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Background
Every year, the Henley Centre for HR Excellence completes two pieces of original 
research. In 2015 we are looking at performance management. We often coach 
HR functions to rank everything they do against impact on the bottom line and 
how easy it is to implement. It’s interesting to note how often performance 
management fits into the ‘almost impossible to do’ and ‘low-discernible impact’ 
box. In talking to organisations and following online debates among the HR 
community, we have seen a growing trend where many people recognise this 
and are moving away from the systematic HR-centric approach to performance 
management, where the main outcome is a rating that makes HR’s life easy, but 
which leaves managers and employees totally demotivated by the process.

Over the last few months, we have carried out 48 interviews with HR and line 
managers, including CEOs, to understand what is driving this dissatisfaction 
with performance management and what answers people are coming up 
with. We are not seeking to establish a new universal model as our research 
found that it was this drive for a universal model rather than a contextually 
relevant approach that is the problem. Instead, we have identified some 
key ideas about how to develop an approach, which we believe will ensure 
organisations manage performance in a way that is appropriate to their context 
and will therefore have a greater chance of achieving what is surely the goal of 
performance management: higher organisational and individual performance.

We would like to thank all those from the following organisations in the 
Czech Republic, Denmark, France, Germany, Norway, Romania, Saudi Arabia, 
Switzerland, the UK and the US who gave their time to be interviewed: Adobe 
Systems, Allianz, Autodesk, Box, Bupa, CA Technologies, Cambridgeshire 
Community Services NHS Trust, Danone, Danske Bank, DCH, Dell, Deutsche 
Bank, Dolby, First Quantum Minerals, Gap, GSK, Juniper Networks, KPMG, 
Maersk, Mercer, Microsoft, Nationwide Building Society, Oxfam, Papworth 
Hospital NHS Foundation Trust, PwC, River Island, Salesforce.com, SAS, Saudi 
Aramco, Schlumberger, Serco, Siemens, Silicon Valley Bank, Sopra Steria, 
T-Systems, UBS, Unitymedia KabelBW, UNOPS, Vodafone, Willmott Dixon and 
Züblin. You will find their anonymous quotes as bullet points throughout the report.

In addition, my colleague Aksshay Malaviya and I have carried out extensive 
desk research regarding performance management, especially into the recent 
advances in neuroscience, as well as online research. You will find quotes from 
online sources and published articles, books and reports throughout the report and 
attributed in the endnotes.

‘It’s interesting to note how 
often performance management 
fits into the ‘almost impossible 
to do’ and ‘low-discernible 
impact’ box. ‘

‘it was this drive for a universal 
model rather than a contextually 
relevant approach that is the 
problem.’
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The key message

Don’t do what the ‘best’ companies do, but decide what to do 
based on the way they decided to do what they do.

Best practice irrelevant of context is irrelevant. In our research, we found many 
organisations are trapped in an accepted wisdom of what good practice is.

They tend to:
• set goals, preferably SMART individual goals, at the beginning of the year (95%)

• assess delivery at the end (94%), with maybe a half-year review

• rate people’s performance (89%), usually using a five-point scale (57%), against 
the delivery of the goals but with an increasing focus on how they’re delivered

• force (33%), or at least provide guidance on, a desired distribution to ensure 
fairness and comparability

• use this to decide pay and/or bonuses (89%)

(The percentages shown are based on 1,056 organisations in 53 countries 
surveyed by Mercer.1)

Most organisations don’t really have any evidence that it produces their desired 
outcomes:
• In Mercer’s survey, only 3% said their approach delivered exceptional value.2 

• In a survey of 391 US firms by SHRM, 88% ranked the effectiveness of their per-
formance management at B or below.3 

• In a recent study of 2,500 organisations in 90 countries, Deloitte found that 
only 6% believed that their current process was worth the time and only 8% 
reported their performance management process drove high levels of value.4 

This is the internal HR view, but it appears to be shared by line managers:
• One recent study by Forrester found that only 12% of top management believes 

that performance management influences business results.5 

This was reflected in our interviews. The majority of the organisations we spoke 
to are dissatisfied with their current approach and have changed or are planning 
to change it. There is a widespread feeling that while performance management 
has a theoretical underpinning, due to the way it is implemented in most 
companies the potentially beneficial outcomes seem to be outweighed by the 
time invested in it by HR and line managers.

