (13.8) (15.1) (15.3)
Registration fee support 39 1 156 269 288 281
(5.9) (11.7) (28.9) (52.8) (53.5) (56.0)
Competence development n/a n/a n/a n/a 29 81
voucher (7.4) (20.7)
Sub-total 2034 2456 2961 3323 4032 4979
(310.0) (382.3) (485.2) (686.0) (640.6) (746.8)
SME core job competence development
Loan for tuition sl 29 28 25 26 29
(74.8) (76.5) (81.6) (79.9) (87.8) (99.1)
Lending facility and
equipment (6.3) (9.8) (8.0) (7.6) (8.4) (9.8)
SME training consortium n/a n/a na n/a na na
(16.8) (39.9) (45.0) (74.4) (70.2) (78.3)
Sub-total n/a n/a 19 22 26 1
(14.4) (16.6) (15.6) (34.7)
Notes: Actual expenditure are in parentheses. Number s &
Current State of Job Competence Development, Ministry

Table 3.16 shows patrticipation rates of job training by firm size to see if the new regime
has changed the imbalance in HRD between SMEs and large firms. There still exists a
significant positive relation between firm size and participation rates despite government
emphasis and efforts. Financial support was given to employees who subscribed to the
employment insurance under the new law. Thus, the gap in participation rate increased
because SMEs have more employees who are covered by the insurance.
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Table 3.16 Partiacfi phdb olbbd Radatei d®)and Training

Firm s 2006 2007 2008 20009 2010

1~4 9. 2 7.5 7.3 9.5 10. 7

5~9 14.0 10. 8 13.6 16. 0 16. 5

10~29 25. 5 22. 6 24.9 29. 2 28.9

30~99 37.0 34. 3 37. 3 39. 8 41.0

100~29 41. 3 39. 2 40. 8 46.5 48. 8

300 ~ 57. 6 52.5 54. 0 58. 3 58. 3

Tot al 28. 0 24. 9 26. 8 30. 8 31. 2

Source: Population Surveyy0dfo)Ec dn omisd r AlcOtgif.v iLtayp o(uz2 0 2
SMEs i n Kor ea have t o deal wi t h shortage [
unempl oyment rate of the economy is quite higl
by I arge firms, and settle with | ow | evel of
in sedcabbeédirty, di fficult and dangerous) h
and have to rely on foreign workers while sm
enough quality technical workers.
To compensate this low | emel neéd humanevcalpop :
resources with HRD investment. On HRD, t he |
empl oyees for | onger hours with the introduct
noted that efforts both by theudh  rime fainldl giolve
human resources between SMEs and | arge firms.
should dmadeaialsorach firm has its own differen
noted that HRD support system i B8i Keraadhas mm
support from tolred egdodear ppodntcy of providing en
training to the sophisticated policy to deal
firms.
Public policy in HRD is very active encompas:
external economies that <can overcome di mini sh
sluggish growt h. HRD support for SMEs wi I | (
accoumtred afrge empl oyment of the economy. He nc
supports they have in HRD and utilise them pr
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40Case Studies of Human Resource Management b
4.1 Case Study A: Human Resource Management o

MI DAS I nformation {(T&chkhasl 6y @bi chlL
20

d. l ocated
Provi ce in Korea was founded in 0.

i
n 0 Mi das |
within Posco Engineering and Construction (P
devel oping and commer twalesitm@t siamall gtsieen sg o f
team succeeded in tailoring foreign software
separate from Posco E&C and established a ve
sev

en employees in 2000.

Since the folOhdsaalieosn grnew Oabout 20% a year f or
Midas | T also became one of the first compani
software for engineering in 2002. Midas | T we
abroad corporBeejoh§j c€hina i,n MItiITaze x Pamded ui
overseas business by establishing its corpora
Mu mb a i in 2008, and London in 2013. Currently
to Pr®nomidesempl oying 358 employees. Mi das | T
sales amounted to 41 billion Won .and 16 bill i

Mi das I T consists of three Dbusiness divisiol
engineering consulting and web based services
di stributes engineering software that simul at
mai mnmling and designing process. l'ts engineer
architectural, ci vil and geotechnical engine
complicated structures its software tesns var.i
and construction costs. The engineering cons.t
pl anning, anal ysirsi ssendamck sligmge fsdalgeh bui |l di ng
and designs for Dbridges and civilwishduichduesd
vi bration and seismic resistant structur al an
devel opment , Mi das | T provides various servioc
websites and devel oping various management so
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Since 200tOhsa,n mMoOr%2 of domestic housing, harbour
| Tés S/ W. Midas | T took first place in domest
Construction CAE software field in 2004. I t s

90% i nengiiwmielering and 80% in ground Mi das | T
share with 15%, and had 50% of the top engir
customers in 2007. Midas | Tés software was us
60Burj (Dwebagiht 950m, 160 stories)d in UAE, 0 Gu ¢
107 stories) i n China, Beijing National St ad
Ol ympi cs, Sutong Bridge in China, the worl dos
8,206m)g amaonny ot her s.

MI DAS I T was selected as our research subject
by its Human Resource Management System. Mi d
since 2003 as the number of empl oyeesceéedcrea
grand employee benefit package and systemise
assessment and reward processes as It emphasi
most significant aspects 1in its management pl

poleisciand its generous employee benefits packa
of case studies.

One of the most i mportant values of Mi das | T
families. Thus, Mi das | T provideggli dh resmal armni
generous benefit package as wel |l as i deal WO r

term empl oyment .

1) Organisation Structure and Task Pl anning

Midas I T structured its organisation to streat
d eics tmoark i n g, the company has three stages of

empl oyee, team/ part manager and part |l eader /|
opportunity t o competent empl oyees regardl e
organi sastenotohsiams, committees, and a strat

Teams ar e t he t ask force and t her e ar e res ez

support team and business development team. B
to |l ead projects regardless of their position
HRThe average age of team | eaders who are res|
and junior empl oyees are also able to be a |
according to their competence. This wil/l be f
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Figure 4.1 Organisation Structure of Midas I T
Vertical Team Structure

Developnent Technology Business

Committee of Enterpr
ise Policy

- MIDAS IT
Committee of Enterpr

ise Business Organisation Structure

Horizontal
Team Structure

Committee ofParticip
ation

Information / Support

Organisational Structure of MIDAS IT

Information/Sunnort (Committee) + Teams of Practice + Office o

Commi ttees help the whole organisation to sha
company. Commi ttees work on common i ssues 0 1
empl oyees to take part i n management process
pl anni ntgmedretpawor ks c¢cl osely with CEO and funct.i
and committees.

