2012 Top Five Total
Rewards Priorities Survey
Strategic challenges zero in on shortage
of talent and pressures of health care
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2012 Top Five Total Rewards Priorities Survey

Overview
Organizations face a myriad of internal and external challenges that compete for attention,
resources, and time. The Top Five Total Rewards Priorities Survey seeks to uncover the most
critical challenges as we manage in 2012. This year’s survey showed a dramatic shift in focus as
employers pointed to concerns about talent. When asked to identify the most significant challenge
facing their organization over the next three years, employers identified the shortage, motivation and
retention of talent.
Despite the long stretch of high unemployment and slowing of voluntary turnover, companies are still
worried about a talent shortage, especially among highly-skilled employees that drive performance
and fuel growth. Recent findings from Deloitte’s Talent Edge 2020 longitudinal survey series offer
little comfort, revealing that only about one-third of employees at larger companies expect to stay
with their employers once the economy gains traction.
While the talent shortage has taken center stage among the 2012 Top Five Survey respondents,
nearly half of the respondents are individually concerned about their own job security. This concern
may also be a reflection of persistent economic uncertainty that continues to weigh heavily on
employees’ minds. Another primary personal concern is the ability to afford retirement, including
post-retirement health care. There is clearly a good deal of angst about the future in the HR
trenches.
At the same time, there are some daunting organizational challenges that are not going away and
cannot be ignored. When asked to identify the Top Five Total Rewards challenges facing their
organizations today, the cost of health care was at the top of the list for the fourth consecutive year.
Sponsored jointly by Deloitte and the International Society of Certified Employee Benefit Specialists,
the 2012 Top Five survey marks its 18th year as a barometer of strategic challenges facing
organizations. Here’s how the 330 respondents ranked the Top Five priorities for 2012:
1.

The cost of providing health care benefits to active employees

2.

The willingness or ability of employees to pay for benefit plan coverage and to manage their
own reward budget

3.

The ability of reward programs to attract, motivate and retain the talented employees needed to
effectively run the organization

4.

The ability to adjust to and comply with current and future provisions of health care reform
legislation

5.

Clear alignment of Total Rewards strategy with business strategy and brand
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Other key findings in the 2012 survey:
•

An overwhelming majority (85%) of respondents believe benefit costs per employee will rise
over the next five years as a result of health care reform.

•

Over two-thirds (68%) of employers planning a redesign of their Rewards Program expect
to reevaluate their benefits strategy in light of health care reform.

•

The majority of survey respondents (70%) are considering expanded wellness programs to
help manage health care costs.

•

Half of employers are planning to increase employee communication and education around
rewards with 36% focused on providing employees with better tools to plan for retirement
needs.

•

One in five organizations has integrated social media into their Total Rewards
communication campaigns.

•

Outsourcing is gaining high marks on satisfaction, but organizations are still looking for
improvements.
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Talent shortage is the top
challenge
Even with an apparent surplus of job seekers
In a striking shift from last year, the 2012 Top Five Survey reveals that concerns about a shortage of
qualified talent has emerged as the most significant challenge facing organizations over the next
three years. A quarter of respondents pointed to the shortage, motivation and retention of qualified
talent, which is up from 16% last year. This result also moved talent from third in 2011 to the top
spot among the most significant challenges. This upward swing from a year ago comes at a time
when unemployment remains near historical highs.
This may suggest that HR professionals believe today’s surplus of job seekers has not translated to
a talent surplus. Rather, employers are facing heightened competition for highly skilled talent that is
not necessarily present in the large pool of unemployed.
These findings are consistent with those highlighted in Deloitte’s new survey series Talent Edge
2020, which states: “The talent paradox is already creating key shortages. High unemployment
rates have not created the talent surplus as predicted. On the contrary, many executives predict
talent shortages across key business units.” Thinking in terms of supply and demand, it appears that
the large supply of talent upon which organizations can draw does not – for the most part -- possess
the skills and expertise in demand at those organizations.
Exhibit 1: Which of these do you see as the most significant challenge facing your organization in
the next three years?
Shortage, motivation, and retention of
qualified talent

25%

16%
21%
22%

Rising cost of Total Rewards
18%
19%

Health care reform complexity

Uncertain economic conditions
Total Rewards administration
that meets or exceeds expectations

