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This report thoroughly investigates the impact of employee welfare and compensation levels at China Securities Co., Ltd. on employee productivity. By analyzing the relationship between the current compensation and benefits and productivity, the report highlights existing shortcomings, including a lack of appeal to senior talent and misalignment with corporate strategic objectives. These issues have led to a decrease in employee motivation and productivity, adversely affecting talent attraction, retention, and the overall effectiveness of the organization. The report underscores the importance of enhancing compensation and benefits levels, emphasizing its critical role in boosting employee engagement, increasing productivity, maintaining competitive talent, and achieving the company's long-term strategic goals. It recommends that China Securities Co., Ltd. should implement a series of measures to improve its compensation and benefits levels, including increasing existing benefits and bonus levels by a certain coefficient, enhancing the flexibility and transparency of the compensation structure, and expanding non-monetary benefits. In proposing these recommendations, the report considers the company's resource constraints, current needs, and challenges faced, suggesting feasible improvement measures within the existing resource framework. The report also clearly identifies potential risks and costs associated with these recommendations, including the risk of performance metrics imbalance, implementation costs, and changes in employee attitudes and morale.
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[bookmark: _Toc152277271]I. Introduction
The dynamic evolution of the securities industry, driven by technological advances, globalization, and regulatory changes, necessitates a more nuanced understanding of human capital management. In today's highly competitive business environment, strategic management of human resources becomes a cornerstone for organizational success (Pombo & Gomes, 2022; Tetik & Zaim, 2021). This report is based on the hypothesis that robust compensation and welfare incentives are crucial for enhancing employee productivity and, subsequently, improving organizational performance. The pivotal role of compensation and welfare incentives in shaping employee behavior and performance is well-documented in literature. Nugrahani et al. highlight the direct correlation between compensation and welfare with the quality of employee output (Nugrahani et al., 2023). Moreover, the complexity of employee compensation and benefits, including fixed salaries and various incentive benefits, is noted (Abdillah et al., 2023). The research of Mimortinnilawati et al. confirms the significant positive impact of compensation and benefits on employee performance (Mimortinnilawati et al., 2023).
The study adopts a comprehensive approach, analyzing the company’s compensation and benefits and their impact on productivity. It utilizes data from the Wind platform, alongside regression analysis to quantify the relationship between compensation incentives and employee productivity (Jiang et al., 2022; Yiasemidou et al., 2017). The aim is to provide an in-depth understanding of the impact of China Securities Co., Ltd.'s compensation and benefits on employee productivity, seeking to offer valuable insights for the broader discussion of strategic management of human resources in the competitive business environment.

[bookmark: _Toc152277272]II. Organizational Profile
China Securities Co., Ltd. is a significant player in China's securities industry. As a prominent entity in the financial sector, it boasts an extensive organizational scale, including a diverse workforce spread across China. The workforce is characterized by diversity, encompassing various age groups, skills, and professional backgrounds, reflecting the multifaceted nature of the securities sector (Yang & Chen, 2023).
In terms of Human Resource Management (HRM), China Securities Co., Ltd. operates with a structured and strategic approach. The human resources function within the organization is not confined to a single role or individual but is managed by a dedicated HR team. Similar to other large corporations, the HR team is responsible for comprehensive human resource management, including recruitment, training, performance management, and compensation incentives (Chang, 2023). The HRM function holds a strategic position within the organizational hierarchy, ensuring that human capital management aligns with broader business goals and corporate strategy. Importantly, the HRM function has representation at the board level, signifying its critical role and the organizational emphasis on human capital. This structure indicates the organization’s commitment to positioning human resources as a key component of its overall success and competitiveness in the dynamic securities market.

