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What's going on Out There ?
Trends and Innovations in Rewards Management

"Globalization" is not just a word anymore. It is now a "normal” activity of US
HR professionals to support a multi-national workforce and/or to take
direction from owners / executives who are from non-US cultures.

Outsourcing has changed the nature of management. The manager who 5
years ago supervised 2 or 3 units of computer programmers or claims
adjusters or HR staff, NOW manages a mix of employees, contractors who
work for an outsourcing firm -- managing to a service level agreement and
dealing with vendor managers -- and singleton independent contractors

The Broadbanding pendulum has swung back. Market reference points
provide insufficient ‘career trajectory.” Some form of leveling criteria is now
common in broad banded pay programs

Job evaluation has come back to the USA, primarily due globalization and,
to a lesser extent, employee frustration with market reference point
broadbanding

Currency exchange used to be a low-
profile, passively managed aspect of compensation management. The
incredibly weak dollar is making currency differences a high profile issue for
employees and companies

A perfect storm of baby boomer aging,
defunct DB plans, inadequate DC plans and weak market performance will
make employers the target of legal mandates for employer-provided
healthcare and retirement

Innovations

Mass Customization of
employee rewards providing
employees the opportunity to
trade salary for incentive, "buy"
enhanced lifestyle benefits etc

Online job design/employment
requisition systems that allow a
manager to design a job, get it
evaluated, and produce a
hiring specification in real time

Use of GPS and other sensing
and telemetry technology to
monitor and track employee
behavior and performance

Incentives to shape workforce
physical characteristics e.g.
health premium incentives to
quit smoking, lose weight;
Additional vacation days per
pint of donated blood




PAY MATTERS




. (Despite what you may have heard)
Financial Rewards have the greatest potential to create...and to destroy ...
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Source: 330 HR interventions that impacted productivity 1975-1985, Richard A. Guzzo et al, University of Maryland (updated 1996 by Mercer).




When is the answer “Just pay MORE "?
Decision rules for targeting pay levels

Strategic role of talent
in the business

HOT:

Conditions that suggest HIGHER salary

Talent retention is mission-critical, e.g., success
depends upon employees with competencies
UNIQUE to his organization

NOT
Conditions that allow LOWER salary

High turnover is desired to control labor cost , €.g.,
Fast food workers; School teachers; Professional
partnerships (“up or out” model)

Employment Security

Lower, e.g., salespersons; cyclical manufacturers; real
estate developers

Higher, e.g., employees in government; not-for-profit
companies; education

Ability to pay

Highly profitable business, e.g. college football
coaches versus college Soccer coaches

Less profitable business / ancillary LOBs, e.g.

Company image/
Reputation

Poor/Negative image, e.g., Enron; Tobacco industry

Prestige/Positive image, e.g., Children’s vs. General
Hospitals; Cisco vs. Sysco;

Employer-paid
Benefits

Lower/Less competitive, e.g., “Dot.com companies”

Richer / More competitive, e.g., government
organizations; financial services

Impact of individual

Individual employees drive organizational results :
e.g., Mainframe computer sales/leasing; Junk-
bond trading, R&D in pharmaceuticals; Sales
organizations (generally)

Organizational results require teamwork , e.g.,
Insurance — where Underwriting, Claims& Investments
must balance each other; Professional Football — where
even Brett Favre can’t win by himself and even Kyle
Orton can win with team support

Work/ Life Balance

Poor / Low:

- Montgomery Burns, Owner/CEO Springfield Nuclear
Plant

Good / High

- Dr. Jim Goodnight, CEO, SAS Institute




When is the answer “Just pay MORE "?
Decision rules for targeting pay levels

Job or Skill Set Factors

Low/Declining supply, e.g., blacksmiths; PL-1

High/Increasing supply, e.g., newly graduated marketing

managers; linguists who speak Arabic/Farsi

Skill Supply programmers; veterinary ophthalmologists majors; military spouses to perform office work in San
Diego, Norfolk, Pensacola, etc.
Skill Demand High/Growing demand, e.g., plastic surgeons; project | Low/Declining demand, e.g., data entry operators;

dot.com start-up specialists; large animal veterinarians

Proximity of direct
talent competitors

Close, e.g., secretaries in city centers versus suburbs;
call centers in Omaha

Far, e.g., investment portfolio management talent is
cheaper in Des Moines or Fort Wayne than Wall Street

