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Abstract

The topic about compensation motivation of senior managers of enterprises has im-
portant theoretical and practical values. The importance and urgency of this research
are determined by its practical and theoretical significances, and the compensation
motivation mechanism should be “expressed” on the basis of a suitable condition. The
systematic theories of researches on it are not set up. This thesis studies the topic sys-
tematically to find the basic law in the compensation motivation of senior managers in
modern enterprises and explore a best way to build its mechanism in China.

1. The main content in this report

This report aims to clarify the compensation motivation of senior managers of en-
terprises, find out the causes of its formation, design its mechanism, and build up a
perfect political framework of it. Focusing on this objective, there are 8 chapters in
this research; Chapter 1 gives an introduction to the the background, the significance ,
the research ideas, the hypothesis, the methods, the research contents and relevant
materials of the compensation motivation of senior managers of enterprises. With the
help of other compensation theories and literature reviews. Chapter 2 shows a system-
atical research on the the ompensation motivation of senior managers of enterprises
from the point view of economics, management, psychology, natural science, etc.
Chapter 3 talks about the the preliminary period, the test period and the reform period
of the development of compensation motivation. It analyses the new progress and exist-
ing problems in the reformation of it. Chapter 4 explains the 3 effect factors of com-
pensation motivation: enterprises, external environment and senior managers. It also
analyses the essential factors of compensation motivation from the aspects of the strate-
gic guiding, the external competitiveness, the internal equity, the personal equity,

procedural justice. In Chapter 5, the discussion of suitable conditions to build up a
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compensation motivation mechanism is made from two aspects: the positivity of clients
and the selection of senior managers. In Chapter 6 we expound the design philosophy
and the processes of the compensation motivation mechanism, analyse the reputation
motivation, controlling power incentive and promotion incentive which are closely re-
lated to compensation motivation. We also do a research in the cost control in the
mechanism. The key point of Chapter7 is that the effective supervision on compensa-
tion motivation mechanism can be achieved though many ways: the good relation be-
tween logics of the capital and the co — governance in enterprises, the important role of
the co — governance logic, the estabilishment of compensation committee, and the in-
terior restriction and monitor in senior management. Chapter 8 gives a research con-
clusion and the political framework of a mechanism for compensation motivationof sen-
ior managers in enterprises.

2. The main conclusions in this report

(1) Making a synthetical theory system is the basis of researches on the compen-
sation motivation. We should synthesize the positive results of every related subjects
and form a complete system of theories about compensation motivation.

(2) There are 2 key points to regulate the unreasonable incomes of senior manag-
ers in state owned enterprises, firstly we should solve the problem of motivation for cli-
ents of enterprises, secondly we should put forth effort to perfect the administrative
structure , break the monopoly gradually, and introduce a competitive mechanism.

(3) To set a compensation motivation mechanism, we need to implement a scien-
tific mechanism in the selections of senior managers.

(4) The potentials of senior managers can be exerted in the most suitable condi-
tions. These conditions conclude the compensation motivation mechanism, the con-
trolling power incentive, the reputation motivation, promotion incentive, and other fa-
vorable external conditions, especially the system construction.

(5) A accurate evaluation of actual performances is the precondition of regulation
in compensation motivation of senior managers. The real achievements of a senior
manager made for the enterprises should be exact by the method of rejecting environ-
mental performances and cooperative performances.

(6) Compensation motivation should accord with the real conditions of China.
The compensation motivation mechanism contains different motivations, such as short

—term incentives and long — term incentive. According to the conditions of an enter-
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prise, we should apply a fit motivation.

(7) The key point of supervision on compensation motivation of senior managers
is determined by the establishing a check — and — balance system of authorities of en-
terprises. In China, many enterprises have a unreasonable interior governance struc-
ture, a imperfect factor market, defective exterior laws and regulations ect. All these
problems cause the supervision, restrainments and operation of compensation motiva-
tion do not work effectively.

(8) The regulations for payments of senior managers in enterprises should clarify
the prohibitions, duties, freedom to avoid any unreasonable ways to get pays.

(9) The ownership should be connected with those contributed input factors
which are most difficult to evaluate in order to get a certain residual claimants, in this
way, the problems in compensation motivation may be solved effectively.

3. Some policy suggestions in this report

According to the real conditions of China, there are some policy suggestions for
the setup of compensation motivation mechanism

(1) In the process of establishing a modern enterprises system, we should value
and stand out the subject positions and functions of senor managers.

(2) We should think highly of satisfying the hygiene factors and inspiring the
high level needs. Paying attention to the hygiene mean we care about staffs’ low level
needs and try to meet these needs. Inspiring the senior manager means we should at-
tach importance to inspire and develop the high level needs, especially the spiritual
needs, it can arouse their initiative enduringly and fully, as well as a important way to
exploit the human resource potential.

(3) Because of its limitation, the efficiency of compensation motivation mecha-
nism needs the cooperation of reputation motivation, executive incentive and promotion
incentive. The correct use of compensation motivation do help the senior managers ex-
ert their potential and create business excellent for companies.

