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Performance management reinvented 

 

Performance management is often confused with the end of year appraisal and the form that 

goes with it, rather than being seen as all the processes in the organisation that together 

drive performance and steer career development and feedback.  It’s time to acknowledge 

the bad name we have given to performance management and to reframe it for the power it 

holds! 

This article focuses on some key trends in performance management, summarising the shift 

we can make as influencers of people development and drivers of strategy achievement. 

 

But what exactly is performance management? 

Broadly, performance management is defined1 as the set of activities that: 

 Establish objectives through which individuals and teams can see their part in the 

organisation’s mission and strategy; 

 Improve performance among employees, teams and ultimately organisations; and 

 Hold people to account for their performance by linking it to reward, career 

progression and (when performance is persistently poor) to the termination of 

contracts. 

There are two main purposes of doing appraisals as part of a performance management 

process. First, they can have a developmental purpose via the feedback interaction, to help 

workers and teams improve their performance through greater focus, motivation or effort, 

and by informing learning and development activities. Second, they can serve an 

administrative function, by giving a basis for decisions on reward, promotions or other career 

development opportunities, and where necessary, if despite counselling there is no 

improvement in poor performance, in terminating contracts. 

Performance appraisals however form a part of a much broader and systemic performance 

management system.  In this sense, performance management serves a much broader 

purpose into other HR strategic goals. 
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Review of Best Practice 

One of the strongly emerging trends is that an increasing number of employers appear to be 

questioning the value and relevance of traditional performance management processes and 

are trying to find systems that will more effectively drive performance aligned to the 

company’s strategic goals.   

 

Key Trends 

 

 

Trend 1: Focus on contracting rather than on year-end appraisal processes 

Research undertaken by the Corporate Leadership Council2 has shown that understanding 

of performance standards, accountability for “things that matter” (i.e. the Value Drivers of the 

business) and understanding how the system works—are the most important factors within 

the performance management system for driving performance. Simply by increasing 

employees’ knowledge and understanding of the standards by which they are evaluated 

results in as much as a 36 percent improvement in their performance.  

Emerging best practice sees far more focus on goalsetting up front3, as illustrated in the 

diagram below: 
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The traditional approach to goal setting, where an employee’s annual goals are set merely in 

support of their immediate supervisor’s goals rather than the organisation’s objectives, is 

time consuming and unless there’s a clear line of sight to how an individual’s goals align to 

their team, department and organisational goals, little is done to support overall goal clarity 

and employee engagement. If goals aren’t reviewed and revised regularly to ensure 

continued alignment and progress, organisations risk not meeting their objectives and 

employees end up working on activities that don’t support business success and in fact may 

be destroying value. 

In practical terms, logic models or theories of change can be used to articulate goals and 

how we work towards them. Typically, these make clear the working assumptions that sit 

behind a piece of work – for example, what conditions are needed for the planned action to 

have its desired impact – and then map the sequence of inputs (or resources), activities, 

outputs and outcomes. The outputs concern tangible deliverables over which we have most 

control. By contrast, outcomes relate to wider impacts and can be divided into short, medium 

and long term. Best practice organisations look at measuring through the lens of “outcomes” 

and do so by equating individual performance with the performance of the entity managed. 

For example, a marketing manager’s performance should be related to the marketing 

department’s performance.   

Key to this is the discussion between the manager and the individual in setting KPIs.  

‘Leader–member exchange’ (or LMX) theory states that when managers:  

(i) clarify context and performance expectations; and  

(ii) give employees higher levels of responsibility, decision influence and access 

to resources;  

they work harder and are more committed to task objectives. A longitudinal study by Elicker 

et al (2006)4 also shows that LMX is a strong predictor of perceived fairness in appraisals. 

 

KPIs must be set in such a way that they: 

 Measure the "value-add" (not activities) and are therefore outputs based, but also relate 

to medium and longer-term outcomes;  

 Are measurable in time, quality and quantity;  

 Are aligned to business / department and team objectives; and  
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 Are aligned to the required level of work (i.e. where the individual’s capability matches 

the level of work (complexity) required to successfully deal with the demands of the role 

and  thus the individual feels “in flow”).   

