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Economic Environment —

Uncontrollables — the Bad?

WK working.com WOREKING.COM

TALENT CRUNCH

I's being referred

66% of employers have
difficulty filling jobs
... and it’s getting worse
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B.C. not ready for Chinese tourist boom: minister
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CEO Challenges

m Lifetime as a CEO is declining (currently 4.5
years in North America)

m Pressure to perform in short term — most
CEOs likely won’t last beyond 2010!

m [eave a legacy during these economic boom
times means growth and profitability

B Need to build a

Roger Gurr & Associates




CEO Concerns

m Impact of People (Top Talent)

®  Recent research/surveys of major concerns of CEOs in
North America

Top Two:
1. Organization Performance

2. People Retention

= Not keeping team together could seriously affect growth and
legacy objectives

Roger Gurr & Associates




Attraction, Retention and
Engagement

m Finding and Keeping the Best People — Tough,
Uncontrollable Environment

All about — attraction, retention and motivation
Motivation — better described as Engagement

Engagement
m  Willingness and ability to contribute to organization success

m HEmotional and rational connection to the job
m  Willingness to Go the Extra Mile

WorldatWork research indicates in North America that
degree of engagement is only moderate

Roger Gurr & Associates




Role of Total Rewards

m Total Rewards — A Crossword Solution
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Role of Total Rewards

®m Top Drivers of Attraction

- Work-life balance

- Challenging work

- Career advancement opportunities

- Salary increases linked to performance

- Learning and development opportunities
- Competitive benefits and pensions

- Coaching and mentoring

Roger Gurr & Associates




Role of Total Rewards

®m Top Drivers of Retention

- Quality of people decisions

- Relationship with boss (understanding)
- Work — life balance

- Good employer reputation

- Salary criteria — fair and competitive

- Opportunity to learn and grow

Roger Gurr & Associates



Role of Total Rewards

m What’s the Total Rewards Message?

Soft Rewards (more long term)
m Work environment (work-life, stress, boss, empower)
m [nherent job challenges

m People (warm and cuddly)

Semi-Soft Rewards (medium term)

m Development — promotion with pay increase

Hard Rewards (short term — now or annual)
m Compensation strategy

m Delivering rewards

Roger Gurr & Associates




Hard Dollars — Show Me the Money

m Cold Hard Cash

m  Total rewards approach is beneficial
m  Cash — somewhat /os? i shuffle

® Tough economic market (shortage of top talent)

m  Cash (and a “piece of the action” helps with attraction)
m Retention of people

m  (Cash — short-term solution

m  Maybe knee jerk (reactionary)

= But it works!

= Examine compensation approach — swing back pendulum!

Roger Gurr & Associates




Trends in Cash Rewards — The Rules

m Salary Planning and Target Market Positioning

m  Most organizations adopt a conservative approach to
compensation (median) but now need to rethink:

m  Compensation Strategy
m  Comparator Group

m Position vs. group (P25, P50 ...etc.)

m  Salary Administration

= Range above job rate (0%, 20%, etc.)

= Organizations are reviewing strategy to enhance retention —
pay Stars and Hipots at P75 or well above midpoint

Roger Gurr & Associates




Compensation Strategy

m Revisiting Compensation Strategy — Owt of the Box

= Comparator Group — competition for talent
Sector (Industrial, Financial, Public)
Sub sector (e.g. Telecommunication, Biotech)

Special selected (mix of sub-sectors)
Geographic (Canada, USA, Europe)

m Treatment of Specialized Functions, Jobs
m Internal Auditors
VP, Regulatory Affairs
CFOs
Chair, Audit Committee
Etc.

Roger Gurr & Associates




Compensation Strategy

m Revisiting Compensation Strategy - Owuz of the Box
(cont’d)

m [evel of Competitiveness (salary, total cash, equity based)

m Top quartile
B Median
B Low quartile

= Impact of Performance Compensation
m Company * Quarterly bonus
m  Group * Annual bonus
m Individual * Medium/Long term incentives

= Consider Impact of selected Policy Upon:
m Attraction
m Retention
m Engagement

Roger Gurr & Associates




Compensation Strategy

m  Particular Challenges in Public (Para Public) Sectors

Roger Gurr & Associates

Competition (from private sector) for transferable functional skills
(auditing, accounting, I'T, HR)

Some sectors have been catching np — higher annual salary increases
than private sector

Lack of variable (bonus) compensation and wealth creation vehicles

Need to review,/ update compensation strategy:
m  Consider (weight) private sector for salary
m Introduce performance-based bonus awards

Pension arrangement (usually higher competitive) help with
retention — but right people?




Delivering Cash Rewards

m Issues, Trends and Limitations

Issue: Internal equity or external competitiveness

Current Market — external rules

Current Trends:

Approx. Recent
Annual Compensation

Increases

Board Directors 20%
CEOs 5%

Executives 4%

Staff 3%

Limitations: Salary range and restrictive salary rules

Roger Gurr & Associates




Delivering Cash Rewards

m Flexibility and Fortitude

Flexibility FFortitude

Employee negotiation Differentiate based
upon
Bend the rules with - Performance

justification - Future Value

Open up salary

ranges

Use market based
premiums

Roger Gurr & Associates




Delivering Cash Rewards

B Ideas for Consideration

High (really) salary increases for Szars and Hipots (highly

engaged)
Low (or zero) increases for disengaged
Introduce quarterly (six monthly) increases

Bonus awards - multiplier (x2) for Stars
- early payouts for Stars

Diftferentiate (and justify) all increases

Disengaged (and moderately engaged) subsidize the highly
engaged Stars

Roger Gurr & Associates




Delivering Cash Rewards
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tugs, fireboats
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ind agile tugboats.”

