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h d f d l dWe’re happy to provide a copy of today’s slides.  
Information will be provided at the close 

of the presentation.p

To open or close 
the control panel:
Click the red arrow

For questions during 
today’s presentation:

Q: Are the slides available?

A: Yes, more info will be provided at the end

today s presentation:
Use the question area
on your control panel

Webinar
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Key Questionsy

 How do I simplify 
decisions about pay?

 How do I balance salary 
and incentives?

 Who should participate 
in incentives?

 How do I avoid making 
pay decisions in a 

55
“vacuum?”



Framing the Issueg

Company AuACompany AuA
 10 Year‐Old Healthcare Company, $50 million in annual revenue, 250 ees
 Collects online pay data once every two years
 Sets salaries at the high end of market paySets salaries at the high end of market pay
 Pays an annual discretionary bonus—owners’ decision
 Considering long‐term profit‐based incentive plan
 Calls VisionLink to determine who should be eligible for the LTIPg
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Framing the Issueg

Company BuACompany BuA
 15 Year‐Old Logistics Company, $100 million in annual revenue, 500 ees
 Has three primary divisions—fulfillment, product development, shipping
 Has some salary ranges set but not company wideHas some salary ranges set but not company wide
 Has four different bonus plans

▪ One for each division and another one for senior execs
 Calls VisionLink for help with designing a phantom stock plan
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Framing the Issueg

Company CCompany C
 20 Year‐Old Manufacturing Company; $150 million in annual revenue; 750 ees
 New CFO & VP HR
 Set salary grades seven years ago, but has doubled in size since then Set salary grades seven years ago, but has doubled in size since then 
 Bonus plan tied to KPIs, senior level management only
 Want to expand bonus eligibility
 Want to introduce long‐term incentive plan g p
 Calls VisionLink and asks what’s typical for companies in their industry and of 

their size—bonus and LTIP
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If You Were VisionLink…

• What would you recommend?• What would you recommend?
• Where would you begin?
• What is the right answer for each company?

C  A C  B C  C

What is the right answer for each company?
• What are the common denominators?

Company A Company B Company C
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The Common Denominators

C  A C  B C  CCompany A Company B Company C

• No underlying pay philosophy
• Ad hoc or “siloed” decision making
• No compensation strategy continuity

N  f k f   ki    d i i
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• No framework for making pay decisions



The Key to Success—Starting Pointy g

Form a Total Compensation Structure
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Total Compensation Structurep

 Meaning
 Types

f Benefits
 Construction
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Compensation PhilosophyCompensation Philosophy Total Compensation StructureTotal Compensation StructureCompany Business ModelCompany Business Model
Company Business ModelCompany Business Model Compensation PhilosophyCompensation Philosophy Total Compensation StructureTotal Compensation Structure

Our values and beliefs about Our values and beliefs about 
pay (that will help us fulfill our pay (that will help us fulfill our 

business model)business model)

Our system for operating pay Our system for operating pay 
programs (per our comp programs (per our comp 

philosophy)philosophy)

Our plan for generating Our plan for generating 
revenue and profitsrevenue and profits

Rewards Plan OperationRewards Plan Operation

•• WhyWhy do we pay our employees?do we pay our employees?
•• What do we What do we pay for pay for (desired (desired 
outcomes)?outcomes)?

•• How much How much do we pay (relative to do we pay (relative to 
)?)?

•• How do I benchmark my positions ?How do I benchmark my positions ?
•• How do we  treat positions for How do we  treat positions for 
which there is no market data?which there is no market data?

•• How do we value rewards How do we value rewards 
f hi h th if hi h th i

•• How does the company make How does the company make 
money?money?

•• How do we create and maintain How do we create and maintain 
our competitive advantage?our competitive advantage?

General BenefitsGeneral Benefits

•• How do we make How do we make 

Executive BenefitsExecutive Benefits

•• What supplemental What supplemental 

LongLong‐‐term term 
IncentivesIncentives

•• How are awards How are awards 

BonusesBonuses

•• What elements are What elements are 

SalariesSalaries

•• How do we manage How do we manage 
//

Financial Financial StewadshipStewadship Partnership ReinforcementPartnership ReinforcementOperational IntegrityOperational Integrity
Financial StewardshipFinancial StewardshipOperational IntegrityOperational Integrity Partnership ReinforcementPartnership Reinforcementpeers)?peers)?

•• HowHow do we pay (to spur do we pay (to spur 
productivity)?productivity)?

•• HowHow do our pay programs do our pay programs 
differentiate us from our differentiate us from our 

programs for which there is no programs for which there is no 
benchmark data?benchmark data?

