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Employee Performance Reviews = A Thing Of The Past?

You will have undoub’rab|g read headlines that many orqanizq’rions are movinq away from
rq’rinqs—based emp|ogee performance reviews or forqoinq per’rormance reviews o|toqe’rher.

From a compensa’rion perspec’rive, this beqs the ques’rion: Are we rea||g in a per’rormonce
rq’rinqs-free age, and it so, how are orqanizations rewardinq performonce ’rhrouqh variable pog?

In Apri| ot 2019 Western Compenso’tion & Benetits Consultants CWCBCD surveged Canadian

emp|ogers on their emp|ogee per’rormqnce review process and their annual incentive p|c|ns.

WCBC would like to thank the 97/ orqqnizo’rions that shared their Proctices with us.
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Emp|ogee Performo nce

Review Process

Out of the organizations surveged, 787
have imp|emen’red a tormal review process.
167. ot the organizations had an informal
review process in p|ace, and 67. did not have
an emp|ogee pen‘ormance review process.

\/\/th CIOGS ’rhe emp|ogee performcnce review PFOCGSS inc|uc|e?

Cmu|’tip|e responses G”OWGd)

Documented Performonce objectives or
expectations

Emp|ogee involvement in deve|opmen1 ot
performcnce ob]ecfives/expectictions

Regu|or meefings between emp|ogee and
supervisor/mcnaqer to assess pen‘ormonce over an
extended period ot time

Feedback qcthered from sources other than an
emp|ogee's supervisor/monaqer Ceq. peers. other
co||eogues or clients)

Documented results of the Pen‘ormance review

Other

66%

87%

62%

35%

82%

15%
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How often are emp|ogee
performonce review mee’rings conducted?

Ot those orqonizo’rions with pen‘ormonce review programs,

carry out reviews qnnuc”g and at the same time for all

of the orqonizo’rions conduct reviews onnua”g
ot

emp|ogees, while
with the ’riminq based on each emp|ogee's onniversorLj date.
orqonizo’rions carry out reviews on a semi—annual basis, and
ot the orqonizo’rions conduct

conduct quor’rerhj.
review mee’rinqs at other intervals.

Western Compensc’rion & Benetits Consultants




Results of emp|ogee performcnce reviews are used to determine:
Cmu|’rip|e responses allowed)

qunitude of base pay increases
Mcgnitude ot annual incentive awards

Traininq & deve|opmen1 needs
Promotion

Share equihj awards

None of the above

Emp|oger's opinion on ettectiveness of emp|ogee performonce reviews at:

4%
|ncrec|sinq emp|ogee performonce o 28%
0
LETAA

63%

Providing usetul feedback to emp|ogees

Moﬁvq’rinq em p|otjee performo nce

Rewordinq Top talent

Deve|opinq em PlOLJeeS

|den1i+ginq poor Performers

Linkinq the orgcnizcﬁon's s’rrcteqic
ob]ectives to pen‘ormonce

[ | Verg Ettective M Effective M |netfective " Not Effective at all B Not app|icab|e/No experience
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Performonce review PFOCGSS was chonged:

56%

24%

17%

3%

Within the last 12 More than | year ago More than S years ago Unsure

months to S years ago

Future Chqnges to the Performance Review Process:

537 of the orqcmiza’rions with a (ormal/informal) review process are P|onninq
to make chonqes to their performonce review processes in the next |2-24 months.
237 of orqonizo’rions are not p|cmninq on mokinq chonqes, and 247 are unsure.

247

unsure\ 537
chqnges |o|anned in the
next 12-24 months
25/
S changes plqnned Western Compensotion & Benetits Consultants




A maijority (877 ot those respondents with an employee performance review process (formal or

informal) had documented pen‘ormonce objectives and expectations deve|opec| with the involvement
of employees.

From the sentiments shared bg these emp|ogers reqordinq desired chonqes to performqnce review
prqc’rices and annual incentives some common themes emerqed:

e The |inque between orqonizations' strategic objectives and emp|ogees' responsiloih’ries and
cleve|opmen’r qoo|s is often unclear.