Workloads/Staffing

Hi workload/ Lean Staffing,
military in IRAQ

e.g., M & A Teams; US

Appropriate staffing & workload planning  , e.g. right
skill & experience mix; timely hiring, succession
planning, job rotation, training

Timeframe: Need for
resource is . ..

Immediate/Inflexible, e.g., Y2k remediation; SOX
compliance; replacement workers in a strike

Longer term

The Work Itself

Commodity/Boring, e.g., cargo plane pilot; software
engineer at 1st Nat'l Bank of Northern South Dakota;
Insurance company actuary

Interesting, diverse, challenging or unique, e.g., USAF
fighter pilot; Software engineer at Microsoft, Consulting
Actuary

Proximity of direct
business
competitors

Close, e.g., automakers in Detroit; insurance
companies in Hartford; Pharmaceuticals in New
Jersey

Far, e.g., Japanese auto plants in rural Ohio, lllinois,
Tennessee

Promotional
opportunities

Few/Limited , e.g., “Up or Out” accounting and law
firms; Executive Secretary job; Broad-banded pay

Many/Frequent , e.g., Larger vs. smaller cos.; Trainees /
High Potential employees; Step range structure

Impact of job on the
organization

Strategic/ increasing, e.g., marketing talent in
telecommunications companies; Quality Engineers
in automotive manufacturing

Static or Declining, e.g., Analog engineers in telecomm
cos.; Pension actuaries




IT'S NOT JUST
ABOUT PAY




. Engagement and Performance

Rewards

Rewards




. You can only buy a little employee engagement

H Ig h High
Emotional
Connection

Emotional Low

: Emotional
Connection .//. Connection
Low
ow Y High

Rewards

Source: Creating Commitment, William M. Mercer/ John Wiley & Sons, Spring of 2000




Generational Differences




Today’s Workforce
Understanding the generations

Today’s workforce has become increasingly diverse as a new
generation enters

Generation Y/Millennials

1977-1989

» Technology savvy

e Team-oriented

» Global mindset

» Multi-taskers

» Opinionated

* Need structure

* Value social networking

Sources: “The Continuing Generational Shift in the Workforce”. Rainmaker Thinking, Inc. Newsletter, 118th Edition, March 15,2005; Generations at Work: Managing the Clash of Veterans,
Boomers, Xers, and Nexters in your Workplace




Engagement \
Generation Y / Millennials: The “Snowflake Generation” L

<

&L

4 Feedback and recognition, followed by advancement, suggesting a sense of progress

Every one unigque. Every one special.

4. Social aspects of work
- Building relationships with colleagues and supervisors
- Formal networking programs for people with common interests

. Colleagues who keep them connected and involved (can often feel disconnected from

career opportunities, politics, and information flows in their organization)
-#. Organizations that breed feeling of isolation or not having someone who provides you
information that you can trust can drive turnover

-4 Genuine mentoring

-#. Opportunities to engage in pro bono work (i.e., organizations who give the opportunities
to contribute skills to nonprofit organizations) (Deloitte study)

Source: selectminds




Different generations have different priorities
One size does not fit all

43 to 60 30to 42 18 to 29
Sources: Employee Benefits of the future, Employee Benefit Plan Review, Jan 2007; The Next 20 Years: How Customer and Workforce Attitudes will Evolve, N. Howe, W. Strauss
2007; Millennials Rising — The Next Great Generation, Howe and Strauss, Vintage Books 2000