Table 4.1 Function of Committees of Midas I T
Corporate management Final decision makings regarding overall management
committee issues

Human resources committee Sets HR policies and makes HR related decisions

Information technology

committee Develops and manages IT system of the company

Develops strategy and marketing plans for MIDAS software
and educates employees o f t he compan’
strategy to foster next generation leader for the company

Software planning and
development committee

Sets and executes policies and steps to assure engineering

Engineering quality committee quality

Practices the core value of the company, sharing, by

Sharing committee organising volunteer and charity activities

Mi das | Tés HR Maclke employaesto fsineton as a leader, understand the
purpose of each project, and not just follow instructions without knowing the big picture.
For that purpose, Midas IT has developed workflow from planning to execution and
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monitoring for each project. Team members do not just follow their leaders but they can

also take initiative in their work and develop competence by adopting the workflow.
Strategic thinking and ability to achieve gc¢
Processd to alhcwadknpgproeeossésng and executio
fiveest ep process reflecting 62W 1H6 ( Why, Wh a
comprehend the purpose of the work and induce precise results.

Figure 4.2 Workflow of Midas I T (OASI S)
St e@bjlLecdeif vei ti on

SeufPur pose(myval Woer)k and Pe(eufsd ronmeir ®es) C

Ste@Anal yerii st sucfatass or s

l denti fication of Core Variable and Anal

St et 3 atdequitd fi cati on
Control of Core Variable and Drawing So
Stepngtitptainonn noyf

Reviewing Conformity of Result and Outec

v
St eefuTt ceexefulti on
Continuous Monitoring and F&edback to P
A

2) Recruitment Management
Midas | T does not | imit the number of empl oye
process. Recruitment procesns Tabl Mi da2 1 akss mi
ot her companies through observation. At | eas
intervi ews. Recruitment criteria consist of 5
relationship skills (soainalbib5% tknqwl5e gpeer sTon
recruitment applicants have to write essays.
understanding of reason and background for su
al so have to state t hteitrh epyu rhpaovsee dionn el itfoe paunrds w
well as how they want to |ive their |ives in t
possibility of growth 1 s considered more i myg
l nterviews al sasm amkd astoceamtbhdsity of empl oyees
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Table 4.2 Recruitment Process of Mi das I T

Recrui t men Det ai |l s
ApplicatioitOnline application with ess
. . I nterviewer: team/part | ead
First I nt e . : ) .
Criteria: enthusiasm, strat
skill and knowl edge
Second int¢«lnterviewer: executives of
Criteria: enthusiasm, socia
Third intetlnterviewer: CEO
Criteria: potential paosdihkei |
Acceptance Final acceptance
Al t hough the recruitment process takes | onger
renouncing by the applicants was | ess than 2%,
recruitment process. Afterfd ipest iHRg preeecrouriredeate Iy

ti me anslwiemes toodm questions posted regarding re
applicants and find the right match for the
executives and | eaders of each deparithnmenthepar
right applicant for each position for the int

3) Human Resource Development and Management

Table 4.3 presents various programmes Midas
education differs depending on new employees,
in the tabl e.

Table 4.3 Education Provided by Midas I T

Participants Details

E Education for new employees is held for a month with a goal to

increase responsibilities as a member of society.

E Programmes include @ s haring my storyo,

New employees  share their life stories with colleagues, @ hel | o! my j u
new employees can learn the real meaning and value of works by

third or fourth-year senior employees,and @ CEO meet i n
to strengthen pride and reliability on the company.

E Semi-annual workshops are held to develop daily

execution/practice guideline of issues such as employee

motivation, business process innovation and management

innovation.

E After a topic is selected, the team leader holds face-to-face

meeting with each team member to discuss presentation materials.

All employees
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Every employee has to prepare and make a presentation at the
workshop.

E Executives advise and coach on the topic and give strategic
coaching on the team member sbd
E Professional skill development classes are offered for engineers
and technical experts.

E Education programme for leaders at each grade are held such as
Leaders strategic leading workshops and special lectures for coaching and
leading team members.

Table 4.4 compares promotion system of Midas
Every employee in Midas | T is promoted to nex
Generally, companies in Korea | imit petrocentag
next grade to induce competition and to incre
the opposite and promotes everyone without e
motivation and competition, the company offer
means an employee can be promoted in fast tra
promoted. Early promotion will be described ir
ensures | ifetime employment for empl oyteoes t o
increase employment stability. Moreover, there
t hat employees are able to work if they have
retirement age in Korea.

Early promotion opportunities are provided every two years so that competent employees
do not have to wait for four years to be promoted. Early promotion system functions as
motivation for employees to work harder. When an employee is promoted to a higher
grade through early promotion, they are provided with leading opportunities in more
important projects as well as more compensation that comes with higher grades.
Appropriate special bonuses, development training, and compensation and benefits are
provided as an employee advances to a higher grade. Through early promotion, there are
employees who are in higher position with higher salary compared to their age and
working years in other companies.

Table 4.4 Employee Promotion of Midas I T and

An empl oyee generally begins his caree
at a four year uni versity and Masters
service.

<Appli ddmatrgk firm in comparable indust
EEntrance to a YW &rgeoffiiom t(&@&8pssistan
Promotion to team manager (36) Y Prom
Promotion to team/part | eader (44)

Eln case of gener al promotion promwgspEo:
(deputy team/ part | eader or team/part |
EConsidering gener al organi sational cCu/
empl oyees become executives after beini
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<ApplieMdindadB | T>

EEntrance to Midas I T (28) Y Promoti on
promotion)Y Promotion to team manager
deputy team/ part | eader (33) (early pr

(early promoti on)
Source: Baek (2013), p. 85.

