
A
s competition for the most
skilled professionals gets
tighter, keeping employees
happy has never been more

important. Employers make it a priority
for their HR departments to continue
seeking tangible and measureable meth-
ods for retaining their best and bright-
est. At one point, the idea of a Pay-for-
Performance (P4P) model for an entire
company, similar to that used in sales
organisations for management of com-
mission-based pay, seemed like a plausi-
ble, concrete way to meet this chal-
lenge. Incentive compensation has been
used for years to motivate sales profes-
sionals. Yet, initial solutions, like those
implemented in the early 1990s 1, fell
short of desired results. In the last
decade, talent management solutions
have come a long way toward �lling
those initials gaps. The road has now
been opened, clearing the path for P4P
and making it a reality . 

P4P: A Bumpy Start
The idea of a company-wide compen -

sation program is a road that many or -
ganisations have already been on for a
while. By 2005, 75 percent of all U.S.
companies had connected at least part of
an employee's pay directly to perform-
ance measures. 2 When it comes to com-
pensation programs, most people think
of traditional sales incentive models,
where rewards are linked directly to sales
performance in the form of bonuses or
commission. Total compensation man-
agement takes the concept of the sales
incentive program and expands it to the
entire organisation.  Aberdeen Group de-
�nes it as “much broader [than a sales in-
centive program] and involves entire
sta�, awards, rewards—including merit
raises, bonuses, on-the-spot rewards, tu-
ition reimbursement, and stock pro-
grams—that each employee receives.” 3

The goal of total compensation manage-
ment is to directly align employee per-
formance to business objectives, demon-

strating real value to both the business
and to each employee. 

To accomplish this, in the early 1990s
organisations began using Pay-for-Per-
formance as an incentive strategy for mo-
tivating employees to reach certain busi-
ness targets. It became apparent,
however, that something was missing. In-
accurate data and unlinked systems sti-
�ed total compensation management
with high costs. And the bumps encoun-
tered in early P4P implementations were
due to disparate information and activi-
ties—similar to starting a road trip with-
out a map.

On the Road Again in
2008

A Pay-for-Performance strategy is
most successful within the context of an
integrated talent management solution,
which was not entirely possible until re-
cently. T oday, organisations are getting
back on the road due to advances in tal -
ent management technology. W ith link -
ages to development and performance
data, including competency assessments,
goal achievements, key performance in -
dicators (KPIs) and succession plans, or -
ganisations can now realize the full
promise of P4P and create a culture of
meritocracy based on performance. 

Pay-for-Performance only works when
accurate performance data is readily
available at the moment key compensa-
tion decisions are made. Couple accu-
rate data with automated processes, and
now managers have the ability to access
up-to-date performance appraisals and
goal management data within the con-
text of compensation planning. The abil-
ity to immediately produce embedded,
inline reports to model compensation 
allocations makes decision-making easy
and precise.

While an integrated total compensa-
tion management system will improve
sta� performance, job satisfaction and
employee retention, results are depend-
ent on how the program is structured

within the organisation’s culture. Bersin
& Associates recommends that organisa-
tions �rst consider their process when
looking at a talent management solution.
If organisations focus on clearly de�ning
processes, then it will be clear which 
solutions are right for them. 4 Employee 
input also is necessary, as well as visibility
into the organisation’s total compensa-
tion management program.

Destination: Creating a
P4P Culture

The road to real Pay-for-Performance
is smoother today, thanks to integrated
talent management platforms that can
bring vital processes and data together in
one place. The key behind e�ective P4P
is enabling compensation decision-mak-
ing that is informed by accurate and
timely performance data. Your compen-
sation program needs to include open
communication with employees, so they
clearly understand the program ele -
ments and how to achieve performance
goals. Rewards also must be determined
objectively to ensure compensation re -
mains fair . Once you have these compo -
nents in place, your organisation is well
on the road to creating a P ay-for-Per-

formance culture where employees are 
satis�ed—and satis�ed employees lead
to satis�ed customers.

For more information about how to link
performance management and compensa-
tion planning for a real Pay-for-Per-
formance culture, contact Cornerstone
OnDemand at +1 888 365 CSOD or at
www.cornerstoneondemand.com.
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