(4) We can establish a new type of interpersonal communication and good cul-
tural atmosphere of the organization. An enterprise can not get an expected effect
though the simple strict management. It needs hommization and flexibility in manage-
ment which can make staffs compete fairly and equally. Meanwhile we slso need to es-
tablish a perfect management system good for interpersonal communication, as well as

advocate the binary communicaiton between owners and executives. The work design
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of organizations should consider the willings and values of senior managers. In order
to make executives enjoy the happiness from working, we should try our best to create
a safe and relaxed working environment, a style and culture of a enterprise which focus
on the team friendship.

(5) For senior managers of enterprises, we can establish a incentive model
across the period which based on tasks. This model makes executives have a long —
term career expection. It is a task — oriented compensation motivatiom mechanism
baseing on history and industrial differences. It can overcome limitations of the moti-
vation which simply based on accounting or market performances.

(6) The government should actively promote the development and perfectionof
the capital market and labor market. Improving various factor markets can make the
enterprise fully use social resources in a wider range, have a reasonable allocation of
factor of production, so as to facilitate the efficiency of enterprise resource utilization.

(7) We should improve the measures of current salary management, the security
incomes and long — term incentive incomes are considered as a part in the scope of sal-
ary management, in order to establish a long — term motivaiton mechanism and make
executives’ incomes transparent and standardized.

(8) We can establish a scientific and accurate system of evaluation of perform-
ance and assessment. We also need to change the situation about the segmentation of
the people management, wage administration and assets management, in order to set
up an evaluation system and a monitoring system of employees. Though the normal
corporation system and modern information technology, we prevent and put an end to
inflation of the business performance.

(9) We strengthen the construction of social intermediary institutions, support
the development of head — hunting companies, HR consulting companies, payment de-
sign companies, and other professional headhunters. We also give a full play to the
professionality and impartiality of salary design and information service in these inter-
mediary organizations, it is good for the transition of government function and facilita-
tion of the talent market construction.

(10) It is necessary to establish and perfect the relevant laws and regulations as
quickly as possible. The government should give relevant laws and regulations about
tax, accounting system, equities incentives etc. in order to create favorable condition-

sthe for the establishments of effective incentive mechanism.
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4. There are 3 innovations in this research report

(1) Ideas innovation. This report gives evident innovations from the aspects of
research perspective, research contents and research methods. On the research per-
spective, we analyse the compensation motivation by the comparisons: the principal
and agent, the micro and macro, the state — owned and not state — owned, the motiva-
tion and restriction, the state of the motionlessness and developments . On the re-
search contents, we do not only study the compensation motivation of senior managers
in enterprises, but also integrate it with the factor markets, such as the client motiva-
tion, the institutional environment, the governance structure , the accurate assessment
of actual achievements, the executives selection mechanism, the product capital, the
restrain mechanism of compensation motivation. On research method, we select a ex-
ecutive according to his composite index, reject the exterior disturbs and ratchet
effects according to historical comparison and yardstick competition. , in this way , we
may evaluatie the actual achievement accurately. According to the numbers and orders
of executives in different positions, we draw up a standard post — ordering law named
“performances ratio” matrix and design the specific salary incentive mechanism and
compensation mode.

(2) Practice innovation. We will carry out the design of compensation motivation
mechanism and the salary mode on the analysis of the obstacle influencing the compen-
sation motivation. It do improve the pertinence of the research and the effectiveness of
practices.

(3) Theoretical innovation. With traditional theories, the analysis on compensa-
tion motivationis usually disconnected, and it will cause the research not systematic
and comprehensive. Baseing on the cooperation of theories of different subjects, the
report tries to form a complete theoretical system of compensation motivation mecha-

nism.

Key words: Enterprises Senior managers Compensation motivation

Residual claim

Abstract

(o3



£

il

Big/ 1
L1 BFEMAESHER /|
L2 WrREPHEREX / 4
1.2.1 BRSSHOME / 4
1.2.2 WIRWEX/ 5
1.3 W HREE / 6
1.4 WFEB&SHE, 7
1.4.1 BFFE®IE /7
1.4.2 WEHFH/ 7
L5 FERHRNERIE / 8
S EFH AR HE IR BTSN /9
2.1 ARBEMHRE/ 9
211 fEE/ 9
2.1.2 EEHEM /10
2.1.3 Wi BOEHLH S FEEDE /10
2.2 PR RLRA /13
2.2.1 KT “WE MOHEFENRM /14
2.2.2 XF “WE MAYIERA /15
2.2.3 &F “WE" WEE¥NMA /17