' Deve|opinq the oppropriq’te metrics to measure success remains a cha”enqe for emp|ogers.

J Emp|ogers would like to increase the frequencg and im‘ormc|i’rg of performqnce discussions
’rhrouqhout the year. movinq away from the formal annual review.

° Monagers/supervisors could benetit from additional resources and ’rrcininq to ensure consis’rencg
and fairness in performonce manqgement which would, in turn, increase bug—in trom emp|ogees.

O Emp|ogees and managers would like the qbi|i’rg to set performonce qoo|s rather than bosinq
qoo|s on pre—defined position descrip’rions which may not qccuro’tehj retlect job situations.

® The administration of the pen‘ormonce review process should be simp|ifiec|. Emp|ogers teel their
processes have too many forms. cumbersome questionnaires and comp|ex documentation.

* The use of ’techno|oqg to manage the administration of the process continues to grow. inc|uc|inq
the use social media.

° Emp|ogers would like to see a move trom fixed annual reviews to an ongoinq teedback/check=in
s’rg|e.

OAdding compe’rencg measurements to performonce review proc’rices is beinq considered bLJ

emp|ogers.




Annual Incentive Plans

Ot those orqonizo’rions surveged. 697/ had pen‘ormonce—bosed,
discretionortj and/or profi’r—sharing annual cash incentive p|cms.

LIV
no annual
incentive P|ans 697/

have annual
incentive p|cms

Western Compensqtion & Benetits Consultants



thpes ot annual incentive p|c1ns ottered:
(mu|’rip|e responses allowed)

54%
51%

40% 39%
37% 37%

33%
22%
21% 21%
18%
I 15%

Pertormance-based Discre’rionqrg Profi’r—shorinq

[ | Monoqemen’r/SupervisorLj B Professional & Technical

Clerical/Administrative | Hour|g

The fo||owinq tables refer to orqanizq’rions with performance—basecl p|ons

Annual incentive awards are based on:
Cmu|’ri|o|e responses allowed)

92%
86% 85%
o)
82% 81% 81% o
78%
47%
43%
35% 33%
I 29%
Orqqnizc’rioncﬂ results Group/Divisioncd results Individual results
| Monoqement/SupervisorLj B Protessional & Technical

Clerical/Administrative ® Hourly

Western Compensq’rion & Benetits Consultants



It the award is based either +u||g or por’ria”g on orqanizo’riono|
and/or qroup/divisionc1| pen‘ormcnce, performonce measures used
to de’rerminq the annual incentive Pcujou’r are:

Cmu|’r|p|e responses G”OWGd)
86%

86% 85%
78% 79%
69% 70%
62%
o
12% 15%

8°/o 7%

|

Bcsed on individual

erformance on|g

u MonoqemenT/SuPervisorLj B Professional & Technical

Financial Opera’tioncﬂ

Clerical/Administrative ] Hourhj

Method used to determine the amount of the annual incentive:

Cmu|’rip|e responses G”OWG‘d)
86%

72%

I I

Formu|c|

44%% 41 0/0
33%

7%

Guidelines

] Manaqemen’r/Supervisorg B Professional & Technical

Clerical/Administrative || Hour|g

707. of orqonizotions with a
erformance—based annual cash incentive
lan have a detined target and/or maximum

award stated as a percentoge of salaries tor
at least one of their emp|ogee groups.

