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Abstract 
With the development and continuous improvement of our economic system, at this 
stage, small and medium-sized enterprises have become one of the most active and 
potential new economic growth points, playing a decisive role in the socialist market 
economy. Talent has become a key factor for enterprises to establish competitive 
advantages and grasp development opportunities. In the process of enterprise 
development, human resource management has been recognized as the most important 
influencing factor of enterprise development. In the whole human resource management, 
salary is undoubtedly the most concerned issue of employees, and an effective salary 
incentive mechanism is the necessity of enterprise development. However, modern 
small and medium-sized enterprises do not have a comprehensive understanding of 
salary incentives and lack of strength and methods in implementation, which leads to 
low enthusiasm of employees and has a serious impact on the sustainable development 
of enterprises. This paper analyzes the salary incentive mechanism of small and 
medium-sized enterprises from four aspects in order to enhance the enthusiasm of 
employees and promote the long-term and sustainable development of small and 
medium-sized enterprises. 
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1. Introduction 

With the development and continuous improvement of our economic system, at this stage, 
small and medium-sized enterprises have become one of the most active and potential new 
economic growth points, playing a decisive role in the socialist market economy[1-2]. How to 
establish a scientific and reasonable compensation incentive mechanism for small and medium-
sized enterprises under the new situation, give full play to the best incentive effect of 
compensation, improve the enthusiasm of employees, and realize the sustainable development 
of enterprises is the primary problem faced by human resource management in small and 
medium-sized enterprises at this stage. Due to the imperfection of their own management 
system, the competitiveness of small and medium-sized enterprises has declined in the fierce 
market competition. Facing the rapid development of socialist market economy, talent training 
is the key to its development. In the process of talent training, paying attention to the rationality 
of salary distribution will bring the greatest development space to enterprises[3-4]. 
Combined with the problems existing in the salary distribution management of small and 
medium-sized enterprises at this stage, the author analyzes the optimization strategy of the 
salary incentive system. As an important part of the incentive mechanism, the quality of the 
salary system often plays a more direct and profound role in the competitiveness of small and 
medium-sized enterprises. There is no doubt that in today's increasingly fierce competition for 
talents, how to use salary to achieve the best incentive effect, so as to effectively attract, 
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establish, develop and retain a high-quality and competitive staff, is a topic that small and 
medium-sized enterprises need to seriously consider[5]. 

2. Characteristics of Salary Design in Small and Medium-sized Enterprises 

For enterprises of any size, choosing to design appropriate compensation and welfare policies 
is a challenge. Especially for small and medium-sized enterprises, the challenge is the most 
difficult or risky. The lower level of remuneration weakens their ability to attract talents, while 
the higher level of remuneration will make investors change their investment direction. How 
to solve it? This requires enterprises to view their limitations objectively, but do not ignore the 
advantages of small-scale enterprises, and take a pragmatic attitude towards the limitations. 
First of all, small and medium-sized enterprises lack the concept of overall planning in the 
process of salary distribution, which will lead to imperfect enterprise salary system and low 
executive power. The salary and reward of employees are not based on the ability and work 
contribution of employees, but mainly on positions. The lack of flexibility in the non payment 
and management of wages, the untimely issuance of employee performance and other factors 
have led to the low enthusiasm of enterprise employees. The problems of loose working 
attitude and high turnover rate caused by the salary system have not been properly solved[6]. 
Obviously, small-scale enterprises or enterprises that have just turned losses into profits 
cannot match their competitors who have already formed a large scale in terms of 
compensation mechanism. But at the same time, for small and medium-sized enterprises, they 
also have their own advantages. First, there is no complex and lengthy compensation system, 
which enables enterprises to determine their compensation and welfare according to 
individual needs, with obvious creativity and flexibility. Secondly, the executive power of the 
salary scheme is low. In the process of development, the enterprise lacks the spirit of keeping 
pace with the times, and the managers are backward, resulting in the rigid salary management 
system, which can not adapt to the changes of the economic environment. The position of 
human resources in the enterprise is weak, and the top managers even think that the human 
resources of the enterprise are dispensable, which leads to the confusion of the management of 
the basic things of the enterprise. When the enterprise is in different development periods, it is 
still difficult to change its deep-rooted salary payment system. The same salary management 
system has been adopted for many years, and there are many irrationalities that cause 
employee dissatisfaction, which has a negative significance for the development of small and 
medium-sized enterprises[7-8]. 
Finally, from the perspective of comprehensiveness and system theory, the cost of designing, 
perfecting, managing and terminating the compensation and welfare mechanism is expensive, 
and the cost of an incorrect or misoperated compensation plan will naturally rise. Small and 
medium-sized enterprises have the characteristics of flexible operation, diverse forms and 
weak competitiveness, which makes its salary system have the following characteristics: the 
operability of employee participation in the salary design of small and medium-sized 
enterprises is relatively high. Contingency theory believes that employees' requirements for 
compensation vary from person to person, that is, some people prefer external compensation 
(money, etc.), others prefer internal compensation (sense of achievement, etc.), and some 
people both pursue external compensation and pay attention to internal compensation. 
Therefore, the traditional unified compensation model for all employees will not produce a 
strong incentive effect. We should encourage employees to pay attention to the process, treat 
every step of the work seriously, and directly examine the results of the work and the value it 
creates. We should take the results of the evaluation as the basis of salary incentives and act 
according to the rules. Only in this way can we achieve the objective and fair performance 
evaluation and the payment of salary incentives in place. The enterprise can provide and list a 
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set of "compensation packages" with equal cost for employees to choose, so that employees 
have the maximum choice opportunity on the premise of meeting their needs and personal 
preferences[9]. 
In turn, the company's business objectives will be more clear, and the production and operation 
process of employees will be better standardized. 

