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Managing Talent
for Business Growth

Your China future at stake

By Jim Leininger

VER THE last ten years, China has become the ‘land
o of opportunity’ for many foreign companies, with high

expectations for growth. In a recent survey by Watson
Wyatt of MNCs in China, 77% percent of the companies said that
they planned on expanding their activities in China, and 82% listed
China with either the highest or of ‘great’ strategic importance to
their global operations.

In addition, top line growth is a key driver for many local
companies as well. As companies ‘open’ to the market economy
and reform their systems, there is an expectation that business will
grow exponentially.

But, the sobering reality is that many companies are struggling
to reach the high expectations set for them. One of the key
reasons is difficulty in addressing the talent issue in China. Talent-
related issues have been cited as the Number one challenge for
companies operating in China in at least four recent studies.

When your company is engaging in a high-growth plan, certainly
at the top of many managers’ minds, are the basics: how to attract
and retain talent. But, given the current labor market in China,
the question of talent needs to go beyond simply ‘attraction
and retention’ and move to ‘integration and alignment.’ In other
words, ‘how can we create a talent strategy that is integrated
with our business plan and aligned with our growth objectives?’
This requires companies in China to look at the issue of talent
in a broader context. It means a new perspective on workforce
planning, succession planning, engagement, and employee
development. It also means taking a new look at how China’s talent
pool will impact our business model in China.

China’s talent war
China has one of the most difficult labor markets in which to
operate in the world.

Multinational companies are entering China at a frenetic pace,
with an average of 40,000 new ones entering in each of the last
four years. At the same time, Chinese domestic companies are
transforming their organizations, increasing both their business
competitiveness and their attractiveness as employers. All of these
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companies recognize the potential of China's market, but they are
also all chasing after the same talent.

The result of this challenging labor market is not only
exceptionally high turnover rates and salary increases, but also
a workforce which is increasingly difficult to engage. Watson
Wyatt's WorkChina™ employee attitude survey demonstrates that
employees’ attitudes about their workplace have become less
favorable in nearly every category over the last five years.

Thus, growth plans in China are constrained by a ‘perfect storm
of talent issues: A talent shortage exists, and is compounded by
aggressive business expansion plans. Companies are then forced
to put employees who are not ready for such a big career jump
into leadership positions. When challenges arise (often related to
managing their own talent), the employee looses motivation and
may leave for another company, exacerbating the talent shortage.
The loss of this leadership talent then becomes a major obstacle in
the business expansion plans. The end result is that the company
has to re-invest in talent attraction and development, and it has
also lost the key players to drive the business forward.

Integrated, aligned Talent Management
Although the challenges of China’s labor market raises the stakes
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Smart companies work hard to attract employees
with whom their corporate values resonate

the basic principles. To be successful, you must ensure that
your programs are 1) aligned to your business strategy and 2)
integrated into a comprehensive talent management system.

For organizations that are undergoing exceptional growth and
development, Watson Wyatt recommends a Talent Model that
integrates Talent Direction, with the Talent Process, and leads to Talent
Results (See Figure 1). For companies aiming for high growth, each of
these areas has specific China challenges and key success factors.

Talent direction

Business goals. The traditional approach to talent management

begins with a clear business strategy, and then determines how

the talent strategy can support the business strategy. For growth-
oriented companies In China, however, talent availability plays such
an important role, that it may actually shape business strategy.

In other words, companies are beginning to ask themselves first,

‘what talent exists in China?’ and then ‘how can | use it to develop

innovative growth models for China and beyond?’

Strategic Workforce Planning. A high-growth strategy in China

increases both the need for and the challenges of strategic

workforce planning. Of course, the most straightforward question
is: where can we find the talent for our future business needs?

But, as discussed above, what if you don't know exactly what your

future business will look like? The China reality requires a change

in emphasis in Workforce planning:

B Be especially forward-thinking in the formulation of your
business strategy.

m Ensure a collaborative approach to long term business planning,
including those across different functions in the organization.

m Focus on planning for quality talent as much as quantity.
High quality talent will be able to adapt to your changing
business needs.

Embedding culture and values. Many companies in China

experience the challenges associated with integrating a global

corporate culture into the China business context. If China remains

a relatively small part of your global operations, the issue is one

of how to embed global values and management styles into local

operations. This is essential for both good corporate governance

as well as leveraging effective management practices.

