
A monthly update focusing on Retirement and Executive Viewpoints

Plan Trends
Volume 57, Number 7

BENEFIT

Also In This Issue
• Employers Embrace  

New Strategies For 
Lowering Health  
Care Costs

• Executives Express  
Concerns About Talent 
Management Strategies

• Low-Income Workers 
Face Greatest Risk Of  
Retirement Shortfalls 

Sign-On And Other Bonus Programs  
Expand At Many Companies

As the labor market has tightened 
over the past two years, growing 
numbers of  employers are offering 
recruitment and retention bonuses, 
with sign-on bonuses becoming 
increasingly widespread, according 
to the results of  a survey conducted 
by the human resources association 
WorldatWork (June 2014). 

The survey of  713 compensation 
professionals found that sign-on, spot, 
referral, and retention bonuses have 
halted their downward slide observed 
since the start of  the recession in 2009. 
Researchers pointed out that sign-on 
and retention bonuses in particular 
are being used at significantly higher 
rates now than they were in previous 
survey years over the past decade. 

Specifically, the findings showed 
that 74% of  the employers surveyed 
offer sign-on bonus programs, up 

from 54% in both 2005 and 2010; 
60% offer spot bonus programs, up 
from 47% in 2005 and 43% in 2010; 
and 51% offer retention bonus  

programs, up from 26% in 2005 and 
25% in 2010. Meanwhile, the share of  
respondents who reported offering 
referral bonuses was found to have 
risen less dramatically, to 63% in 2014 
from 56% in 2005 and 60% in 2010.

The results further indicated that 
employers now offer an average of  
three bonus programs, up from an 
average of  two programs in 2010. The 
2014 survey showed that 29% of  
respondents are using all four types of  
bonus programs, up from 20% in 2010; 
and that just 9% currently do not have 
any bonus programs in place. Most 
of  the employee groups working for 
employers who offer bonuses were 
found to be eligible to receive one 
or more bonus type, with executives 
being the most likely and clerical 
employees the least likely to qualify 
for bonuses in general. 
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“The uptick in 
sign-on and  

retention bonus 
programs may 

indicate that the 
war for key talent 
could be heating 

up as the  
economy  

improves.”

For spot bonuses, the survey showed 
that these bonuses are more likely to be 
used by employers to recognize special 
contributions made by rank-and-file staff  
members than by high-level employees: of  
the employers that have a spot bonus pro-
gram, 47% offer spot bonuses to execu-
tives, while 98% offer spot bonuses to IT, 
technical, and clerical staff. The survey 
indicated that spot bonuses are most 
commonly given for special recognition 
(90%), “going above and beyond” (85%), 
and project completion (72%). Regard-
less of  the employee’s position, most spot 
bonus amounts were found to be between 
$2,500 and $5,000. 

According to the survey, executive-
level employees tend to receive the largest 
sign-on bonuses, with 26% of  organiza- 
tions paying between $10,000 and $24,999, 
21% paying between $25,000 and $49,999, 
and 41% paying more than $50,000. The 
findings also indicated that sign-on bo-
nuses for supervisors, professionals, sales, 
and IT employees are most often between 
$5,000 and $9,999, while sign-on bonuses 
for technical and clerical employees are 
generally between $1,000 and $4,999. 

For referring candidates, the most 
common bonus amounts at all position 
levels, except for clerical, were found to be 
between $1,000 and $2,499. For clerical po-
sitions, the most common referral bonus 
amount ranges were shown to be $500 to 
$999 (33%) and $1,000 to $2,499 (34%). 

Regarding retention bonuses, the survey 
found that 73% of  employers base the 
decision about whether to award an em-
ployee a retention bonus on management 
discretion. Of  the methods used to cal-
culate the bonus amount, the approaches 
most frequently cited by respondents 
included a flat dollar amount, a percentage 
of  base salary, and a combination of  the 
two. At the surveyed companies with 
retention bonus plans, the vast majority 
(92%) of  executives, but only around 
three-quarters (78%) of  technical staff  
and half  (49%) of  clerical employees, are 
eligible for retention bonuses.

