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Work! Work! 

Why do you work?Why do you work?

Where do you work?Where do you work?

At organization ~**!!&!!**~At organization ~**!!&!!**~

WhatWhat’’s it like there?s it like there?



WhatWhat’’s it Like at ~**!!&!!**~s it Like at ~**!!&!!**~

Things are OKThings are OK

I like itI like it

I love itI love it

ItIt’’s all about s all about ““EngagementEngagement””



Assessing Relationship with  ~**!!&!!**~Assessing Relationship with  ~**!!&!!**~

1.1. Enjoy the jobEnjoy the job
2.2. Respect the bossRespect the boss
3.3. Like the peopleLike the people
4.4. Learn & grow (mentor, Learn & grow (mentor, menteementee))
5.5. Quality organizationQuality organization
6.6. (Work) life balance(Work) life balance
7.7. Money/equityMoney/equity

Oops Oops –– only 3 out of 7!only 3 out of 7!



Changing Jobs is Easy



Switch RolesSwitch Roles

Responsible for attracting & retaining top talentResponsible for attracting & retaining top talent

Tough assignmentTough assignment

Impact of the CEOImpact of the CEO
Interest & fascinationInterest & fascination



CEO ChallengesCEO Challenges

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

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

Leave a legacy during these economic boom Leave a legacy during these economic boom 
times means growth and profitabilitytimes means growth and profitability

Need to build a Need to build a team around youteam around you



CEO ConcernsCEO Concerns

Impact of People (Top Talent)Impact of People (Top Talent)

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

Top two concerns:Top two concerns:
Organization PerformanceOrganization Performance
People RetentionPeople Retention

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



Six Engagement QuestionsSix Engagement Questions

5.5. ~**!!&!!**~ motivates me to contribute more than is ~**!!&!!**~ motivates me to contribute more than is 
normally required to complete my work.normally required to complete my work.

6.6. ~**!!&!!**~ inspires me to do my best work every day.~**!!&!!**~ inspires me to do my best work every day.

3.3. It would take a lot to get me to leave ~**!!&!!**~.It would take a lot to get me to leave ~**!!&!!**~.
4.4. I rarely think of leaving ~**!!&!!**~ to work somewhere I rarely think of leaving ~**!!&!!**~ to work somewhere 

else.else.

1.1. I would highly recommend ~**!!&!!**~ to a friend looking I would highly recommend ~**!!&!!**~ to a friend looking 
for employment.for employment.

2.2. I tell others outside ~**!!&!!**~ the great things about I tell others outside ~**!!&!!**~ the great things about 
working here.working here.

OK

Like

Love



Engagement DriversEngagement Drivers

Quality of LifeQuality of Life
Work/life balanceWork/life balance
FlexibilityFlexibility
Physical work environmentPhysical work environment
SafetySafety
StressStress

RewardsRewards
PayPay
BenefitsBenefits
RecognitionRecognition

OpportunitiesOpportunities
Career opportunitiesCareer opportunities
TrainingTraining
RecognitionRecognition

Company PracticesCompany Practices
Customer policesCustomer polices
People practicesPeople practices
Performance assessmentPerformance assessment
DiversityDiversity

WorkWork
Intrinsic motivationIntrinsic motivation
InfluencesInfluences
ProcessesProcesses
Work activitiesWork activities
ResourcesResources
Customer contactCustomer contact

PeoplePeople
LeadershipLeadership
ManagerManager
CoCo--WorkersWorkers
CustomersCustomers

Engagement

Drivers



Review Total Reward PrinciplesReview Total Reward Principles

Mindset/Inherent JobMindset/Inherent Job
Build psychological contract with employees (Engagement)Build psychological contract with employees (Engagement)

IndividualizeIndividualize
Build flexibility and choice into offerBuild flexibility and choice into offer

Pay ProgramsPay Programs
Market competitive packageMarket competitive package
Performance based pay Performance based pay –– disproportionablydisproportionably reward high reward high 
achieversachievers



Focus on Total RewardsFocus on Total Rewards

Quality of Quality of 
(Working) Life(Working) LifeBenefitsBenefits

Career Career 
OpportunitiesOpportunities

LongLong--term term 
IncentivesIncentives

Opportunity to Opportunity to 
Develop SkillsDevelop SkillsVariable PayVariable Pay

Total Total 
RewardsRewards==

RecognitionRecognitionN
on

N
on -- financial R
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financial R
ew

ards

++

Base PayBase Pay

Financial R
ew

ards
Financial R
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ards



Financial Rewards Can Influence Financial Rewards Can Influence 
EngagementEngagement

