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Continuing High Levels of Change

Most Common Reasons for Compensation Change

To | '
o Increase Cost Savings 359,
To Ensure Market Competitiveness
21%
To Increase Employee Retention
21%
To Enh Empl Val
o Enhance Employee Value 0%
To Attract Talent
38%
To | Emp Productivit
o Improve Emp Productivity 48%
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..
Large Potential Impact from
Effective Change Management

Steps to devise
Plan Design compensation 28%
program or policy

Steps to manage
Change roll out of

. 26%
Management compensation
change
CIENE)e Ongoing execution 46%

Implementation



...
Effective Change Management
Drives Employee Outcomes

22%

Change in
Outcomes

9%

Intent to Discretionary
Stay Effort
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Not as Much Attention Paid to
Change Management

» Organizations place relatively little emphasis
on compensation change management
relative to change design

38%
Change
Mgmt.

62%
Plan
Design
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Three Challenges to Effective
Change Management

Ineffective Change Management

Organizations
fail to anticipate

Organizations Organizations :
focus efforts on communicate to effegg%/oergess
designing inform rather [ .
change but not than manage v?/ell asgto
rollout reactions -

during/after
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Pay Policies and Strategies Drive
Pay Perceptions and Outcomes

Pay Design Attraction

Employee Pay

Change Perceptions Effort
Management
Plan Intent to Stay

Implementation
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Employee Pay Perceptions Drive
Talent Outcomes

Impact of Pay Perceptions
on Intent to Stay and Effort

Intent
to Stay
High
Every 5% increasze in PP
leads to a T 9% increase
in intent to stay and a
1.6% increaxse in effort.
o
E
i
=
= Effort

High

Lo
PP
10
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.
Making the Most of Compensation
Changes

Leverage Key

Stake Holders to
Plan Change
Rollouts
 Target the right » Go beyond « Analyze and
stakeholder information respond to the
involvement to delivery to change
plan rollouts build management
understanding process
and promote before, during
positive and after
employee change

outcomes
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A CORPORATE

T Gettlng the nght People
Involved is Key

Impact of Change Process Planning Components

44%

Improvement
In Change
Management
Effectiveness
0% 0% L
Imeolving Leveraging Use of Consulting Type of Change=
Right Intermal Progact Plams? Services Mode| s=d
Stakeholders
n= 29
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.
il Not Involving the Right People

I I I I BOARD

Prevalence of Involving Stakeholders In
Change Planning

I'h g i = S— S P ——
'-IEI'-'-I-I--P-"-:I- - i —'.TIE"I—' .'.":"-_

Impact of Involving Stakeholders In Change Planning

Exampides of Change Implementers
¥ HR Business Partners A1%

B Busimess Unik Leaders

B Lin= Managers

20%
18%
Improvemenit 14%
In Change
Management
Effectiveness’
Semicr Leaders Change= Semor Leaders Change
Implemerbers Implementers
n=32 n=353
14
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.
Getting Buy-In From the Right

Stakeholders
WHY THEY “Hard Power” “Hard Power” “Soft Power”
MATTER “Soft Power”

WHAT WE NEED Formal approval Formal approval Informal buy-in,
and commitment commitment to
to support rollout support rollout and

execution
WHERE WE - Don'’t obtain -Don’t obtain - Fail to bring in
FALL SHORT sign off quickly sign off during change
and efficiently -Obtain design

superficial buy-in
-Focus on wrong
group

© 2010 The Corporate Executive Board Company. All Rights Reserved. 15



.
Making the Most of Compensation

Changes
Manage the
Flow of
Information
Around Change
 Target the right » Go beyond « Analyze and
stakeholder information respond to the
involvement to delivery to change
plan rollouts build management
understanding process
and promote before, during
positive and after
employee change

outcomes
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...
Informal Information Hurts
Perception of Message

