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Background

AAs of 2016, 84% of U.S. businesses utilize non-cash rewards as a method
of encouraging and engaging their employees, salespeople, and
channel/dealer partners.

AThe body of evidence for best practices and optimal program design is
increasing every year, and businesses are looking to their supplier

partners for
their rewarc

AThis researc

expertise and advice on how to most effectively structure
and recognition initiatives.

n is designed to fill a gap by objectively identifying the non-

cash rewarc

s strategies and tactics used by top performing companies,

providing benchmarks and best practices for the industry.



Methodology

AMost research benchmarking “top performing companies” leverages
pre-existing lists of these companies - for example the Fast 500 or Best
Places to Work

AThis research was designed to use a national cross-section of firms with
at least $100 million in revenue, collecting data to objectively classify
each firm as “top performing” or “average”



I;R?E Classifying Top Performing Companies

Foundation

7

ATo q5 alify as “top performing,”a firm had to demonstrate strong performance in
2015.The most iImportant requirement for classification as a top performer is
flnanlézlal growth in 2015 compared to 2014 - more than 5% growth in revenue or
stock price.

ATop performers also were required to demonstrate both of the following:

A Strong performance with customers
A 90% or higher in customer satisfaction or loyalty, or
A Customer acquisition rates higher than 5%
A Strong performance with employees
A 90% or higher in employee satisfaction
A Loss rate less than 5% per year among high-performing employees

A Repﬁtation as a highly-desirable place to work - a place where high-performing candidates compete to
wor

AThe purpose of these survey questions and the ultimate classification as “top
performer” or “average” was 100% opaque to respondents - they did not know they

were assigned to a performance group




Respondent Profile

Respondent’s Function

21% 19% 22%
14% 14% 14% 16% 15% 14%
Marketing Sales Operations Executive HR Finance Customer Service Other (please

specify)

B Average M Top Performer

Respondent’s Role Years of Experience
49% 50%

35% 219%625% 27%28% 19%1 7% 25%23%
2> mm AN ‘T
° cop 11% - H =

- — . - Less than 5 5to9 10to 14 15to 19 20 or more

Senior executive (C- Manager or Director Supervisor Individual contributor

level or VP)
W Average M Top Performer

B Average M Top Performer 5



Respondent Profile - 2

Business Model

0,
a6% 0%
S1o 28% 26%
19 17%
= Hm Delverables
B2B B2C Both B2B and B2C
77%
B Average M Top Performer 66% 69%
I ] I
Products Services/Solutions

B Average M Top Performer



Respondent Profile- 3

Type of Firm
35% 37%
26%
21% 19%  22% 17%
BN s ]
Asset Builder - These companies build, Service Provider - These companies Technology Creator - These companies Network Orchestrator - These None of the above
develop, and lease physical assets to hire employees who provide services develop and sell intellectual property companies create a network of peers
make, market, distribute, and sell  to customers or produce billable hours such as software, analytics, in which the participants interact and
physical things (e.g. Walmart, Ford, for which they charge (examples:  pharmaceuticals, and biotechnology share in the value creation. They may
FedEx) United Healthcare, JP Morgan) (software and data) (examples: sell products or services, build
Microsoft, Oracle) relationships, share advice, give
reviews, collaborate, co-create and
more (exam

W Average M Top Performer



Average Performers Saw Some or

Moderate Stock or Revenue Growth

Stock Performance

84%
60%
25%
% 15% .

6% ] - 1% 3% 0% 5% 0% 1% 0% 1% 0%
Strong growth (More Moderate growth (3 to Some growth (Greater No growth (0%) Some decline (Negative Moderate decline (3to Strong decline (More
than 5%) 5%) than 0% but less than less than 3%) 5%) than 5%)

3%)

B Average M Top Performer
Revenue Performance
83%
52%
15% 29%
0
7% — - 2% 4% 0% 3% 0% 1% 0% 1% 0%
Strong growth (More Moderate growth (3 to Some growth (Greater No growth (0%) Some decline (Negative Moderate decline (3to Strong decline (More

than 5%) 5%) than 0% but less than less than 3%) 5%) than 5%)

3%)

W Average M Top Performer



IRF Top Performers Growing through Sales

Incentive Research
Foundation

Growth Drivers

0,
51% 54%
38%
28%
Mergers & Acquisitions More sales of core products New products/services Streamlining/cutting costs
In your best estimate, which of the below describes the reasons your company has been achieving strong growth? 9

Base: 319 top performing companies



Average Performers Have Moderate to

High Customer Satisfaction and Loyalty

Customer Satisfaction

77%
49%
39%
21% .
. . 9% 20 1% 0%
I
Our customers are Our customers a Our customers are Our customers are not
extremely satisfied moderately satisfied somewhat satisfied very satisfied Customer Loyalty
(satisfaction rating 90% (satisfaction rating 80% (satisfaction rating 70% (satisfaction rating lower
or higher) to 89%) to 79%) than 70%) 79%