Indeed, many organisations lack clarity about what their desired outcomes are. 
In our interviews many organisations are unclear or they have multiple, often 
contradictory, outcomes. Often where they do have clarity about why they’re 
doing it is for reasons that make HR’s life easier rather than actually driving high 
performance.

The problem is that this accepted wisdom has become a dogma and many 
people in HR are wary of moving away from it. We found a number of 
organisations that are making the break, but it takes bravery to go against the 
grain of current HR thinking:

‘Best practice irrelevant  
of context is irrelevant.’ 

‘There is a widespread feeling 
that while performance 
management has a theoretical 
underpinning, due to the way 
it is implemented in most 
companies the potentially 
beneficial outcomes seem to 
be outweighed by the time 
invested in it by HR and  
line managers.’
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• I think it requires people like me to be brave. It’s a risk when you do something no 
one else is doing. It requires a level of entrepreneurial creativity and bravery but 
that’s our company. If you know your organisation well enough you can make good 
bets but make them big, brave bets.

• You have to have a lot of courage. I lost a lot of sleep. I’m jumping, but will my para-
chute open? It was really different, but will it work? Now lots have done it, but it felt 
like a risk when we did it.

• There are HR folk who are brave enough, but there’s not a critical mass; the ‘emper-
or’s clothes’ story is so engrained.

• I also learned that uneasiness is not necessarily a bad thing. You try to manage to 
a space where everyone is happy and likes it and it feels easy. Of course we should 
target this but just because we feel uneasy doesn’t mean it’s bad. It’s touching on 
things that matter.

Among many of the organisations we interviewed and in the literature there 
is a move away from one universal model of performance management. The 
interesting thing wasn’t the models they were moving to, which were many 
and varied including the use of gamification and apps, but the way they have 
decided to change what they are doing: research, focus, consult, measure  
and dialogue.
1	 They do deep research, not just about performance management as a 

process, but also about people and what motivates and engages them. 
They are referencing a lot of the new thinking, especially in neuroscience, to 
design approaches that drive desired behavioural and business outcomes.

2	 They collect facts about their organisation, both hard data and anecdotal 
stories. They look at the impact their current approach is having at an organi-
sational and individual level. They are not selective about the data and its 
interpretation and are wary of post-event rationalisation, i.e. being selective 
by only looking at the data that gives them the answer they wanted to hear.

3	 They understand where their organisation is going. They focus perfor-
mance management on helping it get there. They don’t look at performance 
management as an HR process. They look at the strategic direction their 
organisation is going and the challenges it faces from an organisational and 
people perspective in getting there. The key to their thinking is asking how 
performance management can facilitate these strategic organisational out-
comes not HR outcomes.

4	 They don’t try to do too much but focus on one or two desired business out-
comes. They don’t see performance management as the answer to all HR’s 
needs whether they are around development, engagement or compensa-
tion. They see it as a key strategic deployment tool.

5	 They don’t go away to a darkened HR ‘bat cave’ and concoct something 
no one else sees the need for. They involve, consult and listen to their key 
stakeholders – including even regulators and unions, who are seen in some 
organisations as a reason not to challenge current approaches as ‘they 
wouldn’t accept any changes’. They recognise that getting buy-in to why 
they’re doing it is just as important as the how, and that buy-in at every level 
from the CEO to front-line employees, is important for the success of their 
approach, but that leadership buy-in is critical.

‘I think it requires people like  
me to be brave. It’s a risk when 
you do something no one else  
is doing.’

‘there is a move away from one 
universal model of performance 
management.’ 
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6	 They don’t pretend they have all the answers. They are flexible in implemen-
tation and adjust as they go along to respond to reality, whether that be 
changes in business strategy or different cultural or business contexts within 
one organisation. They are not concerned about the impact that admitting 
they might be wrong may have on their credibility, as they are not driven by 
HR’s credibility but by doing what is right to achieve their organisation’s  
strategic outcomes.

7	 They are rigorous about measurement, but they measure the impact and 
outcomes not the process – the fact that everyone completes a form doesn’t 
mean the form is adding any value.

8	 They don’t focus on the process and system. They focus on the system con-
ditions that block or support effective performance management. In most 
cases they recognise that the differentiator is the dialogue between man-
agers and their people, not the process itself, so they focus their time and 
money on helping managers and employees hold great conversations.  
They help managers who can’t, but they are also intolerant of managers  
who won’t.

