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Introduction
“The emergence of China onto the world scene would be the economic event of our lifetime. I don’t want to miss it.”

Michael Watkins

The Problem

China is facing a critical shortage of experienced, highly skilled managers. The numbers are astounding. The country has some 25,000 state companies, 4.3 million private firms, and massive industrial overcapacity. But it has too few experienced managers for even the elite firms.

According to estimates published by the consulting firm of McKinsey & Co., China will require 75,000 top-level executives with global experience by 2010. Without them, the future is uncertain. Currently, McKinsey estimates, there are only 3,000 to 5,000 such men and women in China. When the hiring needs of multinationals doing business in China are added on top of those numbers, the demand for executive talent in the country is vast.

The leadership gap could become a serious bottleneck for China's raging economy, as foreign companies pour into the market and compete for world-savvy talent with Chinese firms seeking to expand abroad. Referring to companies in China, Zhang Weiying, dean of the Guanghua School of Management at Beijing University stated - "if they don't have professional management training, they don't survive."

More importantly, global companies based in developing countries look much like their developed-world counterparts. They want to manage their employees with similar policies and pay practices. In this world of sameness, differentiating the employment brand requires a new focus on training and career development.

The Implications for Having the Problem Solved

If this problem is not solved, it will seriously impede China’s ability to compete long-term in the world marketplace with Russia, India, Korea and Eastern European companies. The value of getting and keeping the right managerial talent in China to establish and scale a business can be measured in the billions of dollars. If one were to attempt to attach a dollar value to the loss of timing, market share and global positioning, it would easily be in the hundreds of billions of dollars!

China is on track to overtake the United States as the world’s largest economy by mid-century. At a more actionable level, the real news is that the middle class in China has the potential to grow by approximately 120 million people in the next five years. That means that a new group of people equal to 40% of the entire U.S. population soon will have the disposable income to spend on everything from razor blades and cars to computers and medicines.

The promise of great domestic demand has made China the market of choice for multi-nationals seeking revenue and profit growth opportunities over the next decade. The looming shortage of home-grown talent has serious implications for the multinationals now in China and for the growing number of Chinese companies with global ambitions. Twenty-five years into China's transformation into a market economy, the nation faces a critical shortage of well-trained managers. After two decades of explosive economic growth, many Chinese managers run regional or national companies, yet they lack the sophisticated skills they need to compete effectively.

While the governments of Japan and South Korea walled off their home turf from outsiders as they groomed their giants-to-be, China's borders are much more open to foreign competition. That, plus a cutthroat domestic market where thousands of rivals cut prices relentlessly, means Chinese companies often venture abroad not from a position of strength but of weakness. And lessons learned in China don't always translate abroad. "The management tools Chinese companies used to become the world's leading factory are not the same as those they will need to lead global innovation," says Darrell Rigby, a partner at consultant Bain & Co. That's one reason Lenovo insisted that IBM execs stay on board after it acquired Big Blue's PC business.

The Solution

In the last century American companies hungered for knowledge concerning the business operations and organizational challenges related to expansion across a regionally diverse European continent. Today Chinese companies hunger for skills and the management experience required to ensure success globally. Hence Lenovo’s acquisition of IBM’s personal computer business, a deal which some have characterized as a kind of global swap, wherein IBM outsources its PC business to Lenovo and the Chinese tech firm outsources its management and sales to IBM. In short, the deal grants Lenovo access to skills and management experience that doesn’t exist locally.

When viewed at the macro level, the talent challenge facing China cannot be met by simply acquiring talent. Companies within China will have to learn to develop and retain their own management and leadership talent. This is the only way that multi-national and domestic Chinese companies can guarantee their future success. A company depends on the efforts of its’ employees. Their leaders must be capable of inspiring great performance, not just today but in the long term. As such, it makes sense to guarantee their own supply of managers and leaders before the market dries up.

