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Starting with Performance Review 



Performance Management re-engineered

Evaluating performance on a more regular basis with continuous, real-time 
feedback and frequent strength based checks.

Move from measuring the value of an employees’ contribution after the fact to 
future potential.

Change reviews to be more development focused with an emphasis on coaching 
and feedback. 

Look at collecting performance data from multiple sources throughout the year to 
provide balanced performance insights.

Simplify and enable processes with new collaborative technologies to make 
performance management easier. 





Deloitte – 4 critical questions 

1. Given what I know of this person’s performance, and if it were 
my money, I would award this person the highest possible 
compensation increase and bonus (Measures overall 
performance and unique value to the organization on a five-point 
scale from “strongly agree” to “strongly disagree”].

2. Given what I know of this person’s performance, I would always 
want him or her on my team (Measures ability to work well with 
others on the same five-point scale].

3. This person is at risk for low performance (Identifies problems 
that might harm the customer or the team on a yes-or-no basis).

4. This person is ready for promotion today (Measures potential on 
a yes-or-no basis).



What does this mean for performance related pay? 

Many employers working on a single factor performance driver for 
reward outcomes driven by a broken outdated performance process. 



Some survey evidence….

• The 2014 Towers Watsons' Global Workforce Study, found that just 39% 
of the workers polled could see a clear link between pay and performance, 
43% think their employer adequately rewards individuals for break-through 
ideas and that only 44% believe that their company does a good job 
explaining its pay programmes.  

• We also know that despite the best intentions of performance related pay 
models, pay differentiation is poor – often resulting in a ‘peanut butter’ 
approach (taking merit increase and variable pay budgets and spreading 
them thinly and evenly across the employee population) which simply 
dilutes the impact of pay budgets.  Aon Hewitt's 2014 Salary Increase 
Survey reveals that 60% of organisations provide some amount of merit 
increase to every level of employee performance, including the poorest 
performers. Only a quarter of employers are creating strong differentiation in 
how they allocate pay.

https://www.towerswatson.com/en-GB/Press/2014/09/compensation-programs-falling-short-at-us-employers-towers-watson-surveys-find
http://aon.mediaroom.com/Aon-Hewitt-Survey-Reveals-Salary-Increases-for-Workers-Across-the-Globe-Expected-to-Remain-Strong-in-2015


Fixed pay developments  

Moving from linking it to backward looking 
performance ratings and instead focus on 
broader considerations – especially skills.  

Greater emphasis on market pay.  

Talent insurance. 



Fixed pay determiners

• Individual Performance

• Multiple sources

• Standard bell curve to high performance 

distribution (20/80 rule)

• Business Criticality (Skills/Relationships)

• Talent Grid Outcomes

• Market Positioning

• Who is most at risk? 



Netflix 

Netflix moved to this 

approach with its ‘Top of 

Market Approach’ based on 

its view that one outstanding 

employee gets more and 

costs less than two adequate 

employees.  



Variable Pay 

Individual Performance

Output from ongoing 

performance assessments 

or check ins

Consideration of skills and 

relationships. (retention 

premium)

Business Outcomes  

More than 1 business measure

Relevant for role and geography

Changes in line with role changes 
(pro-ration)

Discretionary override 



So what have we learned? 

 Performance reviews need to move from purely backward 

looking to include future potential, with a focus on coaching 

and happen more regularly. 

 Pay needs to be more market driven and skills based and 

consider a broader range of factors for both fixed and 

variable pay.  

 Simplify processes with technology. 
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