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Compensation System
in the Chinese Automobile Industry:

A Case Study of a Leading Automobile Firm in Notheastern China

Jia Xi Sun

Abstract

This research investigated the compensation system of one leading Chinese government operated
automobile firm. Currently, the development of Tanoko have attracted the attention from the global
automobile industry. From now on, Tanoko also need to be developed in Chinese automobile industry
not only for improving the productivity but also for easing the approaching ageing society and labor
shortages in China. This study is based on in-depth interviews with one leading automobile Company
C in northeastern China in order to clarify the effectiveness of the compensation system on motivating
workers’ skill development. The findings have shown that the compensation system in Company C
has no motivational effect on involving workers into productivity improving activities, which have
brought a huge inefficiency to the assembly plant. This paper is a strong evidence to point out the
necessity of the future reformation of Chinese automobile companies’ compensation system by reflect-
ing workers’ skills into the compensation system.

Keywords: Tanoko, Compensation system, Government-operated companies, Automobile industry,
China.

1. Introduction

Since 2008, China has become the largest automobile producing country in the world. Ac-
cording to the statistics from OICA (International Organization of Motor Vehicle Manufactur-
ers), China now is possessing the production capability by 23, 722, 890 units which is followed by
USA and Japan.

However, when it comes to product’s quality and brand power, the image towards Chinese
automobile makers are still not good'. Therefore, from now on, the development of Tanoko® is
necessary for improving the quality as well as productivity for Chinese auto makers. In addition,
China have entered the list of aging countries and it will suffer from the labour shortage in the
near future. According to the Chinese statistics of social services and development® that the labor
force of China is 916 million by 67.0% of the total population in 2015. The aging population is 138
million by 10.1% of the total population. The current birth rate of China is extremely low by only
1.18. If the situation could not be improved, In 2050, the aging population of China is anticipated
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to reach 36.5% (around 500 million). Therefore, by considering the low birthrate and longevity
of China, raising up the labour productivity is compulsory for keeping the living standard and
supporting the future social stability.

During the time when the survey of this paper have been done, Toyota production system
(TPS) have been accepted as the best practice” due to its high efficiency. The transition of TPS
from Japan to the other countries can be also widely observed. One of the important factor that
support TPS is supposed to be the wide formation of Tanoko. According to Koike (2005)’s the
theory of intellectual skills” (Chitekijyukurenriron) that Tanoko is the person who is not only be
able to do the regular work” but also irregular work” when it occurred in the workplace. The
high efficiency of TPS is because of the wide formation of Tanoko” who are able to deal with
both of the regular and irregular work.

Because of the high performance of Tanoko, the transition of Tanoko from Japanese automo-
bile manufactures to the other countries’ manufactures can be widely observed. Kumon and
Yasuho (2005) have done the research to observe the transitional degree of application of the
typical Japanese management of automobile companies to other countries using the five steps
evaluation method”’. He pointed out that the degree of the application of Tanoko in North
America, South America, England, Continental Europe, Korea, Taiwan and Southeast Asia are
3.0, 2.6, 3.3, 2.8, 2.9, and 2.6 respectively. Therefore, we can know that the development of Tanoko
have been widely introduced and accepted throughout the whole world.

Under the global trend of the development of Tanoko and the situation of Chinese future
problem of labor shortage, what is the current situation in Chinese automobile companies of
Tanoko development need to be clarified. However, workers’ skills are too abstract to observe
because it would be subjective sometimes. In order to identify whether the workers are Tanoko
or not, the way of how the workers are being rewarded play an important role to determine the
workers’ attitude of learning new skills. Besides, the way of how workers are being rewarded
determine the attitude of how the workers use the new skills back to the workplace actively or
not. Therefore, this research is focusing on one leading automobile Company C as a case study
to clarify whether the compensation system has positive effect on production workers’ skill
development in the assembly plant. Company C is one of the fourth largest automobile compa-
nies in China with the largest annual production capacity. Company C have been separated from
its parents company (ministry goods producer) as an independent Automobile Company in 2005.
Besides, Compensation system is the sum total of all monetary and non-monetary benefits pro-
vided to employees in exchange for their willingness to work. Usually, compensation system
consist of two parts which are direct financial compensation and indirect financial compensation
(fringe benefit). This paper only focuses on the direct financial compensation of Company C.