B Average M Top Performer
52%

42%

21%

Our customers are extremely Our customers a fairly loyal  Our customers are not very
loyal and rarely leave (retain (retain 70% to 89%) loyal (retain less than 70%)
90% or more customers)

W Average M Top Performer

To the best of your knowledge or ability to estimate, which of the below best describes how satisfied customers are with your company’s products and services?
To the best of your knowledge or ability to estimate, which of the below describes your company’s customer retention? 10
Base: 625 average/319 top performing companies



Top Performers Much More Successful in

Acquiring New Customers

Customer Acquisition Rate

72%
51%
[0)
22% 25%
13%
5% 4%

. _° 0% 2% 0o 1% 0% 1% 0%
Strong growth (More Moderate growth (3to Some growth (Greater No growth (0%) Some decline (Negative Moderate decline (3to Strong decline (More
than 5%) 5%) than 0% but less than - less than 3%) 5%) than 5%)

3%)

B Average M Top Performer

Which of the below best describes the growth in the number of customers your company served in 2015 compared to 20147
Base: 625 average/319 top performing companies "



Average Performers Have Moderate

Employee Satisfaction and Loyalty

Employee Satisfaction

72%

52%

29% 25%

13%
|

Our employeesare  Our employeesare  Our employeesare  Our employees are
extremely satisfied moderately satisfied somewhat satisfied not very satisfied
(employee satisfaction(employee satisfaction(employee satisfaction(employee satisfaction
ratings of 90% or  ratings 80% or higher) ratings 70% or higher) ratings lower than
higher) 70%)

W Average M Top Performer

Employee Retention

83%

53%

34%
13%
— 2%
|

We tend to lose less than We tend to lose between We tend to lose more than
5% of our top-performers 5% and 10% of our top- 10% of our top-performers
per year performers per year per year

B Average M Top Performer

To the best of your knowledge or ability to estimate, which of the below describes how satisfied your company’s high-potential employees are?
To the best of your knowledge or ability to estimate, which of the below describes your company’s ability to retain high-potential employees? 12

Base: 625 average/319 top performing companies



Top Performers Much More Effectively

Attracting Top Talent

Recruiting Top Talent

84%

54%

40%

15%

6%

I i

We are widely considered a top company to work for - We are widely considered a good company to work for - We have difficulty competing against other firms for
high-performing candidates compete to work here we successfully recruit some but not the majority of top-performing candidates
high-performing candidates

W Average M Top Performer

To the best of your knowledge or ability to estimate, which of the below describes your company’s ability to recruit high-potential employees? 13
Base: 625 average/319 top performing companies



fe—
IRF Top Performers More Likely to Utilize Reward & Recognition

Program Incidence by Performance Group

90% A 88% A
0,
75% 81% A 77%
59%

Sales Channel Employee

B Average M Top Performer

Percent selecting “Yes”: To the best of your knowledge, does your company use non-cash rewards or "prizes" - such as gift cards, merchandise, trips, etc. to:
A Reward and/or motivate desired behaviors and achievements among your company's salespeople
A Reward and/or motivate desired behaviors and achievements among your company's distributors, channel, or dealer partners
A Reward and/or recognize desired behaviors and achievements among your company's employees
14

Base: 923 respondents



Summary of Findings

ATop Performers focus on specific design aspects of non-cash incentive
and reward programs:
AMore likely to have goal-oriented program structures
APrioritize organizational benefits when selecting rewards
AChoose the same types of rewards as average performers
AMore likely to budget based on income
AHave higher payouts
A Prioritize reach over exclusivity
AMore advanced regarding program analysis
Alnclude programs in broader corporate communications
A Assess their programs more favorably in terms of resources and support

15



Sales Programs



TRE Top Performers More Likely to Include

s Marketing for Design of Sales Programs

Sales
Departments Responsible for Sales Programs

Marketing | o 7
=
R (%,

Executive | ¥,
operations | ", "
Customer Service |,
Finance | %),
Other (please specify) | 1 0%

B Top Performer M Average

What part of your organization is responsible for the design and/or strategy for your [sales] reward and recognition initiatives?
Base: 373 U.S. businesses using non-cash sales incentives 17



Top Performers 40% More Likely to Use

Sales Quotas for Programs

Sales
Structures for Sales Programs

80% A
7 [0)
68% 3%
57%
53% 47% 51% 51%
0 42% 43%
21%
n .
Sales quota: Participants  Other types of goal-based  Top performer: Goals are  Discretionary recognition: Team recognition: Per Unit: Recognition or
receive individualized earning: Participants set among all participants  Recognition or award is Recognition or award is award is given for each unit
quota targets and earn  receive individualized goal and the top performer or given on a spot basis, e.g.,a given to a team for group sold
rewards upon hitting those targets and earn rewards top performers earn manager to an employee, achievements or for
targets. upon reaching those goals rewards at the end of aset peer to peer among sales reaching team goals
(new product or other  time period for the program team members
training, clearing inventory,  (e.g. President’s Club).

etc.).