10%

6%
7%

13%
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This point is further reinforced by the study of manufacturing organizations conducted by Deloitte
and The Manufacturing Institute. The 2011 report, Boiling Point? The Skills Gap in U.S.
Manufacturing, indicates that the jobs most difficult to fill are those with the biggest impact on
performance ‒ skilled production, engineering technologists, and scientists. At the same time, high
unemployment is not making it easier to fill positions, particularly in these high-skilled workforce
segments.
The 2012 Top Five survey respondents represent a diverse cross-section of the U.S.-based
employer population by industry and size, and the survey results show that smaller organizations
(1,000 employees or less) are the most concerned about the shortage of talent, followed by those
with 1,000 to 5,000 employees. From an industry perspective, this concern is highest among
insurance and professional services firms.
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Taking it personally
Worried about job security and retirement affordability
While the talent shortage is top-of-mind among HR professionals, at the personal level, 45% are
worried about their own job security. Being constantly attuned to the shifting forces within the jobs
and talent marketplace could lead to a higher level of anxiety about one’s own position. While job
security is clearly a major personal challenge, it ranks behind two other pocketbook issues in this
year’s survey.
When asked to identify the top three personal challenges, findings show respondents continue to be
concerned about their ability to afford retirement and post-retirement health care, selected by 83% of
respondents. According to the U.S. Department of Health and Human Services, the cost of health
care for a person over age 65 is, on average, 3.3 times higher than the cost of health care for a
working-age person, and these costs are expected to grow. The number two challenge, selected by
48% of respondents, is “the ability to earn additional rewards that allow me to stay on top of inflation
and advance in real economic terms."
Exhibit 2: Rank the top three challenges that are most important to you personally from your
perspective as an employee or individual.
83%

My ability to afford retirement, including
post-retirement health care

75%
48%
45%

My ability to earn additional rewards

45%

The future of my employment security

51%
45%

The investment performance of my 401(k)

35%
29%

My cost of current health care benefits

34%

Uncertainty about my employer’s commitment
to maintaining current reward programs

22%
25%

My increasing responsibility to manage my own
reward budget

12%
14%

My ability to understand and make effective
investment decisions for my 401(k) plan

12%
15%
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When comparing responses while wearing the “employer hat” vs. the “employee hat,” some
interesting contrasts arise. At the personal level, health care costs rank fifth, while it’s the number
one employer Total Rewards challenge. Financial concerns – affording retirement, inflation, job
security, and investment performance – dominate personal challenges. In contrast, employers are
focused on more strategic concerns around talent, health care reform, and rewards program
strategy and alignment.

Employer priorities
• The cost of providing health care benefits to active
employees

Employee challenges
•

My ability to afford retirement, including postretirement health care

• The willingness or ability of employees to pay for
benefit plan coverage & to manage their own reward
budget

•

My ability to earn additional rewards

• The ability of our reward programs to attract,
motivate, and retain talented employees

•

The future of my employment security

•

The investment performance of my 401(k) or other
employer sponsored savings/profit sharing plan

•

My cost of current health care benefits

• The ability to adjust to and comply with current and
future provisions of health care reform legislation
• Clear alignment of our Total Rewards strategy with
our business strategy and brand

