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Key ConceptsKey Concepts

• The right foundation for your pay programs 
ensures that the right people are doing the right 
things in the right way

• The passion of a workforce cannot be duplicated 
by competitors—compensation can unleash that 
passion

• Execution, drive, ambition and confidence are by-
products of an effective rewards strategy

• A competitive advantage is sustained only when 
the culture demands employee ownership of the 
company’s future
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Some Cisco FactsSome Cisco Facts
• $130 billion in market value
• $40 billion in annual sales
• 10 years ago—mostly know for building switching 

systems (routers) that find most efficient path for info on 
internet

• Today—presence in virtually every corner of Web’s 
infrastructure from network hardware to network 
management software to routers that run wireless 
networks in your home

• No material layoffs during economic downturn
• Has announced intention to pursue 30 disparate new 

market areas
• CEO has publicly predicted 12% to 17% annual growth 

over the course of the next five years—whatever 
happens to the economy in the short term
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Key Competitive Advantage 
Facts

“As much as three-quarters of the 
world’s digital data now passes through 
Cisco’s equipment…”

“Despite taking the same hit as the rest 
of the computer industry earlier this 
year, Cisco’s stock is climbing (up 
17%...in the last month)…”
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Facts
Key Competitive Advantage 
Facts

“Cisco is feeling so confident that it
is even planning a new integrated 
hardware/software platform (Cisco 
Unified Computing System) that puts it 
in direct competition with its former 
strategic partners, IBM & Hewlett 
Packard, for control of data centers run 
by large corporations.”
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No Always So….No Always So….
• Fall, 2001—world’s most valuable 

corporation with a market cap of $500 
billion

• Chambers leaves on Christmas 
vacation with 26-week backlog of 
orders and 70% annual growth

• Came back to collapsed industry
• By mid-January 2002, 70% growth 

went to minus 45%
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“Under Chamber’s leadership. 
Cicso kept its cool. There were 
losses and there were layoffs, but 
after the cuts Cisco gained market 
share against its even more 
damaged competitors—and hasn’t 
stopped.”
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How a CEO Thinks
John Chambers

“We’ve learned our lessons with each 
downturn in this company’s history, and 
we’ve fine-tuned them as we’ve gone 
along.  Now we have our playbook, 
with its four key elements, and we’re 
going to run that game no matter what 
the short-term situation looks like.”
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“Even in this downturn, we intend 
to be the most aggressive we’ve 
ever been.”

“We basically wrote the press 
release for five years from now.”
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PlaybookPlaybook
1. Be Realistic— gauge how many challenges are 

created by economy and how many are self-inflicted

2. Assess Your Situation— ask how long a 
downturn will last and how deep it will be; it will 
usually be longer than you think

3. Get Ready for the Upturn— Cisco has 
announced a major sponsorship of 2012 Olympic 
games in London

4. Get Closer to your Customers
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3 Unwritten Rules3 Unwritten Rules
1. Watch the Stock Market– “when the crash came 

in 2001, the stock market had been going down for a 
year, but we hadn’t really noticed.”

2. Always have More Cash, Not Less— “We 
didn’t have enough cash going into 2001. This time 
we went into it with $34 billion. That wasn’t 
accidental.”

3. Be Aggressive— following 2001 crash, Cisco 
embarked on one of the most spectacular  acquisition 
programs in high tech history—more than 130 
companies to date—expanding product offerings 
across a broad range of technology lines
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Competitive AdvantageCompetitive Advantage

A company is in a position to produce 
surplus profits (greater than 
competitors’) due to unique product, 
pricing or resource advantages. Thus, 
its profitability is greater than the 
average profitability of all other 
companies competing for the same set 
of customers.
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Sustainable Competitive 
Advantage

The company’s strategies enable it to 
maintain above-average profitability for 
a number of years. This is typically due 
to the creation of processes and 
positions that are difficult to duplicate. 

(However, the advantage may still 
attract competitors and are rarely 
impossible to duplicate.)
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What does it take to produce a 
competitive advantage?
What does it take to produce a 
competitive advantage?

