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INTRODUCTION 

REDESIGNING EMPLOYEE 

PERFORMANCE MANAGEMENT IS NO 

LONGER A NICE TO HAVE, IT IS 

IMPERATIVE. THE DAYS OF 

ORGANIZATIONS RELYING ON 

COOKIE-CUTTER ANNUAL REVIEWS OR 

SIMPLE ASSESSMENTS ARE LONG 

GONE. 

A more integrated, comprehensive and strategic 

approach is needed — a holistic talent 

management strategy – one that includes 

meaningful goal setting and plenty of 

development opportunities plus continuous 

monitoring, feedback and rewards. 

So how did we get where we are with 

performance reviews in the first 

place?            

 

• 4 out of 5 U.S. workers are 

dissatisfied with their job 

performance reviews  

(Reuters) 

 

• 46% of workers believe that 

performance reviews are not an 

accurate appraisal of their work  

(Globoforce/SHRM) 

 

• 30% of the performance reviews 

end up in decreased employee 

performance  

(Psychological Bulletin) 
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Let us start by looking at the history of employee 

performance management. 

In 1950, Congress passed the Performance Rating 

Act. The law was meant to establish a method to 

rate federal employees. They were marked as one 

of three subjective levels:   

 outstanding, satisfactory or unsatisfactory.  

Private and public companies quickly followed 

suit, rating employees and recording 

compensation and rewards based on those 

reviews.  

Companies considered the performance review a 

way to protect themselves from potential legal 

squabbles. 

That process hasn’t changed much if at all since 

then, though businesses and employees have.  

Many experts agree that traditional performance 

management programs are like wallflowers. 

They exist in the background, but are seldom 

effective at what they set out to achieve.  

So what can businesses do to 

overcome these perceptions and 

outcomes?  

Done well, employee performance management 

offers an opportunity for companies to move 

beyond accountability to accomplishment — to 

progress from mere performance reviews to 

increasing every employee's contribution to the 

organization.  
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The first challenge is to disconnect 

pay increases from the performance 

management conversation.    

Unfortunately, the performance review has 

become the vehicle for managers to justify to 

employees their compensation, which has already 

been set by powers beyond their control.  

 

 

 

 

 

 

 

 

 

 

 

Samuel Culbert, co-author of “Get Rid of the 

Performance Review! How Companies Can Stop 

Intimidating, Start Managing — and Focus on 

What Really Matters!” and a professor at UCLA’s 

Anderson School of Management, says pay 

actually distorts performance reviews. 

 

“PAY IS NOT DETERMINED BY PERFORMANCE ,  

DESPITE THE FICTION COMPANIES LIKE TO 

PERPETUATE.   

PAY IS DETERMINED BY THE ECONOMY,  BY A 

COMPANY’S BOTTOM LINE ,  BY THE OVERALL 

BUDGET SET BY THOSE HIGHER UP.  NONE OF 

THAT HAS ANYTHING TO DO WITH HOW AN 

INDIVIDUAL PERFORMED IN THE PAST YEAR.   

IN OTHER WORDS,  THE PERFORMANCE REVIEW 

DOESN’T DETERMINE PAY.   PAY DETERMINES 

THE PERFORMANCE REVIEW.” 
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Next, we need to think differently 

about the purpose of a performance 

review.  

A performance assessment should be a road map, 

something that connects employees’ potential, 

measured through a validated competency 

assessment, with where they actually are now, 

where they would like to go and what they have 

achieved. 

“When we think about performance 

reviews, both employees and supervisors 

get a lump in their throat as opposed to 

seeing it as an opportunity and saying, 

how do I grow in this organization? Or as a 

manager, how can I make sure every 

employee on my team is doing his or her 

best?” says Patrick Sweeney, president of 

Caliper Corp., a HR consulting firm. 

THERE ARE, OF COURSE, DOLLAR AND 

CENTS REASONS TO TRANSFORM THE 

SYSTEM AS WELL. 

TRANSFORM THE SYSTEM 

 

ACCORDING TO GALLUP, 72% OF 

EMPLOYEES ARE DISENGAGED IN 

THEIR WORK AND ORGANIZATIONS 

GLOBALLY LOSE ABOUT $550B OR 

MORE PER YEAR AS A RESULT OF 

DISENGAGED EMPLOYEES.  

