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» Key elements of your EVP

« Why is a compelling EVP Strategy
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formula
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G What is EVP?

Everything

an employee
values in the
employment
relationship.

G

« Interesting/Challenging

« Growth Opportunity

+ Recognition

« Training/Education

* Culture/Mission/Values

The « Leadership

+ Relationships/Support
Company * Security/Stability

« Pay

+ Benefits
R e-l\;pae:d 5 * Incentives

* Work-Life Balance =

» Wellbeing Support I
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G. Total Rewards

Total Rewards G Arhur). Gallagher & Co.

Attract » Retain « Develop * Engage
Talent

Environment I
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Self

Remember Maslow?

(Reaching full
potential)
Aesthetic Needs

(Order and
beauty)

Cognitive Needs

(knowledge and
understanding)

Esteem Needs
(Positive seff-image)

Belonging and love.

(Affection, identification with a group)

Safety and Security Needs
(long-term survival)

Physiological Needs
(Short-term survival)

Traditional
siloed rewards
management
process

Traditional
benchmarking
(“sameness”)

Myopic focus on
singular rewards
budget line items

Budget-driven
rewards
strategy

- Advancement,

growth, work-life
Interesting,
challenging work

Learning &
development

Recognition,
promotion,
performance
feedback

Affiliation &
coworkers

Other
compensation,
health & retirement

RS RRY

Base salary

Integrated
total
rewards
process

Rewards &
employER value
proposition
distinctiveness

Integrated, ROTI-
focused rewards
portfolio that
drives strategy

Strategy-driven
rewards
budget

Important?

Why is a Compelling Employee
Value Proposition Strategy
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G‘ Factors Influencing the Necessity

of a Holistic EVP Strategy

S— ¥

Ever-changing PPACA landscape and various
provision delays

Changing workforce demographics, dynamics,
and preferences

A much more competitive business environment
Substantial increase in healthcare costs
Deficiencies in Retirement Readiness

G‘ Factors Influencing the Necessity

of a Holistic EVP Strategy

Limited Merit Increase budgets

Paradigm shift for Evaluating and Rewarding
Performance

New interest in Private Exchanges and Defined
Contribution strategies
Competition for Talent (Skill Shortage)

. Abundance of available information balanced with
effective Communication, Education and
Transparency

Considerations for
Your Compelling EVP

T
S
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G Challenges

Top five human
resources challenges

1 Controlling healthcare expenses
2 Recruiting qualified employees

3 Keeping up-to-date on healthcare reform
and other regulations

Retaining employees

Increasing employee job satisfaction

Gallagher National Benchmarking Survey 2015 I I :

G Know What’s Meaningful to
Your Employees

Ranked
Rank Workplace Elements Important to Employees  as Very
Important
Respectful treatment of all employees at all
levels 72%
Trust between employees and senior
management 64%

Benefits 63%

Compensation/pay 61%

Job security 59%

Opportunities to use skills/abilities

Source: SHRM Job Satisfaction and Engagement Survey f E

Engaged employees hol
the key to your success!
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G Cornerstones of Engagement

Organizational success is a function of the people you employ
and how engaged they are with your mission. An integrated
approach is key to driving employee engagement and business
outcomes.

32% of U.S.
employees are
engaged at work

Culture and Effective .
Communication Recognition

17.2% are actively

disengaged, Alignment with

T Gy e Organizational Goals
unhappy and
unproductive at
work and are liable
to spread negativity

G' Impact of Engaged
Employees

» Actively disengaged
\T T\ﬁ, employees can reduce
?‘ revenues by up to 22%
% } » Highly engaged employees

Iy can drive profits UP by as
much as 189%

Trends & Best Practices for
Effective EVP Strategy Development
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G Aligning Rewards

SAMPLE DATA FOR PURPOSE OF DISCUSSION

Current Employer Resource Allocation

Miwsicrr Fulfllment
u Reoognition

SAMPLE

u Frings Barmiits.

G Life Stage Needs and Preferences

Creating a framework that enables employees to grow with your organization is
important to job satisfaction, benefits d loyalty. Defining the “Road
is critical to aligning

) o Affordable
G e = o Health
I TSRS nsurance

Compensation Best Practices
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G Determining Employee Pay

Foundational Reward

x

G Importance of Determining
Appropriate Pay

Legal Compliance Employee Perception Good Business
Internal equity / « Pay Practices/ * Recruiting/
Prevailing wages Communication/ Retention/

Transparency Profitability

G What Factors Determine Pay

» Employer considerations
— Where employers compete for talent — local, regional or national
— What talents an employer competes for — the skill/knowledge level
— How strongly the employer wants to compete
+ Lead the market
* Meet the market
* Lag the market
— Pay mix: base vs. incentives

— Other offerings (benefits, PTO, flexibility, etc.)
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G Steps to Consider
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Step 1 — Research your | )‘\
labor market(s) )

» Determine the value of jobs that are similar to
those in your company for your relevant labor

market
- {
2 1
i

& Tips for Using Market Data

— Be realistic about matching

- Focus on job functions — not title

— Consider the role, not the incumbent

- Find comparables with at least a 70% match
- Use caution with hybrid positions

- Match as many as possible to represent
different levels across organization

Ll E :

G Steps to Consider

Step 2 — Compare
Your Company to the
Market

4‘._;#//\:?_ P\ \/x
PN AN
— How do your benchmark jobs
compare to the market? " i' II I
— When you look at the non-priced

jobs, how do they fit/compare
with those you priced?

