© 2006 Time Inc. Printed in U.S.A. #06000

FORTUNE
Tota

Rewards , w -

As demographic changes and Y
technology reshape the [abor
market, companies are developing
creative new ways to keep
skilled workers on the job.

In cooperation with: *‘ j
L

WorldatWork

The Professional Association for
Compensation, Benefits and Total Rewards

{
=l
l Special Advertising Feature  Reprinted from the March 6, 2006 issue of FORTUNE®



Special Advertising Feature

The fast-growing biotech company offered a sweet  turned the company down flat when

she learned she’d have to trade her

package: higher pay, a move up the corporate [ad- ~ flexible work schedule at Sun for

one that kept her in the office from

der, and great career-building opportunities. But ~ 8AM. to5PM. five days a week.

“Once you have a taste of it,

Bill MacGowan, senior vice president of human ~ you don'twantto go back" says

MacGowan, and it's easy to see why.

resources at Sun Microsystems, said it still wasn't ~ Surs flexible Work program lets

employees design flexibility into not

. only their work schedule but also
enough to land one of his key employees. She ohore they work. Launched in 1996
as a way to reduce real estate costs,
the program saved the company $69
million last year alone by allowing
employees to work remotely from
home or from drop-in centers. And
by giving them a chance to build

Today’s benefits plans need
built-in portability so employees
can seamlessly relocate, whether
it’s to Taiwan or Tajikistan.

a work-life that accommodates
demands like child care and doctor
appointments, the program has

. also created fierce company loyalty.
iWork is now recognized as an
effective, low-cost way to keep Sun
employees from jumping ship.

The New Frontier
Small wonder, then, that Sun is
looking to apply this same kind of
flexibility to other parts of its benefits,
compensation, incentives, and work-
place programs. And it's not alone.
Flexibility has become the newest
frontier in corporate America’s evolv-
ing world of human resources.
“Flexibility is key, key, key,” says
Harriet Hankin, a futurist and author

Changing Dynamics in the Workplace te new economy has created a challenging environment for today's workers.
The past ten years have also brought major changes in the way employees and employers view each other and interact. Read on >>



Your employees.

The reason you need a collaborative
provider for your stock benefit plan.

When you work with UBS Corporate Employee Financial Services (CEFS*), you
get more than a stock benefit plan administrator. You get a collaborator
dedicated to you and your long-term employee benefit needs.

We take a consultative approach that starts with listening. We sit down
with you to understand your business. And we carry this collaboration
through every step of our relationship because it enables us to deliver
innovative solutions truly suited to your needs.

At CEFS, we understand the important role that stock benefit plans play
in attracting and retaining key employees. It's why we offer solutions that
are a winning combination of global reach and local support. Like our
network of experienced Financial Advisors, who are able to provide
stock benefit plan participants with personalized service around the world;
a multi-lingual website; a call center with extended hours; and the Firm’s
leading capabilities in foreign currency exchange.

This comprehensive approach ultimately has one goal: a stock benefit plan
that strengthens your relationship with your employees. That's a benefit
that helps you feel confident. You and us.

For a complimentary consultation with a UBS Stock Benefits Consultant,
please call us at 1-800-605-2208 for service in the U.S. or 41-44-234-32-34
for service in Europe. Or visit www.ubs.com/stockbenefit

You & Us

3 UBS

© UBS 2006. Al rights reserved. As a firm providing wealth management services to clients in the U.S., we offer both investment advisory programs and
brokerage accounts. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different laws and
separate contracts. For more information, please visit our website at www.ubs.com/workingwithus Not all securities, products or services are available
in all countries and nothing here should be construed as an offer or solicitation of any security, product or service in any jurisdiction where their offer or
sale is not qualified or exempt from registration. CEFS is a service mark of UBS Financial Services Inc.




1 Work has become more demanding on employees.

of The New Workforce (AMACOM).
It gives people control of their lives
so they can travel around the world,
take care of an ailing relative, or run
a marathon, she says, adding, “It
can actually turn out to be more
valuable than other benefits.”

As demographics cause a dip in
the talent pool, companies are discov-
ering they need to find new ways to
keep skilled baby boomers—and
often those of the preceding genera-
tion—working longer. At the same
time, they have to address the needs
of the Gen-Xers, who are now turning
40, as well as those of the Gen-Yers,
who have their own fast-paced and
aggressive work style. Still to be de-
termined are the needs of Millennials,
the generation that will follow.