To illustrate, i f an employee is hired at age
able to obtain a number of opportunities of a
devel opment and growth. By t heecaegieveofhi3ghe
e
H

_

y than O0Appl ant A0 who joined a | arge ¢
so a special R devel opment policy in Mic
yees who want to stay as engi coempanamred, t
XxXecutives are manageri al executives. The
e companyO0s management . |l f employee i1 s pr
e to change their rol es t o mawioargkeirniga | o ne x
ineering or technology. However in Midas |
agerial or technical executive. I f empl oye
y

[

-0 o
=~ OO — =

can keep developing their o wni tshpeudi ad dts
rement age. After going through qualifica
chosen as technical expert. They will be
hni cal tasks and projects. Pr o/fed sospiso n@ad r ee
hnol ogi es of the company and strengthens t

PODOODTYSY*TTJIODO
~®5SQ< ™00

OO0

4) Evaluation and Compensation for Employees

A compensation system, soundly according to
human resource of mpMamdsaast ilolh damd add ai ned usua
promotion. Firstly in case of salary, the ave
over 40 mil i on Won per year, which is one of
compani es i theasamer pusnnkKesea. Widhn&lRudsin

I

n
bonusé and O6per sloinnakle dp ebrof noursmba nicre addi ti on to
who produced outstanding results and outcome:
compared to those wirtilrensiemi lianr |lvaorgke exopmpani e
business. Figure 4.3 shows the salary structu

Figure 4.3 Salary Structure of Midas I T
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Total salary

Personaincentive pa Sz Ty
= Basicsalary 4 yments dh bonus {) L]

Specialbonusfor all t
he employeeéh) + Specialbonus from +

CEO( 2) Other misc. payments

The principle o0ofMidampdmnsatsi otho gi ve maxi mum |
performance and O6no puni shment 6. They do not
according to their no punishment policy but of
perfor mers. Mi das laln da i dmesv etl @ p meatmipy atye e 6 s ab
assessment -aEnvneurayl saesnsie S s ment starts from ze
constant opportunitiehalflbengenpaogdgegui del irree
available through apprai s@GBHEO dllosoprhholide meae tdi
counselling with empl oyees during l unch br ec
motivate, mentor and give strategic coaching.
Evaluation is divided into individual and teal
fairness, | eadership and i mprovement. To out st
out come, bonus according to team proVvateis g

teamwork and promote competition among teams
outstanding employees for early promotion are
empl oyees (nor graded on curve) and ormmley ebasec

is no | imitation on number of empl oyees who
Out standing employees are al so predvaitdeedd bwintuhs ¢
maxi mum 60% of annual sal ary anRleldéatnedd vB odnuuasl 6

al so offered at times to foster core empl oyees

Figure 4.4 Appraisal System of Midas I T
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Appraisal System ofMidas IT

ResultEvaluation Competence Evaluation
SectionEva Team Evalua Individual Reliability Result ValueC
luation tion Evaluation reation
TeamEvaluation Individual Evaluation
To maintain human resour ce, Mi das | T consider
Happiness is the most I mportant, among its t

benefit package provided to every empl oyee.

Table 4.5 Benefit Package Used to Maintain Hu

Meal support Breakfast, lunch and dinner provided at quality in-house cafeteria
cooked by former chef of hotel at low price
Secret chef Provides a half-cooked hotel-quality cuisine with its recipe to be

enjoyed at home per month. Employees pay 40% and 60% is
supported by Midas IT and price paid is fully donated for charity
365 happy 365points are provided semi-annually and can be used freely for
self-development (1point = 1000 Won)

Child education School expenses (the whole tuition fee of high school and

support university), for two kids at maximum, and 100,000 Won
kindergarten tuition for a child per month

Hair-cut Free haircut every Tuesday at in-house hair salon

Lounge and in- Lounge for relaxation with espresso machine and in-house gym

house gym

Health and Complete annual medical examination for employees and his/her

medical support  spouse Influenza vaccination for all the employees

Medical and physical examination for new employees

Marathon New employees are provided gym cloth and marathon shoes.
Support Support registration fee along with all other costs for participating
in marathon twice a year.
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Support registration fee along with all other costs for participating
in Boston Marathon.

Housing support = Employees who need financial supports and who are employed
over one year can apply for housing loan provided by the

company
Study abroad Employees who passed qualification examination of technical
support experts training system. Study abroad or technical training in

overseas offices of Midas IT

Paid vacation, vacation per inquiry, vacation abroad for

Vacation outstanding employees(travel abroad expenses provided
Staying at companyod6s resort at

Work system Five work day/ free dress code for creativity
Legally required = Four insurances (national pension, medical insurance,
benefits employment insurance, industrial accident insurance)
Retirement insurance
Others Condolences payment for funerals
Condolences payment for accidents/natural disasters outside of
work
Flowersforweddi ng/ chil dés birth, Pr

Pay 100,000 Won for New Year and Thanksgiving holiday

Pay 100,000 Won and flowers for birthday and wedding
anniversaries

Pay 200,000 Won and send flowers for 10" wedding anniversary

I n addition, Midas I T established welfare fun:i
with contribution of KRW 700 million. The <co
treasury stocks to the fund and it plalndent o h
by 2017.

5) I mpact -@rfi eHutneach Resour ce Management on Perf
Il n Midas | T, every employee is subjected to a
exception or postponement after fulfil ment of
| T offers early promotion accordinyg whi alppirsait
provide opportunities to |l ead major projects ¢
with relatively short career. There I s no set
i s provi ded t o every empl oyee Mi e@ar dllTes b e gd
systemising its HR management since 2002 when
increase beyond 50.

Due to their HR management, Mi das | T was ak
recrui tment Mi das | T attr6ac800d i4n 0DM1 2a.p plln ca
than 10,000 applicants applied for recruitme
comparable to | arge firms.
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Mi das I T was also able to retain competent e
management such aempaowucho biegee fosfyfsepracnkga Ot her |
devel opment SMEs experienced higher empl oyee
average employee turnover was over 20 %, rel at
| T6s employee turnaOér Thte wat-basbobddetur he
rate which was relatively new business. Il ts e
was around 5% and its SW devel opment busi nes
Economy, June 28, 2012).

