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Based on a survey of over 200 human resources executives, Chinese
companies are facing serious employee retention challenges and the
majority of them see no immediate relief in the future.

The survey was conducted in March through May of 2012 by the
Human Resource Excellence Center of China ( HREC ) and The
Retention Institute.

This report provides the following information for

participating Chinese companies:

-

© © ¢ © & o

Part 1 | Executive Summary

Part 2 | Data Analysis

Total 2011 Turnover
2011 Turnover by Job Title

Satisfaction with 2011 Employee
Turnover

Anficipated 2012 Total Turnover
Most Concerned Turnover by Job
Turnover Reasons by Job

Most Effective Turnover Solutions
Turnover's Cost

Methods and Frequency for
Reporting Retention’s Progress

M Retention Goals and
Accountability

@ Employee Survey Frequency and
Effectiveness

@® Exit Survey Effectiveness

Part 3 | Recommendations &
Action Steps

Recommendations to Improve
Employee Retention: Apply
Business-Driven Processes to Retain
Employees Who Improve Your
Organization

Part 4 | About the Survey Sample
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PART 1| Executive Summary

1 Employee turnover is a serious problem in China and respondents
don’t anficipate near-term improvement.
Only 19% of respondents were satisfied with their turnover levels in 2011 and a high

number of them believe turnover will stay the same in 2012.

2 Employee turnover is under-valued as an obstacle to productivity,
and retention is under-valued as a strategic productivity tool.

The majority of respondents give retention token levels of attention as evidenced by
the very small percent that report turnover by job, that have established retention

goals for any organizational levels, and have made any effort fo estimate turnover’s
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cost. Further, nearly half the respondents indicated they were “neither satisfied nor dissatisfied”
with their organization’s turnover rate for 2011, far exceeding those who expressed satisfaction or
dissatisfaction. Key data points throughout this study indicate Chinese companies are giving some

attention to employee retention but not committing themselves fully to improve it.

3The greatest turnover concern is for jobs that are hardest and most expensive
to fill.
Respondents are most concerned about losing employees who work in fechnical jobs and research

& development.

There is an extreme gap between the top reasons employees leave and the
4 best solution to retain them.

Whereas the most frequently indicated reasons why employees leave are pay, career
advancement, and specific job conditions, respondents indicated by a wide margin that the best

solution for improved retention is better supervision.

Nearly every respondent indicated they have no idea how fo estimate
5 furnover’s cost.

When asked to estimate turnover’s cost in their organizations, 94% could not which indicates
furnover is likely being managed as a human resources metric only rather than as a business-

impacting issue that requires business-driven solutions.

Little reporting is routinely done to identify turnover frends and even less
6 emphasis is placed on retention accountability.

Fewer than half of participating organizations report turnover by departments, by supervisors, or for
high-performing employees. Further, less than half establish goals to improve retention and there

are few real consequences for managers who have continuously high turnover.

Employee surveys and exit interviews provide limited help for improving
7 retention.

Significant percentages of respondents indicated these tools are ineffective. This calls for a shift
from traditional human resources interventions to those that require both managers and human

resources fo take on responsibility for retention in ways described throughout this report.

21
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Data Analysis

O 1

Total 2011 Turnover

We collected 213 responses.

181 respondents counted their
organizations’ 2011 total turnover (See
Figure 1A), and the majority of them
reported that total turnover was 30%
or less during 2011, with the largest
group, 36%, indicating that turnover
was in the range of 11-20%. The
average turnover for 181 companies
was 14.71%. Most notable was that

a full 15% of respondents indicated

Figure 1A What was your total turnover percent for all jobs in 20112

19%

36%

0-10
11-20
21-30
31-40
41-50
Over 50

Don't Know



that they did not know their turnover
percentage and therefore did not
know how many employees had left
their organizations.

We also calculated the turnover for
6 industries which have more than 15

companies participating in the survey.

The findings are indicated in Figure
1B (high to low), with the Equipment
and Machinery Industry as the lowest
(14.2%) and the Life Science Industry
as the highest (19.4%).

