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Abstract. The purpose of this study is to analyze typical practices of salary re-

form in state-owned enterprises. The conclusion of this study is that salary re-

form needs to adhere to the principles of strategic orientation, relative fairness, 

effective incentives, external competition, economy, and legitimacy. State 

owned enterprises design salary systems based on job value, strengthen linkage 

with departmental and individual assessment results, focus on market competi-

tiveness of salary levels, and create a favorable atmosphere for promoting re-

forms. 
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1 Introduction 

The reform of the salary distribution system in state-owned enterprises is an important 

starting point for the reform of state-owned enterprises, especially the reform of the 

three systems, and it is related to the healthy development of state-owned enterprises 

and the vital interests of employees. Under the guidance of the concept of shared de-

velopment and common prosperity, state-owned enterprises continue to improve the 

basic wage system based on post salary, with relatively complete incentive poli-

cies[1]. The purpose of this study is to analyze the practical experience of salary re-

form in typical state-owned enterprises, summarize regular practices, and provide 

reference for state-owned enterprises to implement salary reform. 

2 Principles and methods of salary system reform in state-

owned enterprises 

2.1 Principles of salary system reform 

The principle of strategic orientation: The design of the compensation system should 

be organically integrated with the enterprise development strategy, so that compensa-

tion management can play an important role in achieving the enterprise development 

strategy[2]. 
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The principle of relative fairness: Fairness should be reflected in the process of sal-
ary design and distribution.  Absolute fairness is difficult to achieve, and companies
should pursue relative fairness in distribution.

The principle of effective incentives: Enterprises should choose the compensation
structure and payment method that can best play an incentive role, and balance the use
of positive and negative incentives.

The principle of external competition: The design of compensation needs to con-
sider the compensation levels of regions, industries, and competitors, and combine
with the company's market position, human resource reserves, and profitability to
comprehensively determine the compensation level[3].

The principle of economics: The design of compensation needs to fully consider
the characteristics of the enterprise's own development and its ability to pay, balance
short- and long-term development, and control labor costs within a reasonable range.

The principle of legality: compliance with national laws, regulations, and policies
is the most basic requirement for salary design[4].

2.2 Steps of the reform of the compensation system

Step 1: Analyze and diagnose the current compensation system. Analyze the internal
fairness and external competitiveness of the current compensation system, and clarify
the ideas and directions for optimizing the compensation system.

Step 2: Determine the company's compensation strategy. Conduct a salary market
survey and choose from among the three strategies of leading, coordinating, and fol-
lowing in the salary market based on factors such as the company's development
strategy, competitive situation, and talent supply.

Step 3: Formulate a compensation design plan. In conjunction with senior man-
agement, confirm the revised pay philosophy and compensation strategy, and design
an optimization plan for the compensation system.

Step 4: Conduct cost estimation. Conduct a salary cost estimate based on the opti-
mized salary system to verify the feasibility of the salary system.

Step 5: Designing a compensation transition plan. Based on the current pay status
and the differences in the post-reform compensation system, design a compensation
transition plan for different types, positions, and situations to reduce the resistance to
implementing the compensation reform.

2.3 Method of salary system design

Most large modern state-owned enterprises with relatively complete human resource
management foundations adopt a 3P compensation system for compensation plan
design. The 3P refers to the comprehensive influence of position factors (position),
personal factors (person), and performance factors (performance) when designing
compensation[5].

Paying according to job factors means determining the value contribution of a job
to the enterprise through job value assessment, and then deciding the salary level of
the job. Jobs with high job value have high salary levels and pay levels, and jobs at
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the same level have the same salary level. Paying according to the job is easier to
achieve internal equity in compensation, and has the advantages of being easy to op-
erate and easy to control labor costs.

Paying according to personal factors means that on top of paying according to the
position, further consider the impact of the individual factors (such as education, qual-
ifications, abilities, etc.) of the incumbent on the level of compensation. For employ-
ees in the same salary bracket, differences in personal factors determine their salary
level.  Employees with strong personal competencies are assigned higher salary
grades.

Paying according to performance factors means establishing a close connection be-
tween employee compensation and business performance, departmental performance,
and individual employee performance, maximizing the incentive effect of compensa-
tion on performance. Employees in the same salary bracket with better performance
will ultimately receive higher compensation levels. At the same time, performance
also determines the rise and fall of future salary brackets.

The 3P compensation system effectively links positions, abilities, and performance,
taking into account both the value contribution of the position and the impact of em-
ployee abilities on compensation, which is beneficial for enterprises to improve or-
ganizational capabilities and enhance their competitiveness. At the same time, it con-
siders the impact of performance on employee compensation, which is beneficial for
achieving business goals.

3 Salary Analysis of Typical Enterprises

3.1 Establish a salary system based on job value

Salary management based on job value is the mainstream of modern large-scale en-
terprise salary system reform. It is necessary to first establish a sound job system,
clarify job sequence and job hierarchy, and based on this, scientifically carry out job
value evaluation according to factors such as job difficulty and complexity. At the
same time, the concept of broadband compensation is introduced, the salary range is
reasonably designed, and the corresponding relationship between salary levels, salary
levels, and job levels is established to achieve the scientific and standardized salary
system.

