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INCENTIVE COMPENSATION GOALS

Influence employee behavior to align with company 
objectives

Make the connection between strategy and results

Promote a “pay for performance” culture

Provide flexibility - as strategy changes
incentives can also - quickly and efficiently

Recognize and retain your best talent

Integrate with your overall performance
management process
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COMPENSATION STUDY – HEWITT 
ASSOCIATES

Variable pay as a percentage of payroll is 11.2% 

Integrate with your overall performance
management process

>3 times the 2006 average base salary increase

Variable pay in 2007 is projected to remain strong at 
11.0% of payroll

80% of responding companies currently offer at least one 
type of broad-based variable pay plan compared with 
51% in 1991
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THE ENTERPRISE PERFORMANCE 
MANAGEMENT PROCESS

ICM should be part of the EPM 
process

Integrate with your overall 
performance
management process

Employee rewards must align 
with corporate objectives

EPM initiatives should include 
an ICM component
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THE INCENTIVE COMPENSATION 
MANAGEMENT PROCESS

Don’t underestimate good design!

Data acquisition is critical

Test on historical data before rolling 
out

New plans or plan alterations should 
be tested against actual customer 
information

Allow Access to Employees

What-if Scenarios?
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SCENARIO TESTING  - WHAT-IF MODELING
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WHY IS ICM IMPORTANT FOR 
FINANCIAL INSTITUTIONS?

Increasing competitive nature in all financial services
Hiring the best talent

Retaining your talent

Embracing a Sales Culture

Is there anyone who hasn’t done sales training?
Emphasis on organic growth

Sharing Risk/Reward with employees
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PROGRESSION OF REWARD 
PROGRAMS FOR BANKS
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QUALITATIVE PLAN
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DOES ICM HAVE A PAYBACK?

Crowe Chizek studied 
598 financial institutions 
late last year and found 
that the five-year average 
ROE as well as the most 
recent year’s ROE was 
measurably higher for 
banks doing ICM. 

American Banker 4/26/2006 
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BANK STORY

Bank Summary

Fortune 500 company and part of S&P 500

One of the 20 largest banks in the country 

Top 10 mortgage originators 

360 retail bank branches with roughly $40 
Billion in deposits 

Highly efficient and profitable bank
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ICM CASE STUDY

Challenge
Manually administered and complex incentive plans 

Potential for calculation errors that could cost the company 

Limited visibility of sales and service staff into their production and corresponding 
incentives 

Approach

Implement a system to realize strategic and tactical objectives:
Strategic

Link business strategy and employee actions
Ability to quickly adapt to changing business conditions

Tactical
Improve data integrity and calculation accuracy
Consolidate and streamline incentive management
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ICM CASE STUDY

Results
Strategic

Analysis and recognition of top performers / key talent
Modeling and Pro-Forma capabilities
Data converted to Information

Tactical
Automated incentive management process
Reduced incentive-related staff time
Greatly improved accuracy, reporting, and analytics
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A TRUE PAY FOR PERFORMANCE 
CULTURE

Incentive payments roughly 

30% of total compensation and 

benefits

Significant growth in non-

discretionary incentives ($45

million to over $125 million!)
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SIMPLE TRANSACTION PLAN

Volume Processing

Incentive per transaction logic
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REAL LIFE COMPLEXITY OF MANY 
INCENTIVE PLAN

There are often a series of thresholds or tests:
Employed at least six months?

YesNo

YesNo

YesNo

Is Deposit Account 4 months old?

YesNo

Is 3 Month ADB > $10,000

Is Margin After FTP > 50 BPS?

STOP

Compute 3 Month ADB * 
(Earnings Credit – Rate)

* .10 = One Time ICM Payment
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“THRESHOLD TESTING” PLAN 

Logic testing to qualify products for incentive

Multiple levels of threshold analysis

Demonstrates employee centric view of current production 
state
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BRANCH MANAGER PLAN

Summary performance as indicator of incentive qualification
Performance goals established at multiple tiers

Financial Performance – Net Contribution
Loan Origination v. blended credit scoring

Demonstrates reporting and analytics on rolled-up detail
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EMPLOYEE SUMMARY REPORT
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TREND REPORTING FOR PLAN MANAGEMENT
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PRODUCT DEPOSIT COMPARISON
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DIFFERENTIATING COMPENSATION BY 
CREDIT QUALITY
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IS YOUR PLAN WORKING?
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SUCCESS FACTORS

Cultural
Change management concerns mitigated
Core philosophies on incentives unchanged

Economic
Assimilate and administer more plans without adding resources
Effective cost of entry and manageable implementation

Strategic
Operational Scalability
Modeling Flexibility
Decision Making Tool
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ICM BENEFITS

Automation

Integrity

Strategy
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ICM BENEFITS

Automation
Automate imports from source 
systems

Process plans with server side 
engine

Distribute reports or provide them 
real time

Interface with payroll

Increase productivity of ICM staff
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ICM BENEFITS

Integrity
Eliminate errors

Eliminate the need for “shadow 
accounting” (Trust)

Contain Audit Reports

Not a “Black Box”
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ICM BENEFITS

Strategy
Design and create incentives which support corporate goals
Allow creation and management of numerous multi-faceted reward 
programs
Perform “What-if” scenarios that allow the altering of key plan variables
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THE COST OF DOING NOTHING

Are you leaving ROE behind?
Risk of losing top performers
Create a Pay for Performance Culture –
“A Culture of Excellence”
Manual administrative processes
Increased risk of errors
Timeliness

““There are risks and costs to a program of action.  But they are There are risks and costs to a program of action.  But they are far far 
less than the longless than the long--range risks and cost of comfortable inaction.range risks and cost of comfortable inaction.””

John F. KennedyJohn F. Kennedy
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KEY ICM MESSAGES

ICM is part of EPM 
Align incentives with corporate goals – (your system 
should be a strategic tool) 
ICM is an ongoing process (re-evaluate plans as 
corporate goals change)
Share Risk/Rewards with employees
Create easy-to-understand plans where rewards are 
attainable and immediate
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