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Abstract: As a system closely related with unemployment insurance dismissal protection legislation
trade union collective bargaining and other relevant systems economic compensation system has no uniform
mode and it should not be examined separately. The basic purpose of economic compensation is to compen—
sate employees’ pecuniary loss if they have been fired. However it should be mentioned that economic com—
pensation has different functions on different occasions. Consequently it is not necessary to unify different
properties and functions of the economic compensations. At this stage it is necessary and reasonable to entend
the scope of application of economic compensation in the Law on Employment Contracts in China. Neverthe—
less in the long term China should properly reduce the scope of application of economic compensation and

make the system to be more scientific and reasonable.
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