Western Compensa’rion & Benetits Consultants



v

Percent of orqaniza’rions that have a formal defined ’rarqe’r and/or maximum award
stated as percen’raqe of base sa|arg

79%
64%

64%
50% 54%
43%
29%
18% I

Tarqet Maximum

| Monoqement/Supervisorg B Professional & Technical

Clerical/Administrative [ | Hour|g

Averaqe Tarqe’r/Moximum Award as a Percen’r O'[' BCISG SO'GFH

Torqe’r Maximum
Manoqemen’r/Supervisorg 22% 31%
Protessional & Technical 99 159%
Clerical/ Administrative 6% 9%

HOUI"LJ 6% 7%

Western Compen



Annual incentive p|onCs) were chqnqed:

13%

Within the last 12 months More than | year ago to More than 5 years ago Unsure
S years ago

Future Chonqes to Annual Incentive Plans

31% of orqonizqtions with annual incentive p|cms are ex—

pec’rinq to mqkinq chonqes to their annual incentive p|ons in

the next 12-24 months. 39%0 are not p|anninq on mokinq

chqnges to their annual incentive p|ons within the next 12-24
months. 30%0 are unsure.

30%
unsure 31%

chcnges p|annec|

39%

no chonqes P|onned

Western Compensa’rion & Benetits Consultants




Emp|ogersv opinions ot their annual incentive p|cns:

Emp|ogees see annual incentive pay as an entitlement 54%

9%

40%
39%

Overall. annual incentive pay is well a|iqned with actual

performance 9%
11%

|

1%

0,

The incentive P|cn is simp|e to administer 31%

15%

9%
3%
27%
40%

Emp|0l:|ees understand the link between performc:nce 16%
and annual incentive pay

[ | Aqree B Somewhat Aqree Somewhat Disoqree [ | Disoqree m Unable to answer

Western Compenso’rion & Benetits Consultants



There is no ‘one—size—tits—all annual incentive p|on. Por’ricipcn’rs mos’t|LJ consider their annua

incentive p|ons as beinq well q|igned with actual pen‘ormance.

The +o||owinq are the most common chqnqes to annual incentive p|ans that pcr’ricipan’ts repor’red
fheLJ would like to see in their orqcnizo’rions:

. Movinq trom discre’tionorg or pro’ri’r—shqrinq incentive p|cns to performqnce—based incentive
p|qns for mcnoqemen’r and executives.

. Simphfginq the clesiqn of performance—bosed incentive p|qns SO emp|ogees better
understand the correlation between their performance and bonus awards.

. Adding collaboration qoa|s for cross—tunctional teams to the performonce—based incentive

p|an.

. |ncreasinq base salaries and bosinq annual incentives on|g on corporc’re performance
measures.

U] |nc|udinq non—financial performance measures as a basis for annual incentive awards.

. \/\/eiqh’rinq corporo’re performonce measures based on the function an emp|ogee holds.

Por’ricipon'rs, bg sector Number of emp|ogees in Canada

)

89
11% 4%
26% 5%
= Privately-owned m 25 or less
52% = 26 to 100

- Pub|ic|Lj—1raded on

stock exchcnqe

= [0l to 500
Public sector 501 to 1000
12% 309
= Not-for-profit ° =100l to 5000

42% = More than 5000

10%




qu’ricipon’rs. bg industrg

Mining. Quarrying and Oil & Gas Extraction M 3%
Manutacturing NG 7%
Wholesale/Retail Trade I 5%
Transportation & Warehousing I 8%
Finance & Insurance IS 15%
Associations & Regulatory Bodies s 10%
Protessional/Scientitic/ Tech. Services I 4%,
Educational Services I 6%
Health Care & Social Assistance Il 3%
Public Administration I 32/,

Other NG 11%

WCBC Western Compensation
& Benefits Consultants

WCBC he|ps Canadian emp|otjers pay emp|ot:|ees Contact Linda Reid

opproprio‘re|g bl:] providinq customized solutions, market— Western Compensqtion & Benetits Consultants

based research and pro’ressioncﬂ advice. Contact us to Suite 502 595 Howe Street

|ec1rn hOW we can he|p leU Gchieve HOUF compensaﬂon \/cmcouver. BC \/6C2T5
goals. 604-683-9155 wcbc@wcbc.ca

TO receive news, research u,oc/afes ODGI /oromoﬁons reqarc/ing \/\/CBC IOI'OdUCfS subscribe at: chc.calsubscfibe