© 2

2011 Turnover by Job Title

For those organizations that tracked
turnover for specific job categories,
the highest turnover was among sales
& marketing and blue collar workers
(See Figure 2). Notable, though, was
that fewer than half of the reporting
organizations tracked turnover for

2012 E R TREFTHRE

Figure 1B

The 2011 total turnover for those 6 selected industries ( High to Low ):

Industry %2011 Total Turnover

Life sciences 19.4
FMCG 18.6
Automotive and parts 17.2
Chemicals and petrochemicals 16.8
IT, semi-conductor, and communications 15.2
Equipment and machinery 14.2

any one job category, including high

potential employees.

A comparison of this data with

the data presented previously for
total 2011 turnover leads one fo
believe that those organizations that

fracked turnover by job category
had less overall turnover than

those organizations that did not.

This conclusion is based on those
organizations that tfracked furnover
by job category having only two jobs,

Figure 2 What was your organization's turnover rate for the following job categories?

Job Title

% Organizations

Tracking Turnover

% Organizations

CEO, Senior Executive, GM, VP
Director & Line Manager

R&D Talents

Technical Talents

Operations & Support

Sales & Marketing

Blue Collar

High Potentials

4

45

38

40

36

47

44

38

% Avg 2011 % Turnover Range Tracking Turnover
Turnover (low to high) But Reported No
Turnover
2.1 0-28.5 78
52 0-28.9 &
8.4 0-38 20
9.3 0-55 8
9.9 0-50 17
13.8 0-79 13
22 0-120 12
7 0-40 15
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sales & marketing and blue collar,
with turnover greater than 10%. This
compares very favorably to the data
presented for total 2011 turnover
where the majority of organizations
had total turnover greater than 10%.

© 3

Satisfaction with 2011
Employee Turnover

Fewer than 20% of organizations were
safisfied with their 2011 turnover (See
Figure 3), whereas more than one-
third indicated they wished they had
done better. More notable, though,
is that nearly half indicated they were
“neither satisfied nor dissatisfied” with
their results.

This response, when combined with
other data presented later in this
report, leads one to question whether
employee turnover is gaining the
attention required to improve it or if

it is being accepted as a condition

of doing business in modern-day
China. Responding by indicating "Our
turnover is OK" as this data suggests

is similar fo saying turnover is like rush-
hour traffic, implying nothing can be
done to improve it. And those who
believe turnover is a low priority or
that it cannot be improved will likely
not improve it.

© 4

Anticipated 2012 Total Turnover

Respondents were offered three

Figure 3 Are you satisfied with your organization's turnover rate for 20112

2|%

30%

46%

M Very Satisfied

[ Satisfied
Neither satisfied nor dissatisfied
Dissafisfied

B Very Dissatisfied

Figure 4 How do you expect overall turnover to change in 20122

41%

response choices for predicting
2012 turnover, whether turnover
would increase, decrease, or stay
the same. Their predictions were
dispersed with no one response
category gaining more than half of
the responses (See Figure 4).

M 1t willincrease
[ It will decrease

It will stay about the same
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Most Concerned Turnover by
Job

2012 E R TREFTHRE

Respondents were asked to choose

3 jobs from the jobs listed on Figure 5
for which turnover concerned them

the most. Their overall responses are
indicated in that table, from most to
least concerned.

Comparing these responses to the
data presented previously for overall
tfurnover rates by job, it appears
respondents chose jobs that were
more difficult and perhaps more
expensive fo replace rather than the
jobs with traditionally highest furnover.
That previous data indicated that

for those organizations that tracked
turnover by job, technical and R&D
jobs had turnover of less than 10% yet
they are identified here as the top
two jobs that concern organizations
the most.

QC 6

Turnover Reasons by Job

Respondents were asked to choose
the top 3 reasons why employees left
from each job group, from a list of
possible leave reasons (See Figure 6A).
Their responses are including in Figure
6B presented in the sequence of those
jobs they are most concerned about
from Figure 5 above.

The most common leave reasons
indicated throughout these

Figure 5 For which jobs does turnover concern you the most?

Rank Order Job

1 Technical Talents

2 R & D Talents

8 Sales & Marketing

4 Director & Line Manager

5 Blue Collar

6 CEO, Senior Executive, GM, VP
7 Operations & Support

Figure A The Possible reason for turnover :

Possible Reason

Relationship with your direct supervisor
Relationship with another manager
Relationships with other employees

Something specific about your job

Lack of career advancement

Lack of training or development for your future
Lack of equipment or resources

Pay

Benefits

Work schedule or degree of schedule flexibility
Commute

Concern about company future

Personal reasons unrelated to work (NOTE: Responding here indicates you

would not have left the company if not for this personal reason which is
fotally unrelated to any action taken by the company)
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responses include pay, lack of
career advancement, and specific
condifions about jobs. Whereas the
leave reasons reported here might
very accurately reflect employees’
actual leave reasons, it should be
noted that identifying real reasons
employees leave is a universal
challenge. Obstacles for securing
accurate leave reasons include
employees sometimes withholding
the truth during exit surveys and
also because some managers tend
to point to pay and other factors
outside of their control as reasons their
employees leave.

