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Contributions

14th Edition
Contributors (Members
48 German Chamber of
Commerce in China only)

By Region
Data in %
Beijin
Dalian @ @g ‘ 4.4 Shenyang
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‘4.6 Suzhou
Taicang /
Kunshan

@ Other
YRD
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By Company Size 33-5 29.5
Number of Employees.
Data in %.
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By Industry
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Definitions
14th Edition

Total Cost per Employee
Adding to the gross base salary, the total cost per employee includes on top of Actual Change from 2020 to 2021
it both the mandatory social security and housing fund contributions by the Total cost per employee increase (merit
employer plus any other extra benefits the employer is providing: increase, and market adjustments)
supplementary health insurance, life insurance, variable bonuses, sales provided in percentage by respondents.
incentives, overtime, children allowances, meal and transportation allowances,
supplementary housing funds, skill allowances, retention bonuses, etc. /’_ __________ °
/
Provided by respondents in monthly values, based on a 12-month year period /
and tax included. //
——— /
) /

Gross Base Salary

The gross base salary is the base for the calculations

of the individual income tax. It is clearly stated in the

labor contract. If yearly one-off payments (i.e. a 13th

month or a 14th month) are included in the contract, D
they are also part of the base salary. T

Expected Change from 2021 to 2022

Total cost per employee increase (merit
increase, and market adjustments)
- provided in percentage by respondents.

Provided by respondents in monthly values, based on
a 12-month year period and tax included.
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Wage Developments
At German Companies in China, in %

In July 2020, German companies in China

% Expected Wage Increase 2021
projected a wage increase of 3.79% for 2021

Effective Wage Increase 2021

=17

In July 2021, German companies in China
reported an effective wage increase of 4.30%
in 2021

Difference in
Percentage
Points (p.p.)
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Wage Developments
At German Companies in China, in %
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I Regional Wage Developments

At German Companies in China

Expected Wage Increases

2021 and 2022

In %. Average Values

I 2022 2021

* Other YRD: Other Yangtze
River Delta Area; Other
PRD: Other Pearl River
Delta Area.
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Shanghai
Suzhou
Taicang & Kunshan
Other YRD*
Beijing
Dalian
Shenyang
Tianjin
Other North
Guangzhou
SHENZHEN
Other PRD*

CHINA

3.86
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3.15

5

I
O
(0]

3.96

3.51

3.91

4.20
3.77

3.66

4.89

4.93

4.70

4.12

3.87

4.64

5.09
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3.55
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4.00

3.79

4
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Development
2022 - 2021

Difference in p.p.

1.12
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I Regional Wage Developments

At German Companies in China

Expected vs.
Effective 2021

In %. Average Values

CHINA SHENZHEN Guangzhou Other PRD
Expected
2021
. 400 475
Effective 3.79 4.30 3.88 4.3 3.55 3.65

T 2021

A A A A

Developments
2021

Difference in p.p.
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I Regional Wage Developments

At German Companies in China

2021 Total Cost per Employee (TCE)
Monthly in RMB. Median Values
/ Factor of China’s Median TCE
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- S%t{::;ceﬁn“gm:ER / * Other YRD: Other Yangtze River Delta Area; Other PRD: Other

PEEEES Pearl River Delta Area.
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SHANGHAI

RMB 21,450 /130

BEUUING

RMB 21,000 /1.28

CHINA
RMB 16,443

TIANJIN

RMB 15,593 /095

SUZHOU

RMB 15,000 /091

OTHER YRD*

RMB 14,685 /089

TAICANG

RMB 14,459 /0ss
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GUANGZHOU

RMB 13,935 /o035

DALIAN

RMB 13,650 /083

SHENZHEN

RMB 13,587 /033

OTHER PRD*

RMB 12,300 /075

@ SHENYANG

RMB 12,000 /073

OTHER NORTH

RMB 12,000 /0.73

KUNSHAN

RMB 12,000 /073
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I Wage Developments by Industry

At German Companies in China

& ¥ @ © 5 & F a -

2021 Total Cost

per Employee

(TCE) 16,443 15,800 16,000 ’ 13,000 ’ ‘ 20,943 ’ 16,383 ’ ‘ 21,850 ’ 12,750’
Monthly in RMB.

Median Values

401 5.32 554 544251 >80 >S5 4.9
2021 Effective y 473 4.86 4.88 ¥
& 2022 4.30 : 4-1 461 4.28 4.17
Expected Wage 3.78
Increases
In %. Average
Values I I I

- Q)
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5
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.% 5 CHINA Machinery / Automotive Plastic / Chemicals Consulting / Electronics Medical Consumer
L e Ind.ustrlal Metal Products Legal Services Supplies Goods
AT Equipment
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Wage Developments by Company Size

At German Companies in China

&'

2021 Total Cost per
Employee (TCE)

Monthly in RMB.