With personal challenges in mind, the survey asked respondents about personal action steps
planned over the next one to three years. Maximizing health status for today – in an effort to reduce
future health care expenses in retirement – ranks highest among personal actions with 58%
indicating they will actively participate in wellness and disease management programs. This finding
aligns with organizations’ willingness to invest in wellness programs and reflects a growing
awareness that organizations and their employees share responsibility for managing the cost of
health care.
Other action steps are tightly linked to retirement concerns, as 50% are planning to increase their
level of contributions to private savings plans (e.g., stocks, bonds, mutual funds, bank accounts) and
43% are planning to increase the level of contributions to qualified retirement plans, (e.g., 401(k)).
Still, 41% indicated they will delay their planned retirement age – an increase over the 34% that
planned to delay their retirement age in 2011. This result supports employee concerns over their
ability to afford retirement, but it also suggests that organizations may need to adjust their talent
strategies to accommodate this demographic shift.
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Health care still number one
Cost and reform are inescapable forces
Among the wide range of Total Rewards priorities facing an organization, the cost of health care and
the impacts of health care reform legislation are front and center. These issues are ever present in
the media, the political conversation, and the C-suite. While health care costs have dipped below
their historical highs, they are still projected to increase approximately 10 percent in 2012 and
beyond.
In this environment, it is not surprising that for the fourth year in a row, survey respondents ranked
“the cost of providing health care benefits to active employees” as the top Total Rewards challenge
facing their organization today, with 75% of respondents identifying it as a Top Five priority. The cost
of health care negatively impacts the income statement, reducing profits and an organization’s ability
to invest in its business. This drives HR leaders and CFOs to continually seek new strategies aimed
at controlling and flattening the trend.
Further complicating the picture is the uncertainty surrounding the future of health care reform. With
challenges pending in several state courts and a Supreme Court hearing on the Patient Protection
and Affordable Care Act (PPACA) slated for this March, the future of health care reform is still taking
shape. The one significant regulation that was to take effect this spring – the need for employers to
provide Uniform Summary of Benefit Coverage forms on each of its health plans – has been delayed
until September 2012 to allow adequate time to meet the compliance requirements. At the same
time, health benefit exchanges are ramping up for 2014.
Within this cloudy climate, it is clear that PPACA remains a
significant concern and an area of focus for HR leaders
across the nation as reflected in the Top Five Survey in which
“the ability to adjust and comply with current and future
provisions of health care reform” registered at number four
with 34% of respondents identifying it as a Top Five priority.

Exhibit 3: Are you planning to
make changes to your existing
employer sponsored coverage
due to health care reform?

The survey sheds additional light on what organizations are
thinking, projecting and planning. When asked what alternatives
are being considered for employer-sponsored coverage, 48%
seem to be taking a “wait and see” approach, indicating there are
no plans to change existing coverage.
At the same time, of those planning to make changes, 37% are
planning to maintain their grandfathered health plans for as long as
possible in order to remain immune to certain provisions of the law.
Another 17% indicated they will consider dropping employersponsored coverage for full-time employees and pay the penalties,
and 23% are considering reducing hours below the threshold for
part-time employees to avoid mandatory health coverage.

16%
36%

48%

Yes

No

Not Sure
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Exhibit 4: If you are planning to make changes to employer-sponsored coverage due to health care
reform, which options are you considering? (Choose all that apply)
Maintain grandfathered health plans as long as possible

37%

For part-time employees, reduce hours below 30 per week to avoid mandatory health coverage

23%

For Medicare eligible retirees, consider Medicare Coordinator plans

24%

Freeze or reduce benefit levels to avoid the high-cost health plan tax (“the Cadillac tax”)

23%

For actives, consider converting to a defined contribution and encouraging enrollment in an Exchange

17%

For full-time employees, drop employer-sponsored coverage and pay the penalties

17%

For early retirees, consider converting to a defined contribution and encouraging enrollment in an Exchange

17%

Limit employer-sponsored coverage to the minimum permissible under the legislation

17%

Other

3%

The finding that stands out relates to the expected impact of health care reform on the employers’
workforce and business. An overwhelming majority (85%) of respondents believe benefit costs per
employee will rise over the next five years as a result of PPACA. At the same time, limited impact is
seen with respect to competitiveness and overall headcount. This may reflect the view that since all
organizations are experiencing the same changes and impacts, health care reform provisions will
not create any clear competitive advantages or disadvantages.
Exhibit 5: What is the expected impact of health care reform on your workforce and business?
85%

Benefits costs over the next 5 years will:
Our foreign competitiveness will:
Our domestic competitiveness will:
Our proportion of full-time workers will:
Our domestic employee count will:
The number of people offered benefits will:

4%

5%

13%
15%

7%
13%
15%

10%

83%
13%

72%

15%

78%
14%

73%

18%

67%

Rise

Fall

No Impact

These cost-cutting considerations point directly back to the number one priority in this year’s survey
– the cost of providing health care benefits to active employees. This is further reinforced by 58% of
respondents who stated that the primary focus in addressing health care reform over the next three
years will be mostly on controlling total health care costs.
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Exhibit 6: What will be your primary focus in addressing health care reform over the next three
years?
3% 4%

We will focus mostly on controlling our total
health care costs

9%

We will focus mostly on ensuring benefits at
least match what our people already have