•• How do we organize our positions How do we organize our positions 
within grades to simplify pay within grades to simplify pay 
management?management?

decision about decision about 
altering or adding altering or adding 
benefits?benefits?

•• How do we control How do we control 
escalating insurance escalating insurance 

life, disability and life, disability and 
health plans?health plans?

•• What performance What performance 
or years of service or years of service 
criteria should be criteria should be 

determined?determined?
•• How frequently are How frequently are 
they granted?they granted?

•• What vesting What vesting 
schedule will we schedule will we 

included?included?
•• What metrics do we What metrics do we 
use?use?

•• How frequently do How frequently do 
we pay?we pay?

merit and/or cost of merit and/or cost of 
living adjustments?living adjustments?

•• How do we adjust How do we adjust 
for promotions or for promotions or 
grade grade 

Financial StewardshipFinancial Stewardship

Our plan for maximizing the Our plan for maximizing the 
return  on our compensation return  on our compensation 

investmentinvestment

Operational IntegrityOperational Integrity

Our plan for assuring Our plan for assuring 
consistent, fair and wise consistent, fair and wise 

decision makingdecision making

Partnership ReinforcementPartnership Reinforcement

Our plan for insuring our Our plan for insuring our 
employees understand and employees understand and 

value our rewards propositionvalue our rewards proposition
competitors?competitors?

gg
•• How do we assign relative values How do we assign relative values 
for each rewards program by for each rewards program by 
grade?grade?

gg
costs?costs?

•• When should When should 
employees become employees become 
eligible for benefit eligible for benefit 
programprogram

•• What additional What additional 
benefits (car benefits (car 
allowance, cell allowance, cell 
phone, etc.) should phone, etc.) should 
be adopted?be adopted?

use?use?
•• What events will What events will 
trigger payments?trigger payments?

•• How will awards be How will awards be 
al ed?al ed?

p yp y
•• How do we adjust How do we adjust 
for notfor not‐‐targeted targeted 
performance?performance?

•• How do we account How do we account 
for indi id alfor indi id al

gg
advancements?advancements?

•• How do I set an How do I set an 
appropriate salary appropriate salary 
budget?budget?

•• Ho sho ld salarHo sho ld salar

investmentinvestment

•• What is my total compensation What is my total compensation 
investment?investment?

•• How are our plans forecastingHow are our plans forecasting

decision makingdecision making

•• How do we validate the How do we validate the 
effectiveness of our pay effectiveness of our pay 
programs?programs?

value our rewards propositionvalue our rewards proposition

•• How do we communicate the How do we communicate the 
true value of our rewards true value of our rewards 
proposition?proposition? program program 

enrollment?enrollment?
be adopted?be adopted?valued?valued?for individual for individual 

performance?performance?
•• How do we set How do we set 
minimum minimum 
performance performance 

•• How should salary How should salary 
adjustments reflect adjustments reflect 
our pay philosophy?our pay philosophy?

How are our plans forecasting How are our plans forecasting 
against budget?against budget?

•• What are the right metrics for What are the right metrics for 
measuring my compensation measuring my compensation 
ROI?ROI?

programs?programs?
•• How do we ensure we are How do we ensure we are 
paying consistent with our paying consistent with our 
compensation philosophy?compensation philosophy?

•• What programs should weWhat programs should we

p pp p
•• How do we assess employee How do we assess employee 
understanding and understanding and 
appreciation?appreciation?

•• What is the right way to What is the right way to 
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thresholds?thresholds?
ROI?ROI?What programs should we What programs should we 

consider expanding or consider expanding or 
eliminatingeliminating

g yg y
communicate significant communicate significant 
compensation events to our compensation events to our 
employees?employees?



Compensation Philosophyp p y

 Does the company have a written Does the company have a written 
compensation philosophy statement? 

 Does it clearly articulate what the company 
ll f d h l h lwill pay for and how it plans to share value? 

 Does it define where the company wants to 
be relative to market pay standards for be relative to market pay standards for 
salaries and total compensation?  

 Does it establish a balance between 
guaranteed and incentive pay?  

 What about between short‐term and long‐
term incentives (or what VisionLink refers to 

1414

term incentives (or what VisionLink refers to 
as value‐sharing)?



What Is Your Compensation Philosophy?

 Where should salaries be Where should salaries be 
targeted?

 How will the company budget p y g
employee bonuses?

 What about long‐term g
incentives?

 How do retirement and 
employee benefits fit into the 
picture?

h h l
1515

 Do you have other employee 
perquisites?



