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Executive Summary

The Business Context

Macro economy and business context have
profound impact on talent landscape and talent
management strategies. In the past year, the
economic turmoil in Europe and the sluggish
economic condition in U.S. generated ripple effects
all over the world; and China is not an exception.
Based on the report published by International
Monetary Fund (IMF), the “mild recession” from the
euro zone dragged the global growth rate down
by % percent. Though China economy remains
relatively optimistic compared with other regions,
the pace of the growth slows down. At a time
when much of the rest of the globe would fall info
recession, China should be prepared to folerate
modestly lower growth in the near ferm while
cushioning the impact.” (China Economic Outlook,

IMF, 2012)

The weak economy in the West puts China onfo
the stage. Most multi-national organizations regard
China as a high potential growth engine and are
positive about the business outlook in China. The
European Union Chamber of Commerce in China
reports in their Business Confidence Survey 2012 that
78% of the organizations participating in the survey
feel confinuously opfimistic about business growth
in China in the next two years. Further, most of them
target China customers when producing products
and providing services. That said, the increasing
mafturity level of China market comes together
with the surge of labor cost. Put differently, the low-
cost and western-centric strategy might become
obsolete. To turbo the China engine, organizations
need talents who are willing and capable to
quickly adjust themselves and perform effectively
under changing business environment. They need
to understand China market, leverage global
resources, and provide creative and integrative
services to customers so as fo further drive business

growth in the slowdown or even flat economy .



20129 EAA EESORIBTHR S

Key Findings

BB B B ¥

o}

Current Talent Market is very much operation-focused. Most companies
are fighting for operational talent in terms of both quality and quantity.
Finding technical specialists or fist-line managers who can get things done
effectively remains a key concern.

Talent Engagement Drivers shift from learning and promotion opportunity
fo a sense of achievement and job security when people grow older.
Good Pay, however, remains one of the top three drviers.

Most talent management programs are HR-driven, with the focus on junior
to middle-level managers.

Behavior-based interview and 360 survey are most frequently used
assessment approaches

Top three most effective development approaches include on-the-job
development, job rotation, and internal mentoring.

Results show improvements on high potential identification and
development practices. More organizations increased the dose of high
potential program and focus their investment on a smaller talent pool (less
than 10%) .

Fostering coaching culture is on top of most talent managers’ priority list for
2013.
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About the Survey

We conducted the survey from May 2012 to August 2012 and collected 364 inifial responses via HR Excellence
Center events (151 responses) and an online survey webpage (213 responses). After deleting responses from
the same organization, invalid and incomplete responses, the final sample consisted of 350 valid responses

from 350 organizations. Below are the demographics of the sample.

Industry breakdown

Industry Sample Size % of Total Sample

Life science 46 13%
Equipment & machinery 42 12%
Information technology 41 12%
Automotive & parts 37 1%
Consumer 89 10%
Chemicals & petro-chemicals 23 7%
Professional services 23 7%
Manufacturing 19 5%
Financial services 15 4%
Retail & e-commerce 12 3%
Electrics & electronics 9 3%
Energy & power 9 3%
Transformation & logistics 7 2%
Others 32 9%
Number of employees in mainland China Ownership structure

. M Foreign-invested

Bl Less than100 (wholly owned)

[ 100-499 [ Sino-foreign joint
[ 500-2,499 venture
@ 2,500-10,000 [ State-owned

More than 10,000 enterprise
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I Partl Talent Landscape

© The top three talent categories that are in shortage in your company are
Experienced technical specialists 75%

Sales

First line managers
Operating labor
Functional leaders
BU leaders

Executives

Others

Technical specialists and sales are the top two most wanted talent categories, suggesting that most
organizations still focus on operation and execution. In addition, the increasing number of R&D centers is
another reason why technical experts are needed.

© The top three leadership competencies that you believe are most critical for your organization and in
shortage in the market are

Operating skills 75%

Strategic skills 71%
Organizational positioning skills
Personal and interpersonal skills

Energy and drive

Managerial courage

M Top 3 critical

Others .
3% M Top 3 in shortage

Apparently, those competencies that are perceived critical are the ones in shortage. Again, operation skills
is perceived as the most critical competency category.
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® Annual employee turnover rate in mainland China

All employees 17.3%
. ) W 2012 Mean
High potential employees B 2011 Mean

It seems that the talent market is relatively active. High potential turnover rate is significantly higher than that
of last year, which warrants our attention.