China simply can't continue to support such high demand for talent indefinitely. Companies need to focus their efforts on developing employees across all levels of their organization, of course, but leadership talent must be considered a top priority if they are to build a sustainable business in the country. Creating differentiation to attract and retain top managerial talent is now not only a challenge in China, but a global challenge.

The solution? The Guild Associates – China product and services offering.

The Guild Associates – China Value Proposition

The Guild Associates – China management consulting practice will feature experienced Chinese business professionals that have western business skills and a more intimate understanding of the complexities of operating in China. The individuals will be working with experienced western business professionals to deliver products and services to our clients. As a result, our firm will be able to work with our clients to explore the dichotomy of eastern and western management philosophies, leadership styles and business practices.

Multinational firms in China will have to use intangibles to create differentiation and retain talent. The first task is to remain competitive and holistic in their compensation structures, but close behind is the fact that firms will need to reinforce other retention vehicles such as training, work environment and career pathing. Those are the differentials that will help client firms stay “sticky.”

"Retention of skilled workers is on every company's mind now in China," says Dayton Ogden, chairman of recruitment firm Spencer Stuart Management consultants. "You have to make your company a place where people want to stay." Demand for experienced managers is very high in a market where supply is limited because of fast-paced growth.

Guild Associates – China will provide our client companies with the opportunity to provide the training and coaching that studies indicate is the most effective tool for attracting and retaining the “best talent” – the 30% of the workforce that a company categorizes as critical talent. Chinese clients use every consulting engagement as a way of training their own people. An engagement is really both about strategy and about training the local team, which means that Guild Associates resources not only have to be good consultants, but also good teachers, good trainers, good mentors — that’s the difference in China, and we are prepared for that.

Target Market

Today, the country of China has a dearth of senior-level talent who possess who Western business skills and a more intimate understanding of the complexities of operating in China. Across all industries in China, the demand within multinational corporations for experienced managers is very high in a market where supply is limited because of fast-paced growth.

There are several possible target markets for Guild Associates – China. It will be difficult to settle on one or more of the potential markets without first visiting Beijing and joining with our partner in China to meet with, e.g., the U.S.-China Aviation Cooperation Program (ACP), the: American Chamber of Commerce – China (AmCham- China), General Administration of Civil Aviation of China (CAAC),  and talking with other businesses there.

Potential Targets
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The Wright Brothers Partnership U.S.-China Aviation Cooperation Program (ACP) was created to provide training for Chinese aviation professionals, both in China and in the United States. ACP also promotes aviation industry-wide cooperation between the U.S. and China, helping Chinese aviation experts to develop and operate safe efficient aviation infrastructure. Membership includes the following companies and organizations –

· Boeing

· Federal Aviation Administration (FAA)
· GE

· Honeywell

· Lockheed Martin
· MITRE

· Parker Aerospace

· Pratt Whitney

· Rockwell Collins

Target Market
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The American Chamber of Commerce – People’s Republic of China (AmCham- China) has several very important Forums that align with the Guild Associates – China product/services offering -

Education and Training Forum

The Education & Training forum offers AmCham-China members with an interest in these areas an opportunity to meet on a regular basis to discuss industry developments and issues, and to write an annual white paper summarizing the state of the industry and challenges ahead. Forum Chair: Nandani Lynton, Thunderbird.

Aerospace Forum

Forum Chair: Martin Linn, Rockwell Collins. Human Resources Forum

The forum's goals are to sponsor HR programs and events, draft a white paper, provide networking and information sharing opportunities, and facilitate meeting with government agencies on key HR issues. Forum Co-Chairs: Frank Gallo, President, Calypso Consulting Susan Derkach, Jim Leininger, Office Practice Leader, Watson Wyatt Worldwide.

SME Forum

The SME Forum was established in January 2006 with the express purpose to provide opportunities for members from small-and medium-sized firms to meet and exchange ideas and information. Forum Co-Chairs: Changlin Wu, Texas American Resources - Asia, Inc., Ruay Ho, IPFortune LLC.

