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Abstract:Against the backdrop of rapid market economic development and increasingly fierce industrial competition,
small and medium-sized enterprises (SMEs) have become a core force driving national economic growth and absorbing
social employment. As human resources constitute the core competitive asset of enterprises, the maturity of the employee
incentive mechanism directly determines an enterprise’s talent retention rate, team execution capacity and long-term
development potential. Restricted by business scale, capital strength and managerial concepts, most SMEs in China have
various defects in their employee incentive systems. Common challenges including low employee motivation, severe
brain drain and weak team cohesion seriously hinder enterprises’ transformation, upgrading and sustainable development.
Based on relevant theories of business administration and combined with the operational characteristics of SMEs, this
paper systematically analyzes prominent problems in employee incentive practices, explores their root causes, and puts
forward scientific and actionable optimization strategies for incentives. It aims to offer practical references for SMEs to
improve human resource management systems, stimulate employees’ internal motivation and enhance core

competitiveness.
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