15%
57%
12%

We will focus mostly on making our talent
strategies more competitive
We will focus mostly on ensuring we comply
with minimum mandated strandards
We will focus mostly on finding ways to reduce
or eliminate our responsibility to provide health
care coverage

What initiatives will be put in place to help control these costs? Survey results indicate that investing
in wellness strategies to encourage healthy lifestyles within the workforce is high on the list. The
majority of survey respondents (70%) are considering expanding wellness programs to help manage
costs, and 42% want to introduce incentives to participate in fitness, wellness or disease
management.
Exhibit 7: If you are considering health and group benefit plan redesign, please choose all options
you are considering.
2012

2011

Expanded wellness programs to help manage costs

70%

59%

Increase employee cost-sharing for active employee plans

46%

62%

Introduce incentives to participate in fitness, wellness, or disease management initiatives

42%

37%

Add a CDHC plan as an optional plan for our employees

23%

25%

Reduce the number of plan options available to active employees

16%

28%

Replace all of the current health plans with a Consumer-Driven Health Care (CDHC) plan

14%

9%

Reduce the benefit levels for active employees

13%

21%

Increase participant cost-sharing for retiree plans

9%

12%

Provide retiree subsidies in lieu of providing a group retiree medical plan

7%

n/a

Eliminate/freeze participation for retiree plans

6%

9%

Reduce benefit levels for retirees

6%

8%

Increase the use of consumerism for retiree plans

6%

5%

Introduce a lower level of benefits for newly hired employees

4%

4%

Other

15%

2%
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Redesign activity
Focused on employee engagement
To gain a clear understanding of past and planned activities relative to the redesign of overall Total
Rewards Strategy/Programs, the Top Five Survey asked respondents to identify actions that have
been undertaken in the past 12 months or are expected to be undertaken over the next 12 months.
While 29% are not planning any changes, over two-thirds of those that are planning changes (68%)
expect to reevaluate their benefits strategy in light of health care reform. This is not surprising given
that, as noted earlier, health care reform ranked number four on this year’s Top Five priorities list.
However, the slight decrease from 73% in 2011 may represent a slightly improving level of comfort
among employers with health care reform.
Exhibit 8: Please identify actions that your organization has undertaken relative to the redesign of
your overall Total Rewards Strategy/Program within the past 12 months or expects to undertake
over the next 12 months (choose all that apply).
2012

2011

71%

81%

Re-evaluation of benefits strategy in light of health care reform legislation

68%

73%

Definition, mix of components, and/or redesign of overall rewards strategy

45%

44%

Alignment with organization strategy and brand

34%

25%

Differentiation by employee group (workforce segmentation)

12%

18%

Significantly reducing Total Rewards investment

11%

n/a

Differentiation by business unit

10%

13%

Other

6%

n/a

29%

19%

Yes

No, we have not undertaken any redesign of our Total Rewards Strategy/Program

Beyond health care reform, employers are broadly working on their overall rewards strategy and
aligning their rewards programs with organizational strategy. Nearly half of those planning a change
(45%) noted they are focused on “definition, mix of components, and/or redesign of the overall
rewards strategy,” and another 34% are focused on “alignment with organization strategy and
brand”. This links back to number five on the Top Five priority list, “clear alignment of our Total
Rewards strategy with our business strategy and brand.”
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Narrowing the focus to identify specific changes to the overall Total Rewards Strategy/Program
being considered over the next 12 months, respondents indicated the following areas of emphasis:
Exhibit 9: If your organization is planning (or has recently planned) changes to your overall Total
Rewards Strategy/Program, please select all options your organization is considering (or has
considered).
2012

2011

Increasing employee communication and education surrounding our rewards

50%

51%

Re-evaluating vendors and delivery systems

38%

n/a

Redesigning some of our reward programs to better align the interest of employees
and the organization and promote employee engagement