Market Pay Assessmenty

 Benchmark your roles against salary surveys Benchmark your roles against salary surveys
 Major House Surveys

 Industry Surveys Industry Surveys

 Internet Surveys

G  S i i Government Statistics

25th 50th 75th

Towers Watson Accountant 1 15% 47.0           52.5           58.0          
Position

Market DataEmployee 
AverageWeighting

Premium/
DiscountMatchSurvey

Mercer Accountant ‐ Entry 10% 10% 50.1             52.5             55.3            
Radford Accountant 1 5% 55.4             59.1             63.8            
Salary.com Accountant ‐5% 15% 40.7             44.3             46.5            
ERI Accounting ‐ Junior 10% 50.2             54.6             61.3            
Kenexa Accounting Associate 10% 53.7             58.9             62.4            

Junior Accountant 51.4

1616

BDG Accountant I 5% 5% 44.2           50.1           54.3          
Pay Scale Junior Accountant 15% 42.7             46.8             49.0            
Robert Half Accounting Level 1 10% 51.3             56.0             59.5            
DOL Accountant 5% 47.3             51.8             55.4            

Aggregate Benchmark 100% 48.3            52.7             56.6           



Building Salary Rangesg y g

 Align salaries to your Compensation 
Philosophy and the Market Data

 Four Approaches
 Pure Market Pricing g

 Traditional Grade Structure 

B db d St t   Broadband Structure 

 Hybrid Structure

1717



Pure Market Pricing Approach
Creates a fixed range of pay for positions based exclusively on market data.  Creates a fixed range of pay for positions based exclusively on market data.  
Rewards eligibility and targets are set at the position level.

Salary

Role Market Source 25th Median 75th Pros:Role Market Source 25th  Median 75th

Accountant I

Towers Watson ‐ Accountant I 38.1 42.1 43.2

Mercer ‐ Accountant Level I 35.5 37.4 39.8

Pearl Meyer ‐ Junior Accountant 40.1 44.2 47.4

Radford ‐ Accountant Entry 37.6 39.1 43.1

Pros:
Highly accurate.
Works well in very small 
companies where 
positions are common. 

Average 37.8 40.7 43.4

Salary

Role Market Source 25th  Median 75th

T W t A t t II 46 3 51 1 52 5

Cons:
Can be administratively 
burdensome Lack of

Accountant II 

Towers Watson ‐ Accountant II 46.3 51.1 52.5

Mercer ‐ Accountant Level II 43.1 45.4 48.3

Pearl Meyer ‐ Accountant 48.7 53.7 57.6

Radford ‐ Accountant Intermediate 45.7 47.5 52.4

Average 45.9 49.4 52.7

burdensome.  Lack of 
relevant market data for 
positions makes it 
challenging to establish a 
pay range.  

Salary

Role Market Source 25th  Median 75th

Towers Watson ‐ Accountant III 54.8 60.6 62.2

51 1 53 8 57 3

Example Use: 
A small hierarchical 
accounting firm with very

1818
Accountant Senior

Mercer ‐ Accountant Senior 51.1 53.8 57.3

Pearl Meyer ‐ Accountant Senior 57.7 63.6 68.2

Radford ‐ Senior Accountant 54.1 56.3 62.0

Average 54.4 58.6 62.4

accounting firm with very 
limited rewards structure.  



Traditional Salary Structure
Positions are categorized inside of a system with many ranges, each with a minimum g y y g ,
midpoint, and maximum.  Rewards eligibility and targets are determined by level.

Pros:Min    Mid    Max

Provides narrow ranges of 
pay for all positions.  Works 
well in very large, highly 
structured promotion 
minded organizations i e :Mi Mid M

Min    Mid    Max

Min    Mid    Max

minded organizations i.e.: 
Government, Military, 
Universities.

Cons:Min    Mid    Max

Min    Mid    Max

Min    Mid    Max

Extremely Rigid.  Very little 
overlap of ranges.  Can be 
difficult to maintain and 
administer.

Min    Mid    Max

Min    Mid    Max

Example Use:
The U.S. Military, where 
promotion into a new Min    Mid    Max

Min    Mid    Max

Min    Mid    Max

1919

position may grant you 
access to a new level of 
reward eligibility

Min    Mid    Max

Min    Mid    Max



Broadband Structure
Positions are categorized inside a few broad ranges to allow for maximum discretion 
in pay decisions.  Rewards eligibility is flexibly determined by band. 

Pros:
Provides maximum flexibilityMinimum Midpoint Maximum Provides maximum flexibility 
for making pay decisions.  
Simple to administer.  
Focuses on lateral movement 
rather than promotion.