 

Rating scale: 

Research has shown that ‘rating segmentation’ – the number of categories available for 

rating employee performance – affects employees’ perception of fairness5.  In a trial which 

compared employees who were assessed against a five-category scale and those who were 

judged against a three-category scale, it was found that with a five-point scale, employees 

were more confident that they could improve their performance (had higher self-efficacy), set 

higher goals for themselves and went on to see higher rating improvements.   

 

Trend 2: Focus on Goal-Alignment-Cascade 

Companies such as Seagate Technology have addressed common stumbling blocks - such 

as overlapping accountabilities, redundant or conflicting performance goals, as well as a lack 

of clear action steps that can impede individual and organisational performance6. 

They have a two-pronged approach:  

 Executives come together in a one-day off-site goal alignment workshop to ensure that 

their annual performance goals are fully aligned. In the workshop, executives “post” their 

goals underneath the corporate goal which they are intended to support. In a series of 

break-out teams, executives then examine all goals to assess the quality of the proposed 

goal, ensure alignment, and eliminate redundancies. 

Deployment of a state-of-the-art online performance management system also enables goal 

transparency and real-time goal management across the organisation. Individual goal 

cascading is facilitated by Seagate’s online performance management application, making 

them visible to every employee who has access to this application.  

 

Trend 3: Shorter performance cycles and greater frequency of feedback 

Research has shown that when managers conduct frequent check-ins on quarterly goals, 

companies can realize 30-40% greater returns7.  The key to effective performance 
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accountability is less the specific performance appraisal practice and subsequent processes, 

and more the ability of a leader to have a candid, thorough, positive and specific 

performance conversation with employees8. Monitoring goal progress is a crucial step from 

setting to attaining a goal9 and seems to motivate people towards specific attainment. 

Research analysis also showed that physically recording the results and making the 

monitored outcomes public boosted the impact. But the largest impacts came when 

immediate feedback was combined with progress monitoring. 

Sears’ new performance framework10 focuses on how well associates:  

• Live the SHC culture and demonstrate seven cultural beliefs;  

• Lead others and demonstrate 14 leadership capabilities; and  

• Deliver value-added outcomes and results.   

To support this new approach, Sears leverages the objectives and key results (OKRs) 

methodology. This is a structured framework for thinking about what they will achieve just 

this quarter in order to make progress on broader objectives or priorities = shorter 

performance cycles.  Adobe11 has moved to a performance management system based on a 

regular “Check-in” framed as a fluid two-way dialogue between a manager and employee = 

greater frequency of feedback.  At Deloitte, they have worked to help leaders have a mindset 

of and skills for positive conversations where employees would leave a dialogue feeling 

better about themselves. More specifically, they also trained leaders to have a three-step 

affirming performance conversation: 

I. “Help me understand…”:  this lead-in frames the leader as a coach who wants to 

help, not as a superior who wants to control; 

II. “The data …”: this discussion introduces specific data about an employee’s 

performance and behaviour. Focusing on data allows the leader to help the 

employee know where they stand on specific behaviours and outcomes without 

judging the personality or style of the individual; and 

III. “So that we can make improvements … “:  this focuses on the future and what can be 

better, rather than focusing on the past and what has gone wrong. 

The employee conversation emphasises learning what can be improved more than 

evaluating what has gone wrong.  Fully moving from the current orientation to this approach 
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may need concerted effort both from managers and their reports and careful alignment with 

HR processes. But as research studies show12, even a short training course for line 

managers can have a positive effect. 

 

Trend 4: Dual ratings for business and people objectives 

PepsiCo13 have introduced two discrete appraisal ratings to measure managers’ 

performance against people objectives as well as business management objectives. The two 

ratings are kept separate at all times and are directly linked to merit increases and bonuses 

for each employee.  The primary goal is to embed strong accountability for managers to 

perform against people and performance management targets, as well as business 

objectives. The secondary goal is to provide managers with a tool to effectively differentiate 

employee performance in the two key areas driving the overall performance of the 

organisation.   