C 7

Most Effective Turnover
Solutions

Respondents were asked to select the
top three methods that would improve
retention in their organizations. ltems
are listed in the order of those most
selected, followed by the percent of
respondents who selected each item
as one of their three choices (See
Figure 7).

Most notable is that the most selected
response was “Betfter Supervision”, by
a wide margin. This conflicts with the
primary reasons employees leave as
indicated in Figure 6B which are pay,
lack of career advancement, and
specific conditions about jobs. So
whereas survey respondents believe
the main leave reasons are typically
considered to be uncontrollable

by supervisors, they have idenfified
improving supervisors’ skills as the

Figure 6B What are the top three leave reasons for each job?

Job Top 3 Leave Reasons

© Pay
Technical Talents © Lack of career advancement
© Something specific about your job

© Pay
R & D Talents © Lack of career advancement
© Something specific about your job

© Lack of equipment or resources
Sales & Marketing @ Pay
© Lack of career advancement

© Lack of career advancement

Director & Line O Pay

WIS © Relationship with direct supervisor
© Pay
Blue Collar © Benefits
& Personal reasons
CEO, Senior © Relationship with direct supervisor

- © Something specific about your job
ST, G, VIF © Lack of career advancement

© Pay

© Lack of career advancement

© Something specific about your job

Operations &
Support

Figure 7 Which of the following solutions will most improve employee
furnover?

Better supervision 74%

Better career
coaching

Better pay

Better on-job
fraining
Better hiring

Better benefits

Better orientation




strongest solution for improving
employee retention.

There are several possible
explanations for this. Respondents
might be indicating that whereas
exit survey data indicates employees
leave for pay and other reasons,
other anecdotal information tells
them the primary reason employees
leave is due fo their supervisors.
Another possible explanation is that
employees begin their job searches
forreasons related to supervisor
relationships and ultimately find new
jobs that pay more, and then indicate
they are leaving for higher pay.

© 8

Turnover’s Cost

Respondents were asked to estimate
the total cost of turnover for their
organizations for 2011. Most notable

is that 94% chose to not respond to
this question, likely indicating that
they either had no method to use to
estimate this cost or that they had
never considered turnover to be a
hard-dollar cost item. Another survey
guestion asked respondents to tell the
cost of turnover for each of their three
highest furnover jobs and none of the
213 respondents provided an answer.

The respondents who responded for
their organizations and their responses
covered a broad range from $5,000 to
$600,000. One participant indicated
the cost would be 250 percent of the
wages of those who left.

2012 E R TREFTHRE

Figure 8 Total cost of employee turnover :

B uncounted

[ counted

Those 94% of responding organizations
that don't know their turnover’s cost
are missing out on a great cost-saving
and revenue-producing opportunity
because placing a dollar cost on
furnover motivates executives and
those below them to improve it.

Based on the data presented here, a fair estimate is that the

Be assured that the $5,000 estimated
loss for each exit is very low for skilled
and professional workers, and each
loss might cost ten times that much.
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Figure 9A For which organizational categories do you report turnover?

Total Organization
Individual Departments
Major Divisions

Key Jobs

Top Performers

Length of Service

Managers by Name

© 9

Methods and Frequency
for Reporting Retention’s
Progress

Respondents were asked for which
organizational categories they
reported turnover and also how
often they reported turnover data. As
indicated on Figure 9A, nearly one-
third of organizations do not report
furnover for their total organizations
which implies they do not report
turnover in any way. Only 12% report
turnover by length of service which
is a strong indicator of real reasons
employees leave. And perhaps most
importantly, fewer than 10% report
turnover by supervisors’ names
which likely means supervisors

have no accountability and feel no
responsibility for improving retention.

The data reported in Figure 9B
indicates nearly 20% view turnover

28

68% [/l Report Turnover

Do not Report Turnover

70%
76%
87%
88%

1%

Figure 9B How often do you report turnover to your executives?