Executive Level BandExecutive Level Band

Minimum Midpoint Maximum

Cons:
May not provide tight 
correlation to actual market 
conditions. Actual pay, Manager Level BandManager Level Band

Minimum Midpoint Maximum

p y,
although inside the range, 
may not be tightly correlated 
to the market.

Example Use: Professional Level BandProfessional Level Band

Minimum Midpoint Maximum

p
A progressive online 
business where employees 
are encouraged to explore 
lateral moves over 
promotion High level of

Minimum Midpoint Maximum

Professional Level BandProfessional Level Band

2020

promotion.  High level of 
rewards flexibility and 
eligibility is simply defined.

Entry Level BandEntry Level Band



Hybrid Rewards Structure
All  f  b d fl ibilit  i id   f    i    hi h  

Min Mid Max

Allows for broad flexibility inside of a progressive pay hierarchy. 

Pros:
Combines the best of

Min Mid Max

Combines the best of 
elements of a broadband 
and traditional structure.  

Cons:  

Min Mid Max

Min Mid Max

Does not capture the full 
value of either a 
broadband or traditional 
structure.

Min Mid Max

Min Mid Max

Example Use: 
Hybrid structures are 
fairly common today.  
Because of the number 
of bands/grades it is easy 
to tie eligibility to multiple 
rewards programs.  They 
support both lateral 
movement inside the

Min Mid Max

Min Mid Max

2121

movement inside the 
grade as well as 
promotional movement to 
the next grade.

Min Mid Max



Building Out Your Structureg

 Now that Salary Ranges have been established we can y g
see what other rewards can be tied to the structure

 Use your Compensation Philosophyy p p y
 Common to have all rewards tied to the ranges
 Incentive Eligibility (Short & Long Term)g y ( g )

 Incentive Targets

 Executive PerquisitesExecutive Perquisites

 Vacation (PTO/FTO Programs)

 Supplemental Insurance Programs

2222

 Supplemental Insurance Programs



The Final Structure 

Annual Car Grade/

Salary Range

Bonus  LTIP 
Financial 
Planning 

Deferred 
Comp 

Deferred 
Comp Max 

401k 
Match  Vacation % Phantom % Phantom 

Health, 
Dental, 

Min Mid Max
1           203,531        271,375        339,219      50.0% 100% 50% 50% 5% Yes 5% $11,141 Unlimited Unlimited 15,000 20,000       
2           150,078        200,103        250,129      35.0% 75% 50% 50% 5% Yes 5% $11,141 Unlimited Unlimited 10,000 12,500       
3           119,497        159,329        199,161      25.0% 50% 100% 0% 5% Yes 5% $11,141 25                5                  5,000 8,000         
4           102,632        136,843        171,054      20.0% 25% 100% 0% 5% $6,127 25                5                  5,000
5           81,293          101,616        121,940      15.0% 5% $6,127 25                5                  5,000

$

AllowBand Sick DaysTarget Target PerkElegible MatchMax % DaysStock FV Stock AO Life

6           69,720          87,150          104,580      15.0% 5% $6,127 15              5               
7           58,564          73,205          87,846        10.0% 5% $6,127 15                5                 
8           50,176          62,720          75,264        10.0% 5% $6,127 15                5                 
9           44,038          51,809          59,580        5.0% 5% $6,127 15                5                 
10         37,211          43,777          50,344        5.0% 5% $6,127 10                5                 
11         30,784          36,217          41,649        5.0% 5% $6,127 10                5                 
12 23 562 27 720 31 878 5 0% 5% $6 127 10 5

SalaryNonqualif ied 
R ti t

12         23,562          27,720          31,878        5.0% 5% $6,127 10              5               
13         19,529          22,975          26,421        0.0% 5% $6,127 10                5                 
14         17,354          20,417          23,479        0.0% 5% $6,127 10                5                 

y

Sales
Incentives

PerformanceExecutive 
B f it Pl

Qualif ied 
Retirement 

Plans

Retirement
Plans

2323

Incentives

Growth
Incentives

Core Health
& Welfare 

Plans

Benef it Plans



The Financial Dashboard

T t l C tC All C t EE
 Financial 
Pl i

Grade/
B d STIP T t LTIP T t

 Health, 
Dental, & 

Lif
 Total Salary 

C t
401k Match 
C t ib ti

Deferred 
Comp 
M t h

 Vacation 
D

1           275,000                 137,500              137,500         17,500              13,750        11,141        Unlimited 15,000           20,000           627,391        627,391     
2           606,900                 212,415              159,311         52,500              30,345        33,423        Unlimited 30,000           37,500           1,162,394     387,465     
3           516,214                 129,054              64,527           52,500              25,811        33,423        49,636        15,000           24,000           920,091        306,697     
4           748,942                 149,788              187,236         93,000              ‐              36,762        72,014        30,000           ‐                 1,332,144     222,024     
5           887,638                 133,146              ‐                 135,000          ‐            61,270      85,350        50,000         ‐               1,369,473   136,947   

