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k& Tackling an issue as complex

Background

China’s economy is entering a “new normal” of slower,
consumption-driven growth as a result of tempering world
demand for Chinese exports, a demographic transition
characterized by an aging population, and a slowdown in
investment growth. This transition is changing China’s
demands on its workforce and creating major employment
challenges for the country and for employers. China’s climb
up the value chain is being limited by major discrepancies
between workforce requirements and the qualifications,

skills and aptitude of China’s labor force.

On May 12, 2015, J.P. Morgan and the Asia Society Hong
Kong Center, in partnership with the Center for China and
Globalization, organized a half-day symposium entitled
“Workforce Readiness in China: Narrowing the Skills Gap
in an Evolving Economy” as a platform to discuss these
issues. At the symposium leaders from academia, industry,
and government shared their views on the existing skills
gap issues in China and future employment needs, as well
as potential solutions to bridge the gap between China’s
labor supply and demand. Distinguished guests including
Wang Xiaochu, Deputy Chairman of the National
People’s Congress’ Foreign Affairs Committee and former
Vice Minister of Human Resources and Social Security;
Fan Gang, Director of the National Economic Research
Institute and Chairman of the China Reform Foundation;
Xu Xiaoping, Founder & Managing Partner of ZhenFund
and Co-Founder of New Oriental Group; and Lu Mai,
Secretary General of the China Development Research
Foundation came together to share their views on China’s
evolving talent needs and ways to address this demand.

as this will require close
collaboration between the
government, the private
sector, and academia to
find the right solution. 79
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&£ For a country like China,
with a population of more
than 1.3 billion and a
labor force of over 800
million, the issues of
employment and human
resources development
are ones of important
strategic significance. 9%
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Summary

At the symposium, speakers and guests discussed
how China is suffering from a critical mismatch
between market needs and workforce supply and
that it is crucial that steps be taken to upgrade
the talent pool to address growing demand for
innovative entrepreneurs, high-skilled service
industry talent, individuals with global experience
and foreign language skills, and professionalized
management talent. Speakers shared their insight on
how to address these challenges, including setting
up a standardized workforce management system,
investing in advanced workforce development and
improving public services for migrant workers.

Major Employment Challenges

China No Longer Enjoys an Abundance of Labor
While China has long benefited from a demographic

dividend where the working age population far outnumbered
elderly and child dependents, demographics are changing
as China’s population ages. For the first time since the
country’s founding, China’s labor supply decreased by
3.45 million workers in 2012. This figure decreased
slightly to 2.44 million in 2013, but the trend of decrease
persisted. From 2011-2013, the number of rural migrant
workers similarly decreased by 2%.

k& We need people with technical skills,
expertise and professional education
backgrounds, but first we need to improve
peoples’ qualification and overall
abilities, so that they are equipped
with not only knowledge and skills,
but the ability to adapt to new
technologies and identify what

further training they may need. 9%
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Oversupply of University Graduates Lacking
Practical Skills

Besides the demographic changes that are leading to a
smaller workforce overall, among the existing labor supply
there is a mismatch between skills and market demands.
On one end of the spectrum, there is an acute shortage

of senior professionals and front-line technical workers.
On the other end, nearly 7.5 million graduates each year
are unable to find suitable work. Over the past ten years,
China’s tertiary education graduates increased seven-fold.
However, China isn’t quite there yet in terms of having
enough advanced jobs to appeal to these fresh graduates
with high expectations. Moreover, many graduates fall short
of the requirements for the advanced, high-skilled jobs that
do exist, due to inadequate practical skills training in the

,

existing education system.
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Insufficient Understanding of Labor Market Needs

Understanding the labor market dynamics should be the
foundation of the education system and the occupational
training industry. However, the data reflecting workforce
demands is quite limited and research into this sector is far
from sufficient. Such a lack of proper guidance in talent
cultivation has the potential to jeopardize business growth
in the long run. Analyzing the specific skills that are lacking
in the market would be
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companies to make

decisions about talent
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Barriers to Mobility Make Human Resource
Aggregation Difficult

Currently, there are 270 million rural migrant workers
working in urban cities in China. These workers make up
the majority of the population in cities like Shenzhen and
Dongguan where most of the labor supply comes from
temporary workers. These migrant workers cannot stay
permanently in their adopted urban homes as the country
does not have a social welfare system in place that would
allow them to settle down. This makes it difficult to
sustainably retain skilled workers and
leads to extra costs for talent training.
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Evolving Talent Demands

New Types of Talent Needed to Address Changing Demands

From the venture capital perspective, new money goes to new sectors
creating new job opportunities. In China, this kind of investment

is being directed mainly toward new energy, technology, media,
telecoms, big data and high-end manufacturing. As these industries
continue to attract investment as part of the “new normal,” demand
for the four types of talent will only increase:

* Entrepreneurs who contribute to innovative and emerging industries

* Service industry talent with high levels of skills, training, efficiency
and productivity

* Individuals with a high level of global consciousness and foreign
language ability to help Chinese companies expand overseas

* More professionalized management talents
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Multi-Layered Talent Pool Key to Stable Workforce

Looking at China’s needs more broadly, however, what the country
really needs in terms of workforce stability is a systemic, multi-
layered talent pool. Both traditional and emerging industries have
labor demands, and the key is having a dynamic system that allows
for the workforce to adapt quickly to changing demands.

Bob Xu Xiaoping

Founder & Managing Partner, ZhenFund;
Co-Founder, New Oriental Group

Changing Communication between Companies and
Customers Requires New Leadership

The new economy and the integration of the Internet into business
operations have redefined the relationship between companies and
customers. In this context, the adjustment cycle for dealing with
external variations is much shorter. Therefore, adequate leadership
should be capable of multiple techniques to lead cross-functional,
project-based teams, grasp business opportunities in a fast-changing
environment, and establish an organizational structure that enables
employees to take the initiative of solving problems.
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Suggested Solutions
Moving Forward

A Scientific and Standardized
Workforce Management and
Compensation System

Letting the market play a more decisive
role in human resource allocation through
facilitating a universally-regulated and flexible
labor market will help provide more equal
employment opportunities and make the
workforce supply organically more responsive
to shifting talent demands. Government
policies should strengthen the employment
market through encouraging innovation,
entrepreneurship and start-ups. Standardized
and scientific workforce assessment

tools are also crucial for enhancing the
effectiveness of workforce management.

Investment in Workforce Development

Investment in workforce development
should focus on both the cultivation of
innovative, highly-skilled talent as well as
employment-oriented occupational training
programs that directly teach practical skills
crucial to the market. This two-pronged
investment approach will help promote
a balance between advanced academic
knowledge and practical skills.

Improved Social Welfare for
Migrant Workers

Ninety percent of the 270 million migrant
workers living in urban areas do not have
specialized technical certificates. Providing
occupational training and issuing specialized
certifications at the township level could be
an effective way to increase migrant workers’
human capital. Moreover, most migrant
workers are working in temporary positions
since there is no social welfare system
allowing them to settle down in cities, which
leads to difficulties in workforce aggregation
and a huge waste in labor cultivation. To
tackle this problem, collaboration between
urban public service, urbanization and social
security systems is necessary.
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