Demographics, of course, is but
one of the many forces at work.
Cultural diversity has become an
important factor now that companies
are operating in a global environ-
ment, says Lee Feinberg, managing
director at UBS corporate employee
financial services (CEFS). The com-
pensation and stock plan solutions
that CEFS offers must accommodate
a multinational participant base, as
well as a variety of languages for
its corporate clients. Add in the
growing mobility of the workforce,
he says, and it’s clear that plans need
built-in portability so employees
can seamlessly relocate, whether
to Taiwan or Tajikistan.

In the old days, companies built
employment packages around com-
pensation and benefits, creating a sin-
gle, one-size-fits-all plan for everyone.
Over the past decade, this concept
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2 Employer-employee relationships have become less hierarchical and more transactional. >>

has given way to a “total rewards”
approach that makes room for other
important aspects of the work experi-
ence. Now the work world is shifting
again, as demographics, a global
marketplace, and improved technol-
ogy are creating a more fluid relation-
ship between worker and employer.

Give-and-Take

These forces are in fact redrawing
the work model, says Anne Ruddy,
president of WorldatWork, a non-
profit professional association that
focuses on total rewards and the
disciplines associated with attracting,
motivating, and retaining a talented
workforce. It recently adopted a new
model that puts work-life, perfor-
mance and recognition, and career
development on the same plane as
compensation and benefits. “It has
become a transactional relationship,”
says Ruddy, noting that there is now
significant give-and-take between
companies and their employees,
allowing greater individualization

of everything from work schedules
to professional training.

In other words, the traditional
model based on company loyalty,
working your way up the ladder, and
paying your dues is totally yester-
day, says Bruce Tulgan, author of
HOT Management (HRD Press) and
an expert on generational issues in
the workforce. “People are con-
stantly looking around to see what
they will be offered today, tomorrow,
and next week,” says Tulgan. Now
that the employment package has
become a moving target, he adds,
companies are finding they need to

1 construct plans that are

q

nimble enough to respond
to continuing changes in
the workplace.

And employees are
getting savvier every day,
says Andrew Richter, vice
president of compensation
and benefits at NBC
Universal, which means
his biggest challenge is
simply staying ahead of
the curve. “We have to
accept the fact that what
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About WorldatWork

orldatWork® is the leading
not-for-profit, member-based
association focused exclusively

on the human resources disciplines associ-
ated with attracting, motivating, and
retaining an engaged, talented, and pro-
ductive workforce through total rewards.

Our more than 23,000 members are
experienced HR professionals who success-
fully implement the strategic total rewards
approaches deployed by nearly all of the
country’s largest 1,000 companies and
many other leading organizations.

For these professionals and their
organizations, WorldatWork offers a unique
value proposition: a variety of convenient,
timely, and relevant professional develop-
ment programs, publications, and informa-
tion resources, as well as opportunities to
network with and learn from top practition-
ers who have enhanced their organizations’
success through total rewards.

The WorldatWork family of organiza-
tions includes Alliance for Work-Life
Progress™, ITAC—the Telework Advisory
Group, and WorldatWork Society of
Certified Professionals®, which issues
the prestigious Certified Compensation
Professional (CCP®), Certified Benefits
Professional® (CBP), Global Remunera-
tion Professional (GRP®), and Certified
Work-Life Professional (WLCP)™ designa-
tions. WorldatWork, formerly American
Compensation Association, celebrated its
50th anniversary in 2005.

For more information, visit
www.worldatwork.org or call 877-951-9191.

WorldatWork %

The Professional Association for
Compensation, Benefits and Total Rewards

was an awfully good offering yester-
day won't work next week,” he says.
"We have to earn our employees’
loyalty every day.”

What does a cutting-edge employ-
ment package look like today? There's
no single model. One company can't
simply adopt another firm’s program
wholesale. Each needs to think
through its own specific needs and



CELEBRATE
APOLOGIZE

From digital cameras and camcorders to
printers and binoculars, Canon has the brand-
name products that appeal to everyone and
every budget. For more information about
premium and incentive corporate purchasing,
contact the Canon Special Markets Group.

Canon Toll Free: 866-50-CANON
specialmarkets@cusa.canon.com
ww w.info-now.com/canon

Canon
imageANYWARE

©2005 Canon U.S.A., Inc. Canon is a registered trademark of Canon Inc. in the United States and may also be
a registered trademark or trademark in other countries. IMAGEANYWARE is a trademark of Canon U.S.A,, Inc.