• People 
• Culture
• People 
• Culture
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Organizational CultureOrganizational Culture

“…the specific collection of values and 
norms that are shared by people and 

groups in an organization and that control 
the way they interact with each other and 

with stakeholders outside the 
organization…”
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Organizational CultureOrganizational Culture

“Organizational values are beliefs and ideas 
about what kinds of goals members of an 

organization should pursue and ideas about 
the appropriate kinds or standards of 

behavior organizational members should use 
to achieve these goals…”
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Organizational CultureOrganizational Culture

“From organizational values develop 
organizational norms, guidelines or 

expectations that prescribe appropriate 
kinds of behavior by employees in 

particular situations ...”

“From organizational values develop 
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kinds of behavior by employees in 

particular situations ...”
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to your organization and then stay? 
What gets great people to come
to your organization and then stay? 
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Great TalentGreat Talent

• Not good talent, great talent
• People believe in and commit to the 

vision and strategy
• People with an ownership—not an 

entitlement—mentality
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• Entrepreneurial
• Ownership-oriented
• Reasonable
• Expects long-term rewards for patience 

during down years
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Four KeysFour Keys

Compelling FutureCompelling Future Positive Work Positive Work 
EnvironmentEnvironment

Opportunities for Opportunities for 
Personal and Personal and 

Professional GrowthProfessional Growth
Financial RewardsFinancial Rewards
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What Type of Compensation 
Package Do They Respond to?

What Type of Compensation 
Package Do They Respond to?

25



Building Unified
Financial Visions

Executive 
Benefit Plans

Core Health & 
Welfare Plans

Equity Awards

Salary

Long-term 
Cash 

Awards

Qualified 
Retirement 

Plans

Non-qualified 
Retirement

 Plans

Short-term 
Cash 

Incentives

Compensation PantryCompensation Pantry
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Culture is Competitive Culture is Competitive 
AdvantageAdvantage

Sustainable GrowthSustainable Growth

Ownership MentalityOwnership Mentality
Line of SightLine of Sight

Deferred GratificationDeferred Gratification
Win Talent WarsWin Talent Wars

SelfSelf--financingfinancing
Abundance MentalityAbundance Mentality

Participation in Participation in 
Value CreationValue CreationConfidence in LifestyleConfidence in Lifestyle

Salary/STIPSalary/STIP BenefitsBenefits Retirement/LTIPRetirement/LTIP

Sustainable Sustainable 
Cash FlowCash Flow SecuritySecurity Wealth AccumulationWealth Accumulation

Total RewardsTotal Rewards
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Cash 
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WealthWealth
Accumulation NeedsAccumulation Needs

CashCash
NeedsNeeds

SecuritySecurity
NeedsNeeds

SalarySalary

ShortShort--term Cash term Cash 
IncentivesIncentives

LongLong--term CAterm CA Equity AwardsEquity Awards

Core Health & Core Health & 
Welfare PlansWelfare Plans

Executive    Executive    
Benefit PlansBenefit Plans

Qualified Qualified 
Retirement Retirement 

PlansPlans

Nonqualified Nonqualified 
Retirement Retirement 

PlansPlans
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Compensation as a Competitive AdvantageCompensation as a Competitive Advantage

Why we ExistWhy we Exist
Vision, Mission , Vision, Mission , 
Values StatementValues Statement

Strategic PlanStrategic Plan

Capital/Cash FlowCapital/Cash Flow
Marketing Marketing 
OperationsOperations
Product DevelopmentProduct Development
Customer ServiceCustomer Service

Strategy & Strategy & 
Market Market 
ExpansionExpansion

Discovery & DiagnosisDiscovery & Diagnosis
Rewards GamePlanRewards GamePlan

Compensation  DesignCompensation  Design
& Implementation& Implementation

Performance Performance 
Management & Rewards Management & Rewards 

ReinforcementReinforcement

Line of SightLine of Sight

Culture thatCulture that’’s s 
not not ““CopyableCopyable””

Total Rewards FoundationTotal Rewards Foundation
And PhilosophyAnd Philosophy

Present Present 
CompanyCompany

FutureFuture
CompanyCompany

Mission and Mission and 
ValuesValues

VisionVision

StrategyStrategy

ExecutionExecution

SuccessSuccess

ConfidenceConfidence
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What if your culture demanded…What if your culture demanded…

• Only talented, committed and focused 
people need apply

• No sense of entitlement (we’re 
rewarded for achieving well-defined 
goals)

• All employees think and behave like 
owners
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Compensation PantryCompensation Pantry
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Compensation decisionsCompensation decisions

• Which pieces should we use?
• How much of each?
• Under what terms and conditions 

should they be realized?

