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This week our team focused on how to build incentive plans that will work. In the article, it speaks about the increase of bonuses especially for senior executives and how short-term and bonuses are on the rise. However, there is a growing trend that bonuses should be linked directly to performance from the top of the company to the "guy who sweeps the floor". 
The article analyses why the bonuses may not work out because the purpose of a compensation is to pay an individual for basically showing up to work and doing their job. The concept of a bonus is a reward for someone who goes above and beyond their normal duties. However, since bonuses are linked to an individual's performance, there are few jobs that can be measured directly to one's performance. 
For instance, most sales positions you can measure their performance but sometimes when there are external factors beyond the control of the individual such as new technology or regulations--- how will their performance be measured. 
In addition, most performance reviews are done by the managers so there is a subjective matter to consider.  The manager may view things different from the employee. 
According to the article, these are the step to build an incentive plan that will work: 
1. Make it objective. It doesn’t depend on the executives sole input
2. Make it  transparent. Allow people to know in advance what they will need to do in order to earn a bonus and tell them how much is expected
3. Make it generous. If the company stays on track this year, people will earn close to an extra six weeks’ worth of wages
4. Make it self–funding—that is, the increase in profits is substantially more than the cost of the bonus. This is a game worth playing for both owners and employees.
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This week, our team decided to focus on an article published by the Harvard Business Review with the title of “Reinventing Performance Management”, written by Marcus Buckingham and Ashley Goodall. The article covers information on Deliotte’s new strategy to invent their own ways of managing performance throughout the organization.
Deloitte realized that its system for evaluating the work of all employees- and then training them, promoting them, and paying them accordingly- was increasingly out of step with its objective. Therefore, the company searched for something that would be quick and easy, real-time, and more individualized. Something that mainly focused on fueling performance in the future rather than assessing it in the past. This new system will not include annual reviews or 360 degree-feedback tools.
To bring such idea to the organization, Deloitte developed three pieces of evidence: the first one is a simple count of hours followed by a review of research in the science of ratings, and a carefully controlled study of its own organization. Deloitte discovered that the organization was spending close to two million hours a year on performance management, and that it led to ratings that revealed more about team leaders than about the people they were raring. According to the major study of its own high performing teams, the company learned that three items correlated best with high performance for a team.
In conclusion, with all the evidence discovered based on this research conducted. The company decided to implement the redesign of their performance management system with the hope of improving employees performance through this new technique. By recognizing, seeing and fueling performance, the company has obtained full evidence to support their annual compensation decision.
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