 

Trend 5: Rater training and objective feedback certification 

General Motor’s online “Rater-Calibration Training” course educates managers and 

employees in how to assess performance and deliver feedback14. The goal is to improve 

their ability to effectively evaluate performance, differentiate between performance levels, 

and deliver feedback.  First, the training program provides a unique, holistic curriculum by 

educating those who are selected to provide feedback (raters) about the company’s cultural 

priorities, the exact meaning of the rating scale, and generic rating tendencies or “pitfalls.” 

Second, the high level of interactivity incorporated into the online training modules through a 

series of exercises enables raters to evaluate their aptitude at providing performance and 

360-degree assessments and feedback. Interactivity further ensures that raters truly 

internalise the company’s cultural priorities and are able to translate observed behaviours 

into points on the company’s rating scale. Finally, recognising the critical importance of 

informal feedback to performance, GM requires that all 360-degree raters be “certified” to 

give feedback. 

GM have reported that the training has resulted in better ratings, increased satisfaction with 

the performance management system and measurable increases in performance outputs. 

                                                           
12

 (Budworth et al., 2015) 
13

 (Corporate Executive Board, 2012; Corporate Leadership Council, 2002b) 
14

 (Corporate Leadership Council, 2002b) 



7 
 

What would also appear to be a smart move – and a simple step to take – is for managers to 

actively check in with employees following a performance discussion or appraisal meeting to 

flag up problems in how it has landed. What are the employee’s reactions the following day? 

Do they feel the conversation and assessment were fair and useful? If not, one can see that 

there is an issue to be addressed and more discussion to be had. What is absolutely clear is 

that managers should not simply ‘trust the process’, following performance appraisal 

guidelines formulaically, but should be mindful of how employees are responding. Research 

has shown15 that employees who express positive emotions immediately after receiving 

feedback go on to obtain higher performance ratings, but those who express negative 

emotions show lower performance ratings. One factor explaining this is our sense of self-

esteem or worth: feedback that threatens an employee’s self-esteem tends to lead to 

negative responses16.  It is thus important that feedback be fact-based and focused on 

improving future performance, rather than fault-finding.  In short, it adopts a coaching 

approach where the conversation is more two-way and managers are more inquiring, 

instead of simply informing and directing their employees. 

 

Trend 6: Increased use of multi-rater feedback 

Typically, performance reviews are one dimensional with a process centred on a direct one-

to-one relationship between a manager and employee. But as organisations become flatter, 

employees tend to work with multiple leaders and peers throughout a given timeframe. In 

these cases, a performance appraisal that relies on a single perspective is not seen as 

accurate or balanced and can lead to mistrust. 

Best Practice companies develop performance measures based on the relationship that 

each team or unit has with its key stakeholders. That way outcomes emerge clearly. In the 

case of a production department the stakeholders are likely to be the CEO, suppliers, 

customers, other internal departments, and the employees of production. Only at the very 

bottom of an organisation do the entity managed and the individual coincide, e.g. at the level 

of a sales representative. Here again key stakeholders form the basis for any assessment. In 

the case of the sales rep these include their boss, fellow members of the sales team, and 

customers. 

GE Medical Systems encourages employees to own their own performance by establishing 

a “Personal Board of Directors”. This is a panel of two to four peers and managers selected 

by an employee to provide candid and in-the-moment feedback on that employee’s 
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performance. 

 

Trend 7: Managing for Employee Goal Realisation 

As performance management is systemic, there may be organisational obstacles blocking 

optimal performance.  It may also be that teams that are under pressure for daily 

deliverables do not have the time (and sometimes the insights) to step back and see how 

things could be done differently. 