3 Employers are moving away from long-term relationships.

Best of Breed Solution
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and performance management (EPM) solution that enables the workforce with an

S trategix’s Performance Manager™ is an employee incentive automation (EIM)

unparalleled range of metrics, KPIs, incentives, and on-line scorecard reporting,
delivering performance results—from enterprise down to individual employee levels—
in a cost-effective, web-based deployment. With 23 years of experience, Strategix is a
true founding innovator in EIM/EPM, enabling hundreds of thousands of employees, at
tens of thousands of sites, to successfully execute strategies and achieve goals.

Strategix Performance Inc.

Plaza Tower, 600 Anton Blvd., Suite 1100

Costa Mesa, CA 92626

714-556-9200 * www.strategixperformance.com

find the unique answers that work for
its particular workforce. Over the past
two years, for example, Amgen Inc., a
14,000-employee biotech firm, added
flexibility, portability, and increased
paid time off to its benefits package.
“Rather than design plans that keep
people from leaving, | prefer to
design plans that make people want
to stay,” says Chip Bell, vice president
of compensation and benefits.

One new Amgen benefit, first
offered in 2004, is an extra four days
of paid time off created by closing
the company between Christmas
and New Year’s Day. It's a benefit
with multigenerational appeal.
“Young people might want to go
surfing and older people might
want to have the grandkids come
for a visit,” says Bell. The company
closing was so well received, he
says, it is now a permanent part of
Amgen’s employment package.

Making Things Work

Looking ahead, some see flexibility
moving deep into the corporation,
as the transactional model takes
hold in daily operations. “The key to
making this stuff really work is to
have a performance-based element
to it,” Tulgan says. The employment
“deal” then gets reduced to a series
of short-term transactions designed
to support long-term corporate
goals. If Mary wants to work a flexi-
ble schedule this week, Tulgan says,
she’ll have to meet certain goals set
by her boss. And if she wants the

STRATEGI X

same schedule next week, she’ll
have to meet that week’s goals.

Industry’s shift towards “the deal”
is putting increased responsibility
on employees. Similar to the move
from defined-benefit to defined-
contribution retirement plans, flexible
employment packages make employ-
ees more responsible for constructing
their own safety net, says John
Boudreau, a professor at the Center
for Effective Organizations at the
University of Southern California’s
Marshall School of Business.

The push for greater flexibility
and individualization is also visible in
the custom-designed incentives pro-
grams increasingly used to reward
employees for specific achievements
such as meeting a sales goal, im-
proving customer service, or landing
a new client. The traditional reward
is cash, but these days many compa-
nies prefer to give employees their
choice of merchandise, which some

HREOnline.com

www.hreonline.com

Human Resource Executive® is now also on the Internet.
More than an online magazine, HRE Online provides HR
leaders with news and analysis, extensive search capabili-
ties, exclusive online columns, and other features.

4 Employees have less confidence in long-term rewards and have greater short-term expectations.

see as a far more effective motivator.
A new digital camera, projector, or a
high-end pair of binoculars “has a
trophy value,” says Terry Markwart,
director and assistant general man-
ager of Canon USA's special sales
division of the consumer-imaging
group. A well-chosen reward, he
adds, will continually remind the
employee of his or her accomplish-
ment every time it is used.

In some cases, Markwart says, the
rewards program kicks in even before
the employee is hired, illustrating
how far the transactional employ-
ment relationship has developed.

“A lot of companies now say if you
sign with us today we'll give you a
digital camera,” he says. And while
corporate sales departments tend to
be the largest users of customized
incentives programs, Markwart says
companies are increasingly expand-
ing these programs to include all
employees in their organization.

Job Well Done

“If you want a workplace that has
some humanity to it, you want a
culture that appreciates people and
recognizes their accomplishments,”
says NBC'’s Richter. His company is
now in the second year of a program
called Ovation, which uses gift cards
and merchandise to reward people
for a job well done. The cards range
from $50 to $5,000 in value.

