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Questions we need answers for....

Q1: What has been the impact of the downturn on HR programs?

Q2. What has been the impact on employee engagement?

Q3. Are we well positioned for revival?

Q4. With limited budgets, what does the Reward Manager focus on?

Q5. How can we reset employee expectations?

Q6. What will differentiate my EVP in the market place?




Rewards Lessons Learnt from Crisis
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The downturn has exposed many organisations who
have been ‘DOING THE WRONG THINGS’ with Rewards...

 Aggressive rewards led to
unethical, unproductive,
and unsustainable
outcomes ...

E Insure trillions in risky derivatives
B Trigger a global economic crisis
B Get billions in government bailouts

e All in the spirit of driving
short term results ...

 Undetected and/or ignored
while things were going
well ..

« Justified by accepted
iIndustry and general
market practices
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Conventional wisdom in pay management HAS
contributed to the current problem ...

 An almost myopic focus on
benchmarking and best practice

e Blinded by traditional technique:

 Primarily cost driven approach .

 Problems disguised by program
complexity ...
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Traditional programs tend to exhibit common risk issues...

« Programs not properly budgeted or
funded

« Discretionary payments being made

 Programs driving the wrong
behaviours

 Weak performance pay alignment

 Overlapping / redundant programs

 EXcessive variation in program
design

« Soft target setting (re-setting)
« Gaming of sales incentive programs
» Lots of flexibility without control

e Manual administration -
spreadsheets
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An interpretation of Efficiency and Effectiveness for
Reward provides a different perspective for evaluating
programs

Reward Efficiency Reward Effectiveness

. Relationship between cost . .
Assessing the total cost of and impact of programs Assessing the impact rewards

reward investments have on the business

Are we investing the RIGHT Are we investing in the RIGHT

amount ? th|ngs

Are we executing the RIGHT Are we getting the RIGHT

way results
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Bets For 2010
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Economic Impact on Businesses in Singapore

Cost Efficiency/Risk Management

Taking a big hit ... Feeling some pain ...

« Recruitment & Hiring « Retention incentives for » Strategic Hiring
freezes critical talent » Key talent and leadership development
Talent « Better utilization of labor « Organization structure * Investment in key engagement drivers
Management mix (part-time, contract, review * Employment value proposition/
and outsourced) « Leave or sabbatical brand
* Organizational programs * High performance management and
restructuring | culture
» Merit increase budget reductions « Further differentiation of pay » Optimize cost and value of
 Reduce incentive funding/payouts and incentives Total Rewards
' Total » Reduce promotion spending  Put more pay at risk . _Refoc_used sales force _and
| PenErds « Refocus differentials and « Improve ROI on benefit Incentives to growth drivers
premiums investment
* Re-evaluate market position

« Working policies review * HR delivery streamlining and « HR capabilities improved
HR « Cost-benefit analysis HR outsourcing through training programs
Policies - Fremevaliaie el . Struct_ure, process and work « Targeted HR investments
policies redesign (e.g., technology)
» Health care management and
supporting technology
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Singapore market movement slumped from 2008 to 2009 —
GDP, CPIl and Salary Increases reduced drastically...
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Salary Increase of Countries in Asia Pacific

* Figures include Zero

14% = India & China :
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The New Themes Around Executive Compensation

o Size = Importance

O New Emphasize

anspare

Pay for
Performance

Risk
Management

Higher Chance to Stay on The Radar
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2010 The Battle of Talent - Impact on Turnover

80% -

71%

70% -

60% -

50% -

> 71% of companies expect to see
a slight increase in Turnover
compared to 11 % in 2009

40% -
30% -

20% - > Only 6 % see a slight decrease

10% - in Turnover compared to 34% in

Percentage of Companies (%)

0% - 2009
Decreased Decreased Unchanged Increased Increased k% ,/'
significantly slightly slightly significantly TTTTTTTTTTTTTTTTTTTTTTooTTmmmoommmmmmmmmees i
m Experience in last year Wl Forecast next year