32%

30%

Packaging, branding, and/or communications

31%

34%

Adjusting mix of Total Rewards Program components

22%

25%

Three areas of focus relate directly to employee engagement ‒ improved communications, better
alignment of reward programs, and packaging and branding. Given the significant investment that
rewards represent, organizations face the constant challenge of earning – and measuring – an
appropriate return on that investment either through dollars and cents, or through more intangible
factors such as employee appreciation. This year’s survey results point to an awareness that
increasing the perceived value of benefits and engaging employees in making informed choices as
consumers of benefits may be key steps in securing a meaningful ROI.
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Rewards and media
Seeking the right generational fit
Today’s workplace is demographically unique in that it spans four generations – Generation Y
(under 30); Generation X (30-44); Baby Boomers (45-64); and Veterans (65 and older). For the
fourth straight year, the Top Five Survey included questions designed to get to the heart of
generational considerations as they relate to rewards programs. Most respondents (60%) believe
their leadership recognizes the varying generational needs related to rewards, while just under half
(49%) feel they have the correct Total Rewards strategy in place to recruit and retain the talent they
need. This may point to a need for building a more effective bridge between the recognition of
generational issues and the execution of an effective strategy to address them.
Focusing on rewards customization, we asked employers if their organization would consider “a
menu-driven rewards mix that allows employees from different generations to build a Total Rewards
package to fit their individual needs.” Only 27% of respondents agreed while 41% disagreed (others
were neutral/had no opinion). While potentially difficult to administer, this customizable approach
may find a stronger foothold as employees seek more control and choice related to the rewards
provided by their organization, and employers look for design strategies to help improve their ability
to recruit and retain key talent.
At the same time, social media continues to be a growing force in all aspects of a business’s
communications framework. Social media is used externally in marketing, public relations and
recruiting while internally it is employed in knowledge management for sharing, innovating, reusing,
collaborating and learning. But is social media being integrated in Total Rewards communication
campaigns? The Top Five Survey asked the question and found that two-thirds of respondents
disagreed and just 19% agreed. As Gen Y expectations for immediate access to information
converge with new, useful and deployable applications, look for social media to penetrate the
rewards space to a greater degree.
Exhibit 10: My organization’s leadership team understands the Total Rewards perspectives and
values of the different generations in our workforce.
Disagree

Agree

My organization’s leadership team understands the Total
Rewards perspectives and values of the different
generations in our workforce
My organization would consider a menu-driven rewards
mix that allows employees from different generations to
build a Total Rewards package to fit their individual needs
My organization has the correct Total Rewards strategy in
place to recruit and retain the talent we need in our
workforce
My organization has integrated Internet-based social
media tools into our Total Rewards communication
campaigns
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Other key findings
Rewards emphasis
As organizations anticipate changes to rewards programs, the Top Five Survey asked which
programs would receive more emphasis vs. less emphasis. Given that the cost of providing health
care is the number one priority, it is not surprising to see wellness and disease management
programs at the top of the emphasis chart. Organizations recognize that relatively small investments
in prevention combined with effective management of chronic conditions may significantly reduce
employee risks for high-cost clinical interventions in the future. Other areas of emphasis are shown
in the table below.
Exhibit 11: If you plan to adjust the mix of your Total Rewards Program, please indicate which
programs are anticipated to receive more or less emphasis.

Less emphasis

More emphasis

Wellness and disease management programs

4%

Health programs (e.g., medical, dental, vision)

11%

Retirement programs

50%

19%

Compensation programs
Welfare programs (e.g., life, disability, accident)

71%

39%

15%
35%

37%
14%

Significantly, while employees have rated “my ability to afford to retire” as their top concern, looking
at year-over-year comparisons, employer emphasis on retirement programs has decreased from
70% in 2011 to just 39% in 2012. The decrease in emphasis is even more significant considering
the results of the 2011 Annual 401(k) Benchmarking Survey that revealed only 15% of employers
believe most employees will be financially prepared for retirement.
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Compensation
Compensation is the most visible of all rewards programs, and as such, it is subject to a great deal
of scrutiny. However, based on the Top Five Survey, 2012 will be a relatively quiet year in terms of
change with 40% of respondents indicating “we have not undertaken any redesign of our
Compensation/Equity Program.” For those organizations where actions have been taken, the highlevel areas identified rank as follows:
Exhibit 12: Has your organization taken action relative to the redesign of some/all of your
compensation and equity plans within the past 12 months (or expect to undertake over the next 12
months)? (Choose all that apply)

2012

2011

60%

66%

Compensation Philosophy/Strategy

63%

45%

Variable cash

38%

41%

Base cash

33%

30%

Sales commission plans

27%

29%

Equity

18%

27%

Non-qualified deferred compensation plans

14%

23%

Employee stock purchase plans

3%

8%

40%

34%

Yes

No, we aren’t planning any changes in this area
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Respondents were then asked to take a more granular view regarding options being considered
related to compensation/equity plan redesign, while organizations considering a salary freeze or
reduction dipped to just 11% compared to nearly one-in-four just last year, and 64% four years ago.
The responses showed a decided focus on performance-based and incentive pay.
Exhibit 13: If you are considering (or have recently considered) compensation/equity plan
redesign, please choose all options you are considering (or have considered).