This final point is the key differentiator. It’s not the process, though simpler 
seems to be better. It’s the focus on the employee–manager dialogue and 
the investment in this capability that is the key to driving better performance 
management.

So the message of this research isn’t:

‘There is a new way to manage performance that we would recommend 
organisations follow and which will answer all your prayers.’

It’s: 

‘Challenge your current approach to performance management. Does 
it fit the current and future needs of your business rather than some 
theoretical model or the needs of HR? If it doesn’t, rework it until it does.’

‘It’s the focus on the employee–
manager dialogue and the 
investment in this capability 
that is the key to driving better 
performance management.’
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Stage 1. What does the external 
research say?
For many of the companies that have undertaken this journey to establish a 
more relevant approach to performance management, the starting point was 
to research not just performance management but also the theories around 
motivation and growth that drive higher performance.

The research is ambivalent about the value added by performance 
management. In one of the latest meta-studies, the writer found cases that 
support the view that it makes a positive difference and others that say it 
doesn’t. The conclusion is:

It is still possible to believe in the benefits of performance management to 
organizations. This belief rests on the assumption that people are more likely to 
respond positively and are more likely to work to improve their performance and 
develop their capabilities if they share in the processes of defining expectations and 
reviewing performance and competency against those expectations, and are involved 
in creating and implementing plans for developing their skills and competencies. 
If this happens generally and if the organization provides the managerial and 
systems support necessary then the presumption that this will contribute to overall 
performance improvement is not unreasonable, even if it cannot be proved.6

In our research, we found the same spectrum of positive and negative findings 
about the value of performance management. Perhaps the key is it’s not 
performance management per se but how you implement it and the philosophy 
behind it that matters.

Performance management has been around since the Wei dynasty emperor 
employed an ‘imperial rater’ to measure performance in the 3rd century, 
while Ignatius of Loyola, in the 16th century, ‘established a system for formal 
rating of the members of the Jesuit Society’.7 Performance management has 
been evolving ever since, from Frederick Taylor’s performance monitoring in 
1911, through Peter Drucker’s ‘management by objectives and self-control’ 
in the 1950s,8 results-based performance appraisal in the 1970s, multi-rater 
performance assessment in the 1990s and Kaplan and Norton’s balanced 
scorecards in 1992.9 Perhaps the biggest advances were made in the 1980s and 
1990s when performance management began to be seen not as an HR-driven 
exercise but as an integrating business process.10 

Each of these ideas has had its moment in the sun, but each has also had its 
share of criticism. As an example, several studies have shown that the balanced 
scorecard does not improve performance, especially when compared to the 
time, money and commitment required for its implementation.11 Indeed it could 
be argued that the world is full of solutions looking for problems and that one 
of HR’s failings is to look for the silver bullet, the perfect way of doing it, rather 
than investing time in exploring what is relevant to their organisation within  
its context.

This was the most critical finding in our research. Most research tries to find 
best practice that can be translated into the perfect approach (often with the 
intention of selling it) without realising that, depending on the organisational 
context and what the organisation is actually trying to achieve, the question 
may be different and may be constantly changing. In our interviews, the 
forward-thinking organisations didn’t assume there was best practice 
but looked at the right practice for them and explored the theoretical 
underpinnings behind motivation and growth:

‘Perhaps the key is it’s not 
performance management per 
se but how you implement it 
and the philosophy behind it 
that matters.’

‘one of HR’s failings is to look 
for the silver bullet, the perfect 
way of doing it, rather than 
investing time in exploring what 
is relevant to their organisation 
within its context.’

‘the forward-thinking 
organisations didn’t assume 
there was best practice but 
looked at the right practice 
for them and explored the 
theoretical underpinnings 
behind motivation and growth:’
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• When we looked at designing it, we did a lot of research into what other global 
organisations are doing but the key was…we didn’t want to overdo sophistication, 
to do something that wasn’t relevant for us. 

• We got intelligence on what the best in our field and our direct competitors are 
doing – but we don’t copy, we create our own things to fit our unique culture.

• When I share our story it’s not the approach it’s the thought process. You can’t 
plonk our approach into another organization. It won’t work. The key is the process 
we went through.

• We have drawn on social anthropology and neuroscience, it’s very complex but if 
you’ve got like-minded people and you explore it, you come up with a relevant solu-
tion.