There are two objectives in this paper. First, to clarify the compensation system in Chinese
government-operated company C. Second, to examine the effectiveness of compensation system
on Tanoko’s development. Because the way of how workers’ compensation being determined has
a strong effect on how the workers behaving in the workplace. Therefore, from observing the
compensation system, we can know whether the company have recognized the importance of

workers’ skill development and whether there have incentive effects on motivating workers to
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developing their skills. Then, in order to define whether the workers are Tanoko or not, how the
workers deal with the irregular works will be observed based on Koike (2005)’s the theory of
intellectual skills”. The irregular works are being shown as following 3 points which are the
issues directly influence productivity of assembly plant.

(1) When defective products occurred. (2)When machine problems occurred. (3) When market
demands decrease.

2. Methodology

There are two compensation patterns—skilled based compensation and job based compensa-
tion are being widely used in the world in order to link workers’ compensation to organizational
goals. Therefore, this paper is to observe in Company C, which compensation pattern does Com-
pany C belongs to and how does the compensation motivating workers’ skills development.

In order to collect data, the in-depth interviews have been conducted. The interviews have
been conducted based on planned questions which are made up of 4 parts. They are compensa-
tion system for production workers”, the organizational structure of assembly production
line”, workers’ process of promotion and upgrading” and workers’ working behaviors in dealing
with the urgent problems”.

The research target is the assembly plant in Company C. This assembly plant consist of 580
production workers. Among the workers, there are 174 irregular workers. The targeting inter-
viewees consists of 7 people. They are division chief in HRM department, production division
chief in assembly production plant, foreman, 3 team leaders and assistant team leader. All the
interviews have been conducted from 1 to 2 hours and 1 to 2 times. For objective 1, the questions
were mainly asked with division chief in HRM department and the production division chief of
assembly line, since they are being considered as policy maker. For objective 2, the questions
were mainly asked with the floor manager —foreman, team leaders and assistant team leaders,
since they are most similar with the issues in the actual workplace.

3. Research results
3.1. Outline of assembly plant

This assembling plant was established in 1982 as the automotive production division which
was under the parent company H. The company had achieved an annual production capability of
100 thousands vehicles in 1991. Moreover, Company H invested 198 million Chinese RMB?® in its
automobile production division by purchasing the new assembly equipment which has matched
the global standards. After acquiring the new investment, the automobile production division
has achieved the production cycle time of 1.85 minutes and the annual production capability of
200 thousand vehicles. In the year 2002, under the permission of the Chinese Ministry of Foreign
Trade and Economic Cooperation, the automobile production division in Company H became an
independent Company. However, because of the problems of management, Company H suffered

from a huge financial deficit in 2006. Eventually, it has been merged into Automobile Company
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C in 2007 as a member of Company C group. Currently the total number of employees in
Heilongjiang factory are 7000. The factory in Heilongjiang province is composed of 4 plants:
stamping, welding, painting and assembling. The research target of this paper is the assembling
plant in the factory of Heilongjiang. The factory’s current production cycle time of 1.85 minutes
and the annual production capability of 200 thousand vehicles.

The total numbers of assembling workers in the assembly division are 580 workers, there are
26 assistant-team leaders, 25 team leaders, 8 foremen, 4 vice-production chiefs and 1 production
chief. For the in-depth interviews of this study, one production unit was selected to be inter-
viewed. Within this production unit, there exists 6 teams with 144 production workers. There are
7 assistant-team leaders, 6 team leaders and 1 foreman. From team 1 to team 6, the number of
members in each team are 23, 20, 22, 22, 24 and 19 respectively. There are 2 assistant-team leaders
in team 5. The detailed work map of this unit are shown in Figure 1 in Appendix. Team one’s
assembling process is being shown as an example. Team one is consist of 23 production posts and
23 production workers. The components are flowing on the conveyor from previous post to the
next post along with the direction of the arrow. Team one’s job contents are attaching the doors
and lights on the automobile’s body. Each production post for each workers consist of from 3 to
6 movements. Since the current cycle time is 1.85 minutes, the workers need to finish his assem-
bling work within the time.

