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Why are we talking about “global” compensation management?

There are significant complexities and challenges that come with managing
rewards in multiple countries
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Did you know...?

Every cou

govern compensation and beneﬂte minimum
pension/retirement benefits, statutory holiday.

In many countries there is a statutoril
providing a “13%

In some countries a ceo: f S
education) are a common element of compensation

e

Month"

nas :

o

Wi

1se salary.

of laws a

Yy mandated practice of

ns that

wage, mandatory allowances,
s, paid time off, etc.

Market movement of compensation in the United States is

the

“base salaries.”

generalfy Iess than 3% per year.

t car

Some countries, like China, do not have a u

vigh as 20°

Hgh 20%

ol

In emerging markets hke India

in some cities.

=1, which means

that compensation competitiveness must be evaluated on a city-by-city hasis.

" (e.g., housing, transportation,
and may even be higher than

© 2017 wilis Towers Watson I For Wilis Towers.  Towars. wl']ﬁs‘rm%mn lllllnhl 3
Local factors, such as culture and economy matter
Comparing top drivers of retention from employee viewpoint
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Source: Towers Watson 2016 Global Workforce Study
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How do companies manage the complexity?
A range of practices based on business need

Rewards
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Goals of a global compensation strategy

FROM

Wasted time / money;
reinventing the whee]

Mixed messages, disengaged
employees

Business, legal, and
regulatory risk

Emergmg developments

.deveiopments 5

“managed by crisis” in handied proactwely

Limited mobility of internal
talent

1o market

©2017 Wills Towers Watscn Ainghes resenea. y Forwins

WiliisTowers Watson =i*1°E1 6

8/7/2017



8/7/2017

What constitutes a global strategy?
financial and people risks associated with compensation and benefit programs
around the world and to o I for | ng scale, best
practice and shared
EXAMPLE
Managers/
Top Cadre Other Executives Professionals
‘Base :Saléw Globally consistent Global guidelines, local levels Local levels
—hAhn'u_éi' i Globally consistent Glcbal design, Global guidelines,  Local design and
Ancentives | local levels local design and levels
bt = levels
Long-Term Globally consistent  Global design, N/A N/A
ncentives local levels
Global guidelines, local design and levels N/A
Refirement Global guidelines, local design and levels Local design and
S ] levels
‘Q!he'rfBene'f‘its ] Global guidelines, local design and levels Local design and
E : : | levels
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Balancing global consistency with local competitiveness
A practical solution for short-term incentives

ort- I across the globe, eligibility and the
level of at-risk pay varies from country to country

atq/m,[s
Career
Level Australia China Germany

G 2 25% : : :

20% 5% 20% 25% 30%

9 15% 20% 20% 18% 20% 25%

8 15% 20% 15% 15% 20% 20%

7 12% 15% 15% 12% 15% 15%

6 10% 15% 12% 8% 5% 10%

5 10% 15% 10% 5% 5% 10%

4 5% 15% 5% 5% 5% 5%

3 5% 10% 5% 5% 5% 5%
182 N/A 10% N/A 5% N/A N/A
©2017 Wil Towers W.atson. All ights reserveq. Propistar For By i Wiing Willis Towars Watson §LE"1'L4 8




Balancing global consistency with local competitiveness
A practical solution to managing the complexity

= In many countries LTI !evels are S|gmﬁcantly Jower than in the U.S., even for
executives
= This is an example of how one company “ratlonahzed” the LTI practices into a

maf ‘rCE'ﬁ’"f" ni er of

Canada  Australia France New Zealand China Paland
UK Austria Germany - Norway Hong Kong Portugal
us Belgium Greece Singapore India Russia
Brazil Italy Spain Japan Thailand
Denmark Mexico Sweden Korea Saudi Arabia
Finland Netherlands ~ Switzerland Malaysia UAE
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Creating a consistent view of jobs across the globe
A necessary step for many companies attempting to develop a global strategy

= One of the biggest challenges in creating a consistent strategy is codifying job levels
within the company

* lIt's a technically challenging endeavor, and the cultural perceptions can be a
complicating factor

China Operations

How the Country

Manager Views the
China Operations

How the China fits into
the Larger Company
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Reward and career architecture