In addition to the previously listed ACP corporations, the AmCham- China membership includes –

· Caterpillar

· Federal Express

· PriceWaterhouseCoopers

· Proctor and Gamle

· Raytheon

· Sikorsky

· United Airlines
· UPS

Target Market

[image: image6.png]Su B R A SRR

CAAC

ICAAC General{ Adrm





China’s civil aviation sector is expected to grow more than 8% per year in the coming years, particularly attributable to preparations for the 2008 Olympic Games and the nation’s increasingly high profile in international trade and tourism.

The General Administration of Civil Aviation of China (CAAC) and Aerospace community represents a tremendous opportunity. Building upon the work that was done by the U.S. Trade and Development Agency (USTDA) and the U.S./China aviation cooperative program (ACP), Guild Associates – China may continue to provide management and leadership training to CAAC management personnel.

Size of the Target Market

The current plan is to limiting the thrust of our marketing to multinational corporations in China. An extremely conservative estimate of the market for training and development services for multinational corporate management personnel in China $45-50 US million per year. AmCham-China represents U.S. companies and individuals doing business in China, and will serve as our primary marketing target. Its’ membership comprises more than 900 companies with an estimated 180-200 thousand employees.

Assumptions:
· Corporations in our target market have between 180,000 and 200,000 employees.

· 25% of employees within the corporations are management/ leadership personnel – which represents 45,000 to 50,000 employees.
· Multinational corporations will be willing to spend $2,000 US per year on the training and development of managers and leaders.

Forecast

Prior to detailed discussions with our partner in China, Guild Associates is establishing tentative revenue goals for Year 1 of $500,000 US. Those may be modified based upon his feedback.

To reach that modest goal, we need to secure approximately 10 clients with an average engagement value of $50,000 US.

For Years 1-3, we plan to build our pipeline through the “warm” introductions provided by our membership and involvement with AmCham – China and our interaction with ACP companies.

Strategy

Our primary strategy will be establish Guild Associates – China as one of the pioneering firms in providing organizational and employee development services to multinational companies doing business in China. We may further segment this strategy by specifically targeting our efforts to Beijing and the Northeastern provinces.

Our key will be to establish Guild Associates name recognition amongst AmCham – China companies. This will create a “flywheel effect” that will enable us to maintain a reasonable market share in an extremely high growth environment. According to figures released by the Ministry of Foreign Trade and Economic Cooperation (MOFTEC), over 2,000 new foreign invested enterprises are establishing businesses each month in China.

We will delay finalizing a strategy until further discussion with our China partner and the return trip from China the last week of July 2006. One approach that may be viable for “kick-starting” the China practice would be to concentrate on training and development –

Cooperative training programs –
ACP and/or AmCham – China training cooperatives would enable multiple companies to come together and gain economies of scale for paying for training space, training content, Facilitators, meals, etc. It would also enable participants to get a broader view of how business is carried out across industries.

Public seminars –
Guild Associates would schedule 4-hour seminars in facilities at strategic locations. We would advertise the seminar schedule heavily among AmCham – China companies, but keep it open to the general public as well. We would charge an upfront flat fee per participant, and we would cancel a seminar if we did not receive the minimum number of paid registrations.

Strategy

Private seminars –
Guild Associates would always entertain the development and delivery of training for individual companies or groups of companies.

Coaching –
Follow on coaching is a value added services that we must offer with each form of training engagement.

Product Offering

To address the developmental needs of business professionals in China, Guild Associates – China is prepared to offer the following general products and services: General management, Human resources management, Financial management, Marketing management, and Executive/Sr. management Coaching and Mentoring.
General management – including corporate and business strategy, business process re-engineering and change management.

Human resources management - including, salary survey, job evaluation and pay scale assessment, workforce planning and development, performance management, management training and development, leadership training and development.

Financial management - including analysis of capital investment proposal, development of accounting and budgetary control system, and business valuations.

Marketing management – including formulation of marketing strategy and customer service and pricing policies.

