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A Dynamic Market 

Therefore, to remain competitive in such a 

dynamic arena, MNCs in China must radically 

rethink their human resources (HR) strategies 

and respond to these conditions with an inno-

vative, multifaceted strategy for acquiring and 

retaining the best local talent for senior-level 

management positions. 

 

 

Old-school HR tactics, such as offering attrac-

tive compensation packages, remain important; 

but the savvy MNCs are realizing that an em-

phasis on “softer,” less tangible aspects of em-

ployment, such as corporate culture and career 

development, also are critical for capturing and 

keeping their highly valuable, talented employ-

ees.   

Shift Toward Localization 
Over the past three decades, Stanton Chase International (SCI) (www.stantonchase.com) has 

seen staffing strategies among MNCs in China shift away from the traditional, ethnocentric 

mindset, where parent-country nationals filled all key management positions, toward an in-

creasing emphasis on localization. Nearly two-thirds (60%) of MNCs in China responding to a 

recent survey conducted by Aon Hewitt reported they had replaced or were planning to re-

place their expatriate managers with local Chinese candidates.  

By Mickey Matthews 
Vice Chairman, Practice Groups 
Stanton Chase International  

Multinational corporations (MNCs) face a multitude of challenges in their effort to 
achieve and maintain a leadership position in overseas markets. In the case of 
China, an evolving, “next stage” market where overall economic growth remains 
strong (about 7.5%) but is leveling off, adopting a successful leadership retention 
strategy has become the top priority.  

“RETENTION  OF  LE ADER S I N  CHINA”   

The labor market in China today is fueled by a number of factors, including:  

 

 increased demand for local managers, 

 limited supply of qualified talent, 

 rising compensation levels, 

 a hyper-competitive recruiting environment, and 

 high turnover rates among top managers. 



A primary cause for this shift may be 

the increase in the pool of available 

managers, as the number of Chinese 

college graduates has risen over the 

past two decades — some estimates 

are as high as 8-10 million per year. 

A degree does not guarantee suffi-

cient skills, indeed: a McKinsey Glob-

al Institute study indicates that fewer 

than 10% of these grads possess the 

managerial skill set required by most 

MNCs. Therefore, with a limited 

supply of experienced managerial 

leaders, demand among MNCs has 

reached an all-time high.  

 

Another factor contributing to the 

shift toward localization may be the 

growing disparity between the cost 

of annual salaries for foreign manag-

ers, which can range between 

$350,000 - $500,000, and that for 

local Chinese managers, whose sala-

ries rarely top out beyond $80,000. 

Complicating matters, says Ivo Hahn, 

Managing Director-China, Stanton 

Chase International, is the fact that 

some companies offer selected ben-

efits to “expatriate” Chinese nation-

als returning from overseas, or to 

Chinese born in other Asian coun-

tries, while Western candidates 

often accept “localized terms,” 

especially if they marry into or 

otherwise intend to remain in 

China.  

“The result is that top local 
candidates are often better 

paid – and more expensive – 
than ‘localized’ Western can-

didates,” says Hahn. 

Shift Toward Localization 
(continued) 

High Turnover Rate 
Not surprising, the turnover rate of managers at MNCs in China has become intense — about 
25% above the global average. Several trends are influencing the change:  

 inter-company competition in the region, with a majority of 
senior-level managers (70% or more) reportedly leaving or plan-
ning to leave their current employer;  

 competition among MNCs willing to offer a high salary to attract 
mid- to senior-level managers away from their rivals; and  

 the threat from local Chinese companies growing in size and 
scope and in need of talented top-level executives.   

Consequently, a company’s ability to hold onto key employees may be as important as its strategy for finding them. Or, as 
authors Xiaowen Tian, Michael Harvey, and John W. Slocum point out in an article published in a recent issue of Organizational 
Dynamics, retaining local talent has become “the major challenge [MNC]s must address to survive and succeed in the booming 
Chinese market.” (1) 



Based on discussions with our partners and clients doing business in Asia, Stanton 

Chase has identified several major trends that, considered together as a whole, will 

provide companies with the best practices for formulating an effective leadership 

retention strategy.  