O At which level does most of the turnover occur?
0.3% 0%
I/

M Individual contributor

M High potential employees
Supervisor

M Manager and senior manager
Director

M VP and above

Results echo the finding that technicians and sales are most wanted talent in the current market.

O The top three recruitment channel
Internal development 81%
Hire from competitors
Campus recruitment
Hire from other industries
Internal transfer

Others

Employee referral

Internal development and promotion becomes the top recruitment channel, suggesting that most
organizations prefer development approach to buy strategy.
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O The top three important engagement drivers across different age groups
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Rankings of good pay, good leader and promotion go down though compensation remains one of the top
three engagement factors. Rankings of flexible working hours and job security go up. Also, learning is not
perceived as a powerful engagement factor, especially for senior people, which is not a good sign from a
leadership development perspective.



:T!ﬂl 2012 CHINA TALENT MANAGEMENT LANDSCAPE SURVEY REPORT

I Partll Talent Management Landscape

@ Where are your talent management systems originated from?

Bl Homegrown local system

M Via consulting

[l Global/ regional centralized system
[ Does not has an integrated system
[l Others

Compared with last year, most companies are designing or launching talent management systems based
on local context and needs.

O The driving force behind your talent management programs
%

|

HR business partners
China headquarters HR
AP regional HR

Global HR

Line managers
CEO/GM

Others

It’s good to see that some business leaders (CEOs and GMs) are driving talent development initiatives. That
being said, the percentage is not very high compared with a global norm (65%; Economist Intelligence Unit,
2010).
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© Which level(s) of leaders do you currently focus for development?

\9%

W Supervisor
B Manager and senior manager
[l Director
M VP and above
Others

Results are very similar to that from last year’s survey. Middle-level leaders are still the focus of development.

@ The top three most often used talent assessment methods are
Unstructured interview 66%

Behavioral-based interview
360 degree survey
Assessment center
Technical test

Job simulation
Psychological assessment

IQ test

Others

Unstructured experience-based interview (often used by line managers) might not be reliable and valid
compared with structured behavioral interview methodology.
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® The top three development approaches you have been using in your company are

On the job development 86%
External executive coaching
Internal mentoring

Job rotation

Standardized training or certification courses
(internal and externall)

Temporary assignments
Feedback (one on one or group feedback)
International assignments

Part-time MBA/EMBA

Broader exposure (e.g., meeting with senior executives,
participating in strategic decision making or discussions etc.)

Customized workshops (including action learning)
Professional associations and conferences

Others

@ The top three development approaches you believe the most effective are

On the job development 83%

Internal mentoring
Job rotation
External executive coaching

Temporary assignments

Standardized training or certification courses
(intfernal and external)

Feedback (one on one or group feedback)

Customized workshops (including action learning)

]30
N% % W 2012 Survey

[ 2011 Survey

International assignments

Broader exposure (e.g.. meeting with senior executives,

participating in strategic decision making or discussions etc.) 14%

Experiential development approaches
Professional associations and conferences . .
(such as on-the-job development and job
Part-time MBA/EMBA rotation) are perceived as the most effective

Others Wl o9 approaches together with internal mentoring.
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® Definition of "high potential” in your organization
All talents are high potential talents
High performers are high potential talents

High potentials are talents who are immediately
promotable to the next level

High potentials are talents who might have potential to take

general management roles in the future 51%

We do not have a specific definition for high potential

W 2012 Survey

Others 16% [ 2011 survey

No significant changes from last year’s results. Quite a few organizations still do not have a clear definition of
high potential.

@ What is the percentage of high potential employees at the same level across all functions in your organization?
Less than 5%

5%-10%

10%-20%

20%-30%

W 2012 Survey

More than 30% W 2011 Survey

It seems that 5-10% becomes a common practice in China compared with a more strict criteria (less than 5%)
in the West.

® In general, how long does it take for a high potential talent to be promoted to the next level position?

Less than 2 years

2 to 4 years 46%

More than 4 years, less than 8 years

W 2012 Survey
[ 2011 Survey

| am not sure. It depends.

Results show that expectations toward high potentials are high; and promotions are awarded quickly.
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@ How often do you conduct talent review and succession planning?