Executive/ Sr. Management Coaching and Mentoring

The Guild Associates - China Renaissance Program

This is an exciting time in China with some of the best career opportunities in the world now available within the country. However, for foreign companies looking to attract workers, the battle for employee talent will be tougher than at any time in China’s history and companies that can easily explain to and convince potential candidates and current employees why their company is a great place to work will have the upper advantage. The Guild Associates – China Renaissance Program can provide foreign enterprises (both large and small) with the necessary training, tools and coaching to ensure that they are able to attract and retain the right talent in China.

Product Offering


The Guild Associates – China Renaissance Program will address all of these very important topics:

Employee Orientation and Integration - The orientation and integration of a newly hired employee into the company is very important but one of the most overlooked aspects of the talent management process. Orientation is the process by which a new employee learns about the work organization and his or her job and integration is the next step in that process in which the employee becomes part of the organization.

Career Planning and Development - Another important component in effective talent management is providing career planning and development opportunities for employees. The role of career planning is to align the career goals and aspirations of employees to those of the organization and company. This is achieved through establishing polices and procedures that can help employees identify their career goals and aspirations and then through a “self-directed” process understand what steps they need to take to better themselves to achieve their career objectives.

Employee Relations and Motivation - Establishing and maintaining good employee relations and high workforce motivation is crucial for any operation. If handled successfully, it should result in greater efficiency within the company, better job performance of the employees as well as a reduction in overall labor problems and turnover. Dissatisfaction with a job or company may surface in the form of absenteeism, inefficiency, and labor turnover, poor productivity and other symptoms and problems areas. Among the means of encouraging good labor relations and motivation are factors such as providing timely feedback on job performance, counseling employees on career aspirations and development opportunities, establishing good benefit programs and making sure that the compensation is fair and equitable for the work and contributions to the company.

Performance Management - Performance management ensures that employee expectations, productivity and overall performance directly contribute to the achievement of the required business objectives of the company. This process goes far beyond just an employee appraisal – it is more of a holistic approach and process that can help a company to achieve its long-term objectives by aligning the goals, productivity and outcome of the entire workforce to those of the organization.

Product Offering

Training and Development - Studies of the most successful and “most admired” foreign companies in China indicate that those organization that provide training and development programs for their workforce tend to financially outperform their competition. Other studies focusing on employees in China have indicated that a company’s commitment to provide continuous training and development opportunities is a factor in choice of employment, that it improves employee retention, and that it is also associated with higher job and company satisfaction.

Transfer and Promotions - Allowing employees to change jobs in order to develop additional skills and responsibilities as well as to grow themselves helps to maintain good labor relations and is less costly that the recruitment of outside talent. Local employees in cities such as Beijing, Shanghai, Guangzhou and other locations have very high expectations of employers (especially FIE’s). So in order to retain and motivate such talent, companies should have a process in which employees can actively seek out new job opportunities within the company and can transfer if they meet the qualifications of the job. In addition, a regular review process to evaluate employees “promotability” should be established. The promotion process should look to determine whether the employee has met the requirements of their current position; whether they are capable of taking on increased responsibilities and whether they display the appropriate behaviors necessary to move up within the organization.

Compensation and Benefit Programs - Compensation, when used wisely can be a powerful tool in attracting, motivating and rewarding employees to deliver results in line with the company’s objectives. However, compensation cannot make up for failure to implement or embrace many of the other elements of talent management as previously describe. Compensation strategies must compliment the overall talent management program to have its intended and maximum effect of the workforce. As for benefits programs, depending on the type of company being established, this portion can add up as much as 50-70% of an employee’s total compensation package and thus can become a critical motivator. Social benefits consist of China government-mandated payments into the government-run social insurance funds that currently include pension, medical insurance, unemployment insurance, work injury insurance, maternity insurance and housing.