[bookmark: _Toc152277273]III. Main Discussion
[bookmark: _Toc152277274]3.1 Priority Improvement Areas
A primary area for improvement in China Securities Co., Ltd. is the effectiveness of its compensation and benefits incentives. Despite the company's comprehensive approach to employee remuneration and benefits, there is a need to refine these strategies to better align with the rapidly evolving securities industry and the growing diversity of workforce needs. Due to confidentiality agreements, specific details of employees' salaries and benefits cannot be disclosed in this report (as this would lead to a breach of confidentiality terms), but the basic structure of compensation and benefits is permissible for disclosure. For China Securities, the compensation structure is comprehensive, encompassing various components:
Salary: The fixed component of an employee's compensation, typically determined by the role, experience, and market benchmarks.
Bonus: A variable component, often linked to individual, team, or organizational performance.
Allowances and Subsidies: Additional payments made to employees for specific purposes, such as housing or transportation.
Employee Welfare Expenses: Costs associated with providing benefits to employees, such as health and wellness programs.
Social Insurance Fee: Contributions made by the employer towards social insurance schemes.
Medical Insurance Fee: Premiums paid for medical insurance coverage for employees.
Work Injury Insurance Fee: Insurance coverage for work-related injuries.
Maternity Insurance Fee: Coverage for maternity-related expenses.
Housing Provident Fund: Contributions made towards housing funds for employees.
Union Funds and Employee Education Expenses: Funds allocated for union activities and employee training and development.
Post-employment Benefit Provision Plans: Benefits provided to employees post-retirement or upon leaving the company.
Basic Pension Insurance Fee: Contributions towards the pension fund.
Unemployment Insurance Fee: Insurance coverage for periods of unemployment.
Corporate Annuity: A retirement benefit provided by the company to its employees(Pocztowski et al., 2020).
By offering a comprehensive package, the company not only ensures competitive remuneration but also addresses various needs of its employees, from healthcare to retirement planning(Aggarwal et al., 2023; Amstad, 2020).
Based on the publicly disclosed financial data of the company, a regression model can be used to determine the specific correlation between salary, benefits, and employee productivity. The model is as follows:

is the intercept.
 represents the change in employee productivity for a unit change in employee compensation costs.
 is the error term capturing the unobserved factors.
The rationale behind this model is grounded in the hypothesis that compensation incentives, when structured effectively, can lead to enhanced employee productivity. By quantifying this relationship, organizations can make informed decisions regarding their compensation strategies(Yiasemidou et al., 2017). The results of the model are shown in Table 3-1。
Table 3-1  Linear regression analysis results
	-
	Non-normalized coefficients
	Normalization factor
	t
	p
	Collinear diagnostics

	-
	B
	Standard error
	Beta
	
	
	VIF
	Tolerance

	constant
	-34.989
	16.061
	-
	-2.178
	0.052
	-
	-

	Salary per capita
	3.929
	0.335
	0.962
	11.733
	0.000**
	1
	1

	R 2
	0.926

	Adjust R 2
	0.919

	F
	F (1,11)=137.665,p=0.000

	D-W
	2.063

	Dependent variable：Productivity per capita

	* p<0.05 ** p<0.01



The adjusted R2 value of 0.919 suggests that approximately 91.9% of the variance in employee productivity can be explained by the model, indicating a strong fit. the F-statistic value of 137.665 with a p-value of 0.000 indicates that the regression model is statistically significant. the D-W value of 2.063 suggests that there is no autocorrelation in the residuals, which is a desirable property for a regression model. the coefficient for employee compensation is 3.929 with a standard error of 0.335. This suggests that for every unit increase in employee compensation, there is an associated increase of approximately 3.929 units in employee productivity. The t-statistic of 11.733 with a p-value of 0.000 indicates that this relationship is statistically significant at the 1% level.
The results indicate a strong positive correlation between the amount of employee compensation and benefits and productivity. Significant coefficients suggest that as compensation and benefits increase, so does employee productivity. This finding aligns with broader literature, which posits that benefits incentives can enhance employee performance (Horowitz et al., 2019). A higher R2 value further highlights the robustness of this relationship in the context of China Securities Co., Ltd. The Durbin-Watson statistic ensures the model's validity by confirming the absence of autocorrelation.

[bookmark: _Toc152277275]3.2 Necessity for Improvement and Current Shortcomings
The urgency to strengthen compensation and benefits incentives stems from several identified deficiencies in the current system. Initially, as seen in the annex, the average amount of employee compensation and benefits, disclosed in the company's financial data, has shown a steady increase from 2017 to 2021 (Wind, 2023). However, post-2021, there was a decline, with the average amount of compensation and benefits for the full year 2022 dropping from 69.71 million yuan to 59.39 million yuan, a reduction of about 14.8%. This equates to a reduction of approximately 1.8 months' worth of compensation and benefits per employee annually (Wind, 2023). This significant decrease has been a major setback for many employees, hindering the company’s ability to effectively motivate and retain high-performing talents, crucial in the competitive securities industry.
[bookmark: OLE_LINK1]Furthermore, the decrease in compensation and benefits creates a sense of imbalance for employees despite maintaining high work intensity. As the sense of imbalance increases, employees are likely to experience disillusionment, shattering their expectations for the future, and facing increased financial burdens, which in turn is likely to lead to a lack of motivation to exceed standard duties, standard duties and limit appropriate recognition and rewards for outstanding performers. In the fast-paced, results-oriented securities industry, robust compensation and benefits incentives are vital for spurring innovation, creativity, and sustained high performance.
Additionally, the existing levels of compensation and benefits at China Securities Co., Ltd. are not fully aligned with the organization's strategic objectives. A well-structured compensation and benefits system should act as a tool for aligning employee goals with company objectives, driving mutual success. However, this is under the premise that the compensation and benefits system can offer employees rewards that match their efforts. If this premise is not met, it could lead to counterproductive effects.