Median Values 16,443
2021 Effective &

2022 Expected

Wage Increases 4.30

In %. Average
Values
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Effective 2021

4.91

CHINA
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20,190

5.06
4.24

Less than 50
Employees

il

13,817

4.79
4.44

50 to 250
Employees
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4.73
3.95

More than 250
Employees
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I Wage Developments by Level of Seniority

At German Companies in China

2021 Total Cost per
Employee (TCE)
Monthly in RMB.
Median Values

2021 Effective &
2022 Expected
Wage Increases

In %. Average Values
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10,000

5.09

4.43

[~

Junior Professionals

Professionals from Admin., Sales,
Customer Service, Technical
Service, Purchasing, Finance, HR,
Quality Control, Engineering / R&D,
Logistics, Consultant / Project Mgr.,
IT Staff, Legal Staff

O - 3 Years Job Experience

-

15,500

4.97
. .

Mid-Level

Professionals from Admin., Sales,
Customer Service, Technical
Service, Purchasing, Finance, HR,

Quality Control, Engineering / R&D,
Logistics, Consultant / Project Mgr.,

IT Staff, Legal Staff

4 - 7 Years Job Experience

31,938

4.75
4.12

Senior Professionals

Professionals from Admin., Sales,
Customer Service, Technical
Service, Purchasing, Finance, HR,
Quality Control, Engineering / R&D,
Logistics, Consultant / Project Mgr.,
IT Staff, Legal Staff

8 or + Years Job Experience

=% PartnerForEmployers

105,000

Senior Management

Combines two positions: CEO/GM
and Deputy GM/Branch Manager
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I Wage Developments by Production Roles

At German Companies in China

2021 Total Cost - - I \

per Employee

(TCE) 7,296 8,000 10,068 16,000 35,673
Monthly in RMB.
Median Values

2021 Effective &
2022 Expected

5.24

Wage Increases 4.58 4.65 4.72 4.39 . 4.19 :
In %. Average Values )
-
Q| K
N
() o Q * w
> (&}
5 18
s 2
T L
Blue Collar Operator Shift Leader Supervisor Production /Plant Manager
Responsible for line work, Special but limited skills, Responsible for managing Project planning, overall Managing production, planning
packaging, basic assembly; operate machinery; some parts of assembly, scheduling,  production supervision, new production methods,
limited work experience work experience training new employees, resource allocation (e.g. investment and maintenance
performing limited quality overtime and material), issues
control, overviewing safety quality control
regulations
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I HR Challenges with Impact on Business Operations
High + Medium Impact, in %

Impact

|

GERMAN CHAMBER
B of Commerce in China
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53.2 53.6
Blue Collar High
Labor Staff
Shortage Turnover

6

40.6 50.2
High High

Staff Cost of
Turnover Training

63.8 74.0 83.2

Social Retaining Recruiting

Insurance / Qualified Qualified
Housing Fund Staff Staff

Highest
Impact

1

80.7 2020

Recruiting
Qualified
Staff

68.2 69.1

Social Retaining

Insurance / Qualified
Housing Fund Staff

Blue Collar Labor Shortage is the third most 72.7 78'2_.
impactful HR challenge for companies that only do E:éirc o Siiﬁ?f'fe'ﬂg

production in China (n=65).

Shortage Staff

1
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I HR Challenges with Impact on Business Operations
High + Medium Impact, in %

53.2 B 536 B 638 B 740 832 I 842
Blue Collar High Social Retaining Recruiting Rising
Labor Shortage Staff Insurance / Qualified Qualified Labor

Turnover Housing Fund Staff Staff
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B 733 73.3 B s0.0 B 933 M 933 Bl 1000
High Blue Collar Retaining Social Recruiting Rising
Cost of Labor Qualified Insurance / Qualified Labor
Training Shortage Staff Housing Fund Staff Costs

SHENZHEN
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I HR Challenges: Difficulties Recruiting Blue Collar Workers
China, and South China

CHINA Shenzhen Guangzhou Other PRD
In % In % In % In %

Shortage in Manpower at the
Current Location

Talent Competition in the
Same Industry

New Job Opportunities in the
Service Industry

Local Living Expenses Exceed
the Salary Level

Other Difficulties

E

171 111 25.0 3.8

No Difficulties
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I HR Challenges: Difficulties Recruiting Blue Collar Workers