 

    Disengagement results in: 

 Presenteeism 

 Lost productivity 

 Absenteeism 

 Lower revenue  

 Turnover  
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The cost of each can be calculated many ways. 

Focusing on turnover alone, a simple way to is to 

take 150% of the average salary x the turnover 

rate.  

Those costs include such things as recruitment, 

interviewing, onboarding, job training, as well as 

the additional internal impact on your 

organization, like: 

 Lower productivity 

 Overworked remaining staff 

 Lost knowledge 

 

 

 

 

 

 

 

For a mid-sized company of 1,000 employees with 

an average salary of $75,000 with a 10% annual 

rate of turnover, the annual cost of 

turnover is $7.5 million!  

 

 

 

 

 

 

 

 

 

 

 

 

 

The top five traits of 

disengagement are:  

 Complaints 

 Lack of enthusiasm 

 Gossiping 

 Know-it-alls 

 Irresponsibility 
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As Deloitte’s 2013 Passion Report suggests, 

organizations should cultivate “workers with 
passion to realize sustained performance 

improvement.” 

What is worker passion?  

“Passion is when a person discovers work 

that they love and when that work 

becomes more than just a mode of 

income.”  

Based on their recent research, Deloitte states 

that, “While much work has been done to 

understand and improve employee engagement, 

employee engagement is no longer enough. Times 

have changed.” 

If all these efforts for building passionate 

employees seem unnecessary, John Hagel, 

director of Deloitte, would have to disagree. “This 

transformation effort will be challenging, but 

external pressures in the form of intensifying 

competition, mounting performance pressure and 

continual disruptions WILL ultimately force 

companies to confront this imperative or die – the 

old ways of doing business are simply proving less 

and less effective,” Hagel said in the Forbes 

article. 

THE THREE ATTRIBUTES OF WORKER PASSION ,  

ACCORDING TO A  FORBES  ARTICLE ON THE 

STUDY,  ARE: 

1. A CONTINUING COMMITMENT TO 

ACCOMPLISHMENT IN A PARTICULAR 

DOMAIN  

 

2. A DISPOSITION TO QUEST AND EXPLORE  

 

3. OPENNESS TO CONNECT WITH OTHERS  

 

CURRENTLY,  ONLY 11%  OF THE U.S.  

WORKFORCE EMBODIES ALL THREE. 

“Organizations should ask themselves if they 

reward or punish failure and assess how they 

encourage, or discourage, workers to actively 

collaborate with the ecosystem on work projects.  
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Additionally, companies should consider how to 

provide workers with more visibility and clarity 

into how each individual makes an impact on the 

company and the broader industry or domain.” 

GREAT COMPETENCIES = GREAT RESULTS 

MANY PEOPLE DO NOT TAKE 

PERFORMANCE REVIEWS SERIOUSLY  

BECAUSE THEY ARE NOT MEASURED OR 

REWARDED FOR RESULTS OR GOALS 

MET, SUCH AS PROVIDING ACCURATE 

AND TIMELY PERFORMANCE FEEDBACK 

TO EMPLOYEES  AND UTILIZING 

RELATED SKILLS SUCH AS INSPIRING 

TEAMWORK AND ACCOUNTABILITY.  

In addition, many of the old methods of 

performance reviews are based on forms or 

templates used across multiple roles that have 

little to nothing to do with specific roles, so they 

are not relevant.  

In fact, according to a Corporate Executive Board 

(CEB) survey, 90% of HR heads believe their 

performance management system does not 

yield accurate information, while 95% of 

managers were dissatisfied with their 

current performance management system. 

As a result, organizations need to make a 

conscious effort to make performance reviews 

more meaningful. 

It’s time to reimagine the 

performance review.  

When companies progress from merely evaluating 

performance to identifying ways to increase every 

employee’s contribution to the organization, they 

move beyond focusing on accountability to 

encouraging accomplishment.  

When done well, performance assessments are 

road maps that show employees how to use their 

potential (measured through validated 
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competency assessments) to get from where they 

are now to where they want to be. 

In his best-selling management book Good to 

Great, Jim Collins lists seven distinguishing 

characteristics of companies that have gone “from 

good to great” and compares those companies 

with some of their less-successful counterparts.  