• Answering the question of what to do…led us to dig into brain science and adult 
behavioural perspectives.

• It was a must to apply science to support the changes. Neuroscience was critical in 
getting people’s hands around the changes and to get senior people on board. 

• We discovered new scientifically based ways to drive performance; ‘if you want to 
use performance management to drive performance this is what you need to do’. 
Four big areas of research that were eye opening were Daniel Pink’s Drive, which 
brilliantly described why a traditional approach doesn’t work; Samuel Culbert, a 
243-page rant; and David Rock and Carol Dweck’s Mindset. Our changes all sit on 
this foundation.

Pink, Rock and Dweck have based their findings on modern advances in 
neuroscience where brain-scanning methodologies have helped us understand 
how the brain works. They were mentioned by many of the organisations that 
have moved away from traditional performance management, especially from 
the use of ratings and distributions, so perhaps their work would be a good 
starting point in thinking about performance management:
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Drive

Daniel Pink identifies the difference between intrinsic and extrinsic rewards. 
He argues that their use should be aligned to the nature of the task. If the 
tasks are algorithmic then extrinsic rewards such as money may work. They 
can deliver short-term boosts though this may wear off, reducing long-term 
motivation. Algorithmic tasks are those where the process is defined 
and the end product is expected. We follow a set of instructions down a 
single pathway to one conclusion. By definition there are no surprises. If 
the tasks are heuristic – non-routine, more complex, creative, interesting 
and self-directed – then intrinsic rewards that develop mastery, autonomy 
and purpose work better and promote greater conceptual understanding, 
higher productivity, less burn out and greater levels of psychological 
well-being. The use of extrinsic rewards for heuristic tasks can actually 
reduce performance, leading to a loss of creativity, narrower and shallower 
thinking, unethical behaviour and worse decisions. In the US in 2005, 70% of 
job growth came from heuristic tasks so intrinsic rewards are increasingly 
important.12 The implications for performance management are that it 
should not be focused on driving compensation but on helping people 
develop their mastery and autonomy within a clear purpose.

Mindset

Carol Dweck pinpoints two mindsets: An individual with a fixed mindset 
believes that they only have a certain amount of intelligence, personality 
and moral character. An individual with a growth mindset believes that 
their true potential is unknown, as it is impossible to foresee what can be 
achieved with years of passion, toil and training. They don’t want to be 
great; they just want to get better. She also argues that with experience, 
practice, training, method and personal effort people can change their 
mindset and improve their intelligence, personality and moral character.13  
The implications for performance management are that it should be a 
process that encourages growth. Managers should not criticise what 
has gone but encourage people to learn from it, grow and improve their 
performance.

SCARF

David Rock posits that a core ‘organizing principle of minimizing threat and 
maximizing reward’ governs motivation among human beings. The SCARF 
model shows that reducing the sense of ‘threat’ to an employee from issues 
relating to status, certainty, autonomy, relatedness and fairness leads to 
high performance. In the same vein, incremental ‘rewards’ to an employee’s 
sense of status, certainty, autonomy, relatedness and fairness lead to high 
performance.14 The implications for performance management may include 
the belief that self-appraisal is less status threatening, clear objectives 
increase certainty, micromanagement decreases autonomy, showing 
interest in the employee can increase relatedness, and forced ranking 
decreases a sense of fairness. These all have implications, not only for the 
system, but also for how managers approach the conversation.
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In addition, there were three other theories mentioned in individual interviews:

Peak performance 
In their book Peak Performance, Gilson, Roberts, Weymes and Pratt focus not on 
fitting people onto a curve but on helping people understand when they are 
performing at their best and looking at how to help them improve to be the 
best they can be.15

Tribal leadership
In their book Tribal Leadership Logan, King and Fischer-Wright focus less on the 
individual and more on the group, aiming to create an environment where 
people come together to create a high-performance culture focused on a 
common vision and purpose. This is achieved through conversations between 
‘tribe’ members that shift from telling people what to do to creating a common 
understanding of the issues and a common ownership of how to deal with 
them, so managers can get out of the way and let people contribute to their 
own success.16 

Breakthrough performance
In their report on breakthrough performance, the Corporate Executive Board 
say that impact comes from the successful combination of three interrelated 
factors:
• identifying key accomplishments that contribute to team, business and  

customer results

• your contribution to the success of others, your use of others’ work, ideas and 
effort to make your results even better17 

In summary, based on their research, many of the organisations we interviewed 
have shifted their view and now consider that performance management 
should be:
• less about a process, more about a conversation

• less historical, more forward looking

• less negative, more positive

• less about rating performance, more about improving performance

• less about measuring the past, more about focussing on doing better in the 
future

•  less on addressing weaknesses, more about building on strengths

•  less individual, more collective

In practice, this means that these organisations deploy some different 
approaches to performance management:
•  The talk isn’t about the rating. It focuses on ‘here’s what you did well and there are 

some things you fell down on’; the focus is more on the positive, putting the empha-
sis on development and an outcome focus.

