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Performance Management —
Who Needs It, Anyway?
Cue the shaking of heads, the rolling of eyes and the murmurs of “not again” heard up and
down the office corridors. The scene is familiar to anyone who’s participated in the annual
performance review ritual. How could an event that’s so ingrained in organizational culture
have become something of such overwhelming dread shared by so many involved in the
process? Simple. By treating performance management as an annual event and emphasizing
form over function and process over performance acceleration. Too often, the emphasis
and energy involved are directed at compliance rather than at creating lasting value for the
organization and its people.

Envision the Performance Possibilities
Performance management deserves a different perspective — one that’s created from a vision
of potential and possibilities. How will the organization advance its position in the market by
nurturing its talent? What is the potential of each employee, and how far might they grow and
develop within the enterprise?
Today, a well-designed performance management process serves as the core of the
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organization’s broader talent management strategy. It’s no longer enough to think of
performance management as a single event-driven exercise, such as the annual performance
appraisal. When performance management is visibly championed by top executives and
supported on a continuous basis by leaders throughout the organization, the process can
deliver superior business results and higher employee engagement. For example, organizations
in which employees revise or review their goals quarterly or more frequently are 45 percent
more likely to have above-average financial performance. 1
An effective employee performance management strategy sets the stage for a high-
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performance culture by establishing the way people will be managed. 2 Employee performance
management should be thought of as a set of management practices that:
s Establish measurable goals and objectives for employees
s Assess achievement and attainment of such objectives
s Apply this information to improve performance through coaching, compensation,
development and other means 3
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Reverse engineering the performance management process can give you a different
perspective. Envision the experiences and tangible results you intend to create for your
employees and your organization, then create the underlying framework for feedback,
coaching and goal setting that will help you achieve those results. When performance
management activities are woven into the ongoing rhythm of business operations, your
organization creates a culture of performance, eliminating the dread associated with
performance management of the past and helping your organization and employees get ahead
for the future.

A Reality Check for Readiness
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To be clear, it’s important to understand what performance management is and what it is
not. Performance management is the foundational element of any organization’s talent
management efforts. It represents all of the processes that managers use to effectively lead,
manage, develop, reward and assess employees. In reality, performance management is

management. 4 Contrary to many outspoken naysayers, it is not an annual HR-driven event
administered for the purpose of compliance and conformity, or as a means to weed out
weak performers.
High-impact performance management is a series of ongoing activities — goal setting and
revising, managing and coaching, development planning, and rewarding and recognizing —
with performance appraisal events interspersed throughout. Performance management is not
something that high-impact organizations “do,” but is instead a way that work gets done. 5

5 Ibid.

So how do you know if your organization is ready to adopt a formal process for managing
performance? Your answer may depend on several factors, including:
s Executive support and involvement
s Size and governance of the organization
s Growth strategy or maturity of the entity
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Consider your organizational needs today and decide whether your organization would benefit
from a more formalized approach to managing performance:
Your Organization Needs

Your Organization Has

Clarity on how roles support and align to one or
more key business drivers.

Individuals who establish short- and long-term goals
and activities without regard for or alignment with
the overarching business goals.

To eliminate redundant, unnecessary or obsolete
work that no longer directly supports the business.

Work processes or practices that have stayed
consistent or have fallen victim to a “that’s the way
we’ve always done it” pattern of performance.

A culture of continuous sharing and a transfer of
knowledge from internal experts to novice workers.

Employees who are accustomed and allowed to
bank their knowledge rather than flow it throughout
the organization.

A fair and systematic process for comparatively
evaluating individual performance.

Evaluation of performance that is limited to “soft”
qualititative measures rather than defined behaviors
and concrete, quantitative results.

Managers who are accountable for and effective
at supporting the maximum potential of every
direct report.

Managers who are most comfortable “managing
to the middle” and who prefer to avoid difficult
coaching conversations.

If your reality check indicates that you’re in need of these organizational benefits, now
might be the optimal time to introduce a performance management strategy or refine your
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existing process. With an effective performance management strategy and a well-designed,
managed and administered process, everyone wins. Employee performance management gives
organizations the tools to improve business performance by aligning goals, holding people
accountable, developing people, identifying individuals for promotion and using compensation
as a tool to create a high-performance culture. 6