Product Offering

Talent Management – Foreign Companies Cannot Afford NOT To Practice It! The right people for any business can provide a competitive advantage and therefore foreign enterprises operating in China need to be able to start managing their recruitment, develop and retention programs managing as they would any other business process. Thus, the entire process of talent management can help to maximize the company’s business strategy and is a process that cannot be overlooked nor neglected for any enterprise, large or small that wants to optimize its chances for success in the China market.

Coaching - Research indicates that when training is combined with coaching, individuals increase their productivity by an average of 88%, as compared to 22% with training alone. The hallmark of the Guild Associates Renaissance program is highly effective coaching support. We become a trusted partner in the pursuit of performance excellence with our client organizations.

Guild Associates - China

Product Offering

Instructor-led Training

Guild Associates – China will basically use current western business standards to serve as the “backbone” of the curricula, and then inject “Chinese characteristics” in order to provide participants with the ability to deal with being a multinational entity in the socialist market economy of China.

Is will be our goal is not only to teach current good Chinese practices, but also to help participants develop new ways to improve management and leadership under Chinese circumstances. Our vocational training will be just as vibrant and entrepreneurial as China’s private and multinational enterprises.

The following management training and development and leadership training and development curriculum are delivered in segments ranging from 4 hour (1/2 day) to 16 hour (2 day) sessions:

Management Training and Development Curriculum

· Business Ethics

· Change Management

· Coaching & Mentoring Skills

· Communication Skills

· Conflict Management Skills

· Competency-based Interviewing

· Correcting Poor Performance

· Entrepreneurship

· Listening Skills

· Project Management

· Team Building Skills

· Time Management Skills

Leadership Training and Development Curriculum

· Managers as Leaders

· Leadership Foundations

· Senior Leadership

· E-Learning

Product Offering

We distinguish between training and education. Education is generally measured by tenure: the participant spent a day in the seminar or four years in college. Training, on the other hand, is measured by what the participant is able to do when they've completed it.

Think of it this way. If your sixteen year-old daughter told you that she was going to take a sex education course at high school, you might be pleased. What if she announced she was going to take part in some sex training at school? Would that elicit the same response? Training is doing. Training improves performance.

Education, on the other hand, seeks to have the student learn skills and to understand why actions are taken or not. That means the student must learn to observe, analyze and question, to formulate hypotheses and make conclusions and then to act, live and modify their actions according to these conclusions. Furthermore, the educator may accommodate individual talents in students and even encourage competition between students. Such learning is an active process. However, all education must include training especially in the acquisition of factual information.

The vocational training delivered by Guild Associates – China facilitators will emphasize creativity, risk-taking and entrepreneurialism much like we did in April for the Executive Management Development and Training (EMDT) program participants from CAAC. According to Joy Chen at Heidrick & Struggles, firms must be willing to innovate and take risks as never before in the management of human capital in China. Traditional approaches that have proven successful elsewhere may not result in a company achieving sustainable competitive advantage in China talent markets. Those companies that innovate and try programs, tactics and communications that have not been utilized elsewhere are more likely to emerge as winners.

Product Offering

Instructor-led Education

Our courses enable students to master foundation skills, learn fundamental management functions, and understand how different management functions integrate into social, economic, and political environments. These courses firmly ground students in basic management disciplines and enable them to progress from a common knowledge base.

We believe that a general management education provides the strong foundation, perspective, and balance necessary to lead effectively. As a result, students will receive an excellent education built on an enduring foundation of analytical frameworks and social sciences. We focus on general management disciplines—accounting, finance, human resource management, management information systems, marketing, operations, and strategy—with special emphasis on understanding functional interrelationships.

Researchers from the World Bank, Europe and Asia region, Development Research Center of the State Council [China] and the United Kingdom Department for International Development (DFID) suggests that much of China’s current education system can still best be described as “passive” – one that does not foster creativity, risk-taking and entrepreneurialism. The Guild Associates – China presentation of our general management education curriculum will be described as anything but “passive.”

The following general management education curriculum is delivered through courses ranging from 16 hours (2 day) to 48 hours (6 day) in length. They are typically administered over one to three Friday/Saturday seminars.