• Which pieces should we use?
• How much of each?
• Under what terms and conditions 

should they be realized?
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SalariesSalaries

• What standards should we 
compare to?

• How much should we pay?

• How should we evaluate and 
determine increases/changes?

• How should we address internal 
equity?

• What standards should we 
compare to?

• How much should we pay?

• How should we evaluate and 
determine increases/changes?

• How should we address internal 
equity?
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Short-term incentivesShort-term incentives

• Who should be eligible?

• How large should they be?

• What should they be based on?

• When should they be paid?
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• How large should they be?

• What should they be based on?

• When should they be paid?
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Long-term incentivesLong-term incentives

• Who should be eligible?

• How large should they be?

• When should they be awarded?

• When should they be redeemed?

• Should we use stock?

• How should their growth be measured?
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• How should their growth be measured?
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Incentive PlansIncentive Plans

ConditionalConditional
PaymentPayment

CashCash
oror

StockStock

ShortShort--
oror

LongLong--TermTerm

FixedFixed
oror

UndeterminedUndetermined
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IndicatorsIndicators

What specific and measurable 
indicators will best reflect the 
improvements desired?

What specific and measurable 
indicators will best reflect the 
improvements desired?
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IndicatorsIndicators

Identify the indicators that will be used to
measure performance in each area

For example: 
• Company—Revenue growth and net Income 
• Department—New assets, performance 

(alpha), MBOs met
• Individual—Performance goal achievement

Identify the indicators that will be used to
measure performance in each area

For example: 
• Company—Revenue growth and net Income 
• Department—New assets, performance 

(alpha), MBOs met
• Individual—Performance goal achievement
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2009 Performance Matrix2009 Performance Matrix

36,000             100% 115% 130% 140% 150%

33,000             80% 100% 115% 130% 140%

30,000             60% 80% 100% 115% 130%

27,000             45% 60% 80% 100% 115%

24,000             30% 45% 60% 80% 100%

81,000$           85,500$          90,000$          94,500$          99,000$             

Loans

Deposits
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Company IndicatorsCompany Indicators Department IndicatorsDepartment Indicators
Return on EquityReturn on Equity New LoansNew Loans

Return on AssetsReturn on Assets DepositsDeposits

EPSEPS Net Interest SpreadNet Interest Spread

Gross SalesGross Sales Gross SalesGross Sales

Net IncomeNet Income Gross MarginGross Margin

Earnings Before IncentivesEarnings Before Incentives Overhead PercentageOverhead Percentage

EBT, EBIT, EBITDAEBT, EBIT, EBITDA Average Daily Room RateAverage Daily Room Rate

Economic Profit (Productivity Profit)Economic Profit (Productivity Profit) Average Daily Occupancy RateAverage Daily Occupancy Rate

Revenue per employeeRevenue per employee Contribution MarginContribution Margin

Profit per employeeProfit per employee Expenses to BudgetExpenses to Budget

Customer satisfaction indicatorsCustomer satisfaction indicators Production QuotasProduction Quotas

Employee Retention PercentageEmployee Retention Percentage

RegistrationsRegistrations

Client ReferralsClient Referrals

AlphaAlpha

Number of MBOs metNumber of MBOs met
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Grant equity or   
no equity?

NoNoFullFullEquityEquity

AppreciationAppreciation

Full value or 
appreciation 

only?

Performance 
based?

Stock 
Options

Performance 
Shares

Restricted Stock

YesYes
No EquityNo Equity

Reward for value 
increase or financial 

performance?