2012

2011

Increase emphasis on performance-based pay

28%

26%

Shift compensation mix toward more incentive pay

26%

24%

Modify merit distribution guidelines to drive more pay to higher performers

25%

26%

Revise base pay structures

21%

19%

Change target competitive positioning vs. market

17%

23%

Change incentive plan targets

16%

21%

Improve performance management tracking and administration

15%

26%

Modify incentive plan formula or eligibility

14%

23%

Implement a salary freeze or reduction

11%

24%

The Top Five Survey asked whether the recent focus on executive compensation impacted design
compensation amounts for executive base pay and bonuses. The answer for 72% of respondents is
a clear, “No, we have no plans to change the structure of executive base pay or bonuses at this
time.” This compares to just 7% who indicated that executive bonus amounts have been reduced. It
remains to be seen if the political climate in 2012 will have any impact on executive base pay and
bonuses in the year ahead.
Exhibit 14: Has the recent focus on executive compensation impacted your company’s design or
compensation amounts for executive base pay and bonuses?
4%

5%

No, we have no plans to change the structure
of executive base pay or bonuses at this time

7%

No, but we are considering changes within the
next six months

12%

Yes, executive bonus amounts have been
reduced
72%

Yes, base pay amounts have been increased
in lieu of bonuses
Other (describe)
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Retirement
The majority (58%) of respondents to the Top Five Survey indicate that their organizations currently
are not planning to redesign their retirement programs. For those that are making changes, the
program components to be redesigned ranked as follows:
Exhibit 15: With regard to redesign of your retirement plans, if you have made changes over the
past 12 months, or expect to make changes over the next 12 months, identify areas where actions
have been taken.
2012

2011

Defined Contribution Savings

73%

74%

Defined Benefit Pension

48%

36%

Defined Contribution Savings

20%

32%

Defined Benefit Pension

10%

17%

Qualified Plans

Non-Qualified Plans

When asked to select specific options under consideration related to retirement plan redesign, the
leading response was “providing employees with better tools to plan for their retirement needs.” This
is consistent with results from the 2011 Annual 401(k) Benchmarking Survey that revealed the top
priority of 401(k) plan sponsors is improving participant readiness for retirement. This is also aligned
with the top personal concern cited by 83% of respondents pointing to their ability to afford
retirement, including post-retirement healthcare. Recognizing that preparation is the key, better tools
along with planning sessions are steps that employers are taking in an attempt to respond to this
concern.
Exhibit 16: If you are considering (or have recently considered) retirement plan redesign, please
choose all options you are considering (or have considered).
2012

2011

Provide employees with better tools to plan for their retirement needs

36%

43%

Offer enhanced pre-retirement planning sessions for employees

17%

32%

Pension plan freeze

12%

23%

Change benefit accruals for new hires

12%

21%

Increase company contributions to DC plan

11%

10%

Consider phased retirement

9%

6%

Reduce company contributions to DC plan

8%

18%

Plan conversion (DB to hybrid – e.g., cash balance)

6%

6%

Reduce future benefit accruals

6%

10%

Plan conversion (DB to DC)

5%

13%
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Health and group benefits
With the cost of providing health care trending higher each year and the uncertainty of how health
care reform will impact future costs, employers continue to seek strategic approaches to help control
and reduce these costs. The Top Five Survey asked respondents to identify areas where actions
have been taken or are planned with respect to the redesign of their organization’s health and group
benefit plans. In all, 82% of employers are planning a redesign of health plans in 2012, identifying
the following areas of focus:
Exhibit 17: Please identify areas where actions have been taken by your organization relative to
the redesign of some/all of your health and group benefit plans within the past 12 months or
expects to undertake over the next 12 months (choose all that apply).
2012