Socially-conscious Distrust institutions Balances work with family
Works hard Entrepreneurial Technology-experts

Risk takers Team-oriented

Needs work/life balance Socially conscious

Changes job repeatedly

Wants hard work to be Wants company to value Wants to value own
valued individual contributions contributions

To build a better life To live better To live a purposeful life




Engagement
The intergenerational divide

The Boomer Boss Snowflake Employees

Communication style Communication style

Prefers face to face communication Prefer to give and get short, sharp IM-style

: communication; Cell for voice
Complex stuff must be written down

- : . Paper ???
Paper-trail is required for all decisions P

Learning style Learning style

Expect to be taught. Preferably in video game

Relearning and re-skilling are vital but format

challenging
Work style

Work style

Values working virtually; the flexibility and
efficiency it provides support Work / Life

Heroism and Martyrdom is our Creed Balance

Thank You’s are important and appreciated Continuous positive reinforcement is expected

Face time and long hours show dedication

Reputation is earned Self-esteem is not tied to accomplishments or
contributions




Generational Differences and

Employee Performance




. Accommodating and Bridging Generational Differences

Boomers GenX Snowflakes

Training

Should be low-profile, self-directed,
and fun

Performance Management
Not an event; continuous

Crave praise, even for routine
accomplishments

Compensation

Expect regular increases to
recognize their value

Incentives strike them as inherently
unfair

“Where’s my 9" place trophy?”

Culture
Learn on the job
Open forums unrestricted by status

Interesting work with minimal
supervision




Different Total Rewards and work environment factor
commitment and motivation at work

S impact

Treated with respect
Benefits

Type of work

Work life balance

Provide good service

Base pay

Flexible schedule
Career potential
Learning/development
Promotion opportunity

Bonus

Treated with respect
Base pay

Work life balance
Type of work

Benefits

Career potential
Quiality of co-workers
Provide good service
Promotion opportunity
Flexible schedule
Learning/development

Bonus

Treated with respect
Work life balance
Type of work
Flexible schedule

Quiality of co-workers

Promotion opportunity
Benefits

Career potential

Base pay

Provide good service
Learning/development

Bonus




Data
Different Turnover Drivers by Generation

Turnover drivers Percentage point reduction in Turnover drivers Percentage point reduction in
turnover turnover
0.0% 2:5% 5.0% 1:5% 10.0% 0.0% 2.5% 5.0% 7.5% 10.0%

Management turnover of 8%vs. 12% 10%market pay adjustment

0, 0,
Unemployment rate of 5%vs. 3% 1-point rise in unemployment

Never rehired Hire 20% more from employee referrals

$100 dollar increase in variable pay during year 10%base pay growth

Full-ime vs. part-time 1-year decrease in current position

$1increase in hourly base pay rate Increase jobs performed (from 1 to 2)

Participation in life insurance plan 10%reduction in layoffs

Participation in medical plan Supervisor did not leave within last year

Received a bonus ) . )
If incentives received

Election of non-spousal dependent coverage

If promoted within last year

Benefits deter turnover for Baby Boomers but for Generation X careers have a greater
impact; PAY INFLUENCES BOTH GENERATIONS




Total Rewards and the Generations
One size does not fit all

Total Reward

Baby Boomers

Generation X

Generation Y/ Millennials

Elements
Compensation Similar to matures, as well as: Impatient with rules (bureaucracy) Higher starting salaries to market —
—Competitive — money is for pay rapid movement to keep them
o a way of keeping score No trust in long-term Want financial recognition that aligns
critical —Expect to be paid well payouts/opportunities — show me with a sense of career progression

component of
attraction; don't
want it to be a
reason people
leave

and paid for hard
work/long hours

—May be less motivated
by team-based pay

rewards now

Money as feedback

Expect pay for results;
comfortable with “at-risk” pay

Open to team-based pay with an
individual component

Benefits

criticality depends
on benefit and
worker life stage
and personal
preferences

Higher value placed on
healthcare

Paying closer attention to
trade-off decisions that impact
wealth accumulation for
retirement