[bookmark: _Toc152277276]3.3 Impact of Shortcomings on Organizational Performance and Effectiveness
The current inadequacies in compensation and benefits at China Securities Co., Ltd. have several evident impacts on the organization's performance and effectiveness (Nie et al., 2023). These impacts are multifaceted, affecting not only employee motivation and satisfaction but also the company's overall strategic direction and success.
The most significant aspect is the reduction in employee motivation and productivity. The lack of strong compensation and benefits incentives leads to a decrease in employee motivation, with employees potentially feeling less driven to exceed basic duties. This situation can result in overall productivity reduction, as employees may not feel the necessity to put in extra effort or engage in innovative practices that drive organizational growth. This impact is evident in the company's financial indicators, specifically, the average profit per employee for the fiscal year 2022 dropped from 86.90 million yuan to 53.14 million yuan, a decrease of 33.76 million yuan, nearly 39% (Wind, 2023). This is a direct testament to the weakening of employee productivity.
On another note, the reduction in company compensation and benefits inevitably diminishes its appeal to high-quality professionals. Continued in this vein, when employees feel their efforts are not appropriately recognized or rewarded, they may seek other opportunities. Such talent attrition not only incurs direct costs but also affects organizational knowledge and continuity (Bolatto & Pignataro, 2023).
Furthermore, the company's current strategic goal is to maintain its core competitiveness sustainably, which is paramount in its strategy, and the key to achieving this is excellent team building. However, the current decrease in compensation and benefits affects employee productivity within the organization, making it difficult to maintain a competitive talent pool, thus misaligning employee treatment with the expected strategic objectives. This misalignment could lead to a disconnect between employee efforts and the company's long-term goals. When employees are not motivated to achieve goals that propel the company's strategic direction, it could lead to poor resource utilization and lack of focused efforts on key initiatives (Sahib et al., 2018). Moreover, this could lead to a decline in morale. Low morale, in turn, might impact the workplace atmosphere, leading to a potential increase in collective demotivation and workplace conflicts (Zhou et al., 2023).

[bookmark: _Toc152277277]3.4 What specific benefits will improving this priority area bring to your organization?
Firstly, a robust and organizationally aligned level of compensation and benefits can make China Securities Co., Ltd. more attractive to top talents in the industry. It also plays a crucial role in retaining existing employees by acknowledging and rewarding their contributions. In the securities industry, the attrition of experienced professionals can have a significant impact on organizational knowledge and performance, thus retention is particularly important. Ensuring that employee efforts directly contribute to organizational objectives, this alignment is key to achieving long-term success and maintaining a competitive edge in the securities market.
Secondly, sustainable and growth-oriented compensation and benefits can motivate employees to achieve long-term goals and provide incentives aligned with sustainable growth strategies, enabling the company to ensure its continued success and adaptability in the rapidly evolving industry. This adaptability is also key to long-term survival in the Chinese securities industry.

[bookmark: _Toc152277278]IV. Conclusion
This report critically examines the impact of employee welfare and compensation incentives on productivity at China Securities Co., Ltd., identifying the current need for significant improvements in the compensation structure. The report identifies the levels of compensation and benefits of China Securities Co., Ltd. as the primary area for strengthening. Despite the current comprehensive structure of salaries and benefits, the recent decrease in the intensity of benefits has left the company lacking the necessary flexibility and performance orientation to motivate and retain high-quality labor. This has led to a decrease in employee motivation, challenges in talent retention and attraction, misalignment with organizational goals, and potential effects on employee morale and engagement, impacting the overall effectiveness of the organization and the alignment of employee efforts with corporate strategic objectives (Liu et al., 2023).
Addressing these issues and enhancing compensation and benefits are expected to improve employee motivation and productivity, better talent retention, alignment of employee efforts with company goals, increased morale, and a stronger competitive position in the securities industry (Ortega, 2023).