Total Cost Car Allow  Cost per EE Planning Band  STIP Target   LTIP Target  Life Cost  Contribution Match Days 

6           149,488                 22,423                ‐                  22,400              ‐              12,254        8,624          ‐                 ‐                 218,064        109,032     
7           1,241,521             124,152              ‐                  156,400            ‐              104,159      71,626        ‐                 ‐                 1,721,734     101,278     
8           826,026                 82,603                ‐                  86,800              ‐              85,778        47,655        ‐                 ‐                 1,144,747     81,768        
9           423,320                 21,166                ‐                  28,720              ‐              49,016        24,422        ‐                 ‐                 554,785        69,348        
10         501,331                 25,067                ‐                  25,080              ‐              73,524        19,282        ‐                 ‐                 653,924        54,494        
11 123 000 6 150 3 270 18 381 4 731 157 897 52 63211         123,000                 6,150                  ‐                 3,270              ‐            18,381      4,731          ‐               ‐               157,897      52,632      
12         210,800                 10,540                ‐                  8,720                ‐              49,016        8,108          ‐                 ‐                 291,238        36,405        
13         257,000                 ‐                      ‐                  10,450              ‐              67,397        9,885          ‐                 ‐                 349,674        31,789        
14         452,770                 ‐                      ‐                  19,950              ‐              128,667      17,414        ‐                 ‐                 627,508        29,881        

Total 7,219,950            1,054,003         548,574        712,290           69,906       764,211     418,747     140,000        81,500          11,131,066  

The Total Compensation Structure in conjunction with your 
Compensation Philosophy helps determine how to make 

2424

Compensation Philosophy helps determine how to make 
efficient and strategic changes to your rewards programs



How should the Structure be 
d?used?

 Setting Budgets
 Adding/Cutting a Rewards Program

b Reviewing Labor Costs
 Examining Total Compensation Expenditure

2525



Setting Budgetsg g

T t l C tC All C t EE
 Financial 
Pl i

Grade/
B d STIP T t LTIP T t

 Health, 
Dental, & 

Lif
 Total Salary 

C t
401k Match 
C t ib ti

Deferred 
Comp 
M t h

 Vacation 
D

1           275,000                 137,500              137,500         17,500              13,750        11,141        Unlimited 15,000           20,000           627,391        627,391     
2           606,900                 212,415              159,311         52,500              30,345        33,423        Unlimited 30,000           37,500           1,162,394     387,465     
3           516,214                 129,054              64,527           52,500              25,811        33,423        49,636        15,000           24,000           920,091        306,697     
4           748,942                 149,788              187,236         93,000              ‐              36,762        72,014        30,000           ‐                 1,332,144     222,024     
5           887,638                 133,146              ‐                 135,000          ‐            61,270      85,350        50,000         ‐               1,369,473   136,947   

Total Cost Car Allow  Cost per EE Planning Band  STIP Target   LTIP Target  Life Cost  Contribution Match Days 

6           149,488                 22,423                ‐                  22,400              ‐              12,254        8,624          ‐                 ‐                 218,064        109,032     
7           1,241,521             124,152              ‐                  156,400            ‐              104,159      71,626        ‐                 ‐                 1,721,734     101,278     
8           826,026                 82,603                ‐                  86,800              ‐              85,778        47,655        ‐                 ‐                 1,144,747     81,768        
9           423,320                 21,166                ‐                  28,720              ‐              49,016        24,422        ‐                 ‐                 554,785        69,348        
10         501,331                 25,067                ‐                  25,080              ‐              73,524        19,282        ‐                 ‐                 653,924        54,494        
11 123 000 6 150 3 270 18 381 4 731 157 897 52 63211         123,000                 6,150                  ‐                 3,270              ‐            18,381      4,731          ‐               ‐               157,897      52,632      
12         210,800                 10,540                ‐                  8,720                ‐              49,016        8,108          ‐                 ‐                 291,238        36,405        
13         257,000                 ‐                      ‐                  10,450              ‐              67,397        9,885          ‐                 ‐                 349,674        31,789        
14         452,770                 ‐                      ‐                  19,950              ‐              128,667      17,414        ‐                 ‐                 627,508        29,881        

Total 7,219,950            1,054,003         548,574        712,290           69,906       764,211     418,747     140,000        81,500          11,131,066  

Total Salary 
Budget1) What is your total budget for that element today?