Quarterly
Semi-annually
Annually 57%
Every other year

Other frequency

We do not have pre-determined frequency;
we hold the meeting when needed.

W 2012 Survey
Others 5% [ 2011 Survey

Annual review becomes a common practice. Research from the West, however, suggests that conducting
talent review more often (more than one time each year) increases the quality and effectiveness of
succession planning.

® What is the success rate of leadership succession via high potential program in your organization?
Less than 5%

5% to 10%

10% to 20%

20% to 30%

More than 30%
W 2012 Survey

| am not sure. [ 2011 Survey

No significant improvement compared with the data from last year.

@ Do you review and revise your competency model?

Yes, we review our competency model based on a
pre-determined frequency (e.g., every year, or every 2 years efc.).

Yes, we do review our competency model but only in special situations
(such as major organizational change or strategic change, merger and
acquisition, major change of external market dynamics etfc.).

No, we have not reviewed and revised
our competency model since its establishment.

Others

M 2012 Survey
[ 2011 Survey

Similar findings compared with data from last year’s survey.
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® Overall, are you satisfied with your current talent management system?

Very satisfied
Somewhat satisfied

Neither satisfied nor dissatisfied 48%

Somewhat dissatisfied

W 2012

Very dissatisfied W 200

Similar findings compared with data from last year’s survey.

@ What do you plan to do more to enhance your talent management effectiveness?

Foster internal coaching/mentoring culture 46%

Build or review competency model 45%
Conduct talent assessment 42%

Identify hi-potential

Enhance developmental assignments/exposure for hi-potential talent

Realign and define talent management strategy

Invest more on cohort leadership development program

Local job rotation for developmental purpose

Improve top team effectiveness

Clarify employment proposition

Conduct employment engagement survey

Conduct executive coaching using external resources

International assignment

Streamline talent acquisition process

Invest more on fechnical training

Invest more on soff skills fraining

Others

Most top-rated items are related to establishing an overarching framework or having a big-picture view of
talent within the organization, suggesting that having a well-structured talent system is essential for most
organizations.



o

TMl. 2012 CHINA TALENT MANAGEMENT LANDSCAPE SURVEY REPORT

IPartill Industry Highlight

In this section, we present survey data on five industries. Each one represents 10% or more from the total survey

sample.

Sub-sample demographics

Industry Sub- sample size % in the total survey sample (N=350)

Life science 13%
Machinery 42 12%
Information technology 41 12%
Automotive 37 11%
Consumer 10%
Less than 100 2% 7% 2% 3% 0%
100-499 22% 36% 32% 16% 17%
500-2,499 46% 31% 29% 30% 46%
2,500-10,000 26% 19% 20% 32% 17%
More than 10,000 17% 19% 20%
Foreign invested (wholly owned) 74% 93% 51% 65% 69%
Sino-foreign Joint venture 1% 0% 15% 30% 9%
State owned enterprise 7% 5% 12% 5% 9%
Private-owned enterprise 9% 2% 22% 0% 14%
Industry data
All employees 18.3% 14.5% 14.7% 14.0% 18.4%
High potential employees 9.7% 7.2% 8.0% 7.9% 12.1%
Below 10% 22% 40% 34% 30% 20%
10%-20% 46% 36% 39% 38% 40%
20%-30% 20% 14% 17% 16% 20%
30%-40% 7% 5% 7% 1% 17%
40%-50% 2% 0% 0% 3% 3%
50% and above 4% 5% 2% 3% 0%
Individual contributor 78% 64% 80% 70% 69%
Supervisor 9% 5% 5% 3% 9%
Manager & senior manager 7% 5% 2% 8% 17%
Director 0% 0% 0% 0% 0%
VP and above 0% 0% 0% 0% 0%
High potential 7% 26% 12% 19% 6%
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Industry data ( continued )

Top 3 recruitment channels Information Technology

Campus recruiting 52% 40% 66% 57% 1%
Internal promotion/development 85% 86% 66% 86% 81%
Internal transfer/referral 37% 31% 37% 30% 38%

Hire from competitors 74% 50% 66% 70% 57%

Hire from other industries 30% 67% 37% 49% 49%
Supervisor 19% 21% 12% 24% 14%

Manager and senior manager 74% 69% 63% 73% 63%
Director 9% 7% 22% 5% 14%

VP and above

4% 0% 2% 3% 9%
SIS plonnlr]g IEEEEBIE R g Life Science | Machinery | Information Technology | Automotive | Consumer
potential program