Highly engaged employees stayHighly engaged employees stay

RecognitionRecognition -- spot awards, celebratespot awards, celebrate

Base PayBase Pay -- competitive and faircompetitive and fair

IncentivesIncentives -- deliver the promisedeliver the promise

Create Create WealthWealth -- stock options stock options …………

PerformancePerformance -- links to paylinks to pay

Not delivering Not delivering –– recipe for disasterrecipe for disaster



Show Me the Money Show Me the Money –– Cold Hard CashCold Hard Cash

Tough economic market (shortage of top talent)Tough economic market (shortage of top talent)

Cash (and a Cash (and a piece of the actionpiece of the action) attracts) attracts

What retainsWhat retains
Delivering cash rewardsDelivering cash rewards
Pay (big) for performancePay (big) for performance
Shareholder Shareholder feelingfeeling

Throw out (modify) old rulesThrow out (modify) old rules

Out of boxOut of box thinkingthinking



Cash Compensation Cash Compensation –– The RulesThe Rules
Salary Planning and Target Market PositioningSalary Planning and Target Market Positioning

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

Compensation StrategyCompensation Strategy
Comparator GroupComparator Group
Position vs. group (P25, P50 Position vs. group (P25, P50 ……etc.)etc.)

Salary AdministrationSalary Administration
Range above job rate (0%, 20%, etc.)Range above job rate (0%, 20%, etc.)

Organizations are reviewing strategy to enhance retention Organizations are reviewing strategy to enhance retention –– pay pay 
Stars and Stars and HipotsHipots at P75 or well above midpointat P75 or well above midpoint



Compensation Strategy Compensation Strategy ––Out of the BoxOut of the Box

Comparator Group Comparator Group –– competition for talentcompetition for talent
Sector (Industrial, Financial, Public)Sector (Industrial, Financial, Public)
Sub sector (e.g. Telecommunication, Biotech)Sub sector (e.g. Telecommunication, Biotech)
Special selected (mix of subSpecial selected (mix of sub--sectors)sectors)
Geographic (Canada, USA, Europe)Geographic (Canada, USA, Europe)

Treatment of Specialized Functions, JobsTreatment of Specialized Functions, Jobs
Internal AuditorsInternal Auditors
VP, Regulatory AffairsVP, Regulatory Affairs
CFOsCFOs
Chair, Audit CommitteeChair, Audit Committee
Etc.Etc.



Compensation Strategy Compensation Strategy ––Out of the BoxOut of the Box
Level of Competitiveness (salary, total cash, equity based)Level of Competitiveness (salary, total cash, equity based)

Top quartileTop quartile
MedianMedian
Low quartileLow quartile

Impact of Performance CompensationImpact of Performance Compensation
CompanyCompany •• Quarterly bonusQuarterly bonus
GroupGroup •• Annual bonusAnnual bonus
IndividualIndividual •• Medium/Long term incentivesMedium/Long term incentives

Consider Impact of selected Policy Upon:Consider Impact of selected Policy Upon:
AttractionAttraction
RetentionRetention
EngagementEngagement



Compensation StrategyCompensation Strategy
Particular Challenges in Particular Challenges in Public (Para Public) SectorsPublic (Para Public) Sectors

Competition (from private sector) for transferable functional skCompetition (from private sector) for transferable functional skills ills 
(auditing, accounting, IT, HR)(auditing, accounting, IT, HR)

Some sectors have been Some sectors have been catching upcatching up –– higher annual salary increases higher annual salary increases 
than private sectorthan private sector

Lack of variable (bonus) compensation and wealth creation vehiclLack of variable (bonus) compensation and wealth creation vehicleses

Need to review/Need to review/ update compensation strategyupdate compensation strategy::

Consider (weight) private sector for salaryConsider (weight) private sector for salary

Introduce performanceIntroduce performance--based bonus awardsbased bonus awards



Technology Sector Technology Sector –– Issues & TrendsIssues & Trends
Issue:Issue: Internal equity or external competitivenessInternal equity or external competitiveness

Current Market Current Market –– external rulesexternal rules

Current Trends:Current Trends:

4%4%StaffStaff
5%5%ExecutivesExecutives
6%6%CEOsCEOs

20%20%Board Directors Board Directors 

Approx. RecentApprox. Recent
Annual CompensationAnnual Compensation

IncreasesIncreases

Limitations:Limitations: Salary range and restrictive salary rulesSalary range and restrictive salary rules



Technology Sector Technology Sector –– Annual IncentivesAnnual Incentives

Improving at performance managementImproving at performance management

Effective use of annual incentivesEffective use of annual incentives
Pay out up to 20% EBITPay out up to 20% EBIT
Minimum corporate performance requiredMinimum corporate performance required
Maximum payouts typically 2 times targetMaximum payouts typically 2 times target