EMPLOYEES,  TOO,  POSSESS DIFFERENT 

CHARACTERISTICS—COMPETENCIES—THAT 

ENABLE THEM TO ACHIEVE VARYING DEGREES 

OF SUCCESS.   

FOR EXAMPLE ,  IN COMPARISON WITH THEIR 

PEERS,  TOP SALESPEOPLE DRAMATICALLY 

OUTSELL OTHER EMPLOYEES,  HAVE A MORE 

POSITIVE EFFECT ON CUSTOMERS,  AND DELIVER 

SUPERIOR TEAM PERFORMANCE WHEN 

INCLUDED IN WORK GROUPS. 
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There are, of course, two parts to being 

successful in one’s role. One is having the ability 

to master competencies related to that role, as 

noted above. The other is ensuring those 

competencies are put to work to achieve results. 

Let’s discuss competencies first. 

WHY ARE COMPETENCIES IMPORTANT? 

JOB COMPETENCY MODELS DEFINE 

WHAT TOP PERFORMERS ACTUALLY DO 

ON A JOB TO PRODUCE OUTSTANDING 

RESULTS.  

TO BE CLEAR, A COMPETENCY IS A 

“SKILL, KNOWLEDGE, MOTIVE, 

ATTITUDE, OR PERSONAL 

CHARACTERISTIC THAT CAUSES OR 

PREDICTS OUTSTANDING 

PERFORMANCE.”  

It is critical to use a job competency model that 

contains the researched and scientifically 

validated skills and behaviors needed to be 

successful on the job - a model that objectively 

pinpoints only the skills that affect bottom-

line results.  

Because the top employees in a company tend to 

exhibit certain competencies, managers who seek 

to improve the company’s overall performance 

should identify and measure those competencies 

in performance reviews for these five reasons:  

Competencies provide 

the “Compass” by which 

employees at all levels 

navigate … 
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COMPETENCIES  PROVIDE  DIRECTION: 
Most fundamentally, competencies provide 

organizations with a way to define what its 

employees need to do to produce the results the 

organization desires and do so in a way that is 

consistent. Competencies provide the “Compass” 

by which employees at all levels navigate in order 

to create synergy and produce more significant 

and consistent results. 

COMPETENCIES  ARE  MEASURABLE  AND  

CAN  BE  DEVELOPED: When properly defined, 

competencies (and the impact they have on 

desired results) can be measured. This 

measurability enables organizations to evaluate 

the extent to which their employees are 

demonstrating the behaviors believed to be 

critical for success as well as to assess the 

business-relevant return on resources invested to 

retain, attain or develop these competencies. 

COMPETENCIES  CAN  BE  LEARNED: A third 

reason is that competencies can be learned. This 

means that once an organization determines the 

kind of competencies critical for each role; they 

can enhance success by taking steps to develop 

the capability of their employees to exhibit these 

competencies. Unlike personality traits, 

competencies are characteristics of individuals 

that are more flexible so they can be developed 

and improved. 

COMPETENCIES  CAN  DISTINGUISH  AND  

DIFFERENTIATE  ROLES  AND  THE  

ORGANIZATION: Competencies represent a 

behavioral dimension on which organizations can 

distinguish and differentiate roles within the 

organization and the organization itself. By 

distinguishing and differentiating competencies for 

each role, the stage is set for better succession 

and career planning. While two organizations may 

be generally alike in the kinds of financial results 

they achieve the way in which they accomplish 

this can vary depending on the competencies that 

fit their particular strategy and culture. 

COMPETENCIES  CAN  INTEGRATE  

PERFORMANCE  MANAGEMENT  

PRACTICES:  Finally, competencies provide a 
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structured model that can be used to integrate 

performance management practices throughout 

the organization. With competencies appropriately 

defined, organizations can align their recruiting, 

performance management, training and 

development and reward practices to build and 

reinforce key valued behaviors. 

So, How do you Achieve Results – 

 SET GOALS AND OBJECTIVES 

QUITE OFTEN, BECAUSE SOME 

COMPANIES DO NOT TAKE THE TIME 

TO SET AND/OR TRACK 

ORGANIZATIONAL GOALS, 

INDIVIDUAL GOALS AND EXPECTED 

RESULTS ARE NOT SET OR TRACKED 

EITHER, CREATING YET ANOTHER GAP 

IN PERFORMANCE MANAGEMENT 

SYSTEMS.  