2011

Active employee medical plans

81%

89%

Active employee wellness and/or disease management programs

67%

n/a

Active employee disability

20%

26%

Retiree medical plans

19%

20%

Active employee life insurance

14%

23%

Other active employee health and group benefit plans

9%

27%

Retiree life insurance

5%

5%

Other retiree health and group benefit plans

2%

6%

The focus on employee wellness is second only to redesign of active employee medical plans where
the most levers exist to influence cost. As noted, wellness and disease management programs are
gaining increased attention and momentum. This is due in large part to the recognition that health
and risk are correlated, and that employers own the risk, even if they choose to self-insure their
health care plans. By reducing risk via prevention, early detection and chronic condition
management, employers realize they can impact the health care cost trend.
Wellness may be a longer-term strategy, but it is being adopted by organizations seeking ways to
improve the overall health status of their employee population. Supporting this health management
trend is the improvement seen in wellness and disease management vendors in recent years along
with the fact that these programs tend to be more palatable to employees when compared to
increasing deductibles and/or contributions. Wellness may have become health and group benefit’s
“lever of last resort.”
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This point was further reinforced when respondents were asked to identify specific options under
consideration for redesign, and the survey showed that wellness-related activities took two of the top
three spots. For 2012, the ranking of those actions is:
Exhibit 18: If you are considering (or have recently considered) health and group benefit plan
redesign, please choose all options you are considering (or have considered).
2012

2011

Expand wellness programs to help manage costs

70%

59%

Increase employee cost-sharing for active employee plans

46%

62%

Introduce incentives to participate in fitness, wellness, or disease management initiatives

42%

37%

Add a CDHC plan as an optional plan for our employees

23%

25%

Reduce the number of plan options available to active employees

16%

28%

Replace all of the current health plans with a Consumer-Driven Health Care (CDHC) plan

14%

9%

Reduce the benefit levels for active employees

13%

21%

Increase participant cost-sharing for retiree plans

9%

8%

It is interesting to note that increasing employee cost-sharing dropped from 62% in 2011 to just 46%
in 2012. This could signal a shift in strategic approach wherein organizations may feel the cost
burden on employees has reached a limit and that lever is no longer the most effective option from a
talent attraction and retention perspective.
Seeking alternatives to health care cost management continues to be the challenge, and introducing
a consumer-driven health care (CDHC) plan remains a strategic option for many employers. And
employees are interested as reflected by respondents who – when wearing the “employee hat” –
expressed interest in CDHC plans, with 23% indicating they would elect such a plan if available.
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Other reward programs
In addition to the most common Total Rewards offerings, organizations continue to think about other
rewards programs to engage employees and enhance perception of the overall Total Rewards
package. Often these programs are relatively inexpensive to provide and administer but can be
highly valued by employees. Among the 56% of employers that have initiated/expect to initiate
redesign of “other” reward programs, the following were most frequently identified for redesign:
Exhibit 19: Please identify programs that your organization has initiated relative to the redesign of
some/all of your other current rewards programs within the past 12 months or expects to
undertake over the next 12 months (choose all that apply).
2012

2011

Flexible work arrangements

44%

43%

Learning and development programs

43%

38%

Cash incentives/bonuses

31%

39%

Employee discounts

29%

29%

Mentoring programs

28%

23%

Clubs and other affinity groups

14%

22%

Traditional and alternative career paths

13%

n/a

Mandatory furloughs, sabbaticals, or other scheduled time reductions

11%

16%

Mandatory paid time off

10%

8%

Salary/compensation reductions

6%

n/a

Other

4%

2%

A noteworthy downward trend in “mandatory furloughs” continued this year. In 2010, 32% of
organizations reported considering mandatory furloughs. This dropped sharply in 2011 to 16% and
fell even further in 2012 to 11%. This seems a clear indicator that the more severe measures under
consideration at the height of the financial crisis have subsided.
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Administration
One of the key findings related to administration is that outsourcing is working. The survey shows a
high percentage of employers satisfied or highly satisfied with their outsourced solutions. The
satisfaction levels are strong across a broad range of categories including service timeliness (80%),
service accuracy (79%), data administration and integrity (79%), web content and capabilities for
employees (77%) and client service (77%).
Exhibit 20: Please indicate your satisfaction with any of your Rewards services that are
outsourced in the categories provided below.
Service accuracy