W Average M Top Performer

Below is a list of reward and recognition program structures organizations might use for salespeople. Please select the program structures your company utilizes.
Base: 373 U.S. businesses using non-cash sales incentives 18



LR:E Rewards Orientation

Foundation

Sales

The factors program sponsors consider when selecting rewards for their programs can be categorized into

three groups: factors concerned with satisfying participants, considerations about the firm itself, and trophy
value.

Company Orientation Trophy Value

Allows participant choice Ease of administration Physical reminder for participant
Attributes Provides unique experience Builds brand loyalty Reward has high perceived value

Easy for participant Builds emotional connections

Preferred by participant Cost

Not Classified: Appealing across large audience 19



Top Performers Less Likely to Prioritize

Unique Experiences

Allows participant choice

Preferred by participant

Provides unique experience
Padidiptation o

Easy for participant

Builds brand loyalty

Ease of administration

Builds emotional connections

C°BRSR¥ation
Cost
Reward has high perceived value

TroffRjjeysical reminder for participant

Appealing across large audience

Most Important to Selecting Sa

N pmwpum 15%
(0]
W 6%

0
%

14%
m®19
N mmppmm 19%
0
S pummmmmm 15%
(0]
O B pummm— 11%
0
0,
8
0,

et e— | 7/

(0]
e

19%

B Top Performer M Average

Which of the below are the most important when selecting the rewards to offer in your sales incentive programs?

Base: 132 U.S. businesses using non-cash sales incentives

les Rewards

20



Top Performers Prioritize Firm Benefits

When Selecting Rewards

Sales
Importance to Selection of Sales Rewards

48%
33%
28%
24%
. - X .
Participant Orientation Company Orientation Trophy Value

B Average M Top Performer

Derived from: Which of the below are the most important when selecting the rewards to offer in your sales incentive programs?
Base: 132 U.S. businesses using non-cash sales incentives 21



Top and Average Performers Use the Same

Rewards for Sales

Top

Sales
Average

Rewards Used for Sales Programs Performer
Number of Reward Types Used for Sales 79 75
(not statistically different) : )
°9% 54% 55%  54% % 54% 55%
52% 9 9 9 0 © ° 53% 54% 5o 53% 0 0
I I i i 52/0 47% I I I I : I ! I I
Recognition awards - Recognition events - Logo'd merchandise ~ Symbolic awards (e.g., Gift cards/gift certificates Merchandise awards - Individual travel Group incentive trips - Cash
Perks to recognize Gatherings or awards to plaques, trophies) These are merchandise Group travel experiences
participants such as time recognize participants or other awards used as used as an award for an
off from work, parking such as recognition part of an incentive or incentive or recognition
spots, free lunches.  ceremonies/meetings or recognition program. program. With these
recognition awards (e.g., Rewards may be a variety programs, incentive
Employee of the Month) of products of different travel is the key award.
values, or experiences Participants may win a
(e.g., event tickets). spot on a group travel
program, or they may be
able to select from am
W Average M Top Performer
Which of the following types of rewards does your organization use to reward and recognize your participant audiences? — Sales Incentives
22

Base: 373 U.S. businesses using non-cash sales incentives



Top Performers Less Likely to Include 100%
of Salespeople, Have Higher Proportion

Earning Top Reward

Sales

Percent of Sales People Eligible to Earn Reward
*Not statistically different

64%

56%

Average Top Performer

Percent of Sales People Eligible to Earn Top
Performer Reward
*Not statistically different

51% 53%
Average Top Performer

Percent of Firms Where 100% of Salespeople are
Eligible to Earn Reward

31%

- -

Average Top Performer

Percent of Firms Where 100% of Salespeople are Eligible
for Top Performer Reward
*Not statistically different

(o)
24% 17%

Average Top Performer

Base: 373 U.S. businesses using non-cash sales incentives; 277 U.S. businesses with top-performer sales programs

Percent of Sales People Actually Earning Reward
*Not statistically different

50%

44%

Average Top Performer

Percent of Sales People Earning Top Reward

48%‘

30%

Average Top Performer

23



TRE Top Performers Allocate Higher Proportion

o of Budget to Program Design and Admin

Sales
Proportion of Budget by Program Component
43% 44%
34%
30%
Program Design and Operation (including communications, technology, Rewards (including gift cards, merchandise, and travel)
administration, and measurement)
B Average M Top Performer
What is your best estimate of how your overall reward and recognition budget breaks down for the following aspects of your programs? 24

Base: 373 U.S. businesses using non-cash sales incentives



Top Performers Twice as Likely to Budget

Bottom-Up; Use Higher Percent of Income

Sales Budget Approach for Sales Programs
57% A 48%
29% 28% V.
Budgets are created bottom-up: calculating the Budgets are created top-down: executives
appropriate investment as a percentage of the  determine the budget based on prior year spending
participant’s income and overall financial performance