3.2. The Compensation System in Chinese Company C

The following data was mainly from the in-depth interviews with the division chief of HRM
department which took 2 times by 1 hour for each. In Company C, production workers compen-
sation are being calculated by the following formula:

Production workers’ compensation=age-based compensation + post-based compensation + per-
formance-based compensation + perfect attendance reward +allowance for managerial posi-
tions®’.

Firstly, the age-based compensation for production workers is only determined by their
years of service. The starting age-based wage is 420 RMB, and this increases along with the years
of service. The upper limit does not exist, but it only increase for as low as 10 RMB yearly, so
there is very little change in the total amount of the age-based wage of the workers.

Secondly, post-based wage are based on the difficulty of the actual jobs. In the assembly
production line, the job pressure for workers are not same. Some jobs need heavy physical
strength while others are relatively easy. Therefore different coefficient numbers have been

Table 1 the coefficient numbers for each type of post
General worker Heavy physical Assistant Team Leader Foreman
worker Team leader
Coefficient 09 1.0 1.2 13 15
number
Total amount 620 690 825 895 1030

Source: created base on the in-depth interviews
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created in order to present the degree of difficulty of each job description and the post wage are
being calculated based on these numbers. The coefficient numbers and the total amount of post
position for each type of jobs are shown in Table 1. The post wage for General workers is the
lowest (620 RMB per month) while the highest post wage is that of the foreman (1030 RMB per
month).

Thirdly, the performance-based compensation is be showed as the following formula.
Performance-based wage=/[(the money for producing one vehicle) X (the total production
amount per month) — (the fine for producing the defective part) X (the total defective num-
bers per month) ]

The money for producing one vehicle depends on the degree of the job’s difficulties. Gener-
ally, it is 0.2 RMB for each vehicle and 0.3 RMB for the posts which easily comes out with defec-
tive products. If the defective products are due to the mishandling of workers, the workers’
performance-based wage will be reduced based on the degree of the damage, but the fixed
amount is not determined. However, this performance-based compensation does not mean a
higher wage for the worker who can produce more. The reason is because the monthly produc-
tion planning has a certain production quota. It is impossible for workers to produce more vehi-
cles than the decided quota. When the market demands for Company C’s products to increase,
the income of the workers would increase as well. Therefore, the performance-based wage is
directly linked to the market’s demands, but does not reflect workers’ skills. Besides, despite the
corporate regulation states that the salary will be reduced when the workers produce defective
parts, in the reality the regulation is never functioning at all. It means that even if the workers
have produced defectives, their salary never be reduced.

The performance-based wage accounts for the largest proportion of the workers’ total wage.
The current production volume of this assembly production factory is around 6000-7000 vehicles,
so assuming one worker who produced 6000 accepted products; his performance-based wage will
be: 6000X0.2=1200 RMB per month. Therefore, even though this wage element is called as per-
formance-based wage”, but it is not reflected on the workers’ individual performance. Instead, it
is firmly based on the workers’ attendance rate (as long as the workers come to work every day,
he can produce one month’ production quota). The workers who are not on the assembly line,
such as team leaders and foremen are being rewarded with the same piece-rate wage based on a
monthly production plan.

Then, Perfect attendance reward is determined by every month’s attendance rate. One
month’s full attendance rate is equal to 100 RMB.

Finally, the allowance for managerial positions are only paid to the workers who are above
team leader levels. The managerial allowance for each of the floor managers are the fixed. They
are Assistant-team leader —300 RMB, Team leader —500 RMB and Foreman — 1000 RMB respec-
tively.

