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Abstract. Domestic and international scholars have studied pay satisfaction. Dif-
ferent pay percentages come from fixed and performance pay and performance pay
has a relatively significant impact on employees’ pay satisfaction. The assessment
of pay satisfaction is mainly carried out in five aspects: pay level, pay increase,
pay management, and produce form. And historically, the research on compen-
sation satisfaction is divided into three stages: from a single study to research
focusing on structure, and now explore concentrate on a role. The understanding
of compensation satisfaction has also changed from single to multidimensional.
The measurement methods of compensation satisfaction include particular and
standard measurements, among which standard height includes MSQ, JDI and
PSQ.
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1 Introduction

Pay for performance intensity is constrained by organizational resources and employee
perceptions, is based on individual performance, team performance, or organizational
performance, and may exist in different combinations given the overall pay for perfor-
mance intensity, which is influenced by corporate culture and strategic orientation [1].
Compensation is one of the few areas that employees are most concerned about when
working. Compensation is the key to maintaining the core competitiveness of modern
companies: From the perspective of cost control, the proportion of compensation in
companies’ operating costs is continuously increasing [2].

Many scholars in China have studied this direction, and most of them focus only
on the distribution of performance pay or the impact of performance pay on employee
satisfaction. For example, in 2014, Xie Jianbin [3] studied the effect of pay for per-
formance and pay fairness on employees’ pay satisfaction by examining both aspects.
The results showed that performance pay did not have a significant positive effect on
distributional equity. The strength of the link between performance and income did not
substantially affect employees’ pay equity perceptions. However, the research direction
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of this literature is narrow and does not address the impact of base salary on employee
pay satisfaction.

In 2010, Zu Wei, et al. [1] studied the effect of pay for performance intensity on
employee pay satisfaction with a sample of 506 pay satisfaction questionnaires and their
objective pay data from 14 companies. The results show that there may be a moder-
ate interval of pay-for-performance intensity. Pay-for-performance intensity may also
vary among organizations and at different stages of development in the same organi-
zation. The higher the pay-for-performance intensity, the better. The optimal pay-for-
performance intensity for maximizing compensation satisfaction is higher than that of
the average employee because the middle and senior management have greater con-
trol over performance. But again, this article only discusses pay for performance on
employee compensation satisfaction done research.

All of the literature listed above only studied the effect of pay for performance on
employee satisfaction and did not break down the composition of wages. Breaking down
the composition of wages would provide a more comprehensive understanding of the
composition of employee compensation satisfaction and know which aspects have a
more significant impact on employee satisfaction.

Foreign scholars have also studied this area, and their research is more multifaceted
and earlier [4]. In 2005, Currall [5] noted that regarding its impact on organizational
outcomes, pay satisfaction was positively associated with school district-level academic
performance and negatively associated with average teacher intention to quit.

Heneman [6] show the results indicated a positive relationship between pay-for-
performance perceptions and pay-raise satisfaction, pay-level satisfaction, and overall
pay satisfaction even after the effects of the salary level, salary increases, performance
ratings, job tenure, job The impact of salary level, salary increases, performance ratings,
job tenure, job satisfaction, and promotions were controlled.

In recent years, practice teaching has been dramatically developed in foreign coun-
tries. In contrast, foreign scholars in this area of research are earlier than domestic schol-
ars, and research aspects are relatively more. At present, enterprises in foreign developed
countries promote the full realization of organizational strategies by integrating human
resource planning and corporate strategic planning [4].

Although China’s research on human capital has made a breakthrough, there is still
room for progress. And the concern aspect is not as extensive as foreign countries [4].

2 Definition and Research History

In his book Work and Motivation, the study of compensation satisfaction began in 1964
when Vroom [7] explained the expectancy theory of motivation theory at work. Vroom
believed that differences in satisfaction led to differences in performance. Compensation
satisfaction is assessed from five dimensions: pay level, salary increase, pay administra-
tion, pay form (benefits), and pay structure [8]. The definition of compensation satisfac-
tion by foreign scholars can be summarized into two main aspects: the first is to measure
employees’ compensation satisfaction from the satisfaction of pay level, and scholars
who have done relevant studies in this regard include Vroom [7], Lawler [9] and so on.

The second aspect is to assess the satisfaction of pay in terms of the quantity of pay
and pay system, and Green [10] and others have conducted studies in this regard.
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According to time and content, the historical research on pay satisfaction can be
divided into three stages. In 1965, Adams [11] proposed the “equity theory”, which
means that when people are in an exchange relationship, there must be inputs and outputs.
Outputs and these two are a fixed ratio; Lawler [23] proposed the “gap theory”, which
believes that pay satisfaction is determined by the difference between what employees
expect to earn and what they get. The second phase focused on the study of structure.
Many scholars explored this area during this period. The multidimensional system -
four-factor theory proposed by Heneman et al. [12] was recognized by most researchers
[5]. They believe that compensation satisfaction is an emotional response to the quantity
of employees’ pay and the compensation management system. It includes four aspects:
pay level, benefits, salary increase, compensation structure and management. The third
phase is until today and focuses on studying the effect of role. Heneman et al. [12] argue
that pay satisfaction impacts employees’ perceptions and behaviours such as tardiness,
turnover, intention to leave, early retirement, cheating behaviour, and job performance.
And an in-depth analysis revealed an inherent relationship between equity theory and
gap theory.