Y

Percent of Income Used to Calculate
Sales Budgets

9.4%
= .
Average Top Performer

Which of the options below best describes your company’s approach to budgeting for your sales incentive programs?
What is the approximate percent of income used to calculate reward and recognition investments for your salespeople?
Base: 373 U.S. businesses using non-cash sales incentives

B Average

B Top Performer

22% 15%
B s

It depends on the type of program

25



R

il Top Performers Have Higher Payouts

Incentive Research
Foundation

Sales
Average Non-cash Reward Values
$5,113
$4,749
$3,916
521749 I
Value of Non-cash Rewards Earned in a Year by Average Salesperson Value of the Top Reward a Salesperson Can Earn
W Average M Top Performer
Using your best approximation, what are the average and top reward values for your sales reward and recognition programs? 26

Base: 373 U.S. businesses using non-cash sales incentives



Top Performers More Likely to Allow

Unlimited Earning Potential

Sales
Have Sales Programs With No “Top-Stop”

78% A

49% I 49%
Yes

B Average M Top Performer

20%V

No

| don't know

Do you operate any sales incentive programs that do not have a "top-stop" - meaning the sales person can earn unlimited awards based on the amount of product/service they sell?
Base: 373 U.S. businesses using non-cash sales incentives 27



Top Performers Twice as Likely to Prioritize

Rewards Reach over Exclusivity

Sales
Design Philosophy: Reach vs. Exclusivity

56%
49%

- 22% 26%
9% ’

We structure our programs with the goal We structure our programs with the goal We structure our programs to do both of We do something else (please describe)
of each participant receiving a of recognizing/rewarding the truly the above
recognition or reward during the exceptional performers
program

1% 0%

W Average M Top Performer

Which of the options below best describes your company’s approach when designing the rules for your sales incentive programs?
Base: 132 U.S. businesses using non-cash sales incentives 28



Top Performers More Effectively Moving

Beyond Reporting to Leverage Analytics

Sales
Use of Data in Sales Programs

82%

50%
46%
13%

We are fully leveraging the performance data produced =~ We use some of the performance data but mainly
by our program - using analysis and insights to guide review participation and earning reports
decisions

W Average M Top Performer

Which of the options below best describes your company’s approach to measurement and analysis for your sales incentive programs?
Base: 132 U.S. businesses using non-cash sales incentives

4% 6%
.

We only use participation and earning reports

29



TRE Top Performers Leveraging Corporate

o Communications to Reinforce Programs

Sales
Communications Approach to Sales Programs
82%
68%
59%
46% 47%
I !
Programs are discussed in broader company Programs are communicated using multiple media-  Programs are communicated in an ongoing manner -
communications e.g., face-to-face, online, print, etc. consistently throughout the program
W Average M Top Performer
Which of the options below describe your company's approach to communicating with participants for your sales incentive programs? 30

Base: 132 U.S. businesses using non-cash sales incentives



Top Performers More Likely to Have a

Single Sales Program Across Company

Sales
Integration of Sales Programs
65%
48%
41%
21%
12% 9%
_ -
I —
Single program for the entire company  Multiple programs across the company, Multiple programs across the company - Multiple programs across the company,
designed and managed under a common some of which are connected and some designed and managed separately
purpose of which are designed and managed
separately
W Average M Top Performer
Which of the descriptions below best describes your sales incentive programs? 31

Base: 132 U.S. businesses using non-cash sales incentives



Top Performers Consistently Assess

Programs More Favorably

Sales
Percent Rating Their Program “Excellent” in this Area
59% A 61% A
46% A 48%4M 46% 48% A
36%
22%
13% .
Staffing to support Executive support of Alignment to corporate Budget Participation Manager buy-in
program program goals
W Average M Top Performer
For each line item below, please indicate your assessment of your sales incentive programs. 32

Base: 132 U.S. businesses using non-cash sales incentives



IRE Sales Programs Summary

Foundation

ATop Performers:
A More likely to utilize sales quotas in their program structures
A Prioritize company benefits when selecting rewards
A Choose the same types of rewards as average performers
A More likely to budget based on percent of income
A Budget a higher percent of income
A Have higher payouts
A Less likely to have “top-stop”
A Prioritize reach over exclusivity
A More advanced regarding program analysis
A Include programs in broader corporate communications
A Assess their programs more favorably in terms of resources and support

33



Channel Programs



TRE Marketing Less Likely to be Involved in Top

o Performers’ Channel Programs

Channel
Departments Responsible for Channel Programs

: 73%
Executive 69%

62%
Sales 59%

61%
62%

Operations

Finance 60%

62%

58%

HR 59%

57%

Customer Service 61%

Other (please specify) 49%

52%

44% v

Marketing 63%

B Top Performer M Average

What part of your organization is responsible for the design and/or strategy for your [channel] reward and recognition initiatives?
Base: 305 U.S. businesses using non-cash channel incentives