With goodcHRMepr, Mi das | Tés performance was n
crisis through 2009 to 2011 but i nstead show
financi al indicator s. The gross revenue has i
(12.8 bilolsisonprwWofni tg)r i n 2012 after its foundat
Figure 4.5 shows gross revenue and its growth

Figure 4.5 Yearly Trend of Gross Revenue and |

0,
50% = Gross revenue (in million KRW) 60,000
=== Growth rate (%) i
40% 50,000
/\ -~ 40,000
30%
- 30,000
20%
- 20,000
0,
10% - 10,000
0% - -
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Source:Da®nhal ysi s, Retrieval and Transfer System (DART), F

4. 2 Case Study B: Human Re3ionmricedManmaigaime@o. o
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AJilnndustrial-JICH. | NDAdSTRIAAL CO. , LTD) -siis, | oc:
Gyeongdhouk Korea, and wasJifrouinsdead domplaén/y8 .s pAec i
parts and has sappaits ot dyobdai and Kia Aut

The company faced difficulty of entering into
financi al crisis. However, five years | ater i
ordered and tahse nteangpeadn yo yw Woosin I ndustry Co.
2004, the company turned into black and has i
with empl oyees, reduced production cost, mai n
revenue.

A-J i6brs bewsssi consi sts of manufacturing, processi:
automotive body, various automotive parts, a

manufactures high pressur e gas containers
el ectr ontisc pparotdsu.c

Adienst abl i shed its first overseas factory 1in
China in 2007, and Al abama, USA in 2008. The c

company at business contractor apprMoibs sl amyd H
Kia Motors which arfAJirmes emajear 6Exptoome Asvar do |
million exports in December 2012. The company
and 7.1 billion Won operating profit in 2013.
Core vaAdiensofmpetency, creatriiem,t atusnhpmeronf i c
chall Ahiogm. HR management principles are to mai
empl oyment stability and invest in employee t

1Y0Organi sation Structure
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Under management of CEO and a plant manager,

administration, finance and management, mat er
technol ogy R&D, and existing techlnsol degparrtemesm
there are raw material s, purchase, and over
depart ment, ther e ar e producti on, sal es, pr
technol ogy team. Under quality management dep
qgual ity assurance team. Under technology mana
metallic mold, technology sales, and technol o

Figure 4.&tiOomgaBt sAukitrur e of

|

Plant
manager

l l

Administration

Management

|
Quality Technology R&D S Work site
management technology
A-Jihnhas cooperated with universities and high s

graduates at early stage and to develop its er
Jihnas been offering &€Stedemt@as nongr pe ®F ra@gsmme s ;
entered into agreement with 10 universities i
Yeungnam Uni v. , Daegu Univ. , and Kaemyung Un
programme for selected students and employed
prgor amme consi sts -soift eonterAadnoanntdhg soink  mont h-s over
site training in its USA factory. The company
2013 through this programme.

research center

2) Recruitment Management

SeconAdl,i nndustry of fers 6Mei st ec hoaonld gsrpaedcuiaat
devel opment programme. The progr amme i s run
vocational educati-epeantli teakhAJdiisndtier egfudenbs
agreement with Kaemyund-J Godtlalglei canndod pdp ednedsai g r
provi de mptlwdynent programme for Meister or Spe
I n the first year during the two year curricu
i AAJi.nln the second Ayedh$ A asnddeakcsitvasmnm ng suc
new car development, automated digital produc
body quality review f 8-8ilhA rf ommo ntthhes raensd wofr ki hi
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AJimrovides 75% of the tuition fior prlovs dpso@mp
for outstanding empl oyegeart ounirvaenrssietry tanda
administrative posi tion from producti on pos
employed through this program as of December

I n addition to ®Abemreo wirdoegsr avmenreisgus progr ammes
| ocal universities and specialised high schoo
foll owing table.

Table 46 A-Jin6s Cooperation with LocailofBEnploymemtsi ti es
Agreement No. employed
Started (2008~2010)

Programme Universities

Daegu University
On-the-job training Die mold Aug. 2008 11
specialist group

AJdoir
Talent management Youngnam May 2008 29 Laboratory
cooperation University Programme
[ f
(alent management 01 Korean ATrai
: : Polytech Nov. 2009 3
and industrial . : classes
University
development
Cooperation Sang Myung Univ. Feb. 2010 4
\ég:ngnam, Overseas
On-site education gu. Nov. 2010 on-site job
Gyemyung, 61 S
agreement . training and
Daega, Kyungil,
placement

and Haneu uinv.

The purpose of these programmes is to secure employees from early stage and provide
long-term development plans for its employees. These programmes cost over one billion
Won annually and A-Jin plans to expand the programmes because it is considered as an
effective way that SME can secure high quality human resources and also help local
universities/specialised high school to raise their employmentrate. A-J iwvnas awar ded a:
6Best organisation for sp-sctaltsadnhndgdh Meyn he b
the Ministry of Education and Science Technol

3) Human Resource Development, Education and Training

AJioaf fers various educational t rhaoiunsien g c | parsosger ¢
required for -t pjeolmot rpanogirmgnme , group studies
supports for c¢classes of per-shkjeoad tirnaiemiensg si.s T
to new employees. Evtahljewdt itami inmwnagl wihmgvsorhi gh

| evel-t hje®hb training afbessanpcreasct t oaleach emp
devel opment
A-Jianl so o fhfoaurse @irmf essi onal instructor develo
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iMmMouse educati onA-f8rgaivneisn g pcploarstsuensi,t i es to its
profess-honaé citnosrt.r uAl | rel ated education expe
company. Through this process, some empl oyees
human resources devel opment cert i fA-Jciamtl isoon
requires its empl bobgeeasxsouted ofparlefnto pl an every ye
empl oyees to plans for their future. Empl oyee
classes of any subject from external institut
grade,nadxtiemrsti tution, and cl asses.