— How does the pay for individuals

in similar roles compare to each o |
other? [/
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G Steps to Consider

Step 3 — Understand employee preferences
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&G Steps to Consider

Step 4 — Assess your reward
allocation/spend and
determine the appropriate
pay to market position.

G- Steps to Consider

Step 4 - Address internal equity
and external competitiveness.

 Pay structure changes y. - "
+ Re-slotting of positions A
 Creating separate pay lines

» Assessing employee position in range

» Assessing pay disparities within the same or

similar jobs o

10



Pay Structure Examples

3/8/2016

THIN TRADITIONAL GRADE
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G. Salary Budget Information

Bakiay Bagel Trends
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Source: World at Work
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G. Salary Budget Information

Performance % of Employees in
Rating Category Average Pay Increase

Highest Rating 9.90% 4.60%
Above Average

Rating 29% 3.50%
Average Rating 55.90% 2.60%
Below Average

Rating 5.20% 0.70%
Average Promotional Pay Increase 8.40%

Sources: Insight Performance and World at Work

—...m

G- Incentive Plan Prevalence
0% g50486% 94%86%

Private
® Nonprofit/Government

51%

45%
40%
e 34%
a0
22% 22%
o o
20% 17% Lao1d%h
- I — l
- |

Annual  Discretionary Spot Awards Team/Group Profit Share  Project  Overall Usage]
Incentive Plan

Most common objectives for incentives
1. Reward employees (60%)
2. Align employees’ incentives with short-term goals (59%)
3. Focus employees on specific goals (45%) [
et

World at Work 2016 Pay Practice Survey

G- Tools to Retain Top Talent

mNonprofit/Government Private

o
Advancement 0% 81%

Additional Base Pay 48% Iy

45%
44%

Flexible Schedules

Developmental  u— 20%
Assignments 27%

Retirement Plan - 49%

10%
Specialized Training M—" Ao

Additional Benefits MES_—_c-—.———-—17%
12%

Additional Perquisites 1.1% . g

0% 10%  20%  30%  40%  50%  60%  70%  80%  90%
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&G Benefits Spend

Total annual benefit cost
per eligible employee*

Under $5,000 17%
$5,000 to $9,999 43%
$10,000 to $14,999 22%
$15,000 to $19,999 10%

$20,000+ 9%

Gallagher National Benchmarking Survey 2015

Gallagher Survey Participants Who Offer These Solutions (2015 vs. 2014)
50"
45% 43%
40%
35%
30%
25%
20%
16%
15% o 9
12% 1% 12% =
o 9% 9%
10%
- . I
- [ | [ |
Telemedicine Mandatory Reduced provider Online enroliment Social media Mobile-enable
(Online Visits'in  specialty pharmacy ~ network benefits benefits
14) program accessibility communications  commupications
(limited network) &
2015 m2014 =
Gallagher National Benchmarking Survey 2015

G Emerging Trends

Use of Private Exchanges with Defined
Contribution funding approach

» Sponsored employee benefits
marketplace;

+ Changes the way employees
buy benefits;

» Provides choice;

+ Consumerism is fundamental to our way of life;

« Multiple plan options in marketplace setting
while providing a defined contribution to spend

makes the “one size fits all” impractical

Employers are looking for a way to cap expenses

by providing employees with a defined

contribution (set amount) to buy benefits.

o o

.

3/8/2016
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G Emerging Trends

History of Exchanges

Largest Private Exchange before PPACA - 1996 orniaChoice

For plan year 2015, enrollment in private health care
exchanges doubled from the previous year to hit 6 million,
according to Accenture -

Private Heatth Exchangs Annusd Esollment

- Most of the growth was in the mid-market -

segment;

This growth was driven by employers focusing

on long-term benefit strategy;

- Involves a strategic shift from viewing benefits
in silos to holistically;

- Exchange growth is expected to carry forward

into 2016;

Projections are for 40 million by 2018

[ -

Emerging Trends

The Results from 7 years and hundreds of thousands of
enrollments...

potBEA4ENE ~100% Buya different benefits package

111110 M

Buy a different health insurance plan
Most buy something less expensive
People rarely cluster into one or two plans

[ In Year 2, 65% keep the same health plan, 25% evolve +/- 1 level, 10% make radical changes

N rox

ittnnit
i
1111 I
o
'“ ~30%
i -15%

Buy Dental Insurance

Even dtriution across plans
Buy Disabllity Insurance
40% 570 45% LTD
Buy HSA quallfled plans
0% open A accourts
Buy Vigian Insurance
Buy Life Insurance
Dramaticincreases i poicy amount

Buy Supplemental Health Insurance (Acc, CI, Hi)

Buy Pet, Telemedicine, Legal, Weliness, etc.