China, and by Company Size (Number of Employees)

CHINA Less than 50 50 to 250 More than 250
In % Employees Employees Employees
In % In % In %

Shortage in Manpower at the
Current Location

Talent Competition in the
Same Industry

New Job Opportunities in the
Service Industry

Local Living Expenses Exceed
the Salary Level

Other Difficulties

No Difficulties

171 51.6

10.9

GERMAN CHAMBER
of Commerce in China

PEEEER

(-

=#PartnerForEm ployer‘

In partnership with nirect H R

Member of PAW LI K Group



= Partner ForEmponer‘

HR Challenges: Reasons Why Positions Cannot Be Filled

Major Problem + Problem, in %

CHINA Shenzhen
In % In %
High Salary Expectations 399 49 5 40.0 46.7

Insufficient Professional Skills

8. 53.0

Insufficient English Skills 17.3 51. 20.0 53

N
Ul
N
o o~
N

Not Enough Applications

Insufficient Work Experience 8.7
Company is Not Competitive Enough 7.7 33.3
Company Location 8.5 29.9

Lack of Experience at Foreign Company [l = 220/

International Travel Restrictions Due to 4.0 218

COVID-19
481 ) B Major Problem
Companies M Problem

=
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0
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I HR Challenges: Strategic Changes

Due to Rising Labor Costs

Results

In %

(-

GERMAN CHAMBER
of Commerce in China

PEEEER

M2019

75

60

45

30

15

65.5

No Strategic
Changes Planned

2020 W2021
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Plan to Increase
Automation

Relocate Relocate
Within China* Outside China*

*To lower labor cost areas
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I HR Challenges: Strategic Changes

Due to Rising Labor Costs

Results B China MShenzhen M Guangzhou EMOther PRD
2021 %
In %
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No Strateglc
Changes Planned

0.9
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Relocate Relocate
Within China™*

0

Plan to Increase
Automation

*To lower labor cost areas
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Outside China*
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2.6
4.3

Others
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Importance of Factors for Wage Negotiations
Very Important + Important, in %

Individual Negotiations
Department Wide Negotiations
Impact of COVID-19
Labor Bureau

Work Council 1.5
Collective Bargaining 15 7.9

Official Trade Union 04 7.7

. B Very Important
481 Companies B Important
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The expected average wage increase for 2022 is 4.91 percent. This projection is 1.12
percentage points (p.p.) above 2021’s projection made last year, which was highly
influenced by the impact of the COVID-19 pandemic.

Despite this uptick, the 2022 forecast further consolidates the downward trajectory in
expected salary increases that has been dominant since the survey started. This
projection is the second lowest ever recorded (after last year’s 3.79 percent).

German companies have produced a 4.30 percent effective wage growth in 2021, in
contrast with the initial projection of 3.79 percent made in 2020. German companies
eventually opted for loosening their salary increase policies, regardless of the
conservative outlook in 2020.

GERMAN CHAMBER

of Commerce in China
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The expected salary growth for 2022 is above 2021 projections across all regions,
signaling German companies across China have a more positive outlook towards 2022
than they had last year towards 2021, when the impact from the COVID-19 pandemic
on business was at its height.

In Shenzhen, after an increase of 1.22 p.p. over last year's projection, the expected
salary increase for 2022 averages 5.10 percent. It is the second largest, after
Shanghai’s 5.11 percent.

In addition, Shenzhen’s effective 4.38 percent salary increase in 2021 represents a
departure of 0.50 p.p. over its initial 3.88 percent projection.

GERMAN CHAMBER

of Commerce in China
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The median total cost per employee for German companies in China is RMB 16,443
per month. In Shenzhen, it is RMB 13,587 per month (0.83 times China’s median total
cost per employee); in Guangzhou is RMB 13,650 per month (0.85 times China’s); and
in Other PRD it is RMB 12,300 per month (0.75 times China’s).

The salary gap between the highest and lowest paying regions has narrowed down for
the third consecutive edition.

The narrowing is mostly caused by the increase of the lowest regional salary levels. In
2019 the lowest median TCE was RMB 9,800 per month, in 2021 the lowest median

TCE was RMB 12,000 per month.

GERMAN CHAMBER

of Commerce in China
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All industries are expecting wage increases in 2022 above their respective effective
wage increases in 2021.

The highest expected salary increases next year are for Medical Supplies (5.83
percent), Consulting / Legal Services (5.81 percent), and Electronics (5.80 percent).