B% |



2.2.4 XF “WE MSEWFFERM /24
2.3 HEHMBERAIEE X SR AR 2 33
2.3.1 WA GAKAR /33
2.3.2 HEIRAE MBS RE /34
2.3.3 WARBELORENESR / 34
2.3.4 WFRIERKH / 34
2.4 [EWNSMIBFZEAR /35
2.4.1 L2 3 N E AE 25 FEACNE SR X Il 55 8 355 T 84l ) At
MIRsE /36
2.4.2 HHE LMY HEFEEFFRFEETOLABETEE
i IR /40
2.4.3 WHREEREBORMIEZ /41
2.5 LR/ 44
2.5.1 B H S 0 s DT B 2 T Al B A s B i Y
HE/ 44
2.5.2 ENAVIAESHER RSN, KRR R
[ A 2 5 3 A b e A B AR BIL A ) O B/ 44
2.5.3  LRIUEGE BA Al s H R LR Y TR E SR A ) B S R
i ll e B BB R L A A R B2 /45
2.5.4 HMXEEXFRGRG&SEHMBBILE A SRIENER
%Mt/ 45
3 fUFHEFMAMOIREFENEE / 46
3.1 pEMERE SRR ST /46
3.2 Aol e S On B SO RSB I /S0
3.2.1 HORZmsCEdER /50
3.2.2 EWZMSCERRE /53

2 | LUBEFHRE BT



5

3.3 flkiEH MBI TER IR/ 54
3.3.1 PO EAFEN EE M /54
3.3.2 EMRBAFAER EERE / 60
& T H G BB EREREMEER / 62
41 ol H R IR AR /62
411 BT ESEE BIRERINESR /62
4.1.2 BAfERAME R BB /63
4.1.3 pUFHESRHENRNAERE/ 64
4.1.4 R RBRESER /64
4.2 flRE SRR /67
4.2.1 WERESVEEREIE, el RE EXEEN
ER 7 67
4.2.2 B EEBUIR S /67
4.2.3 WENNVARBARBRKRERA EEH G/ 68
4.2.4  BREMEAEEHHMBA NS T RET LS /68
4.3 foleraEHMBhrRREE . 69
4.3.1 EWIRBEHE X HMO R0 /69
4.3.2 A IREEDE A HE R /70
4.3.3  felr H B EEXHMO L /71
4.3.4 FEADNEEHMI LN 2 74
el S EHB MR R NEERESH /75
5.1 Akl B R BLEIEE s RO 4T /75
5.2 Ak HrMER LA ST BB BT /76
5.3 Al MmO d LS A BAE . 77
5.3.1 ZHTLHMEH G GBURERG / 77

B% |



5.3.2 flEERTEE /. 79
6 tUEFEHFHMBRMIEEIET / 2
6.1 ik FHisapLsINEL /82
6.1.1 fbEEFMBEILHKES / 82
6. 1.2 flkEEHMBILH O EEYE /83
6. 1.3 fll m i H U L 0 R A RFAE /83
6.2 Ak MBI BLI R R /84
6.2.1 FlE¥EGHRETFRK/ 84
6.2.2 b E B EARKIRE /85
6.2.3 b E LS HER AL /85
6.3 ol s HrmismpLsIR R AR /93
6.3.1 it / 93
6.3.2 b E BB LS B SRR /95
6.3.3 b EEFE LSBT EARF /95
6.4 ol HMEE LRI I RINZE /98
6.4.1 Wh¥Eik/ 98
6.4.2 &K/ 98
6.4.3 ML/ 98
6.4.4 R /99
6.4.5 HHEIZAf 7 99
6.5 Al e L ALERE /1 109
6.5.1 A[EBEIT XK HLE / 109
6.5.2 AFBIEITR LR / 110
6.6 Ak E BB LRI AR 2 111
6.6. 1 Al EH MBI AT /111
6.6.2 Al mEFHBUR A R /111

4 | LUBEHBRDIEFHS



6.7 fvlk@EFHMEERRR /112
6.7. 1 FrHRH B Sk A A BRSO BB /112
6.7.2 H—alid BE A FRTE , AF Tl S B E S R
LHERY 7/ 113
6.7.3 M%) / 114
6.7.4 XEEBIERISEEK / 114
7 UEEFHMHEBIEETSESE / 1S
7.1 fnlEEE LR SiEtT R XA /115
7.2 folvEriah BLIR SEHERL ) . SEhERE I RERRRRE £ 115
7.2.1 S EHFBME LS A EHER S 2 115
7.2.2 lEEHMEEILE R LERE S /116
7.2.3 AR EHMBE LA SO R 2 116
7.3 Aol EmmmE LRI E R . 117
7.4 RRERID TG R K o B m pL IR B A /118
7.4.1 BESATZEMAZEXR / 118
7.4.2 Al BN F W R AL X B TREAR AR A 2 119
7.5 Al sE FHMEEALELIER /120
7.5.1 PEMJEN /0 120
7.5.2 WMAEE/ 121
7.5.3  EEFHMBENLE B AE /121
7.6 Al E BB I 2 122
7.6.1 hsREBREEAE, EierEg ke /122
7.6.2 HMERLSHME/ 122
7.6.3  ENLANAERM S AR, EHERIERA 7 123
7.6.4  EA A E NI A RILE /124

BR ! 5



