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Many bank leaders believe they have a good understanding of how committed their key people are to the
bank . . . until one of them leaves. In today’s environment, where a bank’s competitive advantage is, to a
great degree, an outgrowth of a culture of confidence,
every CEO should understand the issues that drive
employees into and out of organizations and how to
unleash their passion and improve their execution.
How do you compensate your people in order to create
long-term performance? In an increasingly commoditized and competitive market, what rewards will motivate key performers to invest their best energies toward
bank success?
In this article, we will explore six principles of character-driven compensation. These principles hold the key
to long-term employee loyalty, and will differentiate
your bank from the competition.

Coming

soon…

M Benefit Solutions – Bank
Strategies’ Legislative Update
on Notice 2010-6: Relief
and Guidance on Corrections
of Certain Failures of a
Nonqualified Deferred
Compensation Plan to Comply
with § 409A.
Notice 2010-6 provides methods for
taxpayers to voluntarily correct many
types of failures to comply with the
document requirements applicable
under § 409A of the Internal
Revenue Code to nonqualified
deferred compensation plans and
thereby avoid or reduce the current
income inclusion and additional
taxes under § 409A.

Principle #1: The “O Factor”
Being truly “others-oriented” in key performer incentives means crafting a compensation package
that reflects a deep understanding of your executives’ immediate and long-term needs. It means creating a future for your top leaders where they know you have thought about their specific goals and
built a package to reflect foresight and personal appreciation. This “O Factor”—being others-oriented—translates into tremendous loyalty at key positions, and ensures you retain your key people no
matter what the competitive market offers.
To do this, you need to know you people well. What motivates them? What interests beyond work
do they share with family and friends? How can you craft a compensation package that reflects their
personal lifestyle and aspirations?
(Continued on next page)
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Principle #6: Effectively Communicating
Employee Value

In his classic book, Swim with the Sharks without being
Eaten Alive, Harvey Mackey shares the anecdote of one
of his salespeople who gained enormous loyalty from
a customer by remembering this key customer’s alma
mater, and giving the customer a gift from that college.
While the financial cost was small, the act of remembering meant a great deal to the customer. In the same way,
how can you build a performance program that reflects
your personal understanding and commitment to your
key performers?

Principle #2: Compatible Fit

with

Every good bank leader recognizes the value of the
people in the organization. It is not enough, however, to
personally recognize this value. The value top performers bring to your organization needs to be shared across
the organization and beyond. It has to be articulated and
celebrated. The best leaders find multiple ways to communicate this value: through personal conversations, in
team meetings, at official recognition ceremonies, even
publicly through newsletters and press releases.

Culture

In addition to being others-oriented, the best compensation package reflects and enhances the culture of your
organization. The ethos of your bank, and the people
who work there, should be a vital underpinning of any
executive compensation package. When a bank does
this right, your key leaders know that not only are they
compensated appropriate to their performance, but they
also know they are compensated in such a way that it
fits your bank.

Attracting and retaining top performers is not only tied
to the compensation and incentive package you jointly
discuss and develop. It is also tied to recognizing and
communicating the value they bring to the team.

“Money can buy a fine dog,
but only love will make
him wag his tail”

Principle #3: Aligned Compensation

Creating character-driven performance among your top
leaders requires you to be others-oriented. It pushes you
to fit incentive programs specifically to your culture. It
means aligning compensation to performance, and it
means that performance criteria are recognized as fair
and based on agreed-to metrics. Hopefully it allows
your top performers to achieve their long-term goals
and aspirations. Lastly, when they perform, you need to
celebrate—to communicate the value they’ve brought to
the bank.

Closely tied to the “O Factor,” the best banks make sure
executive compensation is aligned to individual and
team performance. As a result, there is a sense of fairness that creates loyalty and motivation throughout the
team. When everyone performs, everyone wins.

Principle #4: Measureable Key
Performance Metrics
The fairness principle requires rigorous discipline
around reporting, so that key performance indicators
can be measured. Your key executives need to know exactly what their incentives are tied to, and those criteria
need to be objective and independent of any perceived
prejudice. Objective and measurable performance metrics motivate top performers to do their best and recruit
others to do so as well.

There is an old hunter’s proverb that says, “Money can
buy a fine dog, but only love will make him wag his
tail.” In the same way, character-driven performance
programs bring out the best in your top executives by
responding to who they are as leaders and individuals
while also fulfilling their financial needs.

Principle #5: Wealth Accumulation
Opportunities

Come See Us!
GW Financial will be a sponsor and an
exhibitor at the Annual Convention of the
Massachusetts Bankers Association from
Thursday, May 6 through Sunday, May 9,
2010. This convention will be held in
cooperation with the Rhode Island Bankers
Association at the Marriott Hotel in Newport,
Rhode Island.

Through a variety of investment vehicles that you jointly
discuss and develop as much as possible, characterdriven performance programs offer the opportunity for
your senior leaders and key drivers in your bank to create their own destiny. You work with them on funding
compensation plans that take into account their specific
goals and aspirations. This could include family legacy
planning and charitable intent. The key is being othersoriented: if they achieve their goals for the bank, what
personal goals can the bank enable them to achieve?



GW Financial will also be an exhibitor at the
BankWorld conference in Connecticut on
April 27, 2010.
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About M Benefit Solutions - Bank Strategies
M Benefit Solutions - Bank Strategies, based in Portland, Oregon, is a division of M Benefit Solutions, a Subsidiary
of M Financial Group. Please go to www.mfin.com/DisclosureStatement.htm for further details regarding this
relationship. M Benefit Solutions is a recognized leader in the community bank executive and director benefits
and BOLI marketplace. Through a network of firms located in key markets across the country, M Benefit Solutions
- Bank Strategies helps banks attract, retain, and reward key executives and directors through the design, implementation, and administration of benefit programs that maximize the use of a bank’s financial resources. M Benefit
Solutions - Bank Strategies is the Independent Community Bankers of America’s (“ICBA”) Preferred Service Provider for executive and director benefits and BOLI. For more information, please visit www.mben.com/bank.

This information incorporated into this presentation has been taken from sources, which we believe to be
reliable, but there is no guarantee as to its accuracy.
This material is intended for informational purposes only and should not be construed as legal or tax advice
and is not intended to replace the advice of a qualified attorney, tax advisor or plan provider. Please consult
with your attorney or tax advisor as applicable.
Pursuant to IRS Circular 230, M Benefit Solutions notifies you as follows: The information contained in this
document is not intended to and cannot be used by anyone to avoid IRS penalties.
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