The industries where salaries are expected to grow at the most moderate rate are
Automotive (4.51 percent), and Machinery & Industrial Equipment (4.73 percent).

GERMAN CHAMBER

of Commerce in China
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By levels of seniority, the expected increase for next year is also above the effective
increases recorded in 2021.

Junior and Mid-level professionals have seen the highest effective increases in 2021
4.43 and 4.39 percent, respectively. They are also the ones to expect the highest
increases in 2022: 5.09 and 4.97 percent, respectively.

n this edition, rising labor costs tops recruiting qualified staff as the most challenging
HR issue: 84.2 percent of participants consider it has high or medium impact on
ousiness operations.

Blue collar labor shortages, added for the first time in this edition, is the sixth most

challenging HR issue (53.2 percent); the third for companies that only do production in
China (72.7 percent).

GERMAN CHAMBER
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In Shenzhen, rising labor costs, recruiting qualified staff, and social insurance / housing
fund remain as the top HR challenges in 2021.

Blue-collar labor shortages are perceived to have high to medium impact on business
operations by 73.3 percent of surveyed companies in Shenzhen. This makes it the fifth
most challenging HR issue, together with the perceived high cost of training.

To deal with rising labor costs, one of the most common strategies for German companies in
China is to increase automation levels: 31.6 percent. In Shenzhen, 46.7 percent of the
companies plan on increasing automation; and another 6.7 percent may consider relocate to
lower labor cost areas within China.

—————————————_—————————————————————————-——————-———————-’
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To Be Continued..
With Your Questions

|
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| coNNECT

Philippa Hungar Juanjo Cardona
Project Manager Communications Marketing & Information Solutions Mgr.
German Chamber of Commerce China Direct HR
hungar.philippa@china.ahk.de j.cardona@directhr.cn
Tel.: +86 21 5081 2266 Ext. 1846 Tel.: +86 21 6010 5000 Ext.105
www.china.ahk.de/chamber www.directhr.cn
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DirectHR

SINCE 2008 YOUR TALENT Direct HR is a Top 10 Chinafocused recruitment firm serving over 1,200 foreign and Chinese clients, from multinationals to SMEs

by getting the right leadership and talent for their organizations.

RECRUITMENT SPECIALIST

IN CHINA At Direct HR our experienced consultants, market understanding, and assessment tools enable us to source the right candidates
for our clients: Chinese professionals with a balanced mix of hard and soft skills, know-how of industry best practices, international

exposure and English and/or German language ability.

Facts & Figures Practice Areas ISO 9001:2008 O\/ E R ] 2 OO C
— /

1,200+ Clients in China Engineering & Operations Certitied by the International
/% Fulfilment Rate (Retained| Sales & Marketing Certification Network (IQNET) & I_ A\/E T Q U ST
50 Recruitment Professionals Finance & Accounting the China Quality Certification
Human Resources Centre (CQC) J O' N TH

|

! »
T +86 21 60 10 5010 |
E contact@directhr.cn
W www.directhr.cn

GERMAN CHAMBER

Direct HR is an Official Survey Partner of the (- o erce I Chine
Direct HR is Member of PAW L1 K Group
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YOUR
RELIABLE

FIND
THE RIGHT
STAFF

DE Job Market
Job Fair
Recruitment

Internship
Programme

ARTNER

8355

Dual Vocational
Certificates to Date

78

Customized In-house
Trainings and
Public Courses

CE

GET

THE LATEST

TREND IN

HR DEVELOPMENT
HR Summit

HR Round Table
HR Workshop

QUALIFYING
YOUR
STAFF

+ Vocational Education Training
In-house Training
+ Consulting and Support

in VET & Higher Education

=+

Labor Market
and Salary Report
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www.china.ahk.de/chamber

Our Services Advocacy « Membership « Events« Legal « Corporate
Social Responsibility « Visa Services  Market Intelligence « Market
Entry « Market Expansion « Business Networking « Delegations
Digital & Communication

FOLLOW US ON WECHAT

=% PartnerForGrowth
North China Shanghai South & Southwest China
0601B DRC Liangmagiao Diplomatic Office Building 29/F Pingan Riverfont Financial Center 1903 Leatop Plaza

19 Dongfang East Road
Chaoyang District, Beijing 100600
+86 10 6539 6688
chamber@bj.china.ahk.de

757 Mengzi Road

Huangpu District, Shanghai 200023
+86 21 5081 2266
chamber@sh.china.ahk.de

32 Zhu Jiang East Road

Tianhe District, Guangzhou 510620
+8620 87552353
chamber@gz.china.ahk.de