A survey of small business owners by Staples 

found that more than 80% don’t track their 

business goals. Not surprisingly, the survey also 

revealed that 77% of leaders have not achieved 

their company vision either. 

Those two points highlight an important, but not 

surprising, relationship between goals and results. 

To be successful and accomplish something 

worthwhile, you have to follow a plan. In addition, 

when you’re referring to workplace and business 

success, it’s not just about you setting and 

working towards goals – it is about your 

employees doing those things too.  

First, be sure your employees understand and 

embrace your Mission and Vision. This is the 

work of leaders. Second, be sure to employ goal 

alignment processes and technologies to ensure 

everyone is rowing in the same direction. 
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One way to do this by linking your organization’s 

Key Performance Indicators to individual 

objectives. It is important to set goals that your 

employees can and want to achieve because what 

they do matters. For instance, Improve 

Profitability might be a KPI for your organization 

to which everyone can make a contribution – from 

looking for more efficient ways to do their work to 

negotiating better vendor contracts. 

RESEARCH OVER THE YEARS HAS REVEALED A 

VARIETY OF STEPS FOR  ACTUALLY ACHIEVING 

GOALS,  SUCH AS ENSURING YOUR GOALS MEET 

THE SMART  GOAL STANDARD,  SPECIFICALLY:   

MEASURABLE,  ACHIEVABLE,  RELEVANT AND 

TIME-BASED (SMART). 

Be sure your employees understand and embrace your Mission and Vision. This is the work of leaders. 
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In the unique case of setting goals for a company 

that will involve multiple participants, there are a 

few steps that warrant extra attention, such as 

involving others in the goal-setting process. 

In “The Wall Street Journal Guide to 

Management”, author Alan Murray states, “You 

must make sure the goals you set for your team 

align with those of the broader organization. And 

you must make sure that your team understands, 

accepts and commits to those goals. The more 

you can involve your employees in setting goals 

for themselves and the group, the more 

committed to those goals they are likely to be.” 

In addition, while easier said than done, it’s also 

important that you find the right balance between 

a stretch goal and an unachievable one. As The 

Wall Street Journal’s guide points out, “Goals 

should give your team something to reach for. But 

they should not be unreachable, and their 

attainment or lack of attainment should not be 

dependent on a host of circumstances beyond the 

person’s control.” 

 

TYING IT ALL TOGETHER 

FINALLY, AS PART OF ANY NEW 

PERFORMANCE MANAGEMENT SYSTEM, 

YOU NEED TO TIE COMPETENCIES, 

GOALS AND THEIR DESIRED RESULTS 

TO SOMETHING EMPLOYEES REALLY 

CARE ABOUT.  

You have to answer the “What’s in it for me?” 

question before you can earn their true buy-in to 

“Appreciation by a direct 

supervisor” 

“Opportunity to advance” 

“Salary and Bonus” 

… had the greatest 

impact on employee 

engagement.   
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a new system, which means you need to know 

what’s important to your employees. 

According to a recent Globoforce/SHRM study, 

71% of survey respondents said that 

“Appreciation by a direct supervisor” had the 

greatest impact on employee engagement, with 

“Opportunity to advance” coming in at 41% and 

“Salary and Bonus” bringing up the rear at 36%. 

McKinsey and Company found similar results with 

appreciation, recognition and special projects all 

having a greater impact on employee 

performance than money alone. 

To compliment these efforts, reward and incentive 

programs designed to: (a) promote or encourage 

specific actions by a specific audience and (b) 

produce measurable outcomes are gaining speed. 

More than half of America's companies now 

are using these programs, spending over 

$100 billion annually on them.  

In fact, this industry has more than doubled in the 

last 10 years, with incentives (other than cash) 

becoming a $46 billion industry alone. 

SUSTAINING THE MOMENTUM 

A LOT HAS BEEN WRITTEN ON THE 

VALUE OF CONSISTENT FEEDBACK. 

IT KEEPS EMPLOYEES ENGAGED, 

GIVES THEM A SAY AND HELPS THEM 

STAY FOCUSED ON IMPROVING HOW 

THEY DO THEIR WORK.  

A local contractor found out the hard way when a 

key project manager in a new region they opened 

turned in his resignation. When asked why, he 

replied, “I haven’t had a review in the three 

years that I’ve been here. I don’t know if 

you’re satisfied with my work or not.” Not 

only did they lose a valuable employee, they lost 

market share. 

