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abstract

Antecedents and Consequences of Intra-firm Wage Dispersion:
Effects of Performance-Pay on Wage Dispersion and Wage
Dispersion’s Effects on Employees’ Consciousness and Attitudes

Koo, Jasook
Han, Joon
Park, Chanung

This study examines the effects of intra-firm wage dispersion on the beliefs and
attitudes of employees. Wage dispersion is defined as the within-firm variance of
wage residuals after controlling for the individual characteristics in the labor market.
The results from the analysis of firm-employee linked data from HCCP survey show
that introduction of performance-based compensation system increases the level of
wage dispersion significantly. Increasing wage dispersion, in turn, have ambivalent
effects on the beliefs and attitudes of employees. High level of wage dispersion tend
to make employees believe in the fairness of compensation system and at the same
time make them more satisfied with their job and wage level. Overall the increasing
wage dispersion induced by performance-based compensation system have overall

positive effects on attitudes of the employees.

Keyword: Wage dispersion, Performance-based compensation system, Job satisfaction,

Employee