According to the above introduction of compensation system in Company C, we can calcu-
late each compensation element’s composition and each type’s workers total compensation of
each month. Now, supposing all the workers have 8 years of service and have full attendance
rate that is under this wage system, each variable’s amount, composition and total wage are
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Table 2 the wage of each element’s amount, composition and total wage Unit: RMB
General worker Heavy physical Assistant Team leader Foreman
worker team leader
Age-based wage 500 (21%) 500 (20%) 500 (17%) 500 (16%) 500 (13%)
Post-based wage 620 (26%) 690 (28%) 825 (28%) 895 (28%) 1030 (27%)
Perfornvlvzrgf'based 1200 (50%) 1200 (48%) | 1200 (41%) | 1200 (38%) | 1200 (31%)
perfect 100 ( 4%) 100 ( 4%) 100 ( 3%) 100 ( 3%) 100 (2.6%)
attendance reward
Managerial 0 0 300 (10%) 500 (16%) | 1000 (26%)
allowance
Total 2420 2490 2925 3195 3830

Source: created base on the in-depth interviews
Note: Some percentages are not 100% even if add them up. It is because that the numbers after decimal point have been
rounded off.

shown in table 2.

According to Table 2, we can summarize the characteristics of the workers’ compensation
system as follows: First, performance-based wage and perfect attendance rate both have a strong
impact on encouraging workers not to be absent from work. Performance-based wage accounts
for the biggest portion of the workers’ total wage by around 45%. However, as mentioned before,
the speed and amount of the production is not controlled by the workers. Therefore, the perform-
ance-based wage in Company C plays an important incentive to motivate workers to not be
absent from work. Besides, it's obvious that the perfect attendance reward is an incentive for
encouraging workers to come to the workplace. Therefore, the piece-rate wage element and the
perfect attendance reward, together, accounts for 50% of the workers’ total wage, which encour-
age workers to come to work every day.

Second, the post-based wage and the managerial allowance, together, play an important
function to encourage workers to compete with each other in order to be promoted to a higher
job ladder. Post-based wage represents the second largest part by around 30%. The workers who
work on general posts or heavy physical posts strongly depends on gender and age, but does not
depends on work experience. Normally, the workers who work on the heavy physical posts are
the young, male workers. The wage gap between them is small, only by 70 RMB. However,
looking at the floor managers’ positions (assistant-team leader, team leader and foreman), the
wage gap from the general workers becomes larger by 205 RMB, 275 RMB and 410 RMB respec-
tively. Moreover, the managerial allowance are only paid to the workers who are higher than the
assistant team-leader by 300, 500 and 1000 respectively. Therefore, the post-based wage and the
managerial allowance, together, give a strong incentives to compete with each other in order to
be promoted. In other word, as long as the workers want higher income, the only way is through

the promotion process. Therefore, the promotion process should be confirmed in order to see
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whether the process of determining promotion has influence on enhancing workers’ skills.
3.3. Workers’ Promotion Process

The promotion process generally follows the orders from assistant-team leader, team leader,
foreman and production chief. But, the assistant-team leader do not have managerial functions.
Instead, he is called as the replaced workers,” whose function is to replace the workers who are
absent from work.

The first promotion process to be an assistant-team leader is by the recommendation from a
team leader, then reported to the foreman. After that, the foreman writes the recommendation
letter to the production chief. Finally, production chief decides who will be promoted. As previ-
ously stated, one of the functions for assistant-team leader is to work in the line in place of the
workers who are absent. Sometimes, the assistant team-leader needs to replace the workers who
even work in other teams, or which production post the assistant team-leader have never experi-
enced before. Therefore, in order to be able to catch up with the cycle time, one of the necessary
conditions for assistant-team leaders to be promoted is that he must have a high learning ability.