Potential iImpact of Compensation Change Communication on Employee Outcomes

253.2%

Change
In PRI

nformal Sources

Formal Communication Strategy

n= 7488
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I
Typical Change Communication
Approach
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1
S Three Success Factors
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.
Early Communication and Training
Drives Impact of Change Efforts

3.1%
2.6%

Impact on PPI

Early Early
Communications Training
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.
Employees Default to Negative
Reactions to Change

Kobler-Ross Change Curve'

Positive I I I I

| | | |

| | I I

& | | | |
5 ' : |
i I Uncestainty about tha I
5 : change's Impact creates :
E ! nagativa percepbians. |
5 1 I

"i | I I |
[ | | I |
& | [ | |
: : : | '

|
Q 1 i + : :
: ' | ' '
| | I :
Megative I ' |
Before Changa Aftar Change Changa Rollout Change Raollout Post-Change
Announcement Announcement, Starts Concludes Follow-Up
Befome Rollout
Elapsad Tima

il cteady State Resistance Uncertalnty Acceptance Commitmant

Reaction
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BEST PRACTICE ConAgra
A Fast Approaching LTI Change &'

« Short window between approval and
introduction of new LTI plan required preparing
impacted employees before change finalized

« Compensation team needed a way to start
building foundational knowledge of LTI
vehicles to enable informed choices in new
plan

« Compensation team offered general LTI
education not related to change itself but
related to organizational strategy and vehicle
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Other Opportunities for Pre-
Change Communication

Focus on line of sight between
individual and organization

Emphasize performance elements

Communicate role of special groups to
org. objectives

Lay groundwork with business updates

Emphasize contributions to long-term
goals

Build reminders or explanations of
relevant components into already
scheduled messages

23



___________________________________________________________________
m Leverage Informal Leaders as
Change Champions

ldeal Change Champlon Profile Senlor Leaders Intormal Leaders

Highiy credible information source .

Has strong comimunication and ;'
interpersonal skills

Able to inspire and persuade others .

Influential in employees’ networks i

5
¢ <6 GEée

r|eoe -0 ¢e

Has experience with compensation O
practice or policy prior to the change
Personally affected by the change Lo
Able to anticipate emiployes concams |f-=|
about the change e

. . ff‘} I

5 sufficient to oo - i |

Has sufficient time to commit - L
Highly accessible to the Ir"' “
compensation team o

Criterla Match

: . # — . - i .
. ::':':IEII- I ; {Cmm lj ﬁ|1‘ﬂ.==c |'-.5 |1|:F:.r
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BEST PRACTICE THETA © FINANCIAI
Leveraging Informal Leaders as
Change Champions
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BEST PRACTICE O
Support Change During Rollout
Through Peer Interactions

» Advocate for change » Hear about change
with colleagues from trustworthy

* Answer colleague Source
guestions * Discuss and have

» Help HRBPs make _questions answered
business case in way employees

» Support change and canrelateto
answer questions * Ensures change is

not perceived as
HHR”
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.
Making the Most of Compensation

Changes
Rollout Change
for Continuous
Improvement
 Target the right » Go beyond « Analyze and
stakeholder information respond to the
involvement to delivery to change
plan rollouts build management
understanding process
and promote before, during
positive and after
employee change

outcomes
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.
Organizations Fail to Measure
Business Impact of Change

27%

% of
Organizations

7%

Measure Measure
Employee Business
Qutcomes QOutcomes
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Three Waels to Continuously
Improve Change Rollout
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BEST PRACTICE
Tailor Rollout Based on Expected
Impact of Change
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10 Key Ways to Improve Change

. Informal and Thought Leaders
. Accountability Needs
. “Resistors”

. Team Capacity and Capability

1

2

3

4

5. Tailoring Needs
6. Rollout Sequence

7. Common FAQ’s

8. Communication Opportunities
9. Information Balance

1

0.Up-front Questions
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il APPENDIX

Top-10 Post-Change Takeaways to Incorporate in Future Change Plans

DETERMINING ROLES AND RESPOMNSIBILITIES

1. Informal and Thought Leaders— Think about which managers or employess emerged as beirg influsntizl durirg
the chamge rollout, and look to involee them earlier with future changes.