Overall, companies are expecting that their turnover would increase with the economic
recovery as companies begin to hire strategically or to increase headcount.
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Emerging Evidence That Companies are Struggling to
Manage Engagement Globally

% of Orgs vs Engagement Scores Change

Historical Trend Quarter July-Sep 08 Quarter Oct-Dec 08 Quarter Jan-Mar 09

B Decrease (<=-4%) E No Change (-3% to 3%) H Increase (>=+4%)

Data Source: Hewitt Global Engagement Surveys .
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Principles for the Road Ahead
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Principles for the Road Ahead

1. Start with a Strong
Foundation

16 Hewitt



Must Start with the Fundamentals, and Build Up from

There
Systemic Problems Arise When Foundation is Not Securely In Place

Strategic Value

5. Synchronize with Key
Business Processes

4. Use Rewards as a
Catalyst for Commitment

3. Focus on Critical
Business Outcomes

2. Emphasize Execution
& Measure Results

1. Anchor Programs on
Sound Practices

Sound Fundamentals
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Start with a Strong Foundation

We believe effective total rewards
programs balance the interests of the
organization with those of employees

Organization
Vision/Goals

Organization Competitive
Strategies Practices

Organization

Requirements

HR Strategy

Capabilities and
Engagement

Employee
Life Goals

Employment
Strategies

Individual

Much has
changed in the
last couple of
years, time to

Total
Rewards

review your
rewards strategy
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Principles for the Road Ahead

2. Optimize the Cost and
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Are you spending right?

Beyond the “fair and reasonable level” : Our studies show that marginal ROl is
significantly higher if you invest in building a more rewarding work
environment - specifically focusing on the key drivers of engagement.

Maximising Return on Reward Investments

A

% ROI

Superior 00 0 0000 000000000000 000 OCOPOCEOSNOSNOSNOSNOSINONONOSNOSNONONOEOSNEOSNEOSNOSNOSEOSENOSENONO . Erlviwoor:‘rlilent
Returns :

T Investment
Competitive Remuneration
Returns Investment
Fair/Reasonable Additional
Investment Investment $ INVESTMENT

»
»
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Build an integrated approach to Total Rewards

Successful total rewards programs promote both intellectual and emotional
commitment to the organization

Relational Rewards

Environment Development .

Culture & Climate Performance Management

Work Design & Flexibility Learning and Development
Quality of Work Life Career Opportunities

T B —

Benefits Compensation

Health and Welfare Fixed Pay

Retirement Bonus Plan
Long-Term Incentives

— OMmMJxOy—0O2Z2 —

Paid Time Off

Transactional Rewards
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But Rewards often Have More Downside Risk than
Upside Potential

Engagement Positive Perception Potential threat Potential opportunity
Driver Score to Engagement to increase Engagement
People 72%

Work 64%

Opportunities 58%

B

I
Quality of Life 39% :—
Eom.

Company Practices 43%

Reward 48%

57% Overall
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Achieving Reward Effectiveness —
Understanding demand for reward programs

Value Gap: measures the difference between the actual cost
and the perceived value of the reward programs

$10,000

$9,000 $8,600

$8,000

$7,000 - $6.200 $6.300

$6,000

$5,000

$3,400
$4.000 - $3,900 $3,000
$2,800 : $2,600

$2620 $2,000

$3,000

$1,800

$2,000

1,000 -
$ $200

$0 ] ' ; ,

Perceived Value Cash Education/ On-site Parking Flexible Work Onsite

Actual Cost Incentives Training Child Care Massage

Facilities

Data Source: Hewitt Research on Global Total Rewards .
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Principles for the Road Ahead

3. Focus on Critical
Talent
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Identify your critical talent

Two Key Groups

Identify Your Critical Talent: A During a Downturn

Checklist

QO Strong business managers

Right
O High performers/high potentials Lead%rs o
0 Critical/specialist/nard to replace Right Place
skills Right Now
QO Strong People leaders
Q Key customer relationship Focus on
managers Sales Force

A Cultural icons: holders of
organizational norms, knowledge,
or history
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Ensure Programmatic Response to Critical Talent
Retention

Are You Taking Special Action to Reward and Retain High
Performers? If Yes, What Actions?