35



Top Performers More Likely to Use Sales

Quotas for Channel Programs

Channel
Structures for Channel Programs
73% A
67%
62%
51% 51% 51%
44%
38% 40% 37%
25%
= .
Sales quota: Participants  Other types of goal-based  Top performer: Goals are  Discretionary recognition: Team recognition: Per Unit: Recognition or
receive individualized earning: Participants set among all participants  Recognition or award is Recognition or award is award is given for each unit
quota targets and earn  receive individualized goal and the top performer or given on a spot basis, e.g.,a given to a team for group sold
rewards upon hitting those targets and earn rewards top performers earn manager to an employee, achievements or for
targets. upon reaching those goals rewards at the end of aset peer to peer among sales reaching team goals
(new product or other  time period for the program team members
training, clearing inventory,  (e.g. President’s Club).

etc.).

W Average M Top Performer

Below is a list of reward and recognition program structures organizations might use for channel programs. Please select the program structures your company utilizes.
Base: 322 U.S. businesses using non-cash channel incentives 36



LR:E Rewards Orientation

Foundation

Channel

The factors program sponsors consider when selecting rewards for their programs can be categorized into
three groups: factors concerned with satisfying participants, considerations about the firm itself, and trophy
value.

Company Orientation Trophy Value

Allows participant choice Ease of administration Physical reminder for participant
Attributes Provides unique experience Builds brand loyalty Reward has high perceived value

Easy for participant Builds emotional connections

Preferred by participant Cost

Not Classified: Appealing across large audience
37



Top Performers More Likely to Prioritize

Channel
Allows participant choice
Provides unique experience
Preferred by participant
Padidipritation

Easy for participant

Builds brand loyalty

Ease of administration

Builds emotional connections
Coangm’ation

Cost

Reward has high perceived value

Tr(}fﬂﬁk’ysical reminder for participant

Appealing across large audience

Participant Choice

Importance to Selecting Channel Rewards

[0)
N 894
(o)
B °30,
-
1%
(o)
s |50
(o)
s 149
e /5 04
[0)
1%

28%
30
e Ge— 77,

B Top Performer M Average

Which of the below are the most important when selecting the rewards to offer in your channel incentive programs?
Base: 136 U.S. businesses using non-cash channel incentives

38



Top Performers Prioritize Participant

Appeal for Channel Programs

Channel
Importance to Selection of Channel Rewards

49%
39%
31%
[¢)
] i .
Participant Orientation Company Orientation Trophy Value

W Average M Top Performer

Derived from: Which of the below are the most important when selecting the rewards to offer in your channel incentive programs?
Base: 136 U.S. businesses using non-cash channel incentives 39



Top and Average Performers Choose

Similar Reward Mix

Top

Average

Channel
Performer
Number of Reward Types Used for 6.6 6.6
Channel (not statistically different) : :
33% 33% 9 o 4%
> 30% g g 30% 29% _ 9 > 30%
27% 28% 28% 6% 279%  28% 9704
: I I I I I
Recognition awards - Perks ~ Recognition events - Logo'd merchandise Symbolic awards (e.g.,  Gift cards/qgift certificates  Merchandise awards - Individual travel Group incentive trips - Cash
to recognize participants Gatherings or awards to plaques, trophies) These are merchandise or Group travel experiences
such as time off from work, recognize participants other awards used as part used as an award for an
parking spots, free such as recognition of an incentive or incentive or recognition
lunches. ceremonies/meetings or recognition program. program. With these
recognition awards (e.g., Rewards may be a variety programs, incentive travel
Employee of the Month) of products of different is the key award.

values, or experiences Participants may win a
(e.g., event tickets). spot on a group travel

program, or they may be
able to select from am

W Average M Top Performer
Which of the following types of rewards does your organization use to reward and recognize your participant audiences? — Channel Incentives
40

Base: 322 U.S. businesses using non-cash channel incentives



Top Performers Have Higher Proportion

Earning Rewards

Channel

Percent of Channel Participants Eligible to Earn
Reward
*Not statistically different

51% 53%

Average Top Performer

Percent of Channel Participants Eligible to Earn
Top Performer Reward
*Not statistically different

55%

49%

Average Top Performer

Percent of Firms Where 100% of Channel
Participants are Eligible to Earn Non-cash Reward

19% 17%
Average Top Performer

Percent of Firms Where 100% of Channel Participants
are Eligible for Top Performer Reward
*Not statistically different

23% 19%
Average Top Performer

Base: 322 U.S. businesses using non-cash channel incentives; 215 U.S. businesses with top-performer channel programs

Percent of Channel Participants Actually Earning
Reward

48%
37%

Average Top Performer

Percent of Channel Participants Earning Top
Reward

48%
29%

Average Top Pen‘orm%.I



- Top Performers Allocate Higher Proportion
Liij of Budget to Program Design, Admin, and