Then, the promotion procedure for a team leader is that he need at least 3 years of service and
then the foreman will recommend the qualified workers to the production chief. Production
chiefs have the authorization to determine who can be promoted. The conditions for a team
leaders’ promotion are as following. First, he has to have good knowledge of his belonging
team’s working contents and has a good relationship with the other co-workers. Second, he must
have no records of violating the corporate discipline. Third, the absent rate is low. The recom-
mended workers have to pass the interview exams with the production chief. The candidate who
passed becomes the team leader. Generally, team leaders do not work on the production line, but
on occasions when there are many absent workers at the same time which is beyond the number
of assistant team-leaders, the team leader should also work in the production line. Moreover,
another function for a team leader is to coach the newly hired workers.

Next, the promotion process for a foreman is basically based on Self-recommendation
system”, with at least 5 years of service. If the vacancy exists for a foreman position, the informa-
tion will be announced on the bulletin board. The announcement will be kept for 1 week, during
the period of time, the workers who have the intension of wanting to be a foreman can inform to
the production chief. It does not required that the capable person must be the current team
leaders. General production workers also have the rights to apply for the self-recommendation.
After that the writing test and interview test will be conducted for the applicants. The weight
of the writing test and interview test accounts for 40% and 60% respectively. Only the applicants
who have passed the writing test can go on to have the interview test. The evaluators for the
interviews are 3 people: the vice-production chief, the production chief and the representative of
the HRM department. Although, it does not require the workers to be the current team leader,
mostly, the actual promoted workers are the current team leaders.

Finally, for the production chief, a bachelor degree is needed for the workers to be promoted
as the production chief. Because there are no bachelor degree holders in the production line, so
the opportunity for the workers to be promoted to production chief is 0. The current production
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chief has been recruited from the external market 3 years ago who has the experience of working
at the other automobile companies, but he has no experiences of the actual production operation
before.

The average spending time for being promoted to team leaders and foremen is as follows:
The average age for team leaders are 30 years old, and the time they have spent for promotion are
3-5 years. On the other hand, the average ages of foremen is 40 years, but the years for them to
be promoted varies among different people.

The probability of being promoted to each job ladders was shown in Table 3. Aforemen-
tioned, there are 580 workers working in the production line, but there only exist 26 assistant
team-leaders, 25 team leaders and 8 foremen as the floor managers. Compared with the total
numbers of workers, the floor managers are very few. The probability of being promoted is 4.5%,
4.3% and 1.4% respectively. As long as no vacancy exists on the higher positions, even if the
workers are capable enough, they cannot be promoted.

Table 3 the probability for workers to be promoted to each job ladder

Job ladder Assistant team-leader Team-leader Foreman Production chief
Total numbers 26 25 8 5
Probability 4.50% 4.30% 1.40% 0%

Source: Created based on the results of in-depth interview

From the above description, we can interpret the promotion process as follows: First, be-
cause the performance evaluation is not conducted for production workers, so clear and specific
criteria does not exist for workers to refer to. Therefore, the candidates who can be promoted are
strongly based on supervisors’ subjective opinions, so bias might occur. Second, since the wage
system for the production workers does not reflect skills, performances and efforts, so that the
promotion has little effect on motivating worker’ skill development. Moreover, the probability
for workers to be promoted is extremely low. As long as no vacancy exists in the higher posi-
tions, the workers cannot be promoted. Therefore, we can conclude that promotion process also

has few motivational effect on workers’ skill development.
3.4. Effectiveness of the Compensation System

Above, we have described the compensation system for the production workers. It is already
clear that the compensation system does not reflect workers’ skill level as well as performance.
Therefore, we can anticipate that the average skill level of workers is supposed to be low. In
order to find out the evidence to support the assumption, how workers are being involved in
dealing with irregular works” will be described. As have been mentioned before that the irregu-
lar works” are being defined as follows. (1) When defective products occurred. (2) When machine
problems occurred. (3) When market demands decrease.

