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The Best Companies
to work for in China

Fostering satisfaction and commitment in Chinese employees
By Jim Leininger

ing so abound: “Best Quality”, “Best Service”, “Best Value”. Or, they
describe their products with superlatives: stronger, faster, smoother,
tastier or healthier than the rest.

But, as China’s economy continues its break-neck growth, competition to
be the “best” has increased. An average of more than 40,000 foreign in-
vested companies have entered China in each of the past four years; while
at the same time China’s stated owned and private owned companies are
becoming more competitive. True long-term success isn't always so easy.

Increasingly, companies are beginning to see that being “the best”
in terms of their work environment can be a competitive advantage
in the marketplace. China’s competitive business environment
brings attraction and retention of talent in the forefront of the
minds of most leaders in China. China’s turnover rate is consis-
tently among the highest in Asia. (see Figure 1, p.19) In addition,
wage increases adjusted for inflation are also higher than all
other markets.

Since 2003, Watson Wyatt has partnered with Fortune China to
analyze the issue of not simply how to attract and retain talent, but
how to make your corporate culture a competitive advantage. This
means going beyond retention and on to “commitment”. Our goal:
to learn the “secrets of success” from those companies that have
been able to foster high commitment in China.

It is with this aim in mind — finding the keys to commitment in
China — that Watson Wyatt is again pleased to present the findings
of our 2007 WorkChina™ survey and reveal the “Best Companies to
Work For — China".

Over the last 4 years, we have gathered opinions from over 300,000
employees and 300 companies. With over 120 companies participating
for this year — representing foreign, domestic, and joint venture compa-
nies — WorkChina has established itself as the leading database and analy-
sis on employee attitudes in China. Through “the best companies” initiative
we analyze not only which are the “Best Companies to Work For”, but also the
secrets of their success and how others can learn from them to obtain business
success through better people practices.

B LL COMPANIES in China want to be “the best,” and slogans about be-
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WorkChina and

Employee Commitment

Jack Welch, former and CEO of GE

once said, “We spend all our time

on people. The day we screw up the

people thing, this company is over.” He,

like other successful CEQOs, realized
that there is no separating a company's
success from its people.

GE's business success speaks China 1 E
for itself, but Watson Wyatt’s global
research on the topic adds some hard Japan BZ
data to back it up. Consider this:

m Companies that clearly align their
employees with the company'’s vision,
values and goals have 3 times the
financial returns as those that do not.

m Companies that enable their em-
ployees by providing enough tools,
resources, and training to do their

Figure 1: 2007 Turnover rates across Asia Pacific 2007 T XRHR%E
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jobs well have double the financial

returns as those that do not.

Moreover, the one area of management where we see the big-
gest difference is in employee commitment:

m Companies that have highly committed employees have 6 times
the financial returns than those that do not (Watson Wyatt Work
Attitudes research).

Why is commitment so important? The answer is relatively sim-
ple: Committed employees help make committed customers. But,
it's not just about getting employees to stay at your company. After
all, retained employees are not always the most productive ones.
Committed employees are proud to work for the company, recom-
mend it as a place to work, and are willing to go the extra mile to
help the company succeed. This commitment increases productiv-
ity which is then translated into your company’s external service
value. The end result is loyal customers and increased revenue.

The Commitment Challenge in China

With the importance of employee commitment established, com-

panies in China are still experiencing great challenges in fostering

it in their employees. Given the talent war that is raging in China, it

is perhaps no surprise that our survey shows declining commitment

levels in Chinese employees. Scores on the items we use to measure

commitment are about 5% lower than in the 2005 survey. Moreover,

this decreasing commitment is leading an overall trend of decreas-

ing satisfaction with nearly every aspect of the work experience for

Chinese employees. Consider the following:

m Satisfaction levels have decreased in 8/10 categories of our
WorkChina survey.

m Only 36% of employees had favorable views about their
company as a place to work compared to others they knew of.

m Only 29% of employees felt that they were paid fairly compared
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Only half of the surveyed employees state that they

understand the measures used to evaluate their performance

with people in other companies that hold similar jobs. This is

down 7 points from our 2003 survey, and 21 points lower than

the WorkUSA™ norm.

m Three-fourths of employees in China state that their company
holds them accountable for their performance; yet only half of
them state that they understand the measures used to evaluate
their performance.

m Half of Chinese employees say that their supervisor treats them
with respect; even fewer believe they behave consistently with
companies values.