2. Accountabliity Meeds—Reflact on how well (or poorly) change "implementers” carried out their responsibilities
to determine if future changes need more formal accountability mechanisms.

3. “Resistors”—Consider which stakeholders were resistant to the change, particularly if any were unexpectedhy
skeptical. Adapt plans for working with those stakeholders to get buy-in for future changes accordingly.

4. Team Capacity and Abllity—Reflect back on how well compenzation change team members were able to execute
their responsibilities. Consider whether assignments for exeouting future change rollouts should be redistributed,
ar if any members of the team nead upskilling in cartain areas.

PLANNING THE CHANGE ROLLOUT

5. Talloring Meeds—Incorporate any new realizations about different groups” cultures, common practices, or
communication approachas into future plans for kow to introduce changes to them.

6. Rollout Sequence—Evaluate how different business units or groups reacted to the last charge and consider Fow
(if at all) that should affect the timing or sequence of future change rollouts (e.q., starting with a group that tends
to be more skeptical first).

COMMUNICATING THE CHANGE

7. Common FAGs—While every change is unigque, the kinds of guestions managers and employees will hawve are
aften similar. Use what they asked during the last chamge to build an inventory of questions to include in a
"“frequenthy asked guestions™ (FAL) document for future changes.

B. Communication Opportunities—Taks note of existing meetings or communications that the change team was
able to piggyback on for communicating the latest change, and consider leveraging them again in the future.

8. Information Balance—~Adjust the level of detail in future change communications based on how change
"recipients” reacted to messages about the last change (e.g., too much wersus too little informiation).

10. Up-Front Questions—Review any unexpected guestions or challenges that emerged at late stages of the last
compensation chardge and plan to investigate those or similar issues sarlier during future changes.
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Leverage Key Stakeholders

2

Manage the Flow of

3

Manage Change for

to Plan Change Rollouts

¥ Conduct an audit of two or three of your

most recent compensation chamges to

® Beview which stakeholders were imeaolved
at each stage of the rollout plannirg
process, and

® dentify opportunities to get more
early invoheement from more change
implementers.

Prepare a list of potential senior stakeholders
whose buy-in could be needed for different
compensation changes. Make a plan for
gathering retevant information (tenuns,
communication preferences, etc.) about

that group so you can bether plan how to
approach them to get buy-in for future
charrges.
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information Around the Change

Heview current compensation charge
comimunication strategies for any elements
that may be creating problem. For example, if
messanes are bypically deliverad immedistaly
after the change is anmounced, they are not
reaching employees when they are receptive
bo new information.

Brainstorm cpportunities to deliver early
education for upcoming compensation
chamges you are making or considering
makireg.

Create an inventony of recurring
communications with employess, or
“touchpoints,” such as business unit
meatirgs, review conversations, or total
rewards statements. se that list as a starting
point for your next compensation change, to
embed explanations and context in existing

messages employess already pay
attention to.

Make a list of existing organizational channels
for identifyirg informal leaders that can

be leversged to source influential change
chamipions for upcoming initistives.

Continuous Improvement

Build a list of metrics you currently evaluste
to gauge the impact of compensation
chamges and record when you collect

them during the chanoe process. kdentify
opportunities for @ more comprehensive
evaluation of how effective compensation
chamge rollouts are

Far am upcoming compensation change,

brainstorm opportunities to collect "and-
user” feedback before the rollout starts.

Review alternatives to getting this feedback
in case you encounber barriers.

Build a core set of questions that can be used
to evaluate affectad employess’ reactions
during the change rollout. The questions
should focus on assessing the process more
50 tham the change itself and be applicable to
multiphs chanoes.

Think back to a recent compensation chanoe
your organization made and whether there
are any lessons learned to be incorporated
inta future rollout efforts. These could be
from the roliout team’s own experience, if no
feedback or other data was collectad during
of after the change was introduced.
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