1%
I

5%

B Monthly
[ Quarterly
Annually
Do not report turnover

M Do not know

as relatively unimportant as they
report on it either once per year or
not at all. And the 5% that indicate
they do not report any turnover data
seems to conflict with the data in
Figure 9A which indicates a significant
percentage of respondents do not
report turnover for any of the listed
categories which represent every way
furnover can be reported.
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Retention Goals and
Accountability

20124 E R TREFFHR S

Respondents were asked how
retention goals were established
in their organizations as well as
how direct managers were held
accountable for turnover of their
feams.

The data indicates that fewer

than half of the organizations set
retention goals at any level and some
organizations set no retention goals
at all (See Figure 10A). And whereas
only 19% of first-line managers are
held accountable for retention goals,
but Figure 10B indicates very few
managers are held accountable in
meaningful ways.

© n

Employee Survey Frequency
and Effectiveness

Figure 10A How are refention goals set in your organization?

At the organizational
level only

At division or
department levels

At levels of each
first-line manager

No retention
goals are set

48%

42%

19%

Figure 10B  How are direct managers held accountable for turnover of your

feams?
By changes in their
performance rating

They are not held
accountable

By changes in
their bonuses

By removal from their positions
if turnover is consistently high

By changes
in their pay

56%

The majority of organizations conduct
an employee survey once per year
(See Figure 11A). Most indicated

these surveys are effective tools
forimproving retention although a
significant percentage of respondents
say otherwise, that surveys contribute
little or are completely ineffective (See
Figure 11B).

Figure 11A  How frequently do you conduct employee surveys?

1%

M Once each year

[ Occasionally as nee

ded

Once every two years

More than once each year

M Do not do employee surveys

M Do not know
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Figure 11B  To what degree employee surveys are effective for improving
employee retention in your organization?2

x 17

|

M Extremely Effective
[l Effective

Neither effective nor ineffective

29%

Ineffective
I Do not conduct employee surveys

M Do not know

Employee surveys
and exit interviews
provide limited

help for improving
retention. This

calls for a shift

from traditional
human resources
interventions to
those that require
both managers and
human resources to
fake on responsibility
for retention .

@ 12 Figure 12 To what degree are exit surveys effective for improving retention in

your organization?

Exit Survey Effectiveness 2%!%1%

|
Respondents were asked to what “’
degree exit surveys were effective 17%
forimproving turnover in their
organizations, the majority indicated

that exit surveys contributed no
value to their retention efforts (See
Figure 12).

56%
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M Extremely Effective

[ Effective
Neither effective nor ineffective
Ineffective

I Do not conduct employee surveys

M Do not know



PART 3 | Recommendation & Action Steps

Recommendations to Improve Employee Retention:
Apply Business-Driven Processes to Retain Employees Who
Improve Your Organization.

Employee turnover can best be solved by applying similar processes that organizations use to

achieve their most important metrics. If your organization’s most crucial metric is sales, consider
the care you use to hire and train salespeople, the coaching you do to help them succeed, the
standards to which you hold them accountable, the carefully-structured compensation you use
to drive their success, and the positive and negative consequences you provide based on their

performances.
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These are business processes, and they represent tools your company uses to lock in the

best opportunity for your most important metric’s success. Every manager in your company
complies with the requirements of these processes because your executives have instilled that
expectation.

The findings of this study, however, indicate that employee turnover is managed haphazardly,
as though the results don’t have significant bearing on real business outcomes. Improving
employee retention requires organizations to establish goals, followed by implementing tools
that become business processes, and ultimately holding managers accountable for retaining
their talent. Here are specific steps each organization should take to improve their productivity
by retaining that talent.

1 Calculate turnover’s costs in order to create a mandate for improvement.

Human Resources, Finance, and Job Subject Matter Experts should collaborate to identify
dollar costs for each key position’s exit in order to report turnover’s cost by job, by month, and
by year...as well as the dollar opportunities for improvement. The authors of this study can
recommend a comprehensive turnover costing model for use.

Establish retention goals for all turnover and for new hires, and hold
managers accountable for achieving those goals as most important KPIs.

Report turnover against goals each month for your organization, each department, and for
each first-line manager, and include the dollars lost on each line of the report. Nothing will
improve retention more profoundly than telling your managers on every level that they are
accountable for achieving retention goals and their names and performances against goals
will be included in a widely-circulated monthly report.