Some companies, having found
their employees crave opportunities
for self-advancement, even use pro-
fessional development as an incen-
tive. “You can pay someone a lot of
money,” says Worldat-
Work’s Ruddy, “and they
can still be frustrated with
you because you haven't
figured out how to make
them more than they
are.” Paying for a profes-
sional conference or a

The Incentive Show

www.ThelncentiveShow.com

Higher levels of motivation can cut employee turnover
53%. Discover what's new in rewards May 3-4 at the Jacob
Javits Center, NYC. Keynote address by Gen. Colin Powell,

U.S.A. (Ret.). Free seminars.

S6

specialized training
course not only makes
the employee happy, but
also provides the com-
pany with more qualified
employees.

Recognizing the



5 Immediate supervisors are now the most important people in the workplace.

corporate desire for low-cost ways to
sweeten the employment package,
many companies are turning to credit
unions for no-cost financial services
for their employees. Chicago’s Alliant
Credit Union promotes credit-union
membership as a hassle-free benefit
that companies can provide without
spending a cent. “We can offer what
a bank can't,” says Judy Whitcomb,
director of business development
and service centers, noting that
Alliant pays significantly higher
returns on savings accounts and
charges lower interest on loans. The
reason: “We're not-for-profit. The
money we earn is returned to our
members in the form of high divi-
dends, low loan rates, and many free
products and services,” she says.

As a financial partner for human
resource professionals, Alliant is also
hoping to boost its benefit appeal.
Whitcomb says the credit unit offers
no-cost, on-site seminars on topics
such as basic money management,

Special Advertising Feature

Who's Who in
Today’s Workforce

11.5 i

Schwarzkopf Generation
(born before 1946)

\

31.5 mil

Generation Y
(1978-1989)

61 .5 mil

Baby Boomers
(1946-1964)

43.5 mil

Generation X
(1965-1977)

Source: RainmakerThinking Inc.

debt, and saving for retirement, all
areas that HR departments have

identified as important to employees.

As for the future, the experts
say the trend toward flexibility and

6 Supervising employees requires more time and skill on the part of managers.

individualization can be expected to
continue. The pace of change is not
apt to slow. The U.S. is now exporting
many of these new concepts, which
are spreading around the world with
remarkable speed. “If the U.S.
sneezes, internationally we have a
cold,” says Zurich-based Oliver
Freigang, UBS executive director of
corporate employee financial services.
Taking their cue from the U.S.,
the U.K. and the rest of Europe are
moving fast to adopt new workplace
thinking. And while Asia is lagging
far behind, Freigang says it’s just a
matter of time before India and China
jump on the bandwagon. After all, he
says, last year direct foreign invest-
ment in China exceeded $60 billion.
That means cutting-edge human
resources thinking probably isn’t
far behind. —Lynn Asinof

To advertise in our incentives sections,
please contact Linda Lydon, FORTUNE
Custom Projects, at 617-954-9420.

Give your employees a raise with
Alliant Credit Union membership.

193,000
Members

96% Member
Satisfaction

#1 in Savings
Returns

Exceptional
Loan Rates

©2006 Alliant Credit Union. All Rights Reserved.
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HIGH-VALUE
NATIONWIDE

| NO-COST BENEFIT
70 YEARS STRONG

Financial
Planning

Direct
Deposit

Mortgage
Relocation
Program

AND MORE!

FOR MORE INFORMATION:

Judy Whitcomb, SPHR
. 800-328-1935 x2067
| jwhitcomb@alliantcreditunion.com

www.alliantcreditunion.org/hr
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Leveraging Total Rewards to
Drive Business Success
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WorldatWork

The Association For
Total Rewards

www.worldatwork.org
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WorldatWork — the leading not-for-
profit, member-based association
focused exclusively on the human
resources disciplines and strategies
associated with attracting, motivating
and retaining a talented workforce —
introduces a new view of total rewards.

Successful companies create a unique
and proprietary total rewards value
proposition that engages employees
and drives business performance.

The concept of total rewards has
advanced considerably in recent years.
The new model demonstrates the

dynamic relationship between

employees and employers that leads
to the employee’s contribution of time,
talent and efforts — and the achieve-
ment of desired business results.

The more than 23,000 WorldatWork
members are experienced HR profes-
sionals who successfully implement
the strategic total rewards approaches
deployed by nearly all of the country’s
largest FORTUNE 1000™ companies
and many other leading organizations.

To learn more about WorldatWork
or the new view of total rewards,
call 877/951-9191 today or visit

www.worldatwork.org/totalrewards.

WorldatWor&%

The Professional Association for
Compensation, Benefits and Total Rewards




