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New Radford Data Suggests the War for Talent
in China Could be Cooling Off, But Just a Little

Several of our leading workforce indicators point to a potential slowdown in the competition for
talent in China, yet, the real story is probably far more interesting and complex.

The Chinese technology sector continues to grow at a rapid pace. According to the National Bureau of Statistics
in China, overall investment in the sector grew by 15.8% in 2016, far outpacing overall GDP growth in the
country. Furthermore, as Figure 1 below illustrates, the amount of venture capital funding flowing into Chinese
startups has accelerated dramatically from 2012 to 2016, and now accounts for roughly one-fifth of global venture
capital investment. Clearly, opportunities abound in China—for entrepreneurs, investors and employees alike.

Figure 1
Venture Capital Investment in Chinese Startups

2012 2013 2014 2015 2016

$3 billion $3 billion $12 billion $26 billion $31 billion

Source: KPMG Enterprise Venture Pulse Report: Q4 2016

However, despite the very positive news cited above, new data from the Radford Global Technology Survey
suggests employees and employers in China are less bullish than outside observers might expect. As of the first
quarter of 2017, average salary increase budgets in China fell below 8.0% and voluntary turnover rates dropped
from the same time last year (but remain historically high). Furthermore, between 2012 and 2016, our last two
points of measurement, employee promotion rates in China also declined.

Before exploring why these shifts might be underway, let’s look at the data. Below, Figure 2 displays average
overall salary increase budgets, including both merit and annual pay adjustments, in China over the past six
years, followed by Figure 3, which displays average trailing 12-month turnover rates over the same six-year
timeframe. Finally, Figures 4 and 5 compare promotion practices in China to those in India, the United Kingdom
(UK) and the United States (US). In all cases, the data below reflects practices from across the entire technology
sector, including companies of various sizes and in multiple industries (e.g., animation and gaming,
communications, ecommerce, financial technology, hardware, internet, networking, semiconductors, and software
products and services, among others.)
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Figure 2
Average Overall Salary Increase Budgets in China
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Source: Radford Global Workforce Trends Reports, Q1 2012 through Q1 2017 Technology Sector Editions

Figure 3
Average Trailing 12-Month Voluntary Turnover in China
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Figure 4
Percentage of Employees Receiving a Promotion, 2012 vs. 2016

Country 2012 2016 Change
China 11.0% 9.6% v
India 12.0% 12.8%

UK 8.0% 9.0%

usS 8.7% 10.0%

Source: Radford Global Workforce Trends Reports, 2012 and 2016 Hot Topics Surveys Technology Sector Editions

Figure 5
Base Salary/Fixed Compensation Increases for Promotions (Excl. Merit), 2012 vs. 2016

Country 2012 2016 Change
China 12.0% 11.3% v
India 13.7% 12.7% v
UK 1.7% 8.4%

usS 8.0% 8.2%

Source: Radford Global Workforce Trends Reports, 2012 and 2016 Hot Topics Surveys Technology Sector Editions

What Does This All Mean?

On one hand, we encourage clients to take this information at face value. This data suggests the incredibly fierce
competition for talent in China could be easing slightly. That's the good news for employers in the country.

However, although salary increase budgets and turnover rates in China are falling, they remain very high relative
to most of the rest of the world. For example, in France, Germany, the UK and the US, average overall merit
budgets continue to hover between 3.0% and 4.0%. Similarly, average voluntary turnover rates in the same four
countries sit between 7.0% and 12.0%, all below China at 14.1%. This is the bad news.

Yet, a number for more subtle or hard-to-measure forces are likely at play here. Chief among them, the maturing
of the Chinese economy and workforce, plus improved human resources practices in the country. For example,
declining promotion rates are not necessarily a sign of fewer opportunities for upward mobility. They could just as
easily indicate that human resources teams are getting better at managing and controlling the promotion process.
Furthermore, reduced rates of turnover could be the result of improvements in corporate culture and better
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retention and recognition programs. In our view, all of the above is true, especially in a market as large and
diverse as China.

In sum, companies in China can take some solace in declining salary budgets and turnover rates, but shouldn'’t
take their foot off the gas when it comes to investing in the programs that are very likely playing a key role in
driving down overall costs and leading to improved turnover outcomes. These programs include high-potential
identification and retention, leadership development, and improved pay-for-performance and promotion practices.

Next Steps

Taken at face value, our newest workforce trends data shows the competition for talent in China’s technology
sector remains very strong, but may not be as robust as it once was. Overall, Chinese technology companies
enjoy strong levels of investment, but are increasingly cost-conscious and looking for ways to improve workforce
productivity rather than spending money lavishly to grow headcount as fast as possible to meet global demand.
Furthermore, China continues to mature from a low-cost labor source for manufacturing to a high-cost home for
leading ecommerce, internet and software companies.

These ongoing shifts place the spotlight firmly on workforce planning, people analytics and talent programs. For
example, a growing number of our clients now use the Radford Workforce Analytics platform to better
understand and benchmark the overall cost of their people in China, while also modeling out different scenarios
for the required headcounts and organizational structures needed to efficiently support growth.

On the talent side of things, as rewards budgets continue to contract in China, the need to develop compelling
employee value propositions and effective high-potential and leadership development programs will only
accelerate. Increasingly, these programs will be paramount to combating voluntary turnover.

To learn more about the data cited in this article and joining a Radford survey, please contact our team. To speak
to a member of talent and rewards consulting teams, please write to consulting@radford.com.
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About Radford

Radford delivers talent and rewards expertise to technology and life sciences companies. We empower the
world's most innovative organizations—at every stage of development—to hire, retain and engage the amazing
people they need to create amazing things. Today, our surveys provide in-depth rewards insights in 80-plus
countries to more than 3,000 client organizations, and our consultants work with hundreds of firms annually to
design talent and rewards programs for boards of directors, executives, employees and sales professionals.
Radford is part of Aon Hewitt, a business unit of Aon plc (NYSE: AON). For more information, please visit
radford.aon.com.

About Aon Hewitt

Aon Hewitt empowers organizations and individuals to secure a better future through innovative human capital
solutions. We advise, design and execute a wide range of solutions that enable our clients’ success. Our teams of
experts help clients achieve sustainable performance through an engaged and productive workforce; navigate the
risks and opportunities to optimize financial security; redefine health solutions for greater choice, affordability and
wellbeing; and help their people make smart decisions on managing work and life events. Aon Hewitt is the global
leader in human resource solutions, with nearly 34,000 professionals in 90 countries serving more than 20,000
clients worldwide across 100+ solutions. For more information on Aon Hewitt, please visit aonhewitt.com.

This article provides general information for reference purposes only. Readers should not use this article as a replacement for legal,
tax, accounting or consulting advice that is specific to the facts and circumstances of their business. We encourage readers to consult
with appropriate advisors before acting on any of the information contained in this article.

The contents of this article may not be reused, reprinted or redistributed without the expressed written consent of Radford. To use
information in this article, please write to our team.

© 2017 Aon plc. All rights reserved
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