Firstly, when defective products occurred, the company requests that the workers them-
selves must inspect the defects which flowing from the previous production post. For the impor-

tant components which might lead to accidents or conflagrations, the inspection technicians are
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being allocated to monitor the production. But, the inspection technicians are not the production
workers, they are almost graduated from vocational school who has no production experience
before. When the defective products are seen in the production line or are discovered by the
workers, the general workers have no authorities to stop the production line to fix the problem
immediately, which is normal in Japanese makers. Instead, the workers have to check the prob-
lematic parts on the quality checking list” which is being attached to the vehicle. After that, the
problematic vehicle will keep moving on the conveyor until the end of the production line, which
is called quality inspection area”. Until the problematic vehicle reaches the quality inspection
area”, the workers will then stop attaching the components on the vehicles. Currently, the cycle
time is around 1.85 minutes, so when the problematic vehicle comes, the workers just stand there
and do nothing, so a large of cost to time is happening. The quality inspection technicians deal
with the problematic vehicles after it goes off-the-line, when the problems are serious and are
beyond the quality inspection technician’s capability, the team leader of the team where did the
problem happened will be called to fix the problem together. Demolishing the vehicles in order
to find out the problems are frequently happening. Therefore, excepting discovering the prob-
lems and checking the list on vehicle body, the production workers have been excluded out of the
quality control process. Moreover, from the perspective of management side, they even does not
allow the workers to stop the production line, from the interview results with the production
chief, if any huge problems should occur which will result in stopping the process of in the
production line, the foreman of the unit will be fined because the efficiency rate of assembly line
only be calculated by the time of line stop. Therefore, the foreman hates the interruptions in the
production line.

Secondly, when machine problems occur, the management side does not allow the workers
to solve it even if the minor problems which can be easily solved by restarting the machine or
fixing the broken line. If the workers touch the machine when problems occur, the worker will
be fined. From this point, we can clearly know that the intention for management is to exclude
workers from machine maintenance. Instead, when problems occurred on the machine, the regu-
lation of the company is to call the maintenance engineers to come and ask him to solve the
problems. However, the office for maintenance technicians is out of the assembly plant, so when
problems occurred, team leader will call the maintenance technicians to come. Until the techni-
cians arrive, the workers just stand there or chat with the others. Besides, small problems such
as the products intervening in the line and machine restarting are being solved only by the
maintenance technicians. In the case that the machine produces defective products continuously
and the problems cannot be solved by simple machine restarting, the authorized person from the
machine supplier will be called to come and solve the problems.

Finally, when market share shrinks, how to deal with the decreasing demands are being
shown as follows: According to the interview results with the HRM division chief, the current
marketing demands on vehicle models which is being produced in the factory in Heilongjiang
province is decreasing rapidly in the recent years. Despite the decreasing market share, the
production cycle time has been maintained the same as usual. In 2006, the production line has

reached its peak production volume by 300 vehicles per day. At that time, the production cycle
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time reached to 1.85 minutes which was the fastest in the history. However, in the recent years,
the average production volume per day is only 200, but the production cycle time still remains
the same as before by 1.85 minutes. In the normal case, when markets demands declined rapidly,
job combination should be conducted in order to raise the productivity. However, in Company
C, Job combination and changing the cycle time are not being implemented at all. Therefore,
regardless of the working time of this factory is from 8 am to 5 pm every day, but by the same
production cycle time, currently this production quota can be finished at 2 pm. Sometimes, the
workers have no jobs to do, so the floor managers will ask the workers to clean the machines and
the floor many times. In the worst case, the managers just let the workers go home early. Even
in events like these, the production workers are still being maintained by 580 production workers.
As have been mentioned before that there are 174 irregular workers are working at Company C,
but no worker have been dismissed under the demands declining time.

Above are the processes about how the workers being involved in to the irregular jobs.
Aforementioned we have learned that the workers are not involved in the quality control process
and machine maintenance even for the simple problems. The reason for that is supposed to be
the low average skills of workers, which made the management side do not trust the workers.
The reason for the workers’ low skills level is also due to the managements are lack of the aware-
ness of workers’ skills development. Therefore, during the time of market sharing shrinking, the
workers are not able to participate into the job combination and increase the cycle time because
no workers can undertake it, which brought a disaster for the assembly plant. As a result, the
efficiency is extremely low in Company C, recently workers even do not have jobs to do in their
working hours.