[bookmark: _Toc152277279]V. Recommendations
Having identified specific areas for improvement in the compensation incentive structure, the most direct approach to improvement is to enhance the overall organizational level of compensation and benefits, followed by adjusting the structure of compensation and benefits (Chen et al., 2023). In terms of enhancing compensation and benefits levels, the company urgently needs to introduce more performance-based benefits, such as increasing the level of various company bonuses (Malahim et al., 2023). In terms of enhancing the level of compensation and benefits, company urgently needs to introduce more fixed benefits, such as increasing the level of various company bonuses or raising the amount of fixed salaries (Malahim et al., 2023). We can consider elevating the amounts of existing bonus schemes by 1.2 to 1.5 times, aligning them more closely with the profits generated by the company's employees, under the premise of considering individual and team achievements. Additionally, we may consider doubling the current fixed salary amounts while appropriately reducing the unstable performance-based income. Such a shift, on one hand, facilitates the alignment of employee efforts with organizational goals, and on the other hand, provides employees with a sense of security through more stable salary income in an uncertain industry environment, thereby enhancing their loyalty to the company. Building on this, to ensure a balance between employee workload and output amid market fluctuations and to avoid a decrease in average work output due to unnecessary additional workload, we might consider re-evaluating and establishing new business objectives and plans that better match the current market conditions. Moreover, for individual work plans, allowing employees to participate in plan decision-making will collectively advance the implementation of work plans.
In terms of adjusting the compensation and benefits structure, the company should implement a more adaptive compensation model, capable of rapidly responding to market changes, employee performance, and business needs (Asogba et al., 2023). In addition to monetary benefit incentives, the company should also consider integrating a wider range of non-monetary rewards, such as more promotion opportunities and additional vacation time (Karpoff, 2023). This would satisfy the diverse needs and motivations of the workforce, increasing job satisfaction and loyalty while stimulating employee enthusiasm.
In addition to these two aspects, the company's current transparency in compensation and benefits is low, and public disclosure of compensation and benefits is not allowed. Although this is the norm for most large securities companies in China, it is not conducive to fairness. Establishing a clear and transparent compensation disclosure system will help alleviate any perceptions of inequality and can indirectly enhance employee trust in the company, retaining talents from another perspective.
It should be noted that while the proposal suggests an increase in compensation and bonus levels, this would result in higher labor costs for the company. Therefore, it is crucial to consider the financial status and profit margins, and to undertake thorough discussions in meetings before implementation to avoid impacting the company's normal operations. Additionally, enhancing transparency in salary discussions can lead to increased conversations about pay among employees. This is deemed inappropriate by some, as discussing money in public or semi-public settings is often considered indecorous. On the other hand, this openness might also fuel jealousy and escalate tensions within the group, necessitating effective management and the use of corporate culture to mitigate these issues. Moreover, allowing employees to participate in the decision-making process for work plans could lead to a lack of consistency and direction in planning. Implementing such measures also requires effective management and mutual understanding among company members.
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Appendix 1: Key Compensation and Productivity Indicators Summary from the Financial Statements of China Securities Co., Ltd.
	Publication Date
	Number of Employees
	Total Employee Compensation
	Average Compensation
	Revenue per Employee
	Profit per Employee
	Total Operating Income
	Net Profit

	2023/6/30
	13804.00 
	439156.45 
	31.81 
	97.54 
	31.26 
	1346470.80 
	431504.02 

	2022/12/31
	14147.00 
	840149.29 
	59.39 
	194.85 
	53.14 
	2756519.79 
	751745.76 

	2022/6/30
	12336.00 
	418825.78 
	33.95 
	116.91 
	35.53 
	1442250.66 
	438242.67 

	2021/12/31
	11778.00 
	821064.40 
	69.71 
	253.63 
	86.90 
	2987201.87 
	1023506.36 

	2020/12/31
	9994.00 
	684706.63 
	68.51 
	233.65 
	95.42 
	2335088.16 
	953668.53 

	2020/6/30
	9321.00 
	303337.71 
	32.54 
	106.21 
	49.22 
	989961.39 
	458814.56 

	2019/12/31
	9409.00 
	499353.29 
	53.07 
	145.53 
	58.77 
	1369318.78 
	552964.84 

	2019/6/30
	9185.00 
	228464.50 
	24.87 
	64.30 
	25.50 
	590556.20 
	234192.69 

	2018/12/31
	9594.00 
	422308.39 
	44.02 
	113.69 
	32.35 
	1090716.68 
	310342.77 

	2018/6/30
	9718.00 
	208792.01 
	21.49 
	54.16 
	17.56 
	526280.74 
	170639.00 

	2017/12/31
	10231.00 
	435241.79 
	42.54 
	110.48 
	39.70 
	1130325.22 
	406164.70 

	2016/12/31
	9611.00 
	456141.12 
	47.46 
	137.95 
	55.28 
	1325877.04 
	531322.24 

	2015/12/31
	8079.00 
	491589.92 
	60.85 
	235.32 
	107.09 
	1901120.85 
	865185.26 
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