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Staying Power - How to retain key employees when selling your business

Nothing can turn a sweet business sale deal sour faster than a key employee leaving the
company before the transaction is final. This kind of loss can reduce a company’s selling price,
hinder integration plans, turn a star executive into a formidable competitor and even shut down a
deal altogether. But bonus plans and other incentives can motivate key employees to stay and
help reduce the odds of this common mishap happening.

An Offer they can't refuse
Companies are increasingly using bonus plans to retain vital staff through transitions and help
motivate continued productivity after a merger. Common bonuses include:

Retention. The “stay” bonuses typically are offered by the selling company to retain
experienced and knowledgable staff during the integration process. They usually are provided to
executives but can also be used to retain other key employees, such as top salespeople or key
product developers, who add value to an M&A deal.
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Management by objectives (MBO).

MBO bonuses are offered by employers to enable the successful completion of internal projects
that might otherwise be neglected or overlooked as staff focuses on merger integration.
Employees might receive a list of specific tasks, deliverables, due dates and dollar value for
completing each assignment based on the company’s priorities. These bonuses are built into
employees’ overall compensation plans, with dollar value buckets from which quarterly project
assignments are made.

Assigned tasks should be able to be completed by the employee with minimal help from co-
workers. Otherwise it may be difficult to determine how much of the task was completed to
determine how much of the task was completed by the employee assigned — which could lead to
disagreements, even a lawsuit.

Gain-sharing.
Companies wanting to jumpstart synergies following a merger might consider this bonus program
in which individual employees or teams are rewarded for determining and implementing cost-



savings plans. Gain-sharing bonuses can include profit-sharing and restricted stock plans — all of
which tie compensation to the company’s growth and profits.

Committing to the future.

Before you offer an employee a retention bonus, be sure to thoroughly assess the individual’s
performance and productivity to ensure he or she is worth the financial commitment and really is
essential to the successful execution of your M&A deal. Also make sure that the employee is
invested in the future of the company and willing to stay on board.

Paying bonuses in installments gives employees an incentive to remain as long as you need
them. But you also may want to consider asking employees to sign agreements that bind them to
your company for a specified time period. Clarifying their roles and performance expectations and
ensuring that changes in compensation policies and processes, bonus arrangements, benefits and
share schemes don't affect them adversely will also help you retain key staff.

Not all employees receive retention bonuses, but it's still important to reassure rank-and-file
workers that they’re part of the team and crumal to the future success of the new organization.
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