To sum up, from section 3.4 that we have clearly known that the current compensation
system have no motivational effects on workers’ skill development in Company C. The current
compensation system have resulted in a low skills’ level. Because of the low skills level, the
workers have been excluded from quality control, machine maintenance and production cost
reduction process. As a result, the evidence have shown that a lot of inefficiencies in the side of
the workers and a huge loss in the production line might occur. But, Company C cannot find a

way to solve it.
4, Conclusion and policy recommendation

In this paper, we have clarified the compensation system and its effectiveness on workers’
skill development. Then, we found the following problems.

Firstly, the implementation of Compensation system is based on Job titles”. Since job-based
compensation is based on the principle of equal job equal pay” so that the current job-based
compensation have created the barriers of movement between different production posts. This
rigid staffing planning have a huge negative impact on the formation of Tanoko in Company C.
Besides, the compensation of Company C does not reflect workers’ different skills, responsibility
and performance into different salaries, so under this system, it will be hard to motivate workers
to participate into the skill development’ methods such as job rotation. As a result, the
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compensation system have resulted in a low levels of workers’ skills in Company C. Secondly, due
to the compensation system has no motivational effect on workers’ skill development, it has
brought a low workers’ skill level, so the workers are excluded from the processes of quality
control, machine maintenance and the reduction of production cost. This have also resulted in a
huge production inefficiency and production waste in Company C’s assembly plant. The evi-
dence is that even though company C is suffering from market’s demands declining, the cycle
time still remain the same as the peak time and the job combination is not being conducted.

Therefore, we can conclude that the compensation system in Company C have brought a big
obstacle on bringing up Tanoko. In order to solve this problem, both of the short run and long
run solutions should be taken.

In a short run, the factors which limit the workers’ skill development should be addressed.
The biggest barriers in Company C’ assembly line are supposed to be the job design, skill devel-
opment and the delegation of authority. Therefore, reflecting workers’ skills into workers’ com-
pensation system should be proceeded. Japanese automobile companies’ skill-based ranking
system is a good reference.

In a long run, the form of government-operated companies should be reformed. The prob-
lems are that government is the biggest shareholder and government directly interfere into
companies’ management, so that the self-responsibility’s management does not being conducted
in government-operated companies. Therefore, for the future reforming of government-operated
companies, the situation of government is the biggest shareholder” should be changed. Stock
transfer from government to the employees and external investors should be proceeded from
now on. Along with the deepening of stock transfer, on one hand, the value of the companies will
be reflected by market which would have impact on managers and employees’ reforming of
managerial consciousness. On another hand, the government-operated companies can absorb
external investors’ advanced managerial perspectives which can enhance companies’ Manage-
ment culture.

Notes

1 According to Chinese auto quality report which available at www.people.cn. This website is the most
authorized auto website aiming to report the quality related issues of Chinese automobile products.

2 Taboko in Japanese language means the workers who have high-qualified skills that he not only can
take the regular jobs but also the irregular jobs such as quality control, kaizen activities and workload
reduction activities. He is able to maintain and support the flexible and high-mix low-volume produc-
tion system so that he is the essential person to achieve the high prod

3 Available at http://www.gov.cn/gzdt/2011-06/16/content 1885931.htm

4 Five steps evaluation method: the degree of application are being scored from 1 to 5. 5 means the
Japanese management have been perfectly transferred which totally same with it in Japan. If the factor’s
score is higher than 2.5, it means that this factor is similar with it in Japan.

5 RMB is Chinese currency. The exchange rate was 1 RMB=18.71 JPY during the time when the survey
have been done.

6 Allowance for managerial positions: Only being paid to the workers whose positions are above team
leader.
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