2.1. Problems in Traditional Cost Management 
Limitations: the traditional cost management only starts from the perspective of the company, 
and often uses the historical data of the company as a reference to prepare the budget 
objectives for the next year. The limitations are obvious, and there is a lack of horizontal and 
vertical benchmarking between companies of the same level. If the cost in the historical data is 
high, the budget target for the next year is also high, and the real purpose of cost control cannot 
be achieved. 
Lack of public service, the traditional cost management is the internal control of the company. 
If the cost budget target is significantly different from that of the same period, it is often difficult 
to accept and implement. The full cost evaluation will carry out horizontal and vertical 
benchmarking on the areas of the same gear, refine the specific costs in the four professional 
lines, step out of the original fixed thinking, and stand at a new height and angle. Through 
mutual experience and comparison, the cost control will break through the area to a greater 
extent[10]. 
Scientifically formulate the income structure to ensure the smooth implementation of the salary 
incentive mechanism. To establish an effective salary incentive mechanism, managers of small 
and medium-sized enterprises need to reasonably divide the income structure of employees 
when formulating employee income policies. Because the managers of small and medium-sized 
enterprises are mostly private enterprises or private enterprises, the management system is 
not perfect, and the phenomenon of "rule by man" is prominent, so the institutionalized salary 
incentive mechanism is the key to solve this problem. In terms of salary incentive mechanism, 
it can be divided into two major aspects: one is physical currency incentive. In addition to the 
basic salary, physical monetary incentives include performance appraisal, bonuses, part of the 
company's equity, dividends, etc. These are the important components of the salary incentive 
mechanism. According to a certain evaluation system and rules and regulations, the reasonable 
division of employees' income, classification, assessment and distribution are important means 
to implement salary incentives. Various forms of money distribution mechanism are conducive 
to giving full play to the enthusiasm and creativity of employees and meeting their needs at 
different levels. The second is the virtual incentive mechanism, such as reputation, future, 
power, training, etc. That is, through spiritual rewards, to ensure that employees' spiritual 
needs are met. This is conducive to making employees more identify with the enterprise. The 
development problems of small and medium-sized enterprises have led to a serious lack of 
senior talents. In terms of salary management, human resource managers lack the concept of 
overall planning and professionalism. They cannot master modern salary management 
methods, which will inevitably lead to the confusion of the salary system and dissatisfaction. In 
view of this problem, small and medium-sized enterprises should learn from the experience of 
large enterprises and adjust the salary management system in combination with their own 
characteristics. Abandon the family management system and implement the training of leaders 
of small and medium-sized enterprises in China to make them realize the significance of 
management and the importance of salary rationality for enterprise development. Establish a 
reasonable employee promotion system and give all employees fair promotion space. Of course, 
this mainly lies in the change of enterprise leaders' own ideas. Small and medium-sized 
enterprises should pay attention to market changes and other negative cases, so as to find the 
important impact of the rationality of salary management on their development. Based on the 
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development of market economy, enterprises should constantly adjust their salary payment 
system. For example, the needs of employees many years ago must be different from those of 
current employees. Enterprise managers should be committed to meeting the needs of 
employees in order to stimulate their enthusiasm. In the adjustment of salary range, we should 
comprehensively consider price, house price and other factors, and appropriately increase the 
salary reward range based on the development prospect of the enterprise, so as to avoid 
adverse effects. We should have a necessary understanding of employees, proceed from the 
needs of employees, strictly avoid the one size fits all phenomenon of previous managers, and 
give more opportunities to grass-roots employees. 