6%

Service timeliness
Call center service
Web content and capabilities

12%

9%

3%

Communication services

8%

Data administration and integrity

7%

Implementation & change management 7%

Service value for fees

4%
6%
Dissatisfied

16%

54%

12%

11%

17%

64%

14%
18%

11%

Service to you as a client

Contract terms

62%

17%

56%

21%

20%

60%

20%

59%

13%

17%
13%

58%
30%

21%
52%

24%

63%

29%

55%

Very Dissatisfied

Neutral

Satisfied

11%
9%
10%
Very Satisfied

At the same time, 25% of respondents are planning to increase their use of outsourcing compared to
just 2% considering a reduction. Surprising on two fronts is that 18% of employers plan to introduce
fees at risk for vendor performance to their outsourcing engagements. This suggests that many
contracts still do not have these provisions, and that employers still feel they are needed despite
general satisfaction with service delivery.
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While outsourcing is gaining high marks on satisfaction, organizations are still looking for
improvements. 43% are planning to renegotiate with existing providers for better terms and 27% are
considering changing providers entirely.
Exhibit 21: Please identify actions that your organization has undertaken relative to the
restructure of the administration of some/all of our reward programs within the past 12 months or
expects to undertake over the next 12 months (choose all that apply).
2012

2011

Increase the use of employee self-service technologies

51%

55%

Renegotiate with existing vendor(s)

43%

n/a

Improve our governance and administrative compliance

37%

40%

Investigate a change in outsourced vendor(s)

27%

31%

Increase the use of outsourced administration providers

25%

32%

Introduce strategies to place vendor fees at risk

18%

18%

Improve processes for vendor management

14%

14%

Centralize internal administration into a shared service model

12%

13%

Undertake comprehensive transformation of HR delivery model

12%

13%

Consolidate the number of outsourced administration providers

11%

14%

Reduce the use of outsourced administration providers

2%

4%

Other

1%

1%

None of the above

17%

n/a

Across all sourcing strategies, two key areas of focus for employers are offering more employee
self-service and decision support (51%) and improving governance and administrative compliance
(37%). These two priorities directly reflect employer concerns with cost and regulation in rewards
service delivery.
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The rewards service delivery model varies by organization with models including co-sourced,
insourced – decentralized insourced – shared service, and outsourced. A closer look at outsourcing
finds that 54% of employers in the survey outsource their defined contribution administration, 26%
health and group benefits, and 35% defined benefit.
Exhibit 21: Identify your organization’s benefits service delivery model.

Co-Sourced

Insourced
Decentralized

Insourced
Shared Service

Outsourced

Health & group benefits

37%

12%

25%

26%

Defined benefit

27%

12%

25%

35%

Defined contribution

30%

5%

11%

54%

Leave of absence

14%

36%

40%

10%

Compensation

4%

38%

57%

2%
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Top Five Survey methodology and
demographics
In its 18th year, the 2012 Top Five Total Rewards Priorities Survey has been conducted annually
since 1994. The survey is jointly sponsored by Deloitte and the International Society of Certified
Employee Benefit Specialists (ISCEBS). The survey is developed and conducted by Deloitte Human
Capital professionals, in collaboration with the ISCEBS.
Survey respondents were asked to respond as representatives of their employers with the exception
of two questions targeting personal challenges and plans. For purposes of this survey, the phrase
“Total Rewards” is defined as all compensation, benefits, perquisites and any other direct or indirect
payments to employees.
Conducted in December 2011, the survey was completed by 330 participants online. The survey
respondents represent a diverse cross-section of the U.S.-based employer population by industry
and size.
Exhibit 22: Participants by legal structure

Exhibit 23: Participants by number
of employees
4% 2%

4%

9%

14%

6%

54%

28%

8%

46%

25%

Privately held

Publicly traded

Not for profit

Government entity

Less than 1,000 employees/staff
Between 1,000 and 5,000 employees/staff
Between 5,000 and 10,000 employees/staff

Exhibit 24: Participants by asset size

Between 10,000 and 20,000 employees/staff
Between 20,000 and 50,000 employees/staff
Between 50,000 and 100,000 employees/staff

16%

Over 100,000 employees/staff

35%
16%

14%

19%

Less than $100 million
Between $100 and $500 million
Between $500 million and $1 billion
Between $1 and $5 billion
Over $5 billion
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