Incentive
Foundation

Rewards

Division of Budget by Program Component

48% 46%

Program Design and Operation (including communications, technology, Rewards (including gift cards, merchandise, and travel)
administration, and measurement)

31%

30%

W Average M Top Performer

What is your best estimate of how your overall reward and recognition budget breaks down for the following aspects of your programs? 42
Base: 322 U.S. businesses using non-cash channel incentives



RE Channel Budgets Tied to Overall Sales for

Top and Average Performers

Approach to Budgeting for Channel Programs

74%
69%

29%

24%

Tied to overall sales (a % of each product sold goes to fund program) Tied to net income from previous year (a % of net income goes to fund program)

W Average M Top Performer

Which of the options below best describes your company’s approach to budgeting for your channel incentive programs? 43
Base: 322 U.S. businesses using non-cash channel incentives



Top Performers’ Channel Program Budgets

Most Influenced by Operating Income

Factor Most Affecting Budgets for Channel Programs

56% A 55%

31%V
22% 23%
. . =
Operating income Gross profit or margin Net income
W Average M Top Performer
What factor most influences budget changes year-over-year? 44

Base: 322 U.S. businesses using non-cash channel incentives



Top Performers Allocate Slightly Less to

Non-cash Incentives

Distribution of Channel Incentive Budgets

43%
37%V
0, 0,
26% 29% 28% 29%
N
Non-cash incentives (e.g. trips, Rebates and discounts Market Development Funds Other

merchandise, gift cards, etc.)

W Average M Top Performer

“Bonuses”
How does your channel incentive budget break out across the categories below? “Cash” 45

Base: 322 U.S. businesses using non-cash channel incentives



R

il Top Performers Have Higher Payouts

Incentive Research
Foundation

Average Non-cash Reward Values

$4,736
$4,387
$4,047
$2,612

Value of Non-cash Rewards Earned in a Year by an Average Channel Participant Value of the Top Reward a Channel Participant can earn

W Average M Top Performer

Using your best approximation, what are the average and top reward values for your channel incentive programs? 46
Base: 322 U.S. businesses using non-cash channel incentives



Top Performers More Likely to Allow

Unlimited Earning Potential

Have Channel Programs With No “Top-Stop”

77% A

53%

44%

2%V

Yes No

W Average M Top Performer

Do you operate any channel incentive programs that do not have a "top-stop"- meaning the channel participant can earn unlimited awards based on the amount of product/service they sell?
Base: 322 U.S. businesses using non-cash channel incentives 47



Top Performers Prioritize Reach over

Exclusivity

Channel
Design Philosophy: Reach vs. Exclusivity
67% A
50%
31%
22%y 19%
- .
We structure our programs with the goal of each We structure our programs with the goal of We structure our programs to do both of the above
participant receiving a recognition or reward during the recognizing/rewarding the truly exceptional performers
program

B Average Performer  ® Top Performer

Which of the options below best describes your company’s approach when designing the rules for your channel incentive programs?
Base: 136 U.S. businesses using non-cash channel incentives 48



Top Performers More Effectively Moving

from Reporting to Analysis

Use of Data in Channel Programs

81%

A
50% 50%

17%v
0% 2%
We are fully leveraging the performance data produced = We use some of the performance data but mainly We only use participation and earning reports
by our program - using analysis and insights to guide review participation and earning reports
decisions

W Average M Top Performer

Which of the options below best describes your company’s approach to measurement and analysis for your channel incentive programs?
Base: 136 U.S. businesses using non-cash channel incentives 49



TRF Top Performers Using Corporate

o Communications to Emphasize Program

Communications Approach to Channel Programs

78%
71%
63%
42% 42%
. l !
Programs are discussed in broader company Programs are communicated using multiple media-  Programs are communicated in an ongoing manner -
communications e.g., face-to-face, online, print, etc. consistently throughout the program

W Average M Top Performer

Which of the options below best describes your company’s approach to communicating with participants for your channel incentive programs?
Base: 136 U.S. businesses using non-cash channel incentives 50



Top Performers Likely to Have Single
Channel Program - Very Unlikely to Have

Separate Programs

Integration of Channel Programs

64%

48%
420 :
17% 18%
0,
— I

Single program for the entire company  Multiple programs across the company, Multiple programs across the company - Multiple programs across the company,

designed and managed under a common some of which are connected and some designed and managed separately
purpose of which are designed and managed
separately

W Average M Top Performer

Which of the descriptions below best describes your channel incentive programs?

Base: 136 U.S. businesses using non-cash channel incentives o



Top Performers Assess Programs More

Favorably

Percent Rating their Program “Excellent” in this Area

59% A
0 0 0 52% A
50% A 17% A 50% 50% A
43%
33% 33%
28% 28%
3 I I I I
Staffing to support Executive support of Alignment to corporate Budget Participation Manager buy-in
program program goals

W Average M Top Performer

For each line item below, please indicate your assessment of your channel incentive programes.