3 Research Perspective

The percentages in the salary are divided into base salary and performance pay, and
the salary structure is broken down to consider whether employees with different salary
percentages will receive additional salary satisfaction. The base salary is usually related
to the employee’s position, the final base salary will include a total attendance bonus,
etc. Base salary do not receive much external influence. Performance-based wages are
variable performance-based wages that include individual performance-based wages,
team performance-based wages, and organizational performance-based wages [1]. But
the combination of both is the ultimate wage. According to Maslow’s hierarchy of needs
theory, there are different stages of human needs. Therefore, after reaching a particular
location, a simple basic wage cannot satisfy the basic needs of employees and the relative
wage satisfaction decreases. Enterprises have generally accepted performance pay, and
there is a large amount of research on the incentive effect of performance pay and its
influencing factors [13].

Previously, there have been numerous studies on the link between pay for perfor-
mance and pay satisfaction. Colin Green et al. [10] showed that pay for performance
causes tension and stress because it leaves a portion of employees’ earnings in a state of
uncertainty. There is a positive relationship between pay for performance and satisfac-
tion with pay level, satisfaction with pay level, and overall pay satisfaction. However,
when payment for implementation is too stressful, the resulting stress can have sig-
nificant side effects on the individual and decrease pay satisfaction. In a 2008 study,
GREEN [14] showed empirically that the implementation of pay for performance led to
an increase in overall employee satisfaction, pay satisfaction6, job satisfaction and work
time satisfaction.

In this regard, a hypothesis can be made that the higher the pay for performance,
the higher the employee’s pay satisfaction since the fixed nature of the base salary has
no significant effect on the amount of the actual salary. Long, Lirong, Zhao, Haixia
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and He, Wei [15] found that the more control employees perceive they have over their
performance, the more they prefer performance pay. Their findings suggest that there
may be a moderate range of pay-for-performance intensity and that the appropriate
content may increase their pay satisfaction.

Francis Green [14] found that performance pay can create uncertainty and stress for
employees. His conclusion states that a specific range of pay-for-performance intensity
can increase employee satisfaction.

Therefore, human needs are constantly changing, basic pay cannot always satisfy
human needs, and performance pay can only increase employee satisfaction to a certain
extent.

4 Research Method

The understanding of compensation satisfaction has shifted from a single dimension to
a multidimensional one [16]. Early studies focused on a single pay level satisfaction: for
example, Lawler [9] understood pay satisfaction in terms of pay level and benefit level;
Miceli et al. [24] argued that it should be understood in both quantitative and systemic
dimensions. However, scholars have reached different conclusions due to differences in
countries and geographical locations and differences in respondents. In 2000, Sturman &
Short surveyed employees in healthcare organizations in the United States in terms of
five dimensions (pay level, pay enhancement, benefits, pay structure, and bonuses); in
1998, Law surveyed Hong Kong workers’ pay in terms of two dimensions (pay level
and benefits) satisfaction. However, scholars have not yet reached a consensus on the
specific dimensions that should be included in a pay satisfaction survey, which has led
many scholars to neglect the study of pay enhancement, benefits, and pay structure in
their research.

Academic measurement of pay satisfaction has gone through a process from a single
global rating to summation scores. [17] The former is an overall measure of employee
compensation satisfaction through a series of questions about compensation, simple
to operate and widely applicable. However, this method also has the limitation that it
only yields an overall score but does not dissect company-specific issues. The total score
method improves on these problems by first measuring compensation satisfaction scores
for critical dimensions and then deriving an overall score with different weights based
on the general level of each size. Although this method is more complex, it is more prac-
tical for managers. Interim and standard measures are the main methods of measuring
compensation satisfaction: adhoc measurement [18] and standard measurement [19].
Adhoc measurement dominated in the early days. It measures compensation satisfaction
by setting questions according to the study’s needs. It has a more arbitrary question
design, and the study results cannot be compared [16]. Standard measurement refers to
the use of pay satisfaction measurement scales, mainly including the MSQ (Minnesota
Satisfaction Questionnaire) [20], and also the five-aspect JDI (Job Descriptive Index
Questionnaire) [21], and the 18-item Salary Satisfaction Questionnaire (PSQ), standard
measurement has three main methods. Both the first and second salary satisfaction ques-
tionnaires are included, but they are only measured as one of the independent scales,
where the focus is on overall satisfaction. The third questionnaire considered compensa-
tion satisfaction more appropriately measured as a stand-alone scale, again focusing on
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overall satisfaction. These 18 questions were aggregated into four factors corresponding
to satisfaction with pay levels, satisfaction with pay enhancement, satisfaction with pay
structure and management, and satisfaction with benefits, which were later accepted by
academia and adopted by many scholars in China [15]. Later Williams [22] enabled
a comprehensive compensation satisfaction questionnaire containing 29 questions, but
whether the method is universal has not been certified by most scholars for the time
being.

5 Conclusion

Compensation satisfaction is one of the most important aspects of employees’ work,
so it has been studied by many scholars both at home and abroad. However, relatively
speaking, the research of foreign scholars started earlier and is more mature. The defi-
nition of compensation satisfaction has gone through the assessment of five dimensions
of pay quantity and pay system. The assessment of pay satisfaction generally starts with
basic salary and performance pay. Through research, base salary has little effect on
employees’ compensation satisfaction, while performance pay affects employees’ sat-
isfaction to a certain extent. For research methods in this area, academic measurement
of compensation satisfaction has gone through a process from a single global rating to
summation scores. The former has limitations and cannot analyze specific issues, while
the latter is more complex but more practical. Interim and standard measures are the
main methods of measuring compensation satisfaction. Adhoc measurement dominated
in the early days; while standard measures include MSQ, JDI, and PSQ.

This research review can, to a certain extent, provide a scientific measurement
reference for Chinese enterprises to diagnose the current situation of compensation
management and carry out timely compensation reform.
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