2) How much are you looking to increase/decrease that 
budget?
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budget?
3) How should each grade/band be impacted?
4) What is the total cost impact of that change?



Adding/Reducing Rewards 
PPrograms

T t l C tC All C t EE
 Financial 
Pl i

Grade/
B d STIP T t LTIP T t

 Health, 
Dental, & 

Lif
 Total Salary 

C t
401k Match 
C t ib ti

Deferred 
Comp 
M t h

 Vacation 
D

1           275,000                 137,500              137,500         17,500              13,750        11,141        Unlimited 15,000           20,000           627,391        627,391     
2           606,900                 212,415              159,311         52,500              30,345        33,423        Unlimited 30,000           37,500           1,162,394     387,465     
3           516,214                 129,054              64,527           52,500              25,811        33,423        49,636        15,000           24,000           920,091        306,697     
4           748,942                 149,788              187,236         93,000              ‐              36,762        72,014        30,000           ‐                 1,332,144     222,024     
5           887,638                 133,146              ‐                 135,000          ‐            61,270      85,350        50,000         ‐               1,369,473   136,947   

Total Cost Car Allow  Cost per EE Planning Band  STIP Target   LTIP Target  Life Cost  Contribution Match Days 

6           149,488                 22,423                ‐                  22,400              ‐              12,254        8,624          ‐                 ‐                 218,064        109,032     
7           1,241,521             124,152              ‐                  156,400            ‐              104,159      71,626        ‐                 ‐                 1,721,734     101,278     
8           826,026                 82,603                ‐                  86,800              ‐              85,778        47,655        ‐                 ‐                 1,144,747     81,768        
9           423,320                 21,166                ‐                  28,720              ‐              49,016        24,422        ‐                 ‐                 554,785        69,348        
10         501,331                 25,067                ‐                  25,080              ‐              73,524        19,282        ‐                 ‐                 653,924        54,494        
11 123 000 6 150 3 270 18 381 4 731 157 897 52 63211         123,000                 6,150                  ‐                 3,270              ‐            18,381      4,731          ‐               ‐               157,897      52,632      
12         210,800                 10,540                ‐                  8,720                ‐              49,016        8,108          ‐                 ‐                 291,238        36,405        
13         257,000                 ‐                      ‐                  10,450              ‐              67,397        9,885          ‐                 ‐                 349,674        31,789        
14         452,770                 ‐                      ‐                  19,950              ‐              128,667      17,414        ‐                 ‐                 627,508        29,881        

Total 7,219,950            1,054,003         548,574        712,290           69,906       764,211     418,747     140,000        81,500          11,131,066  

Estimate the 
Cost of Each 

1) What is the Total Cost of Your Bonus Plan?
2) How much savings are you looking to produce?
3) Do you cut/reduce awards across the board?
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Reward
3) Do you cut/reduce awards across the board?
4) Do you focus on individual levels (grades) or 

specific positions?



Reviewing Labor Costsg

T t l C tC All C t EE
 Financial 
Pl i

Grade/
B d STIP T t LTIP T t

 Health, 
Dental, & 

Lif
 Total Salary 

C t
401k Match 
C t ib ti

Deferred 
Comp 
M t h

 Vacation 
D

1           275,000                 137,500              137,500         17,500              13,750        11,141        Unlimited 15,000           20,000           627,391        627,391     
2           606,900                 212,415              159,311         52,500              30,345        33,423        Unlimited 30,000           37,500           1,162,394     387,465     
3           516,214                 129,054              64,527           52,500              25,811        33,423        49,636        15,000           24,000           920,091        306,697     
4           748,942                 149,788              187,236         93,000              ‐              36,762        72,014        30,000           ‐                 1,332,144     222,024     
5           887,638                 133,146              ‐                 135,000          ‐            61,270      85,350        50,000         ‐               1,369,473   136,947   

Total Cost Car Allow  Cost per EE Planning Band  STIP Target   LTIP Target  Life Cost  Contribution Match Days 