“The uptick in sign-on and retention 
bonus programs may indicate that the 

war for key talent could be heating up 
as the economy improves, leading to an 
increased focus on attracting and retain-
ing key talent,” said WorldatWork Total 
Rewards Practice Leader Rose M. Stanley. 

Employers Embrace 
New Strategies For 
Lowering Health  
Care Costs

While shifting costs to workers remains 
the most prevalent strategy used by em- 
ployers to manage the expenses associated 
with sponsoring a health care plan, employ- 
ers are becoming increasingly interested 
in changing their plan design and adopt-
ing new strategies for reducing costs and 
improving the health of  their employee 
populations, according to the results of  a 
survey by human resources consultancy 
Aon Hewitt described in a June 2014 
press release, but not yet published.

In the survey of  more than 1,230 em- 
ployers (with a total of  more than 10 million 
employees), around half  (52%) reported 
that their current health strategy is fo-
cused on traditional trend mitigation ap-
proaches, such as employee cost shifting. 
However, only around one-fifth (21%) 
of  respondents said this would be their 
preferred approach in three to five years.

Researchers noted that many employers 
are considering new strategies for control-
ling costs, including making adjustments 
to their plans that will encourage or require 
participants to take certain actions. The 
findings indicated that within the next 
three to five years, more than 60% of  res- 
pondents plan to “gate” employees to richer 
designs, up from around 20% who do so 
currently. These gating strategies require 
employees to complete a “task” in order 
to access richer design options. For ex-
ample, employers may offer a basic high-
deductible plan to their entire workforce, 
but make a richer PPO option available to 
those employees who complete a health 
risk questionnaire or biometric screening.
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“Employers will 
need to adopt 

multiple  
strategies to  
improve the 

foundation of 
how benefits  
are delivered,  

including  
funding, design, 

clinical, and 
provider system 

changes.”

In addition, more than two-thirds 
(68%) of  the employers surveyed said 
they plan to adopt reference-based pricing 
in the next three to five years, up from 
10% who do so currently. This approach 
involves setting a pricing cap on benefits 
for certain medical services for which 
wide cost variation exists, with no dis-
cernible differentiation in quality.

Significant shares of  the employers 
surveyed reported that they are also con- 
sidering implementing a number of  other 
strategies for mitigating health costs in the 
next three to five years, including offering 
cost transparency tools (92%); reducing 
subsidies for dependents (72%); using 
unitized pricing, in which employees pay 
per person covered and not for either an 
individual or a family plan (52%); offering 
only a high-deductible health plan (42%); 
and offering employees tools to guide 
decisions in plan selection and use (24%).

“Despite the long-term promises of  
innovative strategies, employers are still 
gravitating toward existing cost control 
tactics because they can see immediate 
benefits,” said Jim Winkler, chief  innova-
tion officer of  health and benefits at Aon 
Hewitt. “However, these traditional cost-
sharing approaches will not be as effective 
in the future, and employers will need to 
adopt multiple strategies to improve the 
foundation of  how benefits are delivered, 
including funding, design, clinical, and 
provider system changes.”

Executives Express 
Concerns About 
Talent Management 
Strategies

Significant shares of  global executives 
are worried about whether their company 
has the talent it needs to succeed in a 
rapidly evolving global marketplace, and 
whether their organization is in a good 
position to promote the talent it currently 
has, a survey conducted by executive 
search firm Korn Ferry has revealed.

The survey, which was conducted in 
March of  2014 and published in June 2014, 
covered more than 100 senior-level ex-
ecutives from 49 countries. When asked 
if  they believe their organization has the 
right talent in place currently, only 39% 
of  the executives surveyed said they are 
fully or mostly confident that their orga-
nization has the talent it needs to succeed 
in today’s changing global environment, 
and less than half  (46%) said they are 
fully or mostly confident that the people 
in their company have the mindset re-
quired for global expansion. The results 
further showed that 30% of  respondents 
do not feel their organization is at all 
ready to promote its talent, although 70% 
of  executives said they believe that their 
company is at least somewhat ready. 