Supporting the Em ployee.Life Cycle

Deva!npmém
and Career
Management

Workforce
Analytics
and Planning

Succession
Management

Staffing and
Selection

Performance
HManagement

Compsansation
and Benefits

Competency Model

Reward and Career Architecture

JOB ARCHITECTURE JOB LEVELING

The infrastructure for organizing jobs A systematic process of determining the
(job codes, job titles, functions, disciplines) relative value of jobs in an organization

f i Reward and [ I I l I ' E
Business Cm‘lexx—l L Talent Strategy Job Content Employee Data Market Data
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Job leveling provides a foundation for consistent reward delivery

Management
Chrder Path

Executive
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Benchmarking compensation globally
More complex compensation data reporting than in the U.S.

Total Guaranteed
Compensation

Base Salary
12 Months

ot D
Parlormance Shares, Delared Borns)

Teeat I Total
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Understanding allowances and other country-specific
compensation elements
A simple example

In Brazil, there several non-mandatory but nonetheless common allowances. The
difference between Base and Total Guaranteed is explained by these allowances.
Examples include a seniority bonus provided to employees every five years and a
public transportation allowance provided to employees who take public transit.

st s

Real 101,800 102700 112300
usp m 32,500 32,800 35,900
{2} Amonih's salary and pad In two installments. In Bragzil, it is paid in November and December,
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Understanding allowances and other country-specific
compensation elements
More complex example - India

® India has one of the most
complex allowance schemes
of any country

= The complexity is driven by
the country’s tax regulations,
which exempt certain
allowances from income
taxes

= Allowances in India tend to
be in flat amounts — so they
make up a disproportionately
high percentage of
compensation for lower-level
jobs

= There are at least 13 L INR200 NAioop mREce ik snos A iaden 12000 INR 14,000 INA 15,020
different allowances in India

Allowances as % of Base
2005 (INR in 1,000s)
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Comparison across multiple countries
Career-level or Senior Accountant compensation

U.S. Base Total Guaranteed Total Cash % with Car
Currency Salary I Compensation Compensation Allowance

usD 65,800 65.800 67,100 N/A

112,300

101,800 102,700

Real
uspm 32,500 32,800 35,800
(2) Amenti's salary and paid in two instaliments, In Brazil, it is paid in Novembar and December.
Spain Base Total Guaranteed Total Cash % with Car
BN Currency Salary © Compensation ~ Com ion Allow
G Ewo 44100 44,100 49,848 a0
g, 52,150 52,150 58,948
(3}Bm5§avhﬁdndmldhswmmlsmdly. mdmmm;kmwhmmhmhmnm, Both are
accounted for in the Base reported in the sunvey. These are termed “Vacation Bonus™ and “Ghristmas Benus.”
India L AL T
® Rupee 873,000 1,105,000 1,144,000 20%
B 13,968 17,680 18,304
(1) USD equi calculated as of 7.31.2017
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Global view of how practices vary across different regions
What to watch out for...

While specific faws, regulations, and competitive practices can vary
substantially among countries in the same region, there are some general

trends that can be applied
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Global view of how practices vary across different regions
What to watch out for. ..

* Canada's practices tend to be similar to the us.
* ...with some additional requirements for pay equity
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Global view of how practices vary across different regions
What to watch out for...

* Some of guaranteed comp elements, liké 13" month salary
~* Eastem Europe has developing economy dynamics similar to some
cotintries in Asia and South America
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Global view of how practices vary across different regions
What to watch out for...
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Global view of how practices vary across different regions
What to watch out for...
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Global view of how practices vary across different regions
What to watch out for...

Allowance structures are common

High degree of turnover in developing economies,
like India and China

Unique cultural influences on rewards
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India vs. the U.S.

Economy
Wage Growth
Labor market

Rewards
Focus

Pay-for-
performance

Stable
Stable to modest growth

Competitive for top talent and
critical skill

Balanced approach to rewards

Typical but less likely for
support, technical, and manua
Jobs !

High-growth
High-growth
Highly competitive for a wide

range of professional and
skilled jobs

Highly focused on cash with a
small portion of rewards
designed to supplement social
security provisions

Typical among all types of jobs
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Questions?

©2017 Wilis Towers Watsan,

For Wiks Tawers Towers Watson chent use cly.

WillisTowersWatson hI'I'Ld 24

8/7/2017

12