Certainly, these statistics do not suggest that companies are
managing their human resources more poorly than in years past.
On the contrary, many companies are investing heavily in these
areas. But, the challenge of China'’s labor
market — new entries into the market, high
turnover, and an abundance of opportuni-
ties — makes fostering commitment even
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m Being confident in the company’s business success and believ-
ing that it is changing for the better
m Being willing to stay in the company over the long term, even if
other opportunities are available
m Being proud to work for the company and recommending it as a
place to work
Our “Best Companies” list (see Figure 2, p.20) this year once
again includes leading domestic companies such as Tencent
and Baidu, companies known in China for their strong corporate
cultures. In addition, it also includes foreign companies known for
their strong HR practices, including Pfizer, St. Regis, Bayer and
Mary Kay. Significantly, this year's winners also include companies
that may not be household names, such as Wacker Chemicals and
Shandong Guogiaoyuan, but who have distinguished themselves in
their industries for strong HR practices leading to increased com-
mitment from employees. Keeping true to our principled methodol-
ogy, we did not require the participating companies to be famous,
only that they clearly demonstrate high levels of employee commit-
ment. In this way, other companies — big or small, famous or ob-
scure can apply the secrets of their success to their own situation.

The Secret of their Success
What is it that these companies do to ensure that they foster a high
level of commitment in their employees? This is the key question
from those that hope to learn from the “best companies” success.
We took a deeper look at the survey results, analyzing not only
levels of commitment, but also HR practices that had the highest
impact on commitment. In other words, what were the actions that
the best companies took that helped to foster commitment in their
employees? Our analysis demonstrates that the “Best Companies’
had the following characteristics in common:
1. Providing meaningful work to enhance job satisfaction
2. Communicating effectively on pay, benefits and development
opportunities
3. Demonstrating outstanding leadership
4. Offering competitive total rewards
For an in-depth look at those 4 drivers of commitment in China,
see box p.22.

Beyond the List

The “Best Companies to Work For” have demonstrated an ability

to foster long-term commitment in their employees, and they have
our congratulations on being named “the best” in 2007. But the
purpose of having a list of “the best” should not stop at our recogni-
tion of their accomplishment. More important is taking a deeper
look at the specific practices that these companies have taken in
order to get to where they are now, and then applying these in our
own workplace. Of course, this does not mean blindly copying what
others are doing. But, by keeping an open mind about learning from
these companies — whether they be foreign or domestic, famous or
obscure — we hope other companies can strive to improve their own
work environment and become “the best” in their own ways. W
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The 4 drivers of commitment in China

Let's now take a deeper look at each of the 4 drivers of commitment in China and the specific challenges illustrated in each:
M Job Satisfaction. Since 2003 Chinese employees have become less and less satisfied with their daily work, and also less satisfied than
their counterparts in the US. Not only do Chinese employees hold increasingly negative views about their workload, but more importantly,
they are feeling less of a sense of accomplishment on the job. So, in spite of what appears to be a wealth of opportunities for employees in
China, many of them are not happy with what their jobs give them in return.

This trend is significant, as satisfaction with your job — feeling a sense of success, learning on the job, feeling you are utilizing your skills
- has consistently been one of the highest drivers of commitment in China, and Asia as a whole. Instilling these feelings in employees will
be a key success factor for companies operating in China.
B Communication. As businesses expand in China, and China operations become more and more integrated into global business, internal
communication becomes increasingly important. In the end, the goal of communication programmes should be to align employees with the
company's corporate vision, values, and business goals. But, the “line of sight” between Chinese employees and their global employers is
often less clear than it needs to be.
M Leadership. China is now facing a triple-edged sword in the market for talented leaders: on the one hand, there is a general lack of talent in
China, as foreign companies expand their presence and domestic companies reform their practices. On the other hand, the supply of qualified
leaders has dwindled because of the effects of China’s “lost generation” — people now in their 50s who spent their formative years practicing
peasant farming and politics during the Cultural Revolution. Moreover, China's education system often emphasizes rote memorization over
other skills required for effective leadership: innovation, delegation and coordination.

Chinese employees’ attitudes about leadership reflect these trends, as opinions about leaders are becoming less favourable.
This occurs in primarily three areas:

— Respect and trust  — Effective change management - Ethical behavior from business leaders

For foreign companies in the China market — whether they are new entrants or “old hands,” developing home-
grown leadership will be one of the biggest challenges they face.
B Compensation and Benefits. Getting remuneration right is a challenge all over the world, but it is
particularly critical in China. With such a dynamic labor market, opportunities abound for talented
Chinese employees. The result is a general dissatisfaction with pay and benefits, both in terms of
pay equity and perception of pay competitiveness in the market. Combating perceptions of pay and
ensuring employees understand the value of their “total rewards” is thus essential in China.

Certainly, these statistics do not suggest that companies are managing their human resources
more poorly than in years past. On the contrary, many companies are investing heavily in these
areas. But, the dynamic nature of China’s labor market — new entries into the market, high turnover,
and an abundance of opportunities — makes fostering commitment even more difficult in China.
The issue for companies operating in China will be how to face these challenges: developing in-
spired leadership; inspiring employees on the job; combating perceptions about pay; communicat-
ing effectively; and having faced them, to turn them from a challenge into a competitive advantage.
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