O Prevalence %

Additional Learning & Development

Split Merit Pool

Stock Award |

Retention Bonus |

Separate Discretionary Incentive |

No Special Plans |

Data Source : 2010 Hewitt Annual Salary Increase survey
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Principles for the Road Ahead

4. Pay for Performance
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Organizations leveraging different types of Incentives
programs, discarding the approach of “ one size fits all”

80.0%

70.0% -

60.0% +----

50.0% +----

40.0% +- - - -

30.0% +----

20.0% +----

10.0% +----

Individual Long-term Business Special Team Awards Cash Profit Gain Sharing /
Performance incentives Incentives Recognition sharing Awards Productivity
Awards Awards Awards

Data Source : 2010 Hewitt Annual Salary Increase survey
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Hence Pay for Performance....and in the real sense

. Manage Costs
Focus Employees on RIGHT/ desired behaviour
Create long term commitment and performance

Strongly impacts High Performers engagement

a M W N PF

Employees aligned with shareholder interest
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Principles for the Road Ahead

5. Communicate and
Educate
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Communication to employees...

What is being told to employees in current practice, versus as
desired by HR? as desired by employees?

90

70
60
50
40
30
20

Employee’s
own grade /
band / level

70
63 66 56
44 39
20
11

Total no. of Min & max Min & max
grade / band of of all salary
/ level employee’s range / band

salary range /

band

53 o/
36

Which
organizations
constitute
market /
comparators

69
54 57 58
27 33
Benchmark Total
position remuneration
against / benefits
market / value to
comparator employee
companies
(P75, P50,
etc)

[l Current Practice

@ Desired by HR

[ Desired by Employees

Source : Hewitt Global Research on Employee Pay Communication
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Our Research

Commitment to execution and manager capability is key to a
competitive advantage
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Execution Quality A
Focus on program design Commitment to execution
Activities are in place... Doing it so well it's a
“We do that” competitive advantage
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Sending the Right Signals to Each Performer

TOP TALENT

SOLID
CONTRIBUTORS

UNDER-
ACHIEVERS

» We're glad you're here

* It's a given that you'll produce great
results every year

» We want to give you more money but
HR won't allow

* We depend on you to carry the rest

* You're not a high-potential, but we still
value you...though somewhat less

» Do your job well and it's not necessary
to improve or grow

* “This too shall pass” (e.g., a new
performance management initiative)

» There are ways around the new
processes

33

What Managers may be Saying | What we need them to hear:

» We want you to be glad you're here!
» We deeply appreciate all you do

» You will be recognized and rewarded in
pace with your impact and contribution

» Here, high performance is rewarded
and underperformance is addressed

» Performance matters as much as
potential—both are ways to be a key
player here

» We all must keep stretching to stay
ahead of our competitors—*it's grow or

goﬂ
» Your solid contribution is vital to us

» Help’s available, but turning things
around is up to you

» Without real improvement, this likely
isn’t the right place for you to be

we'll
increasingly
need to
“re-recruit”
these people
with everything
we say and do

Expecting
improvement,
offering support
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I am well equipped to explain our reward
structure to employees

Do Not Underestimate the Importance of Manager
Capability

90
Wad

® /—/
60 /
50
/ —— Manager
40

30

20
R2 =0.9047

10

30-40%  40-50%  50-60%  60-70%  70-80%  80-90% 90% +
Positive Perception of Pay

Source: Hewitt Global Engagement Surveys
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Educating Managers about the Rewards Programs is
Critical

1. Leverage trust in managers

2. As executioners, help them understand program
modalities

3. Visible linkage with business strategy will help buy In
and execution

4. Leverage reward programs outside of cash
compensation

35




Relearning and Reshaping Rewards

. Start with a Strong
Foundation

. Optimize the Cost and

. Focus on Critical
Talent

. Pay for Performance

. Communicate and
Educate
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Thank you

________________________________________________________________________

. Contacts:

Hewitt

Samir Bedi

' DID: 6872 7633
. Email: samir.bedi@hewitt.com

_________________________________________________________________________
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