On the basis of job sorting and job analysis, the headquarters of China National
Nuclear Corporation (CNNC) conducts a fair and objective value evaluation of posi-
tions based on job responsibilities, and divides different job levels based on the evalu-
ation results, which serves as the basis for designing job coefficients. Based on the job
value evaluation results and combined with the actual situation of the headquarters of
the group company, design targeted salary strategies and salary structures, and devel-
op salary levels and salary scales for each position, clarify the corresponding relation-
ship between job levels and salary levels, and establish a salary system[6].
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3.2 Strengthen the linkage between departmental assessment and
individual assessment results

The development direction of the reform of salary distribution in state-owned enter-
prises is to be market-oriented and take into account both efficiency and fairness.  The
key is to use performance evaluation as a starting point to achieve the principle of
"the able earn more, the more they work, the more they earn". Therefore, it is neces-
sary to strengthen the dual link between salary levels and departmental performance
evaluation and individual performance evaluation results.  The results of departmental
performance evaluation determine the total amount of performance-related salary for
the department, and appropriately open the income gap between different depart-
ments. Within the department, secondary distribution of performance bonuses is car-
ried out based on individual performance evaluation results.

The performance salary of Sinopec headquarters accounts for about 50%, which is
distributed twice. The pre-cash payment is made at the end of December, and the
remaining performance salary is distributed at the end of April of the following year.
The performance salary is packaged and distributed to departments, and 30% of the
departmental performance bonus package is used as an adjustable part. The perfor-
mance bonus distribution of China Unicom headquarters is strongly related to de-
partmental performance results, and weakly related to employee performance results.
It is uniformly packaged by the organization and personnel department to depart-
ments, and departments have 100% distribution rights. The performance salary of
China Construction Group headquarters accounts for about 50%, which consists of
two parts: quarterly award and year-end award. Departmental performance is divided
into three levels according to the performance. The performance bonus is distributed
to departments in the form of a "bonus package", and departments have complete
autonomy and no cap on the secondary distribution.  The bonus amount for some
departmental old employees may be zero[7].

3.3 Pay attention to the market competitiveness of salary level

The competition of modern enterprises is the competition of talents, and the competi-
tion of talents often depends on the level of salary. It is necessary to benchmark the
salary levels of enterprises in the same industry and the same type, ensure that the
salary levels of core backbone employees are competitive in the market, and attract
and retain outstanding talents.

Based on the post setting, China Baowu Iron and Steel determines the salary prin-
ciples by levels and priorities according to the different roles and contributions of
various personnel to the company's operation and development. It has formed a salary
incentive mechanism of "concentrating the core, stabilizing the backbone, and moti-
vating all". The core layer is implemented with leading salary levels, and the employ-
ee salary levels are higher than the market price to maintain strong attractiveness. The
backbone layer is implemented with matching salary levels, and the employee salary
levels are not lower than the market price to maintain strong stability. The ordinary
layer employees are implemented with floating salary levels, and the salary levels
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fluctuate around the market price according to performance and market supply condi-
tions, which can maintain a certain degree of liquidity[8].

China Electronics Technology Group Corporation follows the competitive princi-
ple of salary management, establishes a "five benchmarking" salary level verification
mechanismt. The "five benchmarking" refers to benchmarking the salary level against
the industry, the central enterprise, the regional social average wage level, the region-
al industry salary level, and the internal salary level of the system. Combined with the
development trend of the electronic information industry, according to the relatively
unified position sequence of the group company, the salary levels of core positions
above Level 5 and important positions above Level 6 are taken as key indicators to
measure the external competitiveness of member units' salaries.  They are bench-
marked against similar positions in domestic and foreign benchmarking enterprises,
providing important basis for the scientific management and effective regulation of
the group company's total wages[9].

3.4 Create a good atmosphere for salary reform

A good reform atmosphere is the key to ensuring the adjustment of the salary system
of state-owned enterprises. On the one hand, it is necessary to obtain the recognition
and support of the leaders of the group company, coordinate resources, and pool wis-
dom and efforts to form the optimal plan. On the other hand, it is also necessary to
actively seek the cooperation and understanding of cadres and employees in various
departments to reduce potential resistance that may be faced in salary reform.

Before promoting the headquarters salary reform, CNNC first established a salary
committee led by the group company's leaders. The organization of salary reform
training was organized by the HR department, which introduced in detail to the head-
quarters departments the purpose and principles of implementing broadband salary,
the ideas and methods of salary design, salary plans, job evaluation methods, imple-
mentation procedures of salary design, and considerations to ensure smooth commu-
nication channels with various departments. Conduct comprehensive interviews with
relevant departments and units of the headquarters, and analyze and study the head-
quarters management system, organizational procedures, development strategies,
plans, existing salary plans, and data. Through comprehensive interviews and on-site
research, internal and external information review, in-depth analysis of the current
situation and main problems of the group headquarters' salary system, especially the
core problems existing in salary management. Clarify the current situation, problems,
and improvement directions of the headquarters' salary system design[10].

4 Conclusions

Under the overall framework of the reform of the national distribution system, state-
owned enterprises have established a wage distribution system that is compatible with
the modern state-owned enterprise system with Chinese characteristics. By summariz-
ing the practical experience of salary management in typical state-owned enterprises,
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the following enlightenment is obtained: establishing a salary system based on job
value, strengthening the linkage with departmental assessment and individual assess-
ment results, paying attention to the market competitiveness of salary levels, and cre-
ating a good atmosphere for reform. There is no standard answer for the design of the
salary distribution system.  It should be evaluated based on the need to adapt to the
development of the times and the needs of enterprise reform and development.  It
should be continuously and dynamically innovated and optimized based on the needs
of state-owned enterprise reform and the company's strategic development.
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Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.
        The images or other third party material in this chapter are included in the chapter's
Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.
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