Emerging Trends 

Offering an attractive and competi-
tive salary package is the price of 
entry for MNCs seeking to lure tal-
ented local employees in any mar-
ket. This is especially true in China, 
where the cost disparity between 
qualified and unqualified candidates 
remains high. Therefore, a success-
ful management recruitment and 
retention plan should consist of 
several elements, in addition to 
financial incentives. 
 
“Companies generally try using 
salary increases, bonuses, and other 
benefits to retain managers,” but 
that may not be enough, says Pat-
rick Custer, a Managing Partner 
with Venture Pacific Group. “A re-
tention plan should consist of three 
elements: culture, respect, and 

rewards (cash and other benefits), 
in that order.” 
Successful MNCs also should put a 
premium on training and other 
opportunities, says Clark R. Hale, 
President of Hayward Industries. He 
says his firm’s approach to 
attracting and retaining senior em-
ployees focuses on a combination 
of financial incentives and career 
development. 
 
“We continually think about how 
we can grow the skills of our leader-
ship team,” he says. “We challenge 
them to develop skills beyond what 
has lead to our current state of 
operations. [Also, since] money 
does matter, we've put in place 
retention bonuses for our leader-
ship staff.” 

  Compensation & Training 

Personal preferences also should 
play a role in matters of retention. 
A company’s location or reputa-
tion, for instance, can influence a 
person’s decision to stay with or 
leave an employer. 
 
“The most talented employees in 
China generally prefer to work in 
first-tier cities, such as Beijing and 
Shanghai, which offer higher sala-
ries and more and better career 

opportunities than second- or third
-tier cities,” says Stanton Chase’s 
Hahn. He adds that Chinese candi-
dates, even if they were educated 
overseas, tend to have a clear pref-
erence for well-known companies 
and brands: “In their perception, 
working for a famous company 
increases their market value and 
career opportunities.”  

  Culture & Style 
Another critical factor for MNCs 
to consider when seeking to re-
tain valuable management em-
ployees is a company’s culture 
and management style — how it 
communicates to its employees 
about future business plans, for 
example, or if it makes employees 
feel their work is meaningful.  
 
“From management expertise to 
behavior – [success] all stems 
from a strong home company 
culture and strong leadership to 
consistently communicate what is 
acceptable,” comments Jim Fan-
ning, Senior Vice President, Dal-
Tile Corporation. “Left unclear, 
Chinese will naturally revert to 
their cultural norms.” 
 
There are several forms of culture 
to consider, says Custer of Ven-
ture Pacific Group. “The Chinese 

place much more emphasis on 
personal work relationships, in-
cluding one’s superiors, than do 
most Western companies. And 
organizational culture, traditional-
ly driven by leadership in the form 
of a published list of values is 
important, too. Companies need 
to make both forms of culture a 
top priority to retain the best 
managers in China.” 
 
One survey conducted in 2012 
indicated that the most-valued 
aspects of corporate culture for 
managers in China included a 
clear vision of where the company 
is going; the employee make-up 
of the company; its unique set of 
values that are lived up to by all; a 
company-wide belief in fairness 
and promotion on merit; and 
admired leadership. 

  Location & Brand 

  Values & Integrity 
MNCs must also consider personal 
ethics when assessing candidates 
for positions of senior leadership 
in China — almost as much as the 
leadership skills themselves. 
 
“Given the importance of 
‘guangxi’ in Chinese business cul-
ture, a concept based on develop-
ing and nurturing relationships by 
exchanging favors and gifts, integ-
rity must be considered a key 
selection criteria,” says Hahn. “In 
fact, MNCs must understand the 
similarities and differences in 

what defines integrity. For exam-
ple, the concept of a ‘win-win’ 
makes no sense to the Chinese — 
to them there can only be one 
winner.” 
 
There’s also an “immediacy” fac-
tor to consider, similar to the 
“entitlement” issue often dis-
cussed in HR circles in the US, 
adds Fanning of Dal-Tile Corpora-
tion. “Young to mid-career execu-
tives have a strong desire for 
growth and visibility, and this 
drives their behavior.” 
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Conclusion 
A Western company’s chances for success when entering a foreign market is dependent on a number factors, including its HR management practices. 
But to remain competitive and a leader in an evolving and maturing market like China, MNCs must incorporate a mix of solutions — from competitive 
salaries and benefits, to skills and career development plans, to an understanding of traditional Chinese values, to a progressive and forward thinking 
corporate culture — to ensure that the most talented employees want to stay and to work productively. 