Base: 136 U.S. businesses using non-cash channel incentives =



IRE Channel Programs Summary

Foundation

ATop Performers:
AMore likely to utilize sales quotas in their program structures
A Prioritize participant benefits when selecting rewards
A Choose the same types of rewards as average performers
AMore likely to budget based on operating income vs. gross margin
AHave higher payouts
AlLess likely to have “top-stop”
APrioritize reach over exclusivity
AMore advanced regarding program analysis
Alnclude programs in broader corporate communications
A Assess their programs more favorably in terms of resources and support
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Employee Programs



RF Top Performers Less Likely to Rely on HR

Incentive Research
Foundation

Employee

Departments Responsible for Employee Programs

0%

Finance 62%

HR 58%

l

71%

57%

Customer Service 51%

Operations 0

|

60%

Executive 24%

63%

52%

Marketing 46%

Other (please specify)

N
o

54%

Sales 499

52%
B Top Performer M Average

What part of your organization is responsible for the design and/or strategy for your [employee] reward and recognition initiatives?
Base: 369 U.S. businesses with non-cash employee reward & recognition programs 55



Top Per

ormers More Likely to Use Goals

for Employees, Less Likely to Have Service

Anniversary Rewards

Employee

Structures for Employee Programs

68% A

69% 67%

Top performer: Goals are set among

55% 55%

45%

Discretionary recognition:
receive individualized goal targets all participants and the top performer Recognition or award is given on a

Goal-based earning: Participants

and earn rewards upon reaching or top performers earn rewards at the
those goals. end of a set time period for the
program.

spot basis, e.g., a manager to an
employee, peer to peer among
employees

56% 58%

39%

Team recognition: Recognition or Service anniversary/milestone Nomination: Recognition or award is
award is given to a team for group achievement: Recognition or award is given to employee as nominated by
achievements or for reaching team  given upon attainment of service  peers or management (employee of
goals anniversary or other milestone (e.g., the month)
patent awards or Six Sigma
certification)

51%

B Average M Top Performer

Below is a list of reward and recognition program structures organizations might use for employees. Please select the program structures your company utilizes.

Base: 369 U.S. businesses with non-cash employee reward & recognition programs
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LR:E Rewards Orientation

Foundation

Employee

The factors program sponsors consider when selecting rewards for their programs can be categorized into
three groups: factors concerned with satisfying participants, considerations about the firm itself, and trophy
value.

Company Orientation Trophy Value

Allows participant choice Ease of administration Physical reminder for participant
Attributes Provides unique experience Builds brand loyalty Reward has high perceived value

Easy for participant Builds emotional connections

Preferred by participant Cost

Not Classified: Appealing across large audience
57



Top Performers Prioritize Ease o
Administration, Average Prioritize

Perceived Value

Employee
Most Important to Selecting Employee Rewards
Allows participant choice | 21%
Provides unique experience [ o) m— 4%
Preferred by participant |G 70/
Pa®idipmation
Easy for participant ﬂ/‘ﬁ%
Builds brand loyalty T 19
Ease of administration [T ———17% A
Builds emotional connections | Toon 8%
CopRaRYation
Cost  piism 59
Reward has high perceived value | — 6%
Tréfﬁl}ﬁ’ysical reminder for participant '1 &o%

Appealing across large audience | 130

B Top Performer W Average

Which of the below are the most important when selecting the rewards to offer in your employee reward & recognition programs? 58
Base: 128 U.S. businesses with non-cash employee reward & recognition programs



Top Performers More Likely to Prioritize

Organizational Benefits over Trophy Value

Employee

27%

Importance to Selection of Employee Rewards
10%

44%
39%
32%
. 28%

Participant Orientation Company Orientation Trophy Value

W Average M Top Performer

Which of the below are the least important when selecting the rewards to offer in your employee reward & recognition programs?
Base: 128 U.S. businesses with non-cash employee reward & recognition programs 59



Top and Average Performers Select Same

Rewards for Employee Programs

Average Top

Employee
Employee Rewards Performer
Number of Reward Types Used for 77 8.2
Employees (statistically different) : :
60% 589 57%  56% 56% 58% 550, 550 57% 5505 56% 549 57% 56% 58% 550
52% I I I I 0 52% I I
Recognition awards - Perks  Recognition events - Logo'd merchandise Symbolic awards (e.g.,  Gift cards/gift certificates =~ Merchandise awards - Individual travel Group incentive trips - Cash
to recognize participants Gatherings or awards to plaques, trophies) These are merchandise or Group travel experiences
such as time off from work, recognize participants other awards used as part used as an award for an
parking spots, free such as recognition of an incentive or incentive or recognition
lunches. ceremonies/meetings or recognition program. program. With these
recognition awards (e.g., Rewards may be a variety programs, incentive travel
Employee of the Month) of products of different is the key award.