The company helped design a series of

compact and speedy harbour tugboats for
Seattle-based Foss Maritime Co., which are
now in use at the ports of Los Angeles and
Long Beach. These tugs manoeuvre ves-
sels through increasingly crowded har-
bours.

estimated that the 4,000-horse-
power tugs cost close to $6 million.

While this new generation of tugboats
are not yet in B.C. waters, Allan said he
expects they will be soon. Forerunners to
the Foss tugs are already used throughout
the coast.

“[At] the port here, we'll be seeing some
new tug tonnage coming in the very new
future, 1 think, and that will reflect the
nost current technology in tug design,”
Allan said.

The Vancouver Port Authority is expect-
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[T firms pay to keep talent

LABOUR | Companies face
increasing competition
for key personnel

BY KRISTIN GOFF

OTTAWA — Money is talking louder
as companies begin to deal with a
renewed problem of retaining key tech
nology workers, according to Robert
Half Technology, a staffing agency.

Its survey of chief information officers
found pay hikes and bonuses were
among popular strategies for keeping
key talent. Of 270 small and medium-
sized companies surveyed, 40 per cent
listed compensation and 39 per cent list-
ed bonuses as one of their retention
strategies.

The most popular method of keeping
IT workers, however, was “providing
training or professional development,” a
strategy used by 58 per cent of employ-
ers surveyed. Offering flexible sched-

ules, listed by 41 per cent of employers,
was also among popular responses.
(Employers could list multiple answers
to the survey question about retention
strategies.)

The responses didn’t surprise Geof-
frey Thompson, division director in
Ottawa for Robert Half Technology.

Compensation is becoming more
important in both hiring and retaining
key technology personnel as the sector
continues recovering from the downturn
of a few years ago, he said. The market
in Ottawa has improved to the point that
people are now getting multiple job
offers in certain key categories, he said.

“Compensation and base salary is
probably the No. 1 reason for people
deciding where to work,” he said.

He estimated compensation had gone
up by seven to 12 per cent for certain
high-demand skills in Ottawa over the
past year. Those skilled in I'T security,
some application developers and busi-
ness analysts are among technology pro-
fessions most in demand, he said.

Employers who listed “training and

professional development” as the most
popular strategy are part of a trend of
trying-to keep workers interested and
learning, said Thompson.

“Now that the market is healthier, a lot
of organizations are doing a lot of key
projects,” he said. Pulling key people off
their regular jobs for special projects
“changes the environment, keeps them
learning and keeps work fun.”

Despite increases in training opportu-
nities and compensation by some
employers, a full 25 per cent of chief
information officers said they weren’t
taking any special steps to address
employee retention.

Only seven per cent offered “equity
issues” such as stock options. That was-
n't much different than the trend during
the technology boom. Stock options
were commonly offered when an
employee was hired and acted as an
inducement to stay on until they could
be exercised in the future, but they
weren’t usually an ongoing retention
tool, said Thompson.

Ottawa Cit.




Delivering Cash Rewards

m  Variable Compensation

Roger Gurr & Associates

Strong incentive — onetime significant payment
Short-term (annual) retention element

However, sales compensation
m  pay early

m retain — has negative impact

Use a multiplier to provide significant annual bonus for outstanding
performers e.g. up to 2X in effect pays for income taxes

Multiplier
Outstanding Performer 1.5-2.0

Average Performer 1.0-1.5
Below Average 0.5-1.0




Delivering Cash Rewards

m Wealth Creation

= Use long term incentive plans (LTIPs) eg. stock
options to reward:

m Performance

m Employee continuity

® Again high performers should receive twice
provision

m [TIPs should vest over time — in effect handeuffs

= Ensure retaining high performers (not just loyalty),
pay attention to expectations!
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Delivering Cash Rewards

m Wealth Creation (contd)

= FEncourage (insist on) stock ownership, ensure employee
understands potential double whammy downside (lost value,
lost job)

Use (and communicate) other wealth creation vehicles:
Pension Plan
Housing Assistance

Education Assistance
EAP

Annual Medicals

Personal Training and Trainers
Etc.

Healthy is wealthy for both employee and employer

Roger Gurr & Associates




Conclusions

m Successful Organizations Can (and Must) Build and
Sustain Business Results

Roger Gurr & Associates

Help CEO reach legacy goals

Identity and retain High Performers
Review compensation strategy

Be open and flexible

Use cash and equity-based comp. creatively
6 monthly reviews of salary

Multiply bonus awards

Control numbers — High Performers




Thanks, Questions

®m Thank you

®  Questions, debates, discussion

Presentation by Roger Gurr

Roger Gurr & Associates
604 944-8072

roger(@rogergurt.com
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