6           149,488                 22,423                ‐                  22,400              ‐              12,254        8,624          ‐                 ‐                 218,064        109,032     
7           1,241,521             124,152              ‐                  156,400            ‐              104,159      71,626        ‐                 ‐                 1,721,734     101,278     
8           826,026                 82,603                ‐                  86,800              ‐              85,778        47,655        ‐                 ‐                 1,144,747     81,768        
9           423,320                 21,166                ‐                  28,720              ‐              49,016        24,422        ‐                 ‐                 554,785        69,348        
10         501,331                 25,067                ‐                  25,080              ‐              73,524        19,282        ‐                 ‐                 653,924        54,494        
11 123 000 6 150 3 270 18 381 4 731 157 897 52 63211         123,000                 6,150                  ‐                 3,270              ‐            18,381      4,731          ‐               ‐               157,897      52,632      
12         210,800                 10,540                ‐                  8,720                ‐              49,016        8,108          ‐                 ‐                 291,238        36,405        
13         257,000                 ‐                      ‐                  10,450              ‐              67,397        9,885          ‐                 ‐                 349,674        31,789        
14         452,770                 ‐                      ‐                  19,950              ‐              128,667      17,414        ‐                 ‐                 627,508        29,881        

Total 7,219,950            1,054,003         548,574        712,290           69,906       764,211     418,747     140,000        81,500          11,131,066  

Cost Per 
Employee

1) What is the average cost per employee for each grade?
2) What is the true “cost” of hiring a new Accountant?
3) Are rewards too expensive at that level?

2828

4) Do you need to reallocate rewards to be more 
competitive at certain grades?



Examining Total Compensation 
E ditExpenditure

T t l C tC All C t EE
 Financial 
Pl i

Grade/
B d STIP T t LTIP T t

 Health, 
Dental, & 

Lif
 Total Salary 

C t
401k Match 
C t ib ti

Deferred 
Comp 
M t h

 Vacation 
D

1           275,000                 137,500              137,500         17,500              13,750        11,141        Unlimited 15,000           20,000           627,391        627,391     
2           606,900                 212,415              159,311         52,500              30,345        33,423        Unlimited 30,000           37,500           1,162,394     387,465     
3           516,214                 129,054              64,527           52,500              25,811        33,423        49,636        15,000           24,000           920,091        306,697     
4           748,942                 149,788              187,236         93,000              ‐              36,762        72,014        30,000           ‐                 1,332,144     222,024     
5           887,638                 133,146              ‐                 135,000          ‐            61,270      85,350        50,000         ‐               1,369,473   136,947   

Total Cost Car Allow  Cost per EE Planning Band  STIP Target   LTIP Target  Life Cost  Contribution Match Days 

6           149,488                 22,423                ‐                  22,400              ‐              12,254        8,624          ‐                 ‐                 218,064        109,032     
7           1,241,521             124,152              ‐                  156,400            ‐              104,159      71,626        ‐                 ‐                 1,721,734     101,278     
8           826,026                 82,603                ‐                  86,800              ‐              85,778        47,655        ‐                 ‐                 1,144,747     81,768        
9           423,320                 21,166                ‐                  28,720              ‐              49,016        24,422        ‐                 ‐                 554,785        69,348        
10         501,331                 25,067                ‐                  25,080              ‐              73,524        19,282        ‐                 ‐                 653,924        54,494        
11 123 000 6 150 3 270 18 381 4 731 157 897 52 63211         123,000                 6,150                  ‐                 3,270              ‐            18,381      4,731          ‐               ‐               157,897      52,632      
12         210,800                 10,540                ‐                  8,720                ‐              49,016        8,108          ‐                 ‐                 291,238        36,405        
13         257,000                 ‐                      ‐                  10,450              ‐              67,397        9,885          ‐                 ‐                 349,674        31,789        
14         452,770                 ‐                      ‐                  19,950              ‐              128,667      17,414        ‐                 ‐                 627,508        29,881        

Total 7,219,950            1,054,003         548,574        712,290           69,906       764,211     418,747     140,000        81,500          11,131,066  

Total 
Compensation 
Expenditure

1) What is your total compensation Expenditure?
2) How has that number been increasing/decreasing?
3) Is there a correlation to overall company performance?

2929

4) If you need to make adjustments, where do you adjust?



Manage the Processg

O ti l I t it Operational Integrity
 Financial Stewardship
 Partnership ReinforcementPartnership Reinforcement

Strategy assessment and adjustment 

Establish a 
Pay 

Philosophy

Operational 
Integrity

Partnership 
Reinforcement

3030

Develop a 
TCS

Financial 
Stewardship



Pay Allocation
Qualified Retirement PlansNonqualified Retirement PlansEquity AwardsCore Health & Welfare PlansExecutive Benefit PlansSalaryShort-term Cash BonusesLong-term Cash Awards

KEY OUTCOMESKEY OUTCOMES
1) Increased focus on1) Increased focus on

Exploring Options
1) Increased focus on1) Increased focus on

longlong--term growthterm growth
2) Motivated workforce2) Motivated workforce
3) Ownership Mentality3) Ownership Mentality
4) Compensation linked4) Compensation linked

to performanceto performance

SalaryNonqualif ied 
Retirement

Plans to performanceto performance
5) Unified financial vision5) Unified financial visionSales

