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Abstract

This study analyzed how a performance-based annual salary system influences employees’ organizational
trust and job satisfaction by applying the organizational equity theory to the salary system of fire officials
in South Korea. The study method involves survey for the subjects as well as interviews to draw implications.
The results of this study showed that wage equity, including distribution equity, process equity and interactive
equity, affects both organizational trust and job satisfaction. This suggested that managerial effort is required
to improve organizational trust and job satisfaction by developing the performance-based salary system
rather than the seniority—based salary system. In addition, it is found that firefighting organizations should
focus on fostering environments where the payment range of performance-based salary system can be
annually enlarged and the discretionary authority of implementing agency can be gradually expanded, which
is vital to achieve the eventual goal of a performance-based annual salary system.

Key words: equity, organizational trust, job satisfaction, performance-based annual salary system
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organizational trust.
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Hypothesis 3, organizational trust will have a positive effect on job
satisfaction.
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Table 1. Characteristics of fire fighters(N=98)

o Frequency(number |  Composition
Division of people) ratio(%)
Man 94 95.9
Gender
Woman 4 4.1
less than 25 years 12 12.2
Careers 25 to 30 years 56 57.1
over 30 years 30 30.7
S grade 9 93
Performance A grade 57 581
annual salary
rating B grade 32 32.6
C grade
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Table 2. Remuneration equity factor analysis results

Question 1 2 3 Commonness

Procedural equity 1 0.859 | 0.198 | 0.198 0.693

Procedural equity 4 0.796 | 0.080 | 0.257 0.709

Procedural equity 3 0.764 | 0448 | -0.009 0.871

Procedural equity 6 0.731 | 0.132 | 0.360 0.679

Procedural equity 7 0.724 | 0.329 | 0.150 0.892

Procedural equity 5 0.675 | 0.033 | 0.185 0.786

Procedural equity 2 0485 | 0.250 | 0.276 0.856

Distribution equity 5 0.354 | 0.875 | -0.014 0.554

Distribution equity 3 0.075 | 0.863 | 0.346 0.675

Distribution equity 4 0.173 | 0.776 | 0.214 0.680

Distribution equity 6 0.021 | 0.726 | 0.508 0.491

Distribution equity 2 0327 | 0.657 | 0413 0.706

Distribution equity 1 0493 | 0.644 | 0.188 0.681

Interaction equity 1 0.247 | 0.230 | 0.861 0.816

Interaction equity 5 0227 | 0.128 | 0.782 0.655

Interaction equity 2 0470 | 0.195 | 0.645 0.456

Interaction equity 4 0.119 | 0.232 | 0.623 0.374

Interaction equity 3 0.384 | 0.368 | 0.520 0.784

Eigenvalue 4710 | 4219 | 3.426

Cumulative dispersion(%) | 26.166 | 49.607 | 68.643

Kaiser-Meyer-Olkin Measure=.708, y?=5221.904 p=.000

Table 3. Organizational trust factor analysis results

Question 1 Commonness
Organizational trust 6 887 788
Organizational trust 7 815 664
Organizational trust 5 .802 643
Organizational trust 2 767 588
Organizational trust 4 702 492
Organizational trust 3 .682 466
Organizational trust 1 .676 457

Eigenvalue 4.096 Cumulative dispersion(%) 58.520

Kaiser-Meyer-Olkin Measure=.812, x*=1034.291 p=.000
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Table 4. Job satisfaction factor analysis results

Question 1 Commonness
Job satisfaction 3 916 .839
Job satisfaction 2 .847 17
Job satisfaction 6 .843 11
Job satisfaction 5 837 701
Job satisfaction 1 810 .656
Job satisfaction 4 7196 .633
Job satisfaction 7 .044 415

Eigenvalue 4.673 Cumulative dispersion(%) 66.751
Kaiser-Meyer-Olkin Measure=.824, x*=1467.947 p=.000
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Table 5. Reliability analysis result

Research variable Question number | Cronbach's «

Distribution equity 6 919

Repair .
equity Procedural equity 7 872
Interaction equity 5 825
Organizational trust 7 876
Job satisfaction 7 914
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Table 6. The effect of remuneration equity on organizational trust

Standard- Collinearity
Independent ization t statistic
; p
variable
B Tolerance | VIF
(Constant) 1.287 | .199
Distribution equity | .042 | 2.834 | .004” .565 1771
Procedural equity 907 [2.977| .000" 425 2.356
Interaction equity 134 7748 | 000" 419 2.388

R?=967., Modified 2*=.966, F=2159.909 (df1=3, df=266), p=.000
“p<001, “p<01, 'p<.05, DW=1.927
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Table 7. The effect of remuneration equity on job satisfaction

Standard- Collinearity
Independent ization t p statistic
variable
B Tolerance | VIF
(Constant) 2,120 | .055

000" .565 1.771
000" 425 2.356
Interaction equity | .009 | 1.991 | .004™ 419 2388
R2=991., Modified 7°=991, F=9526.931 (df1=3, df2=266), p=000
“p<001, “p<01, p<.05, DW=1.993

Distribution equity 923 1.816
Procedural equity 120 3.328

*
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Table 8. The effect of organization trust on job satisfaction

Standard- Collinearity
Independent ization t P statistic
variable
8 Tolerance | VIF
(Constant) 210 .000
Organizational trust| .857 | 13.800 | .000"" 425 2356

R*=415, Modified R2=413, F=1009.059 (dfl=1, df=268), p=.000
p<.001, “p<.01, p<.05, DW=1.970

Table 9. Hypothesis verification results

Adoption

Content
or not

Hypothesis 1-1, distribution equity will have a positive (+)

L Adoption
effect on organizational trust. P

Hypothesis 1-2, procedural equity will have a positive (+)

S Adoption
effect on organizational trust. P

Hypothesis 1-3, interactional equity will have a positive

o Adoption
effect on organizational trust. P

Hypothesis 2-1, distributive equity will have a positive effect

. o Adoption
on job satisfaction. P

Hypothesis 2-2, procedural equity will have a positive effect

. P Adoption
on job satisfaction. P

Hypothesis 2-3, interactional equity will have a positive

effect on job satisfaction. Adoption

Hypothesis 3, organizational trust will have a positive effect

. e Adoption
on job satisfaction. P
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