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Current Workforce Trends

• Culture, engagement and retention top issues for businesses – this is not an HR problem

• Organizations that create a culture defined by meaningful work, deep engagement, 
organizational / role fit, and strong leadership outperform their peers and attract top 
talent

• Employees are not like customers; companies have to consider them as volunteers

• Employees focus on purpose, mission and work-life balance – not just advancement and 
money
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Emerging Trends



Companies Eliminating Ratings and/or Reviews



What We Know

• Only 22% of organizations are considering giving up ratings –
less than that have actually done it

• Most of these organizations are high-tech or professional 
services companies

• These early adopters are just now wrestling with the implications 
on compensation

• Since most organizations are rolling this out over time, 
employee engagement / satisfaction numbers are evolving as 
well



Is Performance Management a Process or is it Content?

Process is a series of actions and 
steps to achieve an end 
purpose.
• Annual
• Compliance-Centric
• Single View (Manager)

Content is both information and 
communication
• Measures
• Goals - Numbers
• Objectives – Statements
• Ratings



Why are Performance Reviews Getting a bad Rap?
Based on Fred Taylor’s science 
of management4

“Performance Ratings Act of 
1950” (Elton Mayo)5

20142011200720042001

32% NONROUTINE MANUAL

PERCENTAGE OF GROWTH

24% NONROUTINE COGNITIVE

-8% ROUTINE COGNITIVE

-10% ROUTINE MANUAL
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Performance Appraisal Process – A Misalignment
People
• Annual Review
• Looking at the past (Rear-view 
Mirror)

• Manager view input

Organizations
• Quarterly review
• Looking at the past and 
providing guidance for future 
(windshield)

• Multi-level input



Performance Appraisal Content – A Misalignment
People
• Based on Job Description
• Ratings based on others
• Based on singular effort
• Win-Lose Proposition

Organizations
• Based on Leadership Strategy
• Rated based on self
• Based on company effort
• Win-Win Proposition



Case Study: Adobe
Before (Summer of 2012)
• Annual Review
• 3 points

• Review accomplishments
• Review contributions
• Get feedback

• 80,000 manager hours (40 
FTEs)

• Voluntary attrition spike after 
every review cycle

• Misaligned to their new 
business model

After (Fall 2012)
• ‘Check in’ process, at least 

once a quarter
• 3 points

• Expectations
• Feedback
• Growth and Development

• Connection to the company 
goals

• Savings of 100,000 managers 
hours (80,000 plus another 
20,000)



Adobe



Case Study: Juniper Networks
Before (Fall of 2011)
• Annual Review

• No feedback
• Forced labeling

• Bottom 5% automatically 
“Needs Improvement”

• Look backward only

• “Appraisal”

After (Fall 2011)
• 95% have their twice-annual 

Conversation Day discussion
• 90% believe Juniper and their 

manager create a fair and 
ethical workplace

• 88% report conversations 
were “helpful” to “very 
helpful”

• 87% colleagues willing to give 
the extra discretionary effort

• 79% believe they can do 
their best work at Juniper



Juniper Networks



Case Study: New York Life
Before (Fall of 2010)
• Questionable accuracy
• Forced distribution ratings
• Lack of manager ownership
• Risk of using inaccurate 

rating to influence other 
talent processes

• Disconnect between talent 
development and 
performance reviews

After (Fall 2011)
• Increased perception of 

fairness
• Increased perception of 

usefulness
• Increased employee 

understanding and clarity of 
the goal-setting process

• Increased understanding of 
how compensation decisions 
were made



New York Life



Case Study: Microsoft
Before (2013)
• Stack ranking moved people 

to compete with each other 
not collaborate

• 2000—2012 – $510B to half 
($234.54B FY’12)

• Reputation of slow response 
and lack of innovation

• Everyone knew that only 2 
people would get a good 
review

After (2013)
• Moved from Reviews to 

”Connect”
• Future view in discussions
• “No curve, No rating”
• Market Cap as of 5/25/16 is 

$422.46B



Microsoft



Compensation Considerations

Merit Increases
• Merit increases are based primarily on the organization’s budget, not 

employee performance
• When merit is frozen, typically frozen across-the-board
• Market-based merit budgets are developed, differentiation based on 

budgetary constraints coupled with performance – often resulting in 
forced rankings

Potential Solutions:
• Eliminate merit increases
• Provide market-based merit increases, i.e., 3% across the entire 

organization/division based on achievement of organizational goals
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Merit Increases Do Not Reward Merit 



Merit Allocation Example



Pay For Performance
Variable Pay 

• Variable pay is the primary tool used to differentiate pay for performance
• Often targets are set based on job/grade level and market-driven
• Performance ratings typically drive differentiation in variable payouts

Potential Solutions:
• Develop compensation ratings based on employee compa-ratio and 

achievement of goals
• Compensation ratings drive payouts
• Allow for payouts at manager discretion annually or quarterly
• Payouts based on regular check-ins to review goal attainment and are 

aligned based on quarterly objectives, goals and deliverables
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Best Practices
• Examine Underlying Assumptions

• Engage Business Leaders

• Communicate Constantly

• Ongoing Feedback

• Equip Employees and Managers for Success

• Consider Regional Differences



Cornerstone Compensation POV
• Shift from Merit to Annual Adjustments

• Use Variable Pay multiple times throughout a year

• Review benchmark data and market intelligence bi-annually

• Share market data and sources with internal stakeholders

• Develop guidelines around compensable factors

• Develop and execute manager and employee training



Summary
• There is a misalignment between how we lead people and lead the 

organization

• Performance Reviews reflect a ‘yesteryear’ view of business today

• There is a trend to adjust, but still in its infancy

• Compensation must reflect these adjustments for it to be effective

• In the absence of facts, anyone’s opinion is valid



Questions?



Thank You



TPM v. APM
Traditional Performance Management Agile Performance Management
Hierarchical Environment Collaborative Environment
Emphasis on appraisal Emphasis on development and forward looking 

performance
Lack of recognition Social recognition
Goals set once at the beginning of the year Changing goals if business priorities shift
Little feedback Regular feedback
Training courses for development More use of coaching and just-in-time learning
Limited scope Crowdsourcing



Common Characteristics in the Field
• Companies no longer stack rank employees. 
• The focus is on divisional or organizational goals rather than individual ones.
• Evaluations largely or solely based on manager discretion
• Merit / Promotions usually determined by a separate process not transparent to the 

employee
• Forward-thinking and development focus rather than “what did you do last year”
• Some types of ‘ratings’ are still used but no overall rating that is plotted on a curve or 

ranked
• Met  / Unmet
• Proficiency ratings for development



Model for Change

{D x V x F} > R
Source: Gary Cokins, Performance Management (2009) 

Dissatisfaction Vison of Better First Practical Steps Resistance