3Troin managers to conduct Stay Interviews with their individual employees
shortly after hire and at least once per year after.

Stay Interviews provide focus on what managers can do to retain employees longer, and they
are the strongest tools managers can use to achieve their retention goals. Stay Interviews are
more effective than employee surveys or exit interviews because they require direct, one-on-
one communications between managers and employees that lead to individual retention
plans for each employee. Stay Interviews also provide managers with their best opportunities to
build trust with their feams which is the one essential skill to retain them.

4Provide a process for managers to forecast each employee’s retention
status after each Stay Interview.
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Improving employee retention requires
organizations to establish goals, followed by
implementing fools that become business
processes, and ultimately holding managers
accountable for retaining their talent.

Ask managers to indicate if each employee will stay for at least one year, 6 fo 12 months, or
less than 6 months, and then present a retention plan to his manager for those employees
who are expected fo stay less than one year. This will provide executives with a method to
predict furnover and more importantly direct managers to take specific actions to retain their
employees.

5 Provide consequences for managers who achieve or fail to achieve their
retention goals.

Meeting retention goals should be a requirement for promotion to larger management positions
and perhaps even for full bonus rewards. Conversely, those who consistently fail to meet their
retention goals should be coached forimprovement and ultfimately removed from their role as
people managers, just as salespeople who fail to meet their goals are removed from their sales
responsibilities.

6 Supplement hiring activities by adding processes that measure whether
employees will stay.

All hiring activities should measure whether applicants can do the job, will do the job, and will
stay. But most hiring activities focus on can rather than on will or stay. Provide candidates with
realistic job previews they experience with their senses based on job factors that have led to
past turnover by exposing them fo the sights, sounds, and other job characteristics that have
caused previous employees to leave or fail. Emphasizing employee referrals has also resulted in
lower furnover. And studies in the U.S. conclude that the older employees are when they enter
a new company, the longer they stay.

As importantly, provide hiring managers with peer support or panels in order to increase the
likelihood those managers will hire qualified workers who stay. Hiring is complex skill and some
of your managers who are effective in other ways in their jobs will always struggle to make good
hiring decisions.
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PART 4 | About the Survey Sample

The survey was conducted in March through May of 2012 by the Human Resource
Excellence Center of China (HREC) and the Retention Institute, we collected 213
initial responses.

A total of industries are represented in the data with the top 5 being Equipment and
machinery, Automotive and parts, Life sciences, IT/semi-conductor/communications,
and Chemicals/petrochemicals (See Figure 13). More than half of respondents
identified themselves as Manager or Senior HR Managers (See Figure 14) and they
represent companies ranging from less than 100 to greater than 10,000 employees
(See Figure 15). Nearly 70% of represented organizations are Foreign-invested,
followed by Sino-foreign joint venture, Private-owned enterprise, and State-owned
enterprise (See Figure 16).



Figurel3 Industry:

Industry # Respondents % of total

Equipment and

. 33 15
machinery
Automotive and 28 13
parts
Life sciences 24 11
IT, semi-
conductor, and 18 8
communications
Chemicals and 16 8
pefrochemicals
FMCG 15 7
Electrics qnd 12 6
electronics
Energy and 8 4
power
Diversified
- 6 3
manufacturing
Durable
consumption 6 3
goods
Flnor.wcml 6 3
services
Construction
and building 5 2
materials
Internet and the 5 9
game
Profes§|onol 5 9
services
Enqunmenfol 4 9
science
Paper, package, 3 1
forest products
Real estate & 1
Retail and 5 1
e-commerce
Other industries
with only one 14 7

participant

20124 E R TREFFHR S

Figurel4 Yourrole in the organization :

B HR Manager &
Senior HR Manager
1 HR Specialist or Supervisor
HRVP or HR Director
for Corporate
Function or Business
Unit HR Director
M Others

Figurel5 Number of employees in Mainland China :

Less than 100
71 100 to 499

500 to 2,499
2,500 to 4,999
5,000 to 9,999
M 10,000 or more

“l\

33% m

Figure16 Ownership Structure :

1% 2%

1% B Foreign-invested,
wholly owned
[ Sino-foreign joint

venture
Private-owned
enterprise
State-owned
enterprise

Wl Ofthers
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