In Anglo-Gold Ashanti17, when leadership was faced with a drastic drop in the price of gold 

and realising that the business units were only managing to cut operating costs marginally, a 

task-force was constituted named P500 (as their goal was to remove $500 million out of 

operating costs in less than two years).  This task force used some of the top talent in the 

company and worked alongside the operating leadership in the business units to identify the 

“Value Driver Trees” for each business unit and through re-engineering and other tactics, 

find more efficient and cost-effective business improvements.  The target savings were 

achieved, reducing operating costs in the international operations from $1,188 per ounce of 

gold in 2013 to $853 by Q2 of 2015. 

 

Trend 8: Understanding performance as part of the organisational eco-system 

In a study starting in the late 1990s18, Gallup conducted a multiyear examination of high-

performing teams that eventually involved more than 1.4 million employees, 50,000 teams, 

and 192 organisations. Gallup asked both high- and lower-performing teams questions on 

numerous subjects, from mission and purpose to pay and career opportunities, and isolated 

the questions on which the high-performing teams strongly agreed and the rest did not. It 

found at the beginning of the study that almost all the variation between high- and lower-

performing teams was explained by a very small group of items. The most powerful one 

proved to be “At work, I have the opportunity to do what I do best every day.” Business units 

whose employees chose “strongly agree” for this item were 44% more likely to earn high 

customer satisfaction scores, 50% more likely to have low employee turnover, and 38% 

more likely to be productive. 
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In a Deloitte19 study of 60 high-performing teams, which involved 1,287 employees and 

represented all parts of the organisation, three items correlated best with high performance 

for a team:  

o “My co-workers are committed to doing quality work,”  
o “The mission of our company inspires me,” and 
o “I have the chance to use my strengths every day.”  

Deloitte also considered other information e.g. they asked team leaders/managers not just 

what they think about the skills and performance of each team member but what they would 

do with each team member, e.g. “Given what I know of this person’s performance, I would 

always want him or her on my team”, “This person is at risk for low performance”, etc. They 

also consider the difficulty of project assignments in a given year, and contributions to the 

organisation other than formal projects. 

Standard Bank20 believe that organisations should be viewed as an ecosystem and that  

human performance cannot be measured in isolation of any related systems and conditions 

which cause variability in response to fulfilling or meeting a performance goal or expectation. 

As a result, they measure employee engagement, individual values alignment, a 

collaboration index, and team quality (all team members are operating at an “expert” level of 

the Teamwork Competency) in their performance management system as these have all 

been shown to impact performance. 
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In summary… 

The culture shift in performance management practices is illustrated in Table 1 below.  

 

Table 1: Good Practices in Conversation for Positive Performance Accountability  

Current practice Emerging practice 

Performance conversation at one point in 

time. 

 

Performance conversation in real time 

(ongoing) around events (annual 

celebration, promotion, salary). 

Focus on ability (“you are smart”) that 

creates a fixed mindset. 

 

Focus on effort (“you work hard”) to create 

a growth mindset. Praise efforts as well as 

results. 

Look back to emphasise performance (“you 

are good at …”.) 

Look forward to see opportunity and create 

learning (“What did you learn that you can 

apply in the future?”). 

Emphasise what is wrong. Focus on what is right (keep 5:1 positive to 

negative ratio). 

Leader behaviour is to command and 

control being distant from the change 

process. 

Leader behaviour is to coach and 

communicate by modelling change and 

personal improvement. 

Focus on action. Focus on sustainability of actions. 

 

Some sources say that up to 70% of employee engagement is impacted by the employee-

manager relationship.  In the next generation of performance-management model, the role of 

the manager changes from command and control to more coach and mentor. Although 

managers require an entirely new skill set to excel, most organisations do not focus on 

building leadership skills for their frontline managers. Research indicates that managers are 

consistently rated as “poor” on providing feedback and recognising employees. One reason 

for this is managers may not fully understand the importance and the impact this 

conversation could have.   

All the trends discussed here are potential opportunities for improving organisational 

alignment and performance – we just need to turn them into reality! 
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