Another distindAtdiinh atrtaecitrerdtsudy orfoups. There
studying different subjects such as-l @&mdhamcen
relations studies and otbkastedThberpeampanyopt by
as they submit their written plans including
purpose of their study. One of the groups
cultures and producti vd tnyediamp rionv ennaetnito nnwaoln cao ngf
with their study results.

At the beginning of year, the company sets annual education planning, education/training
hours, and budget. Employees in A-Jin have to fulfill certain education requirements for
promotion. Following are the company policy for annual education requirements for A-
Jnds empl oyees.

A Team and individual has to submit annual

A Gener al educati on: empl oyees in administra
certain educatigomder ed&idtus appeé on i s provi ded
are described in detail i n Table 4.7

A Employees in administrative position ar

institution such as Korea Productivity

(atddaemnce or correspondence education) ever:

A Al empl oyees are requi fheodisteo edakat aomr,| ases
institution and correspondence cour ses.

A Annual mandatory education credit per gr a
speciakesstQntamanager 9, manager 8, senio

manager 7 credits.

Table 4.7 In-House Education Courses Required per Grade for Promotion in A-Jin

Grade Courses Detail Hours  Credits
ITQ(Information
Al tech_n_ology Excel and power point basics N/A
employees  qualification)
courses
Senior Productivity Develop communication 10 3
specialist development skills/Understand tasks/Environment

6 2



management

Business memo and

Logic development for business

o writing/Study documentation 11 3
writing . " .
cases/Business writing practices
TPS productivity Study effective production
management 16 4
development
systems
Problem solving Learn various prc_)blem solving skiI_Is
skills development based on logical and creative 8 2
P thinking
Assistant Project Learn and practice effective project 12 3
manager management management processes and skills
o Study six-sigma management cases
Six-sigma
and 16 4
development : : .
adoption simulation
Learn responsibilities of mid-level
manager, current
Mid-level manager = economic/business 8 >
development trend and practice logical thinking
and
strategic decision making
Learn Pondy model of organization
Dispute solving dispute theory/Dispute management 8 5
Manager case
studies and system development
Strategic objective MBO, objective management
processes, 10 2
management . .
execution, and appraisal
Crisis management Crisis management and roles of 10 3
managers
, Teamwork, motivation, and
Leadership empowerment 8 3
Creative management cases, how to
Competence build
: 8 2
development optimal team and performance
management
SWOT analysis case studies,
Advanced-level o :
communication skills and
. manager 8 2
Senior assessment
development
manager method of team members
Effective  coaching  skills  for
managers,
Coaching skills g:]c()jwdmg motivation, empowerment 8 5
assessment and work process
sharing
Financial budgeting, financial risk
Officers Financial planning management, business o_IeC|S|(_)n N/A
management making, and long-term financial
plans.
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For in-house education, class evaluation survey such as effectiveness of classes and
satisfaction level takes place, and education task team in the company reflects evaluation
results for future in-house classes.

I n 2012, 390 employees were subjected to educ:
with about 35 hours education/training per em
370 million Won in 2012 which was O0.3% of tr
t hoaunsd Won per empl oyee.

Table 4.8 Education and Training Status of A-Jin in Recent Years

Year No. of No. of Education  Education Education  Gross
participants education expenses  hr. per expenses  revenue
courses  (in million employee /Gross (in billion
held Won) revenue Won)
2009 268 811 270 38 0.3% 890
2010 287 1,289 370 120 0.3% 1,600
2011 390 850 220 31 0.2% 2,000
2012 390 1,000 370 35 0.3% 2,200
A-Jnbs i nvestment in employeesd education and i

wi t h 60 Compangye |l wietnh HR devel opment d certific
Development Services of Korea and Ministry of Employment and Labour in September
2010 through competition with about 500 other SMEs and large firms.

4) Compensation and Promotion

A-Jinbs annual salary is decided as foll ows: Ar
(based on performance). A-Jnbs empl oyees are all subjected
service period per each grade and there are opportunities of special promotion for

outstanding employees. However, within same grade, employees are divided into level

A, B and C and salary differs according to the level within a grade. Level A employees

can receive the base salary per grade, level B deducts 500 thousand Won, and level C

deducts one million Won from base salary per grade. If employees satisfy both education

and foreign language aptitude level requirements per grade, they are classified as level

A, if they satisfy either, level B, and if they satisfy none, they are classified as level C.

In addition to providing legally required benefits, A-Jin provides additional benefit package
as described in Table 4.9

Table 4.9 Employee Benefits Package in A-Jin

6 4



Tuition support Tuition support for middle school, high ~ Employees
for children school, and college/university

Long-term employees
On 1 June of each year trophies and (on their 10th, 15th,
golden key are provided 20th year of

employment)

Annual long-term
employment
award

On New Year and Thanksgiving,
Holiday presents 10 kinds of presents (fruit, fish, other Employees
products) are provided

May of each year employees

Labour day can choose from among toolbox set, Employees
presents
crystals, or glassware
Team building , Employees
Twice per year expenses for team
meal budget by . .
dinner are provided
department
Mor eover, in addition toA-Jipe cxabhdes hbhemefsietasp &
and wadrtkes visiting programme. Whereas | imite

wi t h opportunities for overseas wor kshops a
empyeoes have been offeredJwhntThitsheromgp @amtmen iits

among its employees, as there are a number of
to overseas exhibition, and Il nspection of 0
aut oimbé companies. Overseas Vvisiting trips ar

Table 4.10 Overseas Trips and Visits Provided by A-Jin

Programme Provided Location Times Participants
9 through (No. participants) P

Excellent culture

between labour Japan 22times

and management 2004-2013 . Employees
benchmarking (Toyota and others) (106 participants)
company
Labour and Chir_1a, Viet Nam, .
management 2004-2013 Thailand, Hong 10 tlr_n_es Employees
Kong, Macao and (30 participant)
workshop
others
Lo . . Employees
Foreign industrial - 5504.2013  China, Thailand 17 times and
inspection (191 participants)
spouses
Twice Employees