There are some clever names for feedback 

processes. For example, Texas Roadhouse calls 

their new feedback process GPS, which stands for 

Growth, Plan and Support.  Here at Talent 

Management, we call it “human tithing”, which 
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means managers committing 10% of their time 

per week “checking in” with their employees.  

Before you head down this path, however, be 

sure your managers are equipped and/or 

trained to provide constructive feedback and 

effective coaching. To begin, set the right tone 

for a feedback session. This will influence the 

recipient's attitude throughout the conversation.  

THOUGH THERE 'S NO MAGIC BULLET,  THESE 

PRINCIPLES WILL HELP: 

 MAKE SURE YOU ARE BOTH 

COMFORTABLE WITH NO PHYSICAL 

BARRIERS BETWEEN YOU. 

 ADAPT YOUR COMMUNICATION STYLE TO 

THE RECIPIENT. 

 SHOW CONFIDENCE IN YOUR GUIDANCE,  

BUT DO NOT BE PATRONIZING OR 

JUDGMENTAL. 

 CONSIDER THE OTHER PERSON 'S POINT OF 

VIEW AND PERSPECTIVE. 

Regular feedback pays big dividends. Be sure 

managers are equipped and/or trained to 

provide constructive feedback and effective 

coaching. 
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Daisy Wademan Dowling recently outlined a 

three-step process for efficient feedback in 

the Harvard Business Review in her article, 

“Giving Effective Feedback When You’re Short 

on Time”, to help employees continue their 

development: 

1. CREATE A STANDARD WAY IN. Keep it 

simple and announce what’s to come, such 

as “Are you open to my coaching on this?” 

It gets immediate attention and sets the 

right tone. 

 

2. BE BLUNT. I don’t know about you but I 

tend to beat around the bush, which isn’t 

effective. Don’t dance around the issues, be 

forthright and honest.  

 

3. ASK HIM/HER TO PLAY IT BACK. Ask the 

person you are coaching to paraphrase what 

he or she heard to ensure they got the 

message. And I would add, allow them time 

to explain their perspective.  

Often times, managers are not aware of the extra mile employees go to get things done, and 360s provide 

an avenue for gathering this feedback. 
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Another effective, though sometimes maligned 

way, of gathering feedback is using a 360° 

feedback instrument. Again, it’s important to 

set the stage so that the information gathered is 

useful and actionable, but it’s a good way to 

gather multiple points of view from peers, direct 

reports and others to not only make 

improvements, but to learn how employees are 

satisfying customers and interacting well with 

others.  

OFTEN TIMES,  MANAGERS ARE NOT AWARE OF 

THE EXTRA MILE EMPLOYEES GO TO GET THINGS 

DONE,  AND 360S PROVIDE AN AVENUE FOR 

GATHERING THIS FEEDBACK. 

Remember (in the words of one of my ‘coaches’), 

“it’s a process not an event.” By doing these 

things, you’ll save time, and begin building 

relationships with your employees which is one of 

the drivers of employee retention. 

 

 

CONCLUSION 

A COMPANY IS ONLY AS GOOD AS ITS 

EMPLOYEES, SO IT’S LOGICAL THAT 

TRANSFORMING A PROCESS DESIGNED 

IN THE 1950S AND TWEAKED OVER 

THE LAST 60 YEARS IS READY FOR AN 

OVERHAUL.  

Here are four ideas to consider:  

1. CHANGE THE CONVERSATION TO 

IMPROVING JOB-SPECIFIC COMPETENCIES 

AND LINKING THOSE TO RESULTS vs. “do 

you work hard” or “do you show up on 

time”. Look forward not back. 
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2. PERFORMANCE MANAGEMENT SHOULD BE 

CONTINUOUS – a process not an event. 

This requires that managers become 

engaged in coaching and developing 

employees continuously not annually, and 

that there are process steps included so 

they stay engaged.  

 

3. GATHERING FEEDBACK FROM OTHERS IS 

IMPORTANT, so make sure you incorporate 

360s or other feedback gathering into the 

process.  

 

4. DISCONNECT PAY INCREASES FROM THE 

PERFORMANCE MANAGEMENT 

CONVERSATION. Instead focus on the 

answers to the, “What’s in it for me?” 

question.  
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