Less than 5% 30% 29% 10% 14% 20%
5%-10% 13% 12% 27% 19% 14%
10%-20% 4% 5% 12% 16% 17%
20%-30% 7% 12% 10% 1% 1%
More than 30% 13% 10% 5% 22% 6%
Not sure 33% 33% 37% 19% 31%

Less than 5% 28% 40% 29% 43% 31%
5%-10% 48% 38% 46% 27% 40%
10%-20% 15% 17% 12% 19% 29%
20%-30% 9% 5% 10% 8% 0%
More than 30% 0% 0% 2% 3% 0%
Within 2years 35% 24% 37% 38% 31%
2-4 years 46% 57% 4% 43% 49%

4-8 years 0% 0% 2% 8% 0%
Depends 20% 19% 20% 1% 20%
Quarterly 0% 5% 0% 3% 0%
Semi annually 17% 5% 5% 19% 14%
Annually 57% 67% 56% 54% 54%
Every other year 7% 2% 7% 1% 9%
No pre-determined frequency 20% 19% 32% 11% 17%
Very satisfied 2% 2% 5% 0% 0%
Somewhat satisfied 33% 26% 29% 35% 34%
Neutral 37% 45% 49% 51% 43%
Somewhat dissatisfied 28% 21% 15% 8% 17%
Very dissatisfied 0% 5% 2% 5% 6%



v,

-

\TMI 2012 CHINA TALENT MANAGEMENT LANDSCAPE SURVEY REPORT

Our Recommendations

o

As talent development is a longer-term

initiative, it needs to be more foresight. Business
environment is becoming more ambiguous

in the coming few years, therefore, talent
management practice also need to address the
change. We recommend to:

@ Put more effort on the agility part, both in
assessment and development, instead of
only base on past or current understanding
on competency requirements.

@ Most talent have been grown under
“fast growth” economy, while future
successful leaders need to be able fo lead
in both growth and down-furn business
environment. Talent management practices
which address this change and proactively
develop “smart growth leader” (who can
continuously generate business growth in
fough situations) will provide competitive
edge to your business.

@ Increase attention on developing your
key talent, especially those senior talent,
instead of only on the execution talent
and first line managers. Previous reports
on talent market in emerging economy
(e.g., Harvard Business Review, Nov 2008)
suggest that talent supply in China is
severely imbalanced with large surplus at
entry level and significant deficit starting
from middle management all the way to
country and regional leadership positions.
Though situation might have been
improving, the general supply curve might
remain the same. Therefore, aligning your
talent management effort to address the
talent deficit at senior is necessary. We
highlighted this point in last year's survey;
we re-emphasize its imperativeness given
the current talent context and the potential
expatriate reflux. Furthermore, the way of
developing senior leaders can be quite
different from that of developing junior
ones. Does your leadership machine mature
enough to develop senior leaders?

Overall understanding on talent development
isimproving, but organizations sfill need to
continue shifting from purely training mindset

fo comprehensive learning and development
efforts, especially when targeting at senior level
talent. We've seen that many companies are
aware of the importance of building coaching
culture, but solid practical experiences are
scarce in the market. While many companies
agree that "on-the-job development” is the most
effective approach, few has rich knowledge
and experience on matfching development
needs with right stretching assignments. Even less
organizations have processes or mechanisms to
foster thinking on *what do you learn from the
assignment”.

Talent management has to be customized,
and go beyond competency. Different talent
has different needs and motivation. Without
addressing the right issues, it's hard to get high
ROI from the talent management efforts.

Retention continues to be a challenge. A lot of
survey respondents pointed out that key talent
retention is one of their biggest challenges.
Though a comprehensive solution to this
challenge is beyond the scope of the survey, we
suggest viewing this challenge with a leadership
perspective. As many said, "Employees join

a company and leave a manager”. This is
especially true for high-potential middle-

level talent, who are more motivated by value
alignment instead of purely financial reward or
position power. Working in a right team under

a good manager to create result together
makes more sense to them. In other words,
direct superivsors' leadership capability has
more powerful impact on their talent than HR
procedures. How to engage and motivate post-
80 or post-90 generation employees can be an
important topic when developing line leaders.
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