Shanghai, China,
2009-2013 Las Vegas, the
USA

Foreign industrial
inspection

(80 participants),
Twice
(20 participants)
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Japanese . Employees
technology workshop 2009-2013 Japan (Toyota and 4 times
other) (100 participants)
for new employees
N/A N/A 57times N/A

Other excursions (527 participants)

AJinbs main policy regar di ngstabilityplh theypnoeesstofite s t 0 ¢
M&A, none of the employees were neither laid off nor terminated in 2003 although many

companies went through workout had to lay off their employees during the Asian financial

crisis in the late 1990. During M&A with Dae woo Electronic Materials Co. in 2009 and

KCO in 2011, none of the employees was terminated. During the global financial crisis

that began in 2009 A-Jin recorded 40% decrease in orders from its customers. However,

the company declared that it would not dismiss any employees or go through any salary
reducti on. Il n return, the companyés | abour u
benefits negotiation and improved productivity by more than 10% by reducing production

cost and other various activities. A-Jind sooperation with its labour union and its endeavor

to stable its employment was awarded as listed in Table 4.11.

Table 4.11 Awards Received by A-Jin on Labour Relations and Employment
Culture

Date Details

May 2012 00p-eahnded | eader awmaplogym@ntdnliabours t r
Chosen as 2011 oOoLabour and man:
projecto

(Ministry of Employment and Labour)

June 2009 Certified as a O6Company with e
coorporationd (Mini&abauy of Empl ¢

March 2011

July 2009 Selected as OMost wanted compan)
(Industrial Development Foundation)

Chosen as 2005 O6Labour and man;
projectod
(Ministry of Employment and Labour)

September
2005

5) Impact of Best Human Resource Management on Performance

When AJinbs CEO changed after thAJnésdhomamwor €soati
management was systemised. The companyd6s majo
employment stability, recruitment and education cooperation with universities and high

school since 2008 together with extensive in-house training/education classes.

High employee satisfaction has been attained based on stable employment even through

the company experienced multiple M&As and financial crises. Average employee
turnover rate was 1.5% from 2007 to 2010 while number of employees increased over
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20% annually.

A-Jnbs extensive investment in employee educat
employment stability have improved its productivity. A-Jin® improvement in productivity
was awarded by Mi ni stry of Knowl edge Economy dur i

Competitiond in September 2010 and OBest Pro
Activities Awardo in September 2009.
Effectiveness of A-Jinbs maj or HR policies such as stabl

education/training is also noticeable in its financial performances. Since the termination

of workout in 2004, A-Jin has recorded positive operating profits and net profits every

year even during the global financial crisis of 2008-2010. At the end of 2013, the
company6s gross revenue increased by 287% in
gross revenue increased every year since 2004 except for 2010, 2012, and 2013.
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Acronyms Korea

N o Acrony Description

2. GClI Gl obal Competitiveness I ndex

4 . HCCP Human Capital Corporate Panel

6 . PCI Performance Compensation | nde:

8. HRCI Human Resource Competency | nd:¢
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1.0 Preface

Thi s research -Ip¥3.0oj €st a HRIDOMi ng Best Practi ce
Devel opment to Enhance Productivity, Quality,
SMEs is an APEC funded peoqreacmaansd@hilnve sneg Trao ure
Kor;eMal ayam@& The Philippines. The project en
management systems and iissues that affect pro
i nnovation among Small and Medium Enterprises

The obj ectrievseesarocfh tahree as f ol | ows:

M9 Devel
i nnov
T I dent

op a framework to improve product
at
i f
SMEs to
op
ar

g
n of SMEs human capital;

ng best practices on iIimproving ptr
nhance efufmani grecy utritreo Wgeghvel opment
g and promoting the use of approp
to boost productivity among SMEs

T Devel
stand

sear chh ndruca ee&dS efprtoenmble Notve mb®r 2014 comp
par tasn:dipleamantiunrge revi ew,; desk research &
interviews with selected SHMEs ffeseaas:
focused on: an overview of Mal aysi aods
ivityvamessompetiht ghlighted and emphas
el ected Asia Pacific economiesd | abour
various 1issues of the World Competitiveness

Resource Strat egi easr eamad slon iptrieasteint ed, dr awi ng

e

OI—P

= R I~ =l
U)!—"

O OT o —" D

>S5S QOO0 @

Q c -~ 0O g
0

PT T o

man Resource practices of award winning Ma
ovide some framewor ks, model s and organi sat
apt wherever aprpfldrcmasn cce, SaviEtéasi mpeed from t he
anal ysed and Human Resource Development scl
e identified. SMEs often feel t hat it i s
ain g tend to betl bokethpubpgpeaeasenebnhhren.

|l argely due to the need to offer bett
i ty. Case studies are also featuredc
i ssudsacand byhal maamguwefsact uring conc

OCT— Y Y T T
- == Q00— - umnwa-c

the national l evel, the reluctance of Ma | ¢
ver nment to intervene to promoteReskoudce de
vel opment Fuw¢g @QHRDE) syastleen was i ntroduced

oe >
® o
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of providing financi al assistance to defray
empl oyer s. A holistic and structured approac
SMEs is adopted.

At t he highest l evel, t he National SME Devel
honour abl e Pri me Mi ni ster, brings together

devel opment programmes to decide on the dire
economy Oneheofkey i1 nitiatives of the MNIDRRX)i s t
aligning the goals of SME development with t}
nati on. The Masterplan sets the stage for e
supportive amdsyscnmnaeéuncitwe emhance the overall c
economy.

At the organisational l evel, it can be concl
organi sations to organisations and there is n
all oar tgiaonni ss. l't is vital for organisations re
and extent of HRM practices. HRM practices <co
motivates and retains employees to ensure the
orgasation and its members.

HRM practices is claimed to establ-empl dhee to
relationship (Rousseau & Greller, 1994) . I n

di scourage empl oyees to beconee nMorset isntnuodviaetsi vo
practices suggest that high commitment practi ¢
commi t ment .

Thus this research paper

e e practi
features their practscet g¢gs

d

I

t h
ggia Bheatnt
values of human and knowl e al manageme
pillars, |l earning nd devel opment focus, Peop
as well as targeted talent interventions.