High-impact organizations are effective at
developing a clear performance management
strategy that weaves together all of the elements
of performance management into a self-reinforcing
web of activities. The result is continuous, relevant
and focused performance management. 7
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Rethink Performance Appraisals
The dreaded performance review. For anyone who’s been in the workplace long enough to
experience this process, odds are that the mere mention of the event causes a reaction that
lies somewhere between sweaty palms and intense apathy. Unfortunately, poorly handled
performance appraisals have overshadowed the value of development-driven performance
management and given the entire process a bad rap. Why? Too often the appraisal system is
seen as ineffective or unfair, or is misunderstood by employees who exit these meetings feeling
discouraged, demotivated or even insulted.
Instead, consider the real results and impact you’re hoping to achieve with the performance
appraisal discussion:
s The appraisal process is well positioned and accepted within the organization as
a formalized milestone of ongoing coaching and feedback rather than an annual
compliance event.
s Appraisal discussions result in the reinforcement of high-quality development planning
along with specific and clear guidance and agreement on skills, competencies or
behaviors identified for improvement.
s There are no surprises — the conversation recaps notable performance results, actions
and behaviors that have all been previously discussed in prior coaching meetings.
s The manager and employee are both prepared for and actively participate in the
appraisal of performance and contribute to the development planning discussion.
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Gathering Performance Input
Measuring individual performance from the single data point of the immediate manager is no
longer effective in today’s global workplace. With increased worker mobility, cross-functional
short-term project assignments and matrixed organizational structures, employee development
depends highly on feedback from multiple sources. Best practices for capturing a complete
picture of performance include:
s 3ELF ASSESSMENT  Employees provide a personal assessment of their performance
against past work and development goals.
s -ANAGER ASSESSMENT  A continuation of ongoing coaching and feedback using
specific examples of past performance to encourage growth, development and
engagement.
s -ULTI RATER ASSESSMENTS  Feedback is solicited from a variety of people who
regularly interact with the employee, including peers, subordinates, project leaders, and
occasionally external partners or clients. Typically this feedback is summarized for the
employee, preserving the confidentiality of respondents.

Effective performance
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management requires managers
to provide employees with a
mirror of performance that’s
timely, honest, accurate and
complete. In many organizations,
performance feedback is also
obtained and validated through
a process of calibration to ensure
consistency and fairness of
performance assessments across
the organization.

Fifty-four percent of HR
professionals responding to a
recent SHRM study 8 indicated
that their organizations
conduct formal calibration or
group review sessions as part
of the performance appraisal
process, and 35 percent
said ratings were changed
regularly as a result of the
calibration process.
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The performance appraisal discussion can also be an ideal opportunity for the employee
to provide feedback of their own. With manager feedback structured as part of the overall
process, employees can safely offer their preferences for coaching, receiving feedback, and
manager involvement and availability.

Coaching and Feedback
The role of managers includes not only accountability for overseeing the work of others,
but, just as important, it involves focusing on enabling others to achieve their very best.
Development-driven performance management relies on managers to understand each
employee’s strengths and weaknesses while coaching and developing them to perform at their
highest possible potential.
In a culture of development-driven
performance management, the most effective
organizations are adopting processes that
are more agile, including a dynamic and
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transparent model of feedback and continuous
coaching along with high-quality development
planning. Leaders are held accountable to
share specific and timely feedback on a
regular basis, rather than wait until an annual
performance appraisal meeting.

Organizations
with high-quality
development plans
generate twice the
revenue per employee
as organizations with
poor or ineffective
development plans. 9

Establishing Goals
Effective goal setting starts when executives establish goals for the company that are then
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cascaded down and shared across the organization. Employees and managers establish
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S.M.A.R.T. (specific, measurable, actionable, realistic and time-bound) goals that directly align
with higher-level business goals.
Most organizations (54 percent) think of goal setting as a once- or twice-per-year activity.
However, most businesses move faster than that, resulting in misalignment within just a few
short months after goals are initially set. 10 Companies that revise and update goals quarterly
generate more than 30 percent greater impact from their performance management processes
than those that implement the old-fashioned annual review. 11
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Beyond simply creating individual S.M.A.R.T. goals and the tactical activities needed to achieve
acceptable results, you have to take goal setting to the next level. Employees and managers
together should discuss and determine a clear baseline of performance results that will be
considered acceptable for each goal. When employees understand the baseline of performance,
there’ll be no surprises during a performance appraisal discussion when results come in short
of the previously agreed-upon and documented baseline.
Similarly, goal setting should also specifically define what exemplary performance might look
like for each goal — how can the employee hit the ball out of the park? What opportunities
exist to accomplish results beyond the stated goal in less time, or involving fewer resources?
Having this kind of “assessment preview” during the goal-setting process creates clarity,
reduces subjectivity in assessment, and helps employees focus their efforts on activities that
return the highest value for them and their organization.

Conclusion
Once a performance management strategy has been designed and a supporting framework
has been introduced and acclimated to the business, it’s equally important to create
sustainability. Any process may become misaligned or obsolete after significant changes occur.
The continuation of practices that no longer support the business is a primary reason why
people complain about performance management in general — and rightfully so. The process
cannot be allowed to take on a life of its own. Oversight and stewardship from a performance
management committee comprised of business leaders along with HR will ensure that the
process keeps pace with supporting the changing needs of the business.
It’s time to change the perspective of performance management. Designing an effective
process, one that fits within the organization’s broader strategy of talent management,
remains a best practice for getting the highest possible return on the company’s greatest asset
— its people. With automation through a cloud-based, integrated performance management
software solution, you can use the performance management process as a means to improve
your business and create a foundation for realizing transformative business results.
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