Incentives

PerformanceExecutive 

Qualif ied 
Retirement 

Plans

GOALS GOALS –– 3 Years3 Years
(Sample Company)(Sample Company)

Performance
Incentives

Growth
Incentives

Core Health
& Welfare 

Benef it Plans

Compensation 
Allocation

1) 70% increase in1) 70% increase in
revenuerevenue

2) Double market share2) Double market share
3) National expansion3) National expansion
4) 125% increase in4) 125% increase in

Plans

3131

4) 125% increase in4) 125% increase in
business net worthbusiness net worth



Typical Compensation Allocationyp p

Salary
Insurance

Retirement

Short Term 
Incentive



i hHigh

Variable 
(at-risk) 

Compensation

Low

L

3333

Long Short Timing



Identifying Ideal Compensation 
AllocationsAllocations

High Variability, 
Too Long-term 

High

Just Right?

Variable 
Compensation

Low Variability, 
Too Short-term 

Low
L

3434

Long Short Timing



Establish a Performance Framework

Business 
Framework

Talent Compensation  Talent 
Framework

Compensation 
Framework

3535



Establish a Performance Framework

Phase One—Business 
Framework
 Define Growth Expectations (Vision)

▪ Key outcomes that must be achieved

D fi  B i  M d l  d S Define Business Model and Strategy
▪ Performance Engine

▪ How the company will competep y p

▪ Where are growth opportunities?

 Identify Roles and Expectations

3636

▪ Establish Performance Criteria

▪ Define “Success”



Establish a Performance Framework

Phase Two—Compensation 
Framework
 Establish a pay philosophy

▪ Define what the company is willing to pay for

 Engineer a pay strategy
▪ Structure

▪ Mindset▪ Mindset

 Implement a Total Compensation 
Structure

3737



Total Rewards Approachpp

Positive Work  Positive Work  
Compelling FutureCompelling Future

Positive Work  Positive Work  
EnvironmentEnvironment

Opportunities for Opportunities for 
P l  d P l  d  Fi i l R dFi i l R dPersonal and Personal and 

Professional GrowthProfessional Growth
Financial RewardsFinancial Rewards

3838



Establish a Performance Framework

Phase Three—Talent 
Framework
 Identify Key Producers

▪ Meeting “success” standards

 Identify Talent “Gaps”
R iti  St t▪ Recruiting Strategy

 Communicate Expectations
▪ Define success

 Communicate Rewards
▪ Philosophy

3939
▪ Programs

▪ Value Statement



Proper View of Compensationp p

 Strategic Tool
 Not One Dimensional, it’s Multi‐Faceted

f Define:
 Role
 Outcomes
 Financial Partnership

 Communicate:
 What’s Important

4040
 Priorities



Li   f Si ht
Margin 

Sales
Growth

Line of Sight

Improvement
Product Improvements

Cost Improvements

Customer Satisfaction

Productivity Improvements

Q li  E l  R i

$ New Value $

Quality Employee Retention
My Job

Responsibilities

Incentive Plan
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Rewards to Results

Execution

Results

Execution
(behavior)

FocusFocus

R d

4242

Rewards



Type Your QuestionsType Your Questions

4343



Special Offerp

O  h   lti   ll  ith   Vi i Li k One hour consulting call with a VisionLink 
principal at no charge

Indicate interest on final survey

4444



Next Online Seminar:

“Compensation Strategies for a 
High Income Tax Environment”

Tuesday
August 26  2014August 26, 2014

Visit www vladvisors com for more information

4545

Visit www.vladvisors.com for more information



www.VLadvisors.comwww.VLadvisors.com

4646You can also subscribe to our blog



www.PhantomStockOnline.comwww.PhantomStockOnline.com
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NOW AVAILABLE!NOW AVAILABLE!
New White PaperNew White Paper

4848Express interest on the final survey



@VLadvisors

4949
YouTube.com/VisionLinkAdvisors



Thank you for attendingy g

Please complete our brief survey immediately 
following our presentation. 

We value your input.

You may request a copy of our slides WhiteYou may request a copy of our slides, White 
Paper and the 1-hour free consultation time 
with one of our principalswith one of our principals.
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Q&AQ&A

515151



Thank you!

K  GibK  Gib

y

Ken GibsonKen Gibson
Senior Vice President
(949) 265 5703(949) 265‐5703
kgibson@vladvisors.com

Joe MillerJoe Miller
Senior ConsultantSenior Consultant

(949) 265‐5708
jmiller@vladvisors.com
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