Changes or trends that emerge today such as g
and technology require HRM practices to be mo

emphasi ses on their tot al contribution i n

ekttiveness, expectation of innovative and cr
attitudes and values 1 n the workpl ace.

It is further found that strategic and focuse
hours are |inked e¢o( Gowdrer &pe€alfioomanz003; Hu a
capit practices bring about a myriad of bene
and c etitiveness, increased innovation eff.

al
omp
empl oyee commi t meoyee beetentiempl whi ch contr
devel opment and expansion of the organisation
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2.0 Overview of Malaysiabds Economic Perfor man
Mal aysi ads economy had been growing steadily
from the global financial <crisis to register
in 2010, moderated to 5.1% and 5.6% inP2011 a
grew by 4.7% in 2013, mainly from i mprovement
we |l | as increases in private consuempomémy and
favourable economic conditions are reflected
2.3% to 13 million, l ow inflation and unempl o
Mal aysi a6s GDP continued to grow at an i mpres
2014, the highest pace in six quarters, supp
private domesticrdemgodrtén ohet he year, the
The strong performance | ifted Malaysiads GDP
corresponding paeraypsdi aass geatr aibhkc d me atcehri geevte
USD15, 000 (RM47,468d) sbgne&rm,20ad fanresul't of t
Nati onal Transformation Programme. The Gross
steadily from USD7, 059 (RM22, 313) i n 2009 t
representing a 42.5% growth during the period
Since the |l aunch of the Economic Transformati c
t he National Key Results Area (NKRA) have ger
empl oyment opportunities, and targets tao cr ea
is also on track to reduce its deficit from ¢
201Based on StarBizbdés poll of economists (Te
Mal aysi ads GDP growth for 2014 had been revi s
prioecting growth to reach as much as 6. 0 %.
Tabl e ZLDP Forecast 2014
Research House 2014 Foreca
ol d New
Nomura Gl obal Research 5. 4 6.0
Cl MB I nvestment Bank 5.5 6.0
Hong Leong | nvestment Bank 5. 7 6. 0
Credit Suisse 5.3 5.9
Bl MB Securities 5.2 5.8
RHB Research I nstitute 5. 4 5. 8
Affin I nvestment Bank 5.5 5. 8
Bank of America Merril|l Ly 5. 3 5.7
AmResear ch 5. 3 5. 7
RAM Rating 5.1 5.6
M&A Securities 5.0 5.5
Al liance I nvestment Bank 5.5 5.5
Aver ; 5. 4 5. 8
Source StarBi z, 19 August 2014
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Box. 2:

Mal BRaysii@a | nf or mati on, Econon
|l ndi cator s

MALAYSIA :BASIC INFORMATION

SOUTH CHINA SEA

Land Area: 329,900 sq km
Peninsular Malaysia - 131,800 sq km

Sabah - 73,700 5q km
Sarawak = 124,400 sq km
A.Mal aysi a : Basic I nformation

Capital City : Kuala Lumpur
Popul ation 2012:20.8mil0od )
Population Growth Rate (%) :1.3%

Life Expectancy at Birth : Male - 72.3 years

Age Structure

Female - 77.2 years

: 0-5years i 3.0 million
6-14 years 1 4.8 million
15-59 years i 19.1 million
60 years and above 1 2.4 million




The economic indicat e2rOsl 3f oarr et hseh cpveZaimahd . Z2aB1 le
Mal aysia has a Ayoungo population of 19. 1 mi

bet ween 15 and 59 years. The | iteracy rate of
94. 0 %. The | abour force was 13.2 million wit/
hi gh |l iteracy rate augur s we l | for Mal aysi ac¢
achieving a high income nation by 2020.

Table 2. 2: Economi-201&dYi cator
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2011 2012" 2013'
GIDP: Real Growth Rata [%:) 5.10 560 50-6.0
GMP: Par Capita (USD) 8 893 8,974 10,760"
GDOFP Composifion by Sactor {3& of growth)
Agricultura, forastry and kshing 580 080 4.00
Mining and quarrying =570 1.40 5.00
Manufacturing 470 4 B0 4. 390
Construction 4 B0 18.50 15.890
Services (including govermmeant services) 700 .40 5.50
Inflation Rate [CPI] {3&) 3.20 1.680 2.0-3.0
Fadearal Govammeant Finance (USD billicn)
Ravenue 606 67.4 R BB.DE
Expeanditure 74.89 g1.8" B1.4°%
Employment by Sector (% of shara) 2011 2012 2013"
Agricultura, forastry and kshing 11.50 12.60 10.80
Mining and quarrying .80 Q&0 030
Manufacturing 18.10 17.50 25 40
Construction 920 9.10 B6.20
Sarvicas B0.&0 8010 53.30
Unemployment rate (%) 3.10 3.00 310
Labour Force (millicn parsons) 12.7 13.1 132
Moles : ' Forecast
& Budget eslimate
P P reliminary
A Revisesd @atimabe
| Based on average USD axchangs rale for the pedod of January-February 2013
Crala has e ragised
Sounce : Minisiry of Finance [MOF), Bank Megara Malaysia, Econormis Planning Linit
Tabl eD@m8graphic I ndicators
Popul at Aga By(o2u0f20 1 2)
2011 2012
(Mumber in Millions) (Mumber in Millions)
Age Group Number Percentage Number Percentage
0-4 2.50 8.60 2.50 8.50
5-9 2.60 9.00 2.60 8.80
10-14 2.70 9.20 270 910
15-19 2.80 9.70 2.80 9.50
20-24 2.90 10,10 2.90 10.00
25-29 2.90 9.80 2.90 9.80
30-34 2.30 7.90 2.40 8.20
35-39 2.00 6.80 2.00 6.80
40-44 1.80 6.30 1.80 6.30
45-49 1.60 5.70 1.70 5.70
50-54 1.40 4.90 1.50 5.00
55-59 1.10 3.90 1.20 4.00
BO-64 0 an =00 0 an =00
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participation of women in the workforcar at 50
before

| mprovements in | abour guality in terms of |
mi ndsets had also i mproved | abeocunrn od fofgiygi @ mdyor
intensive industries such as tel edwenmiuingicradg. o
|l abour productivity growth of 2.3% in 2013 wa
Mal aysia Pl an, Malaysia needs to address chal |

sustainabl e economic devel opment . mé&mtu c atnido n ,
i nnovation are two ways of addr-eesemngpetbusesh
achieve a higher | evel of productivity and co