Some care for older parents
as well as pay college
education for children, placing
value on benefits and work
life options

Growing value placed on benefits,
such as healthcare, retirement
and work life programs that are
used successfully vs. a policy

Value benefits that reinforce specific
aspects of the employment experience
(volunteer work, how the employer
gives back to the community,
participation in social networks, work
life)




Different generations have different priorities
One size does not fit all

Total Reward
Elements

Baby Boomers

Generation X

Generation Y/ Millennials

Careers

reflection of work
environment,
culture and sense
of opportunity;
often a critical
driver of
commitment;
supervisor can
play a critical role
in career
satisfaction at any
life stage

Based on experience, more

likely to believe they are

responsible for their career*

1) Interesting work, 2)

Meaningful work, 3) Work life
balance 4) Financials rewards
driving next job decision*
Considering trade-offs for
retirement, career change or

reduced work schedule
options

Advancing to key leadership
roles; in a position to transfer

knowledge based on

experience — or — may be
seen as a career blocker who

has retired in place by
Generation X or Y

1) Interesting work, 2) Meaningful
work, 3) Work life balance 4)
Financial rewards driving next
career decision*

Look for organizations that
prepare/advance them into
management roles; will move to
advance

Quick to judge the personal ROI
of working here

Want feedback and access to
good supervisors and a mentor
network

May want take advantage of
different work life/career options
(provided they don'’t negatively
impact career)

1) Interesting work, 2) Financial
rewards 3) Meaningful work, 3)Work
life balance driving next career
decision*

While typically more optimistic about
career options with present employer,
typically more likely to move on*

Quick to judge the personal ROI of
working here

Want feedback and access to good
supervisors and a mentor network

Value defined training and career
progression programs; more value
placed on promotions relative to
rewards, such as benefits

*Source: Blessing White, 2007 State of the Career Report




Action plan for accommodating and bridging generati onal
differences

« Train everyone to understand the changing demographic context

« Plan for the IT function to blend multiple generations, each adding to
the understanding and needs of the business and the workforce

« Capture and recognize the Snowflakes’ heightened technological
savvy and already-established appreciation for new technologies

- Hold on to Baby Boomers as long as possible. (Their depth of
expertise will likely never be matched)

« Provide Boomer Managers opportunities to return to individual
contributor work as a ‘bridge to retirement’

« Hire Boomers Back; Consider creative options such as third party,
contract, and part-time rehiring of Boomers

« Create student work programs and (re)create entry-level position and
Internship opportunities to open the Snowflake Pipeline

- Measure attrition by generational group




Engagement
The “retention” interview

Planning for

retirement/retiring

Saving for a child’'s .
Having company-

Balancing work and education sponsored health care
' i Planning for i i i
Career advancement family/personal life _ g optllons available during
. : retirement retirement
opportunities Flexible work hours
. _ Dealing with the Want to simultaneously
reer . :
Further education outside gjlvz(necement stress of balancing support education, work,
Being in an environment opportunities work and family/ and leisure
with other people from PP personal life :
the same cohort Saving for a child’s : pependent care s an
education Taking care of an issue for about 1/3 of
Developing a variety of older parent mature workers
[ [ Planning for .
skills and gompeten0|es A g Reduced physical
(e.g., rotation) retirement

demands
Saving for a home

Some goals span groups: predictable income/benefits, having meaningful
roles, opportunities for growth, being treated with dignity, and respect

Source: Mercer, Mercer interviews




Tips

Retention Tool Overview

Benefits

Career

Compensation

Competitive pay
Performance-based
pay

Special
bonus/incentives

Performance plans
Retention bonuses
Stock options

Employee stock
purchase plan

Effective
communication of
total rewards

Health and other
insurances

Subsidised loans

Flexible work
arrangements

Family friendly
practices

Health and fitness
plans/wellness
programs

Special events
Non-cash benefits
A great work space
Time-off/sabbaticals

Family care and
involvement

Meaningful, challenging
work

Broadened role scope
Secondment

Swap

Job rotations

Job enrichment
Relocation

Overseas assignment
New position

Action research project
Formal mentoring
Executive coaching
Training programs

Social and professional
networks

Support mechanisms

Career planning and
development summary

Individual retention plan
Career plans
Career review discussions

Feedback (everyday and
multi-rater)