Typical target bonus levelsTypical target bonus levels
CEOCEO 50% salary50% salary
ExecutivesExecutives 35%35%
DirectorsDirectors 20%20%
ManagersManagers 15%15%
ProfessionalsProfessionals 10%10%
Other StaffOther Staff 5%5%

Currently actual levels below target but improvingCurrently actual levels below target but improving



Technology Sector Technology Sector –– LongLong--Term IncentivesTerm Incentives
Stock options most popularStock options most popular

Some (limited) movement towards restricted share unitsSome (limited) movement towards restricted share units

Dilution (outstanding options relative to issued shares) a contiDilution (outstanding options relative to issued shares) a continuing nuing 
problemproblem

Majority provide annual grants Majority provide annual grants –– many to all employees to help many to all employees to help 
retentionretention
Use time vesting, some emergence of performance vestingUse time vesting, some emergence of performance vesting

Tech companies often have annual option grant guidelines Tech companies often have annual option grant guidelines ––
number per grade levelnumber per grade level

Share ownership guidelines for executivesShare ownership guidelines for executives



Delivering Cash RewardsDelivering Cash Rewards

Flexibility and FortitudeFlexibility and Fortitude

Use market based Use market based 
premiumspremiums

Open up salary Open up salary 
rangesranges

PerformancePerformance
Future ValueFuture Value

--
--

Bend the rules with Bend the rules with 
justificationjustification

Differentiate based Differentiate based 
uponupon

Employee negotiationEmployee negotiation

FortitudeFortitudeFlexibilityFlexibility



Delivering Cash RewardsDelivering Cash Rewards
Ideas for ConsiderationIdeas for Consideration

High (really) salary increases for High (really) salary increases for Stars and Stars and HipotsHipots (highly engaged)(highly engaged)

Low (or zero) increases for disengagedLow (or zero) increases for disengaged

Introduce quarterly (six monthly) increasesIntroduce quarterly (six monthly) increases

Bonus awardsBonus awards -- multiplier (x2) for Starsmultiplier (x2) for Stars
-- early payouts for Starsearly payouts for Stars

Differentiate (and justify) all increasesDifferentiate (and justify) all increases

Disengaged (and moderately engaged) subsidize the highly engagedDisengaged (and moderately engaged) subsidize the highly engaged
StarsStars



Delivering Cash RewardsDelivering Cash Rewards



Delivering Cash RewardsDelivering Cash Rewards
Variable CompensationVariable Compensation

Strong incentive Strong incentive –– onetime significant paymentonetime significant payment

ShortShort--term (annual) retention elementterm (annual) retention element

However, sales compensation However, sales compensation 
pay earlypay early
retain retain –– has negative impacthas negative impact

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

0.5 0.5 –– 1.01.0Below AverageBelow Average
1.0 1.0 –– 1.51.5Average PerformerAverage Performer
1.5 1.5 –– 2.02.0Outstanding PerformerOutstanding Performer

MultiplierMultiplier



Wealth CreationWealth Creation
Wealth CreationWealth Creation

Use long term incentive plans (Use long term incentive plans (LTIPsLTIPs) ) egeg. stock options to . stock options to 
reward:reward:

PerformancePerformance
Employee continuityEmployee continuity

Again high performers should receive twice provisionAgain high performers should receive twice provision

LTIPsLTIPs should vest over time should vest over time –– in effect in effect handcuffshandcuffs

Ensure retaining high performers (not just loyalty), pay attentiEnsure retaining high performers (not just loyalty), pay attention on 
to expectations!to expectations!



Wealth CreationWealth Creation
Encourage stock ownership, ensure employee Encourage stock ownership, ensure employee 
understands potential understands potential double whammydouble whammy downside (lost downside (lost 
value, lost job)value, lost job)

Use (and communicate) other Use (and communicate) other wealthwealth creation vehicles:creation vehicles:
Pension PlanPension Plan
Housing AssistanceHousing Assistance
Education AssistanceEducation Assistance
EAPEAP
Annual MedicalsAnnual Medicals
Personal Training and TrainersPersonal Training and Trainers
Etc.Etc.

Healthy is wealthy for both employee and employerHealthy is wealthy for both employee and employer



ConclusionsConclusions
Successful Organizations Must Build and Successful Organizations Must Build and 
Sustain Business Results. Engage Employees.Sustain Business Results. Engage Employees.

Help CEO reach legacy goalsHelp CEO reach legacy goals
Identify and retain High PerformersIdentify and retain High Performers
Update compensation strategyUpdate compensation strategy
Be open and flexibleBe open and flexible
Use cash and equityUse cash and equity--based comp. creativelybased comp. creatively
6 monthly reviews of salary6 monthly reviews of salary
Multiply bonus awardsMultiply bonus awards
Control numbers Control numbers –– High PerformersHigh Performers