FullFull

AppreciationAppreciation

Phantom Stock

Stock Appreciation 
Rights

YesYes

Deferred Stock 
Units

Full value or 
appreciation 

only?

Performance 
Based?

ValueValue NoNo

FinancialFinancial

Appreciation-
performance 

based or 
self-directed?

AllocationAllocation
Profit/EVA Pool

Reward for 
profit/cash 

flow or other 
metrics?

Performance 
Units

OtherOther ObjectivesObjectives

Allocation 
or objectives 

based?

SelfSelf--directeddirected

Strategic Deferred 
Compensation

Performance Performance 
BasedBased ProfitProfit
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Core BenefitsCore Benefits

• What standards should we compare to?

• How will we evaluate cost vs. benefits?

• How much selection should we give to the 
employees?

• How will we monitor utilization and 
appreciation?

• What standards should we compare to?

• How will we evaluate cost vs. benefits?

• How much selection should we give to the 
employees?

• How will we monitor utilization and 
appreciation?
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Executive BenefitsExecutive Benefits

• For competitive purposes will we need to 
supplement our benefits for the executive 
team?

• How will we determine appropriateness?
• How will we evaluate cost vs. benefits?
• How much selection should we give to the 

employees?
• How will we align these choices with our 

strategic goals?

• For competitive purposes will we need to 
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Qualified Retirement PlansQualified Retirement Plans

• How will we determine the proper plan(s) 
(401k, PS, pension)?

• How will we set the company investment 
(against what standards)?

• How will we monitor our return on 
investment?

• How will we determine the proper plan(s) 
(401k, PS, pension)?

• How will we set the company investment 
(against what standards)?

• How will we monitor our return on 
investment?
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Non-qualified Retirement PlansNon-qualified Retirement Plans

• How will we determine the need for such a 
plan?

• How will we select the optimal plan for our 
organization?

• What will be our investment and how will we 
measure its return?

• How will we use this plan to enhance 
attraction and retention of executive talent?

• How will we determine the need for such a 
plan?

• How will we select the optimal plan for our 
organization?

• What will be our investment and how will we 
measure its return?

• How will we use this plan to enhance 
attraction and retention of executive talent?
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Sustaining your rewards 
investment
Sustaining your rewards 
investment

• How will we manage the administrative 
responsibilities of our rewards programs?

• How will we monitor the financial impact of 
our plans?

• How will we manage the legal and compliance 
duties?

• How will we communicate and reinforce the 
value to our employees?
How will we assure consistent alignment of 
our plans with our company’s business 
strategy?

• How will we manage the administrative 
responsibilities of our rewards programs?

• How will we monitor the financial impact of 
our plans?

• How will we manage the legal and compliance 
duties?

• How will we communicate and reinforce the 
value to our employees?
How will we assure consistent alignment of 
our plans with our company’s business 
strategy?
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as aas a
CompetitiveCompetitive
Advantage Advantage 

CompellingCompelling
FutureFuture

Belief inBelief in
BusinessBusiness
StrategyStrategy

OpportunitiesOpportunities
ForFor

GrowthGrowth

AlignedAligned
PhilosophyPhilosophy

AttractionAttraction
CapacityCapacity

OwnershipOwnership
MentalityMentality

ClearClear
StandardsStandards

BalanceBalance

Return onReturn on
InvestmentInvestment

Desired Desired 
ResultsResults

RewardsRewards
ReinforcementReinforcement

LineLine
ofof

SightSight

Future
Future

Fou
nd

ati
on

Fou
nd

ati
onFramework

Framework

Fo
cu

s
Fo

cu
s
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Rewards to ResultsRewards to Results

48

RewardsRewards

FocusFocus

Execution (behavior)Execution (behavior)

ResultsResults
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Where do I begin?Where do I begin?
Make a clear assessment of where you 

stand with your employees and the impact 
of your current rewards strategies.