Competency frameworks
Published carer paths

Career management
system

Learning resource guide

Performance goal setting,
coaching and feedback

Leadership effectiveness

Transparent job posting
system

Talent management
systems

Employer of Choice
initiatives




. A framework for attraction and retention

Influences on attraction and retention problems

External

Organizational

Individual

Labor Market
Current and future number of qualified
candidates
Unemployment levels
Prevailing wage and benefit levels
Education levels

Business strategy
Products and services
Corporate image
Competitive position
Overall HR strategy, priorities
Organizational structure

Rewards
Pay structure and levels
Benefits
Link between performance, rewards
Back- or front-loading of rewards
Recognition process

Employee demographics
Age, sex, family status, race
Education
Length of service, age at hire
Expected retirement age
Health status

Competition
Number and type of organizations
looking for similar people
Intensity of competition

Recruiting
Recognition and anticipation of
hiring needs
Hiring criteria
Sourcing methods for candidates
Evaluation and selection

Leadership and Management
Clarity of vision
Match of style to business strategy
Extent and quality of direction,
coaching, monitoring, support

Employee work patterns
Performance, promation, pay growth
(past and expected)

Degree and pattern of past internal
and external mobility
Recruitment source

Location
Breadth of “hiring universe” for a given
job (local/regional/US/global)
Attractiveness of the location

Socialization
How new employees:
learn about the organization, the
work group, the job
understand the culture
become productive

Organizational communication
Availability of information:
needed to perform jobs
on job performance
on organizational strategy, business
plan

Personal needs and preferences
Financial needs and obligations
Relative value placed on different
rewards and work attributes
Desire for work/life balance

Customers
Profile (current, future)
Expectations for quality, service,
timeliness

Career development and growth
How the organization:
identifies high-potential employees
trains, promotes, nurtures people
puts people into the right jobs

Culture and work environment
Is this a good place to work?
Does organizational support balance
between work and outside life?
What kind of culture is this?
(performance, ownership, adaptive,
customer-focused, etc.)

Job characteristics
Nature and constraints of jobs
Job enrichment (flexibility,
autonomy, stress, impact, etc.)




Generational Tailoring of

Financial Incentives




. Team Exercise

1. What is the prominence and purpose of incentive compensation in
Total Rewards Mix?

2. (How) Should we tailor incentive plan features to the Generational
differences?
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Appendix




MACA Participant Exercise
Please complete during breakfast and return to Ankita Baxi of Mercer

A Trend is a compensation practice that has increased in An Innovation is a new or rare but effective or promising
prevalence/popularity over the last three years. practice.

List some employee rewards trends that you have List below any employee rewards Innovations that you
observed in your company or in the broad marketplace have observed in your company or in the broad market.
over the last three years (continue on the back of the (continue on the back of this page if you need more
page if you need more space). space).




Exercise: Generational Tailoring of Incentives
Reference information

THE JOB: Compensation Analyst

MARKET COMPENSATION:
# of # of

Organizations Incumbents P25 RS0 P75

Salary 74 110 $43K $47K $55K

Short Term Incentive 36 46 $5K $6.5K $10K

Long Term Incentive 2 2 - - -
INCUMBENT #1 INCUMBENT #2 INCUMBENT #3
“Pat” “Chris” “Kim”
Age 54, Spouse deceased Age 34, Divorced Age 22, Single
2 adult children 2 children ages 7,3
36 years company service 4 years company service Hired as comp analyst
Prior jobs: as Compensation Analyst 15 months ago
HR Employment Representative: 4 years Prior Employment: No prior work exp.
Supervisor — Sales Support ; 8 years ABC Bank: Comp Analyst: 6 yrs
Sales Support Team Lead: 3 years ABC Bank: Sr. Teller: 2 years
Customer Service Team Lead : 11 years ABC Bank: Teller, part time 3 yrs