When asked to identify the major bar-
riers and “derailers” that interfere with 
their talent management efforts, the top 
factors cited by respondents were leader-
ship ownership, or buy-in to the impor-
tance of  a global talent management 
approach (28%), followed by organiza-
tional structure (20%), cultural factors 
(20%), and talent issues, such as a lack of  
people with the right competencies, levels 
of  experience, and dispositions needed 
to manage talent effectively. By contrast, 
just 12% of  respondents cited a lack of  
budget or funding.

The competencies the executives 
surveyed rated as being most critical to 
the success of  their global organization 
were the ability to collaborate (17%) and 
to develop talent (17%), followed by the 
ability to drive engagement (15%), to 
attract top talent (14%), to communicate 
effectively (12%), and to take a global 
perspective (11%). 

Andrés Tapia, senior partner, leader-
ship and talent consulting, at Korn Ferry, 
observed that global succession manage-
ment, or the practice of  identifying up 
to the third generation of  successors for 
a particular role, requires companies to 
promote and develop people not only 
based on what they do, but who they 
are. “When companies evaluate the full 
person, they will achieve greater success,” 
Tapia observed. 



The only  
quartile in 
which more  
than 50% of 
households  

eventually run 
short of money  
is the lowest. 
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Low-Income Workers 
Face Greatest Risk 
Of Retirement 
Shortfalls

While all baby boomers and Gen Xers 
run some risk of  outliving their retire-
ment savings, the lowest 20% of  Ameri-
can earners are in far greater danger of  
running short of  funds a decade or more 
into retirement than middle- and higher-
income groups, according to a recently 
published study by the Employee Benefit 
Research Institute (EBRI). 

“ ‘Short’ Falls: Who’s Most Likely 
to Come up Short in Retirement, and 
When?” (June 2014) was written by Jack 
VanDerhei, research director at EBRI. 
The results reported in the study came 
from a multiyear model that took into 
account each household’s longevity risk, 
postretirement investment risk, and 
exposure to long-term nursing home and 
home health care risks. Thus, the final 
results are based on the assumption that 
100% of  the simulated deterministic and 
stochastic expenses are met. Determin-
istic expenses are defined as the average 
expenses likely to be encountered on 
a regular basis, such as those for food, 
housing, and transportation, while sto-
chastic expenses are defined as nursing 
home and home health care costs. 

In a wide range of  scenarios, the 
analysis found that the number of  years 
of  retirement before the households of  
baby boomers (born between 1948 and 
1965) and Gen Xers (born between 1965 
and 1974) are expected to run short of  
money vary tremendously by their prere-
tirement income quartile, the percentage 
of  average deterministic costs paid by the 
household, and whether nursing home 

and home health care expenses are taken 
into account. The findings indicated, 
however, that even when 100% of  the 
average deterministic costs and stochastic 
expenses are included, the only quartile in 
which more than 50% of  households even- 
tually run short of  money is the lowest. 

Assuming a retirement age of  65, and 
with both deterministic and stochastic 
costs taken into account, the analysis 
showed that less than 5% of  households 
in the second to the fourth income quar-
tiles are projected to run short of  money 
in the first year of  retirement, compared 
to 43% of  those in the lowest-income 
quartile. By the 10th year in retirement, 
72% of  households in the lowest-income 
quartile are expected to run short of  
funds, compared with 19% of  house-
holds in the second-income quartile, 7% 
of  those in the third-income quartile, and 
just 2% of  households in the highest-
income quartile. Projections show that by 
the 20th year of  retirement, 81% of  the 
households in the lowest-income quar-
tile will run short of  money, compared 
with 38% of  those in the second-income 
quartile, 19% of  those in the third-
income quartile, and 8% of  those in the 
highest-income quartile. 

The findings also indicated that, even 
when the costs of  nursing home or home 
health care expenses are excluded from 
the model, by the 20th year of  retirement 
69% of  the households in the lowest-
income quartile are projected to run short 
of  money, compared with just 17% of  
those in the second-income quartile, 5% 
of  those in the third-income quartile, and 
1% of  those in the highest-income quartile. 

“As the results across multiple scenar-
ios and assumptions show, those in the 
lowest-income group are the most vul-
nerable—they are by far the most likely 
to run short of  money in retirement, and 
to do so fairly quickly,” VanDerhei said. 
“But the higher income are also at risk.”