Figure 2.1: Mal aysiabds Labour Productivity
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)
]

RM Thousand
(%6) D104

54,109 56,863 57,916 59,064 60,437

40 -4
2009 2010 2011 2012 2013

Productivity Productivity Growth (96)

(RM Thousand) Employment Growth (96)

——— GDP Growth (96)

Computed from: (i) Department of Statistics, Malaysia;
(ii)) Econmomic Report, Ministry of Finance
* Note: Employment Growth for January to June 2013

Source: PRepwectt- @DBY Mal aysia Productivity Corpora

Over the peryedr oMalt ay £ica 5PPlaams DO t e The
Pl an {2006 , Mal aysia achieved good progress
skills and beseaspa atchhd cceosn ttroi biutciron of Tot al F
the national GDP. TFP6s contribution to GDP r
34. 7% in the 9 Plan period and is targeted to

I n the first threeéay®Pdanmn® 0@dBOt1Ae olNG rMaluayson of
stood at 22. 2% and the ratio of contribution

remained unchanged at 89:11. This indicates
economic growtm iquasitiltly basdédeérot han quality.
strengthen policies to enhance the quality of
2.12nt ernati onal Productivity Comparison
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Mal aysiads | abour productivity growth of 2.3
economued as Japan (1.3%); Korea (1.7%); Sing:
Uni ted States (0. 9%). However, in terms of pr
of USD24,934 per employee facormramieesedsather
| ndi a; and diuati il vaintdy IPKwelesa ;i i5ihg@mpmo;r e; and A
bet wee-2a. L. 8i mes higher than Malaysia while t|

States was about three times higher. This sh
enhance productivity.

Whil e Mal agmeé aahlagang way in productivity enhail
by raising the quality of i1its human capital

productivity, employability and overal/l econc
Mal aystaadasegy to achieve its objective of be
achi eve etchoinsmmmyedhse to create more modern jobs w
sets and extensive investments in education a
extewse-t bjpob tr ai msipnegciifn cf isrkml | s, career advar

and high monetary rewards.

Figure 2.2: Labour Productivity Mal aysi a
Economi es

| M Productivity B Productivity

307 (USD Thousand)* Growth (%)

W Productivity B Productivity

807 (USD Thousand)* Growth (%)

257

b
=
1

U'SD Thousand
USD Thousand

Malaysia  Japan South  Singapore Australia  Uni Vietnam India Indonesia China  Thailand Mala
Korea Stal
Source: The Conference Board; Total Economy Database Source: The Conference Board; Total Economy Database
*Mote: Labour Productivity Per Person employed in 1990 USS (converted at Geary Khamis PPPs) "Mote: Labour Productivity Per Person employed in 1990 US$ {converted at Geary Khamis PPPs)
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2.3 Malaysiabs Competitiveness Performance

I n the past three years, Mal aysia had been a
competitiveness. I n June this year, A.T. Ke a |
FDI index 2014 ighlighting that Mal aysi aods
pr ewsloy. Thi s formance signifies investor
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WorBank, Mal aysiads resilience i s once again d

189 economies from 20 previousl yecbabaysdoa i s
business among emerging economies in East Asi
Thi s ranlinsg stiesntc wi th Mal aysi aods perfor man
international organisations such as the I nsti!/
the World Economic Forum ( WEF) , bot h of wh i
competitiveness. tTihtei vieGleosbhsa2Relmamptree2 Glads ed by |
in September, affirmed this wupward trend 1in

among Extdhomiresn 24 previously. This makes Mal

competitive economiresg dgliaotealsliy cfeon htehe ufrr ent
l ndex (GCI) methodol ogy was introduced in 200

=y

an increase in GDP per capita to
aspiration-ith@c omec dmbavied ggdhonh b ey
ade. This is also recognised by
nsition to innovation stage of de
ce 2012. The WEF further assertsdthad tapa,
aysia stands out asec omenmiledst tihavevebbgen emwe
cessful in tackling these two 1issues as
nsformati on programmes. Mal aysi a ranks
ernntmer egul ati on and a satisfactory 26 in t
I ndex.
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Mal aysia also advanced thr ee p o seictoinoonasu é soo fb e |
60economsesssed in the | MD6s Worl d Competitiywv
2013. Among the four factors assessed in the 1
in two factors namely, Business Efficiency, r:;
Ma | myismt ai ned 1 posiddomomwing % héDR apemgoc §p
than USD20, 000 and achievedccodnopmwséthi on
il on greater than 20 million. It is i
] amMisi a i s theecoonnoynmyae vebopiliaged among
es such USA, Switzerl and, Singapor e,

Il n Mal aysiads drive to achieve developed nati
t he goevretrntmas resulted i n Malaysia narrowing
practices worl dwi de. I n the area of human ¢
such as compensation | evels, |l abour relations.
empl onytmear e al so aveaiclbaliméene & chreo srse pod t . An a:
Mal aysi ads performance indiredtad s shiwshdhrer r &Aso
econom@mres shown. (Tables 2.4 and 2.5).

2.3.1 Rel at ed Hu man Resourced AsHaoaodtmrms am
2
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the World Competitiveness Yearbook (WCY 01
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hmarks and to identify the gaps. Mal aysi a
eving top 10 positions in five out of S i
tions is recorded,onr amsked g&h; (vBor; k d ro wna tnidwz
amy) whil e apprenticeship and empl oyee tre
he region.
Table 2.4 Labour Market Indicat@wosl dCosts 8
Competitiveness Yearbook 20114
he category of availability of skill s, S
|l able in Malaysi a, ranked 6 and brain dr a
to be focusedbaue percentagéhef pbpul ati o
ti me employment is also | ow, ranked 45; a
of concern.
empl oyment esciothuwadyi among@q the best in the re

The
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