G Emerging Trends
The Evolution of “Wellbeing”

Physical health emphasis

Benefits strategies for cost
management

Right program and vendor

Participation incentives

Multi-dimensional (employee and
- family) wellbeing with strong social
networks

= Employee value proposition,
become an employer of choice

!

Right culture and environment

- Inspire change, support, sense
of purpose

©

Inconsistent atignment v

14
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Emerging Trends

The Multiple Dimensions of Wellbeing

Physical Es"f,“'” i Financial career Community
Health et Heaith Health Health

The WHOLE person comes to work every day....

2]

each employee’s wellbeing influences
individual and organizational performance

The Multiple Dimensions of Wellbeing

Physical E:g‘t:l.:rl:al Financial Community
Heailth Health Health
Health

Career health has the most
significant impact on overall
wellbeing and quality of life

G Emerging Trends

The Impact

Wellbeing and Employee Engagement are strongly correlated

Engaged, thriving + Be agile and resilient
employees are * Have strong relationships and be active in their community
more likely to... * Be in control of their finances

* Have fewer safety incidents

* Report excellent performance

* Sty with their employer

* Have fewer health problems and lower healthcare costs m

The . s addren & wirm
elibein;
Opportunity... wellbeing Dot parmaliay
+ Accelerate impact on organizational metrics 37,30
+ Enhance Employee Value Proposition p—

| Thiving  Struggling  Sutfering
— E'th"'gJ

15



Emerging Trends

Student loan
repayment

Unlimited vacation

programs

Expanded parental @ Retirement

leave iy f, assistance

5 s Medical benefits
». that help care for
aging parents

— '.i‘ E i

3
| Child care support
% &

G Work-Life Balance

Services offered to promote work-life balance

Emplopee stitance counteing 61%
Fleuble work fours 57“’
Fatenity leave

Ability to telecommute
Secial medis ins wotkplice
Paid time off bury-out
Dt fitress canter
Cothes

Concierge services.

Pet friencly envirsament

G Professional Development
Best Practices

» Think holistically about people development:
— Only 10% of someone’s on-the-job behavior change
comes from training

— 20% comes from assessment/feedback

— 70% comes from on the job experience
+ Cross functional teams
« Cross group teams
» Ad Hoc committees, special projects, etc.

* Informal methods of development/information
sharing become ever important in today’s
workplace (blogs/wikis/on-line forums/internal

expert directories). ]
= i

3/8/2016

16



The

Organizational
EVP Formula

Total Rewards Inventory

¥ provided by an employer to an

o amployes far so % rendered (ie.,

Compeansation time, effort and skill), Includes bath
fixed and variable pay tied to levels of
performance

Programs an employer uses to
supplement the cash compensation
that employees receive These health,
INEOme Protection, SavIngs an
Felirement Programs provide security
for employess and their families

# specific set of organizational
or! practices, policies and programs, plus
Workilifte = philosophy. that actively supports
efforts to help employees acheve
success at both work and home

Various programs, sctivities and

Prof. & Org. initiatives that enhance employse’'s
D ok ness, engag .
satisfaction and career opportunities

These include professiona

F oG . Sgani
development and career development.

Tailor Your Total Rewards

Invest heavily
in your top “A”
players

3/8/2016
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G A Communication Strategy is Paramount to
Implementing Total Rewards

3/8/2016

Veteran Boomer Xer Yer
Style Formal Sami-formal Net 3o sarious; Hig; Fun
| Irrevarent

Content Detall; prose-style | Chunk it down but | Get to the point— If and when | need it,
writing give me everything | what do | need ta I°1i find it online

| knew?

[Tl Relovance to my Relevance to the Relevance to what Relavance to now,
swcurity; historical bottom line and my | matters ta me today and my role
perapective | rewards

Attitude Accepting and Aceapt the “rulas” Opanly quastion Dheay with autharity
trusting of suthority | ascreated by the | authority; often tha their
and hisrarchy Vaterans branded as cynics raspect

Tacties Print; I | Print; ional | Online; some face-to- | Online; wired;
mail; face-to-face mail; face-to-face faca maatings [if seamlessly connected
dialogue or by phene; | dialogus; online they're really through technology
some online | tools and resources | needed); games
speed Attainable within | Mvailable; handy Immediate; when | Five minutes ago
reasonable timeframe | need it
Whenever Constant

[ LS A [n digestible amounts | As needed

G Integrated Communication

Business

Cadence of
messaging

Multi-
Channel
Messaging

Manager/
Supervisor
messaging

Retirny ondaleqs

Initiatives

Culture of
Communication

Executive
Messaging

HR
Initiatives

Retention
Initiatives

Total Reward
Initiatives

<
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G QUESTIONS?

G Contact

Kevie Mikus, SPHR, SHRM-SCP

Area Vice President, HR & Compensation Consulting
Arthur J. Gallagher

615/324-1142

kevie_mikus@ajg.com

Marlene Cole, PHR, SHRM-CP

Senior HR & Compensation Consultant

Arthur J. Gallagher

615/324-1148 ‘
ki |

Marlene_cole@ajg.com - H

3/8/2016
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