J. Korea Inst. Build. Constr. Vol. 20, No. 2 :
https://doi.org/10.5345/JKIBC.2020.20.2.163

163-169 / Apr, 2020

pISSN 1598-2033
eISSN 2233-5706

www.jkibc.org

Y J|se8e| e AFHE FHMEet

Improvement Measures of Wage Payment System for
Construction Skilled Workers

e §
[

02

ol

Lee, Kun—Hyung1

Employee, Heerim Architects & Planners Co, Ltd, 39, Sangil-ro 6-gill, gangdong-gu, seoul, 05288, Korea
Professor, Department of Architectural Engineering, Semyung University, Jecheon-si,

HH2*

A
= =

0

Son, Chang-Baek®*

1

Chungcheongbuk-do,

27136, Korea

Abstract

Construction is a typical labor-dependent industry. However, problems related to wage payment, which directly
affects the livelihood of workers, have caused other problems in maintaining skilled workers, such as increasing the
turnover rate of skilled workers, resulting in a shortage of skilled workers. Against this backdrop, this study was
conducted to develop measures to improve the conventional wage payment systems in order to prevent skilled workers
from leaving their jobs and to maintain them as workers. It is necessary to make the registration of non-registered
small-sized construction companies in Korea mandatory, and to introduce means by which construction companies that
hire workers through non-registered agents can be penalized. In addition, the project bank account (PBA) system used
in the domestic banking sector can be benchmarked in operating payment systems, an approach that is expected to
effectively prevent delayed wage payments in the construction industry
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Improvement Measures of Wage Payment System for Construction Skilled Workers
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Table 1. Survey summary

Descriptions

- 14 construction sites, 25 construction types
- 729 construction workers

- 2018.10 ~ 2018.12 (about 3 month)
- Survey through personal visit

Classification

Target

Period
Method

- General characteristics of respondents

- Status and problems of wage payment systems

- Measures to improve wage payment systems

- Expert verification of suggested improvement
measures
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Figure 1. Share of young manpower employment ratel

Table 2. Comparison of the number of employees and leavers in
all industries and in the construction industry

All industries Construction industry

Year  Employees  Leavers Tugtoever Employees Leavers Tu:g?ever

(ersons)  (persons) (o, (persons)  (persons)  o;5
2012 14,946,534 717,456 48 1,002,268 146,994  14.7
2013 15,247,120 644,084 42 959,451 140,231 14.6
2014 15,862,789 693,931 44 1,003,854 151565 15.1
2015 16,610,303 689,896 42 1,134,102 150,411 13.3
2016 17,240,904 695,573 40 1,253,966 165266  13.2
2017 17,524,603 768,964 44 1,311,922 218,014  16.6
2018 17,802,301 801,512 48 1,307,511 218628 17.0

1) A% 718 AZE (http://kosis.kr/), AAZEANT-2AL 2013~2018
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Table 3. Wage payment methods

No. of Share
Wage payment methods responses (%)
Paid to a personal bank account through
e-payment systems such as nomubi.com 13 155
and Seoul e-Baro payment system :
(sectional labor cost management system)
Paid by a team leader or foreman to a 101 139
personal bank account :
Directly paid by a team leader or foreman
in cash 42 58
Paid by a subcontractor to a personal
bank account 305 418
Directly paid by a subcontractor in cash 21 29
Paid by a contractor to a personal bank 26 36
account :
Directly paid by a contractor in cash 1" 15
Directly paid by an employment agency in 108 148
cash :
No answer 2 0.3
Total 729 100
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Table 4. Problems in wage payment systems

whohect

Problems in wage payment systems

No. of
responses

Share

(%)

Although a subcontractor pays a wage to
the bank accounts of workers, the team
leader or foreman confiscates and
manages all the bank accounts of skilled
workers, and pays the wage after taking
away a certain amount.

Wage payments done through e-payment
systems such as nomubi.com, Seoul
e-Baro and Clean Pay need to acquire
approvals from a contractor, but they
intentionally do not approve and make
workers work additionally, delaying wage
payments.

Since in reality, a client cannot check
hundreds and thousands of payments
individually, payments are checked formally
only.

Since the sectional labor cost management
system manages ‘client — contractor —
subcontractor’  sections only, it is difficult
to manage the remaining sections from the
‘subcontractor — worker’  sector where
direct payment delays often occur.

When subcontractors do not pay a wage
but force workers to sign a wage payment
confirmation sheet through a team leader
or foreman, workers feel reluctant but
cannot refuse to do so.

No answer
Total

152

107

114

277

56

23
729

20.9

14.7

156

38.0

7.7

32
100
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Table 5. Upper limit of substitute payment by age group

Limit of
accrued wage

Upper limit of substitute

Retirement age payment

2.96 million yen

45 or older 3.7 million yen (37 millon yenx08)
30 or older ~  less .- 1.76 million yen
than 45 2.2 million yen (2.2 million yenx0.8)

0.88 million yen

Less than 30 (1.1 million yenx0.8)

1.1 million yen
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‘ Traditional | ‘ Project Bank Account |

‘ Client | ‘ Client |

I |

| Main Contractor £10m | | Project Bank Account |

l Typically
B0+ days

Typically
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‘ Tier 2 £8m
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\ Tier 3 £6m |

Figure 2. Comparison of conventional wage payment
methods through PBA system
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Table 6. Most urgent issue in wage payment methods

No. of
responses

Share

Most urgent issue in wage payment methods (%)

In the current wage payment system, the
wage paid by a client is reduced after
passing through subcontractors in the middle.

A certain amount of the cash paid by a
subcontractor to the team leader and foreman
is  taken out, and the rest is paid to the
worker.

243 33.3

88 12.1

Although the wage is paid by a subcontractor
to the bank accounts of workers, the team
leader or a foreman controls all the bank
accounts and pays the wage to workers after
taking out a certain amount.

111 15.2

Wage payments done through e-payment
systems such as nomubi.com, Seoul e-Baro
and Clean Pay need to acquire approval

from a contractor, but the contractors
intentionally do not approve and make
workers work additionally, delaying wage
payment.

Commission is deducted by an employment
agency every time (10% of daily wage)
Wage payments paid to workers are formally
checked by clients.

No_answer
Total

81

88 12.1

87

31
729

1.9

43
100.0
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Table 7. Validity and applicability of improvement measures

Validity

Manage Foreme
rs n

Applicability

Manage  Foreme
rs n

Type

Sectional labor cost
management and
payment confirmation
system

Direct payment system
by public construction
project owners

5.4 5 54 56

5.4 56
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