General Management Education

· Financial Accounting

· Managerial Accounting

· Corporate Finance

· Marketing Management

· Managerial Economics

· Quantitative Analysis

· Ethics

· Operations Management

· Management Information Systems

· Strategy

· Organizational Behavior

· Human Resource Management

· Entrepreneurship

Product Offering

eLearning

Unlike in the U.S., where electronic (or online) MBA programs (EMBA) draw mostly midlevel up-and-coming managers, EMBA slots in China go to the nation's most senior executives. Over 60% of the 550 students in the China Europe International Business School (CEIBS) EMBA program are chief executives, chairmen, or presidents of their companies. Part of the draw is a chance to learn Western techniques they can put to immediate use at their own companies. But students also use EMBA classes to negotiate business deals, hire talent, and even form new companies.

With many Chinese companies facing down global giants for the first time, businesses are sending executives to EMBA programs by the truckload and giving them free rein to put what they learn to use. Even state-owned companies are getting into the act. Four executives from Jilin Grain Group, an import-export company, attend the University of Iowa program, and one of them used what he learned to overhaul Jilin's employee incentives.

Students say Western management techniques will help Chinese companies compete against better-managed rivals. "Ten years ago the gap between Chinese companies and multinationals was huge," says Alan Wang, a CEIBS EMBA student in Shanghai and an executive at one of China's biggest ice-cream makers. "Now everyone in China is aware of how important an MBA education is, and we're quickly filling that space." There is a niche for just-in-time vocational training on the web in China, and Guild Associates will participate in filling that niche.

Basically we will eventually mirror the titles from our instructor-led curriculum online, and provider virtual coaching support as an additional value-added offering.

Supporting Information

· Oct. 31, 2005 issue - Chief executive Li Hsu had a problem. The head of Fiberxon, a California manufacturer of components for communications networks, spent three months searching for a vice president of his main operations, which are in China. He finally landed one—who left three months later for a better offer. For another top job, Hsu poached a candidate from one of his vendors in Taiwan. In China, he says, it's easy to find weak recruits, but topnotch talent? That's tough—very tough.

The shortage of good managers means that poaching is rife. To promote loyalty, L'Oreal cosmetics has given almost all of its 7,000 jobs in China to local Chinese. It has moved its Asian training center from Singapore to Shanghai and started a mentoring program to drive home the message that Chinese managers have a bright future with the company. "These people are very requested in the market, so we have to pay attention, we have to develop their careers," says L'Oreal China president Paolo Gasparrini. "There is no other country in the world where so many companies are entering the market every year."
· According to Mark Pearson, head of AXA Asia Pacific Holding “There’s a generation of managers missing in China. When we and other companies go in [to China], we’re trying to recruit and train up as fast as we can.”

AXA is not alone. Asked their concerns about building business in China, multi-national CEOs consistently rank human capital as the number one constraint, outstripping all other factors such as competition, regulation, or political or financial risks. While overall attrition rates across Asia rose to over 12% in 2004, Heidrick & Struggles clients indicate that turnover among managers in China may now be 20% per year or higher. This level of managerial “churn” threatens to undermine the effectiveness of all their business plans.

· Despite their best efforts, demand for business leadership among foreign companies in China continues to outstrip supply. Says Carole Surface, Chief Personnel Officer for PepsiCo’s Asia Region, the shallow talent pool of individuals who possess the “multi-national mindset” has sparked enormous competition among companies in China.

· A few multi-nationals have begun to augment recruiting efforts with broader talent management programs to increase the speed of career development and improve retention. “Chinese employees want to advance themselves” observes David Wang, President of Boeing-China. If you provide tailored opportunities for them to advance, you’ll get very ‘sticky’.”

Michael Watkins

Phone: (303) 433-6305

Fax: (303) 433-6320

Email: michael-watkins@guildassocs.com
1400 Folsom Street, Suite 202 Boulder, Colorado 80302
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