Customer Service Rep: 3 years
Senior File Clerk: 3 years
File Clerk: 4 years




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

1. Total Rewards “Mix”: Fill in the blanks for a Total Rewards ‘mix’ tailored to the
generational characteristics of the incumbent you circled above

% of % of

Reward Element Value to EE Salary _ Total Definition/Com ___ment
Base Salary $ % %  Annual Salary or annualized base wage
Short term incentive $ % %  Target
Long term incentive $ % %  Target
Health/Medical benefits $ % %  Employee cost to replace
STD/LTD $ % %  Employee cost to replace
Life Insurance $ % % Employee cost to replace
DB Pension $ % %  Annual employer contribution
DC Retirement $ % %  Annual employer contribution
Perquisites & Services $ % % e.g. car, club, concierge, discounts,
Paid time off work $ % %  Vacation, Holidays,
Retiree Medical benefits  $ % %  Employee cost to replace
Other: $ % %  e.g. guaranteed days of training, sabbatical, etc.
Other: $ % %
Other: $ % %
TOTAL: $ 100% 100%

Be prepared to explain HOW this reward mix aligns w  ith generational characteristics




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

1. What is Incentive Compensation as percentage of Total Rewards

At Target payout: %

At Maximum payout: %




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

Plan Funding:

Many organizations use achievement of a predetermined goal to fund an incentive pool.
Organizations typically use two or more measures, one of which is most often a corporate
profitability measure combined most typically with a revenue/revenue growth measure.

General Companies

Best Practices Companies
Annual Incentive Plan Funding

Funding - Financial Performance Measures

Goal Sales/Growth | 45%
Attainment 64% e
EPS/Growth | 45%
Operating
Income/Growth | 136%
Formula 18% Cash Flow | 3696
ROIC | 18%
Not Disclosed 18% ROA - Jo%
TSR 19%

2. How will you fund this generationally tailored p lan and why ?

Mercer




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

Financial Performance Measures

The great majority of companies in general industry use more than one measure to assess each
performance measurement area — corporate, business unit, individual.

Best Practices Companies
Funding - Financial Performance Measures

Sales 1 5204
EPS | 48%

Net Income 1 43%

Operating Income 1 38%
TSR 133%
Other 1 29%
ROA/RONA 1 24%
ROI/ROE 120%

Cash Flow | 19%
Economic Profit  T14%

ROS |[—15%

Performance vs. Peers | 124%

3. What Financial performance measures will you use in this generationally tailored
incentive plan and why _?




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

Non-financial performance measures
Across industries, non-financial measures typically include customer/employee satisfaction,
market share, strategic goals, safety and diversity Where non-financial measures are used,
financial measures are emphasized in the award determination process: typical weighting -
77% financial and 23% non-financial

Non-financial Performance Measures

Productivity /

Efficiency | Al

Customer Satisfaction | 29%

Product / Service o
Quality 2

Incumbent
Satisfaction / Morale

Time to Market/ |
Cycle Time :I S

11%

4. What Non- financial performance measures will you use in this generationally
tailored incentive plan and why__?




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

Performance Mix/Award allocation

Companies across all industries, typically use a combination of corporate, business unit, and
individual performance to determine actual awards

— Emphasis on corporate performance is typical for senior management level jobs
— Emphasis on business unit performance is typical for middle management
— Emphasis on individual performance is typical for non-managers

5. What Performance Mix / Award Allocation will you use in this generationally
tailored incentive plan and why__?




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

Thresholds/Hurdles
Most Best Practices companies use one performance threshold for corporate performance and

two or more measures for business units in annual incentive programs

— For corporate, 69% of the companies report one type of threshold only, which is typically a
corporate financial measure

— For business units, 43% report one type of threshold and 57% report two or more

Most companies with multiple thresholds report that the thresholds are independent (i.e., all
thresholds do not have to be met before the plan will begin to pay out)

Best Practices Companies

Multiple Thresholds
Multiple Multiple
Thresholds Thresholds
are __A4| Must Be Met
Independent for Payout

67% 33%

6. (How) Will this generationally tailored incentiv. e plan include threshold/hurdle
measures, and why ?