For those for whom China is a high growth priority, the issues
become more complex. There will be a strong need to ensure your
China operations are ‘Chinese’, but also to ensure that the local
culture is consistent with the global one. At the same time, with
the China business becoming a higher portion of global revenues,
companies will need to anticipate the impact of the China business
culture on global corporate culture. There may be best practices
of your China operations that can be applied globally. Or, some
aspects of the local China culture can be integrated into your
global corporate culture. Regardless, the bigger China gets, the
harder it will be to ignore the impact. Creating channels to discuss
proactively about these issues will increase the chances the
process will be viewed more positively.
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Closely linked to the embedding of values is the Value
Proposition for employer branding. Smart companies work hard
to attract employees with whom their corporate values resonate.
Even assuming one can ensure alignment in China with global
values, it will be important to determine how to ‘brand’ these values
in China to be an asset in your recruiting process.

Talent process

After the direction has been set, growth oriented companies
need also to consider the specific challenges during the talent
management process.

Defining talent. For China it is particularly important to define
different types of talent you will need for your business, such

as leadership talent, key technical talent, etc... In addition, as
your business grows, you will need to keep an eye on what
competencies are required now, as well as in the future. Again,
while you may have a set of global competencies, how these apply
to your China business, or what they ‘look like’ in a China context
will need careful consideration.

Acquiring talent. The retention process is notoriously difficult in
China, especially for those companies with the added pressure of
fast business expansion. A lack of enough qualified talent in the
market, as well as high turnover in China increases this pressure.

To excel in the talent acquisition phase, companies need to
ensure that their sourcing strategy is proactive, linked to their long
term business needs, rather than only short term and reactive. In
addition, having an efficient process that has specific metrics and
success measures will increase the likelihood of achieving your
talent acquisition needs.

Developing talent. Given the high demand for talent in China,
many companies are looking to develop their talent internally,
hoping to reap the benefits of a long term development strategy.
However, in growth-oriented companies, business needs are
changing so quickly, it is difficult to properly link the development
programs with strategy. In addition, high staff turnover will reduce
the return on investment on these programs.

For companies to succeed in this area they must ensure that
there is a clear link between the development programs and both
an individual’s performance results, and his/her ‘ascension’ in the
organization. Moreover, a focus on skills that are more broadly
applicable, such as leadership and group problem solving will
be more likely to see a return on investment then more narrowly
defined technical programs. Finally, as the China operations are
more closely linked with those around the globe, companies will
need to find ways to integrate into global development programs.
Deploying talent. If your company is expanding your headcount
quickly, having the ability to effectively deploy different types of
employees across your different business units is essential. This
is particularly important in the area of leadership succession
planning. Creating a new line of business, or aggressively
expanding your current business requires a special set of
leadership competencies that are difficult to find in China. And with
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the specter of turnover always looming, it is important to create a

workforce that has a high degree of internal mobility.

Evaluating talent. Evaluating talent should include both assessing

their competencies, as well as measuring their performance resuilts.

This aspect of talent management is particularly challenging

in China as there is a culture of avoiding direct feedback or

confrontations. In addition, many organizations struggle with

quantifying KPIs when they are in such fast expansion modes. Also,
in labor market that lacks enough talent to keep up with supply,
managing below-average performers becomes more challenging,
as there is a tendency to want to hold on longer, for the sake of
maintaining enough headcount to fill the positions.

Rewarding talent. Combating perceptions about pay is one of

the most common frustrations in the area of talent management

in China. The red-hot labor market has resulted in extremely

high expectations for salary increases and bonuses for many

employees. In Watson Wyatt's latest WorkChina™ employee

opinion survey, of those who stated they were planning on leaving
their company, 63% listed compensation as one of the top reasons
they would leave, more than any other area. In another Watson

Wyatt study, those planning to leave their jobs expected a 36%

salary increase, significantly higher than for those in other places

in Asia-Pacific. With such high salary expectations, it is also easy
to alienate average performers when their salary increases are
below their perceived value in the market.

In spite of the challenges, there are several ways that
companies in China can improve their effectiveness in managing
their pay programs:

B Increase the amount and quality of communication about pay
programs. It is also important that line managers and other
executives are an integral part any communication program.

® Ensure that rewards programs are linked to all the other areas of
talent management.

m Create a very clear line of sight between individual performance
and bonuses.

m Be flexible and creative in rewards programs for key employees.
While trying to retain employees in general is a worthy goal, it is
not realistic in China’s current labor market. It is more important
that you key the RIGHT talent, than ALL talent.

Talent results

Of course, the final measure of the effectiveness of your talent
management programs will be their impact on business results.
However, in China business results are really synonymous with
‘talent results’. Our Strategic Rewards Study in China found

that turnover rates were significantly lower for high performing
employees than for others. Emphasis on the talent process and

its critical success factors will lead to high performance at an
organization as well as individual level. It will also lead to increasing
the engagement of your workforce — they will be both committed to
your success and aligned with business goals. For growth oriented
companies in China, nothing is more critical. W
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