Make a clear assessment of where you 
stand with your employees and the impact 

of your current rewards strategies.
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First two things to measureFirst two things to measure

• 4F condition
• Motivation value of your incentive 

plans

• 4F condition
• Motivation value of your incentive 

plans
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LeadershipLeadership
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AssociatesAssociates
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CompensationCompensation
SnapshotSnapshot

LeadershipLeadership
DiagnosticDiagnostic

AssociateAssociate
DiagnosticDiagnostic

FutureFuture FoundationFoundation FrameworkFramework FocusFocus

13 19 12 14

54

4F Assessment4F Assessment



Building Unified
Financial Visions

FutureFuture

• Are employees and leaders in 
synch on where the company is 
headed and how it is to get there?

• Do employees and leaders agree 
that future opportunities for 
employees are clearly defined?

• Are employees and leaders in 
synch on where the company is 
headed and how it is to get there?

• Do employees and leaders agree 
that future opportunities for 
employees are clearly defined?
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FoundationFoundation

• Do employees and leaders see 
the connection between the 
business strategy and the 
compensation programs

• Is the company committed to 
following clear and acceptable 
standards for pay decisions?

• Do employees and leaders see 
the connection between the 
business strategy and the 
compensation programs

• Is the company committed to 
following clear and acceptable 
standards for pay decisions?
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FrameworkFramework

• Does everyone recognize and 
respect the process for 
determining the form and value of 
rewards offerings?

• Does everyone appreciate the 
balance between short- and long-
term incentive opportunities?

• Does everyone recognize and 
respect the process for 
determining the form and value of 
rewards offerings?

• Does everyone appreciate the 
balance between short- and long-
term incentive opportunities?
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FocusFocus

• Does everyone understand how 
and when they will be paid under 
all the rewards programs?

• Does everyone agree that the 
rewards programs support both 
shareholder and employee goals?

• Does everyone understand how 
and when they will be paid under 
all the rewards programs?

• Does everyone agree that the 
rewards programs support both 
shareholder and employee goals?
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Complimentary OfferComplimentary Offer

VisionLink invites you to participate in 
a 4F Assessment:

Shareholder/Owner Survey
Employee survey (up to 10 people)
VisionLink will provide you a summary 
report and hold a phone conference.

Indicate interest on final survey

VisionLink invites you to participate in 
a 4F Assessment:

Shareholder/Owner Survey
Employee survey (up to 10 people)
VisionLink will provide you a summary 
report and hold a phone conference.

Indicate interest on final survey
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The VisionLink Advisory GroupThe VisionLink Advisory Group

• Leadership
• Relationship
• Creativity
• Experience
• Wisdom

• Leadership
• Relationship
• Creativity
• Experience
• Wisdom
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Best in the WorldBest in the World

Compensation Programs that:
• Impact execution
• Improve productivity
• Enhance recruiting and retention
• Create greater focus
• Measure & improve your ROTRI™

Compensation Programs that:
• Impact execution
• Improve productivity
• Enhance recruiting and retention
• Create greater focus
• Measure & improve your ROTRI™
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Next Online Seminar:Next Online Seminar:

“I’m Paying $1 Million to My Top 5 People, 
What am I Getting for It?”

To be held on:
Tuesday, August 25th, 2009 

“I’m Paying $1 Million to My Top 5 People, 
What am I Getting for It?”

To be held on:
Tuesday, August 25th, 2009 
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Check out our NEW website:
www.VLadvisors.com

Check out our NEW website:
www.VLadvisors.com

You can also subscribe to our new blogYou can also subscribe to our new blog
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Questions?Questions?
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Thank you for attendingThank you for attending

Please complete our brief survey immediately Please complete our brief survey immediately 
following our presentation. following our presentation. 

We value your input.We value your input.

You may request a copy of our slides and the You may request a copy of our slides and the 
4F Diagnostic.4F Diagnostic.

65The VisionLink Advisory Group The VisionLink Advisory Group www.vladvisors.comwww.vladvisors.com
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Thank You!Thank You!

Ken Gibson
Senior Vice President
949-265-5703
kgibson@vladvisors.com

Ken GibsonKen Gibson
Senior Vice PresidentSenior Vice President
949949--265265--57035703
kgibson@vladvisors.comkgibson@vladvisors.com
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