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

Payout Leverage

Most companies identify award opportunities for each performance level (threshold, target,
superior). This provides an objective, easy to communicate structure which emphasizes up-side

potential.
200% Superior
Awari
o
5§ soms -
200 9
o 2o E -
O @m =2
o EuW
-8 50% =
c
e O
0% " H i1
“Threshold” “Target” CSup_enor I
Performance Levels Meets Minimum Fully Meets and . ogsztentdy g
Standards Sometimes xceeds stancards
Exceeds Standards

Best practice information continues on next page >>>




Exercise: Generational Tailoring of Incentives

Tailored reward program for: Boomer Xer  Millennial (Circle One)

Award opportunities generally range from 0%, for performance below threshold, to 25% of target,
for actual performance at threshold, to 100% of target if performance is at identified target levels,
to 200% of target for performance that is superior. The majority of Best Practices companies
(82%) have minimum payouts of less than or equal to approximately 50% of target while

maximum award opportunity is typically set at 200% of target

Minimum Payout as % of Target Award

Maximum Payout as % of Target Award

81-90% j 9% >250%
61-80% | 0% 200-250%
51-60% 19% 150-200%

80% Ere 100-150%

27%

0%

64%

9%

7. (How) Will you generationally tailor payout rang  es/leverage?




Exercise: Generational Tailoring of Incentives
Tailored reward program for:  Boomer  Xer  Millennial (Circle One)

Calibrating performance and award
Target performance goals are typically set at budget levels

Incentive Plan Goal Setting Relationship Between Target Performance Goals and Budget
Business Plan/ Budget | 7|(%04A)% Target Performance Goals gﬂggg | 78%
Past performance. 125, o P o Poriaranes. | 111%
Industry Leader Performance %ggjg D [REETEE %eégze;nh"%%rggeet I:l 11%
Shareholéj%/elcrlt\gteiztr?sr :ons% Relationship Varies Each Year I:l 11%
Peer Group Performance ‘E‘?%/Z% Target Performance. Goals are More 0%
‘ 0 Aggressive Than Budget
Customer Expectations :Eoﬁ% Target Perfgrgrgﬁlgscseivce;qraﬂz r?rgula%se? 0%
over E315% |3 et oner Jos

Best practice information continues on next page >>>




Exercise: Generational Tailoring of Incentives
Tailored reward program for:  Boomer  Xer  Millennial (Circle One)

Probability of Percent of Target
Performance Level Description Attainment Award
Threshold The level of performance deemed worthy 80% 50%
of an incentive payout but below which
no incentive is funded
Target / Goal The goal or budgeted result. Its
attainment represents success worthy of 60% 100%
funding at the targeted incentive levels
Superior The true stretch result. It represents
performance excellence worthy of a 20% 150%
superior incentive award

8. (How) Will you generationally tailor calibration of performance level and award amount?




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

9. What else would you do to generationally tailor this incentive plan?

10. How else might you generationally tailor Total Rewards or other
Human Resource management programs and practices to
compliment this incentive plan or otherwise optimize employee
engagement and performance?




Exercise: Generational Tailoring of Incentives
Tailored reward program for: Boomer Xer  Millennial (Circle One)

11. What would happen if your generationally tailored plan were
misapplied to members of another generation?

12. What specific behavior or results problems would your foresee and
Why? What else would you do to generationally tailor this incentive
plan?