3. Research on the Optimization of Salary Incentive Mechanism in Small 
and Medium-sized Enterprises 

This paper analyzes the problems and reasons of salary incentive in small and medium-sized 
enterprises. We should first start with the role of salary incentive system. On the premise of 
ensuring the perfection of the system, we must ensure that there is no vacancy, and gradually 
realize the management principle of Maslow's hierarchy of needs theory from meeting the 
minimum needs of employees. To play its role, we should also pay attention to its pertinence, 
and design different salary incentive schemes according to the needs of employees, so as to 
ensure the satisfaction of employees and stimulate their fighting spirit. To give full play to the 
role of the salary incentive system, we should also start from the development of the enterprise, 
and have predictability for the short-term and long-term development of the enterprise, so as 
to determine the needs of talents. Of course, we cannot ignore the role of any talent. Employees 
who violate the rules should be punished as appropriate, so as to improve the execution of the 
salary incentive mechanism. To motivate employees, we should take a variety of ways to 
combine, not blindly reward an employee, especially the unreasonable reward that is too 
obvious. For knowledge-based talents in enterprises, we should always pay attention to their 
job feelings, give them management and technical ability training, and make them have room 
for improvement. To solve the old problem that it is difficult for small and medium-sized 
enterprises to retain people, we must meet the needs of employees to the greatest extent, 
especially professionals, and ensure their development space and salary system. Small and 
medium-sized enterprises face some difficulties, but we should not spare rewards for senior 
talents who can bring benefits to the company, and we should ensure that their key position is 
reflected. The salary system of small and medium-sized enterprises is shown in Figure 1. 
 

 
Figure 1. Salary system of small and medium-sized enterprises 
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Reasonably choose the way of remuneration. Enterprises can choose from time based 
compensation, piece based compensation and performance based compensation. The incentive 
effect of pay on time is only reflected in a very short period of time before and after the salary 
adjustment, and the incentive cycle is difficult to last, which is the most lack of incentive effect; 
The incentive effect of piecework compensation on employees is very obvious, but its scope of 
use is limited, and it is generally only applied in production positions. For most positions of non 
production personnel, piecework compensation is basically not applicable; The way of 
performance compensation needs to set specific work goals in advance, and evaluate it 
according to the actual work performance after the work is completed. Therefore, for general 
staff engaged in simple transactional work, time based compensation should be adopted; Piece 
rate salary should be adopted for front-line production personnel; For most personnel who 
undertake certain management responsibilities, performance based compensation should be 
adopted. A reasonable choice of compensation method is not only conducive to motivating 
employees to a certain extent, but also conducive to reducing the horizontal and vertical 
comparison between salaries. Under the limited salary system, how can small and medium-
sized enterprises further become economic entities and interest subjects that operate 
independently, assume sole responsibility for their own profits and losses, self-development 
and self-discipline, and how to maximize the incentive efficiency of the salary system, so that it 
has the best incentive effect and is conducive to the stability of the workforce. Therefore, based 
on the characteristics of human resource management of small and medium-sized enterprises, 
under the condition of the same total salary, we will improve the salary system of small and 
medium-sized enterprises by adjusting the internal structure of the salary system and 
reasonably selecting the payment method, so as to maximize the enthusiasm of employees. The 
welfare system includes subsidies for employees' living and housing problems, including 
material and salary subsidies. Among them, salary subsidies are easier to be recognized by 
employees. A good welfare system is the key to ensure that employees stay in the enterprise for 
a long time. However, many small and medium-sized enterprises always have narrow-minded 
development thinking that takes interests as the main goal, and ignore the embodiment of 
employees' subjective initiative in management. Even some enterprises lack the understanding 
of labor law, and cannot summarize the imperfect welfare system in the salary system of small 
and medium-sized enterprises on the premise of legal requirements in solving relevant 
problems. The main reason is the insufficient supervision of enterprises by the state and 
relevant departments. Enterprise managers have shallow ideology and lack of reasonable 
institutional guarantee. This has led to the weakening of the role of the welfare system and even 
brought a lot of dissatisfaction. 

4. Conclusion 

To sum up, with the improvement of the macroeconomic environment, small and medium-sized 
enterprises are facing huge development opportunities. At the same time, with the 
improvement of China's economic openness, small and medium-sized enterprises are also 
facing fierce competition. Talent has become a key factor for enterprises to establish 
competitive advantages and grasp development opportunities. In the process of enterprise 
development, human resource management has been recognized as the most important 
influencing factor of enterprise development. In the whole human resource management, 
salary is undoubtedly the most concerned issue of employees, and an effective salary incentive 
mechanism is the necessity of enterprise development. However, modern small and medium-
sized enterprises do not have a comprehensive understanding of salary incentives and lack of 
strength and methods in implementation, which leads to low enthusiasm of employees and has 
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a serious impact on the sustainable development of enterprises. In order to improve this 
situation, starting from the development of small and medium-sized enterprises, the author 
carefully analyzes the problems and causes in the salary incentive mechanism of small and 
medium-sized enterprises, and takes various measures to improve the original salary incentive 
mechanism and realize the optimization of salary incentive. If small and medium-sized 
enterprises want to win the first opportunity in the fierce market environment, they need to 
pay attention to the strength of talents, retain talents by formulating a scientific and reasonable 
salary incentive system, and timely solve the problem of employees' salary and treatment, so 
as to enhance the enthusiasm of employees and promote the long-term and sustainable 
development of small and medium-sized enterprises. 
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