values, or experiences Participants may win a
(e.g., event tickets). spot on a group travel

program, or they may be
able to select from am

W Average M Top Performer
Which of the following types of rewards does your organization use to reward and recognize your participant audiences? - Employee Reward & Recognition
60

Base: 369 U.S. businesses with non-cash employee reward & recognition programs



Top Performers Have Higher Proportion

Earning Rewards

Employee

Percent of employees eligible to
earn non-cash rewards

62% 57%
Average Top Performer

Percent of employees eligible to
earn top-performer reward

50% 54%
Average Top Performer

Percent of companies where 100% of
employees can earn

0,
33% 23%

Average Top Performer

Percent of companies where 100% of
employees can earn top-performer reward

20% 18%
Average Top Performer

Base: 369 U.S. businesses with non-cash employee reward & recognition; 252 U.S. businesses with top-performer employee programs

Percent Of Employees Who Actually
Earn Non-cash Rewards

0,
40% 49%
Average Top Performer

Percent of employees who earn top-
performer reward

42%
= -
Average Top Performer
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TRE Top Performers Allocate Higher Proportion

== of Budget to Program Design & Operation

Employee
Division of Budget by Program Component
49% 48%
37%
] . . .
Program Design and Operation (including communications, technology, Rewards (including gift cards, merchandise, and travel)
administration, and measurement)
W Average M Top Performer
What is your best estimate of how your overall reward and recognition budget breaks down for the following aspects of your programs? 62

Base: 369 U.S. businesses using non-cash employee reward & recognition



Top Performers Use Bottom-Up Budgeting

and Allocate Higher % of Wages

Employee
Budgeting for Employee R&R

61%

45% A
- - - -

Budgets are created bottom-up: calculating the appropriate Budgets are created top-down: executives determine the
investment as a percentage of the participant’s income budget based on prior year spending and overall financial

performance

B Average M Top Performer

Percent of Payroll Used to Calculate

Employee R&R Budgets
(0)
2.9% 3.6%
Average Top Performer

Which of the options below best describes your company’s approach to budgeting for your employee reward & recognition programs?
What is the approximate percent of income used to calculate reward and recognition investments for your employees?
Base: 369 U.S. businesses using non-cash employee reward & recognition

B s

It depends on the type of program
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Top Performers Have Higher Average

Annual Rewards Value

Employee
Employee Reward Values
$170
$155 $160
$147 I I
Value of Non-cash Rewards Earned in a Year by Average Employee Value of Top Reward Employee Can Earn
W Average M Top Performer
Using your best approximation, what are the average and top reward values for your employee reward & recognition programs? 64

Base: 369 U.S. businesses using non-cash employee reward & recognition



Top Performers Place Higher Priority on

Program Reach

Employee
Design Philosophy: Reach vs. Exclusivity
A
(0)
56% 51%
0,
36% 31% v
. = =
We structure our programs with the goal of each We structure our programs with the goal of We structure our programs to do both of the above
participant receiving a recognition or reward during the recognizing/rewarding the truly exceptional performers

program

m Average M Top Performer

Which of the options below best describes your company’s approach when designing the rules for your employee reward & recognition programs?
Base: 128 U.S. businesses using non-cash employee reward & recognition 65



Top Performers More Effectively

Leveraging Analytics

Employee
Use of Data in Employee Programs
73% A
54%
45%
25% v
1% 2%
We are fully leveraging the performance data produced  We use some of the performance data but mainly We only use participation and earning reports
by our program — using analysis and insights to guide review participation and earning reports

decisions

B Average M Top Performer

Which of the options below best describes your company’s approach to measurement and analysis for your employee reward & recognition programs?
Base: 128 U.S. businesses using non-cash employee reward & recognition 66



Top Performers Use Corporate

Communications to Support Programs

Employee
Communications Approach to Employee Programs
77%
[0)
58% 63% 60%
40%
. 31%
Programs are discussed in broader company Programs are communicated using multiple media-  Programs are communicated in an ongoing manner -
communications e.g., face-to-face, online, print, etc. consistently throughout the program

B Average M Top Performer

Which of the options below best describes your company’s approach to communications for your employee reward & recognition programs?
Base: 128 U.S. businesses using non-cash employee reward & recognition 67



Top Performers More Likely to Have a

Single Employee R&R Program

Employee

Integration of Employee Programs

65%

A

42% a0 Y

0%

16%
13%
° 10%

8% 7%
-- mmm T

Single program for the entire company  Multiple programs across the company, Multiple programs across the company - Multiple programs across the company,
designed and managed under a common some of which are connected and some designed and managed separately
purpose of which are designed and managed
separately

W Average M Top Performer

Which of the descriptions below best describes your employee reward & recognition programs?
Base: 128 U.S. businesses using non-cash employee reward & recognition 68



Employee

65% A
60% A A 60%A
56% 54%A
4894
0,

28% - 24%

(0]

] i I I
Staffing to support Executive support of Alignment to corporate Budget Participation Manager buy-in
program program goals

W Average M Top Performer