• Underlying it is a philosophy of behavioural psychology; if you show behaviours I 
like, I will reward you; if you don’t, I’ll take it away. We are trying to transcend this 
so we don’t reduce people to purely being responsive to threat. 

• The driver was to move from documenting to driving performance so we replaced 
the document with a discussion.

‘the focus is more on the 
positive, putting the emphasis 
on development and an 
outcome focus.’
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• The messaging is it’s about the conversation. It’s about performance, practical 
examples to illustrate it and rigour and discipline behind it. Must put goals in (IT 
system) must be calibrated, really important to set clear goals and review them 
regularly. 

• The critical element is the conversation so we realigned resources to focus more  
on it.

• We hire ambitious, smart employees who want to learn so we want to add to their 
skills and experience and expertise. The business is growing so fast we need them to 
grow and develop faster and we expect them to grow, to continue to be relevant.

• We came from a traditional 12-page dissertation once a year delivered by manager 
to employee to justify the typically demoralising three-point rating. We landed on 
four conversations, first is goal setting…second is a growth conversation… third 
is an end of year impact conversation…fourth is a reward conversation…two and 
three are employee led so managers have to shift to being the coach.

• We had a time-consuming process without relative value so we abandoned it in 
favour of one (company name) feedback. Every employee can go online and identify 
four/six people to give feedback, manager can add three, to answer two questions; 
what is employee doing to be effective now and what are they doing to be effective 
tomorrow. 82% voluntarily opted in to receive feedback and 87% of requests were 
fulfilled, a total of 35,000 instances.

• We’ve replaced the document with a discussion about goals and how to drive 
them...not just about results but sometimes you fail. If you learn from it and apply 
it, this is as important as hitting the goal.

• The key is getting feedback and learning to grow and deliver. We make sure the 
conversations are focused on learning and growth. We call them ‘connects’, more 
reflection, learning from reflection and acting on reflection. 

Overall the key changes were:

Changes Number
No rating scale 14 
Focus shifts to the ‘how’ from the ‘what’ 9
Focus on conversation 7
Simplify 5
From annual to quarterly or monthly 5
Move away from forced distribution 4
Decoupled from reward 4
Changed definitions 3
Changed rating scale 3
Shift balance between individual, team and organisational 
performance

2

More focus on feedback 2

‘We’ve replaced the document 
with a discussion about goals 
and how to drive them’
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Stage 2. What does our data say?
In all of the organisations that are moving away from the standardised 
approach, one of the keys was that they analysed their own data (and anecdotal 
stories) to identify the impact of their current approach on their desired 
outcomes but also to look at the unintended consequences:
• Watch out. Do nothing until you’ve analysed what’s happening in your  

organisation.

• We spent four months, beginning 2014, benchmarking, talking to employees, to 
leaders about how to drive performance.

• We engaged a consultancy to look at our processes, a kind of state of the nation, 
what we were doing well and not so well.

• We had internal focus groups, which is part of why we have come up with a light 
system.

• We had to listen to what people were telling us, we took note of the employee 
opinion survey, manager feedback and focus groups. There’s so much to learn 
about what’s right and wrong in the organisation if you listen to people, especially 
when they leave.

• We looked at a variety of companies that are well regarded, looked at in-house pro-
cesses and consulted with people in the business, especially in the strategy team to 
align with them.

• We had as much pull as push so it was easy to propose something radical.

• We had focus groups with leadership and we really focused down on three things: 
change way of working to team, help people learn and reward contribution, not 
performance, but impact. GM- and VP-level feedback said trust us here in the 
way you trust us in every other realm. The key messages were it (the old process) 
encourages internal competition, rigid reward, great pay doesn’t feel great and it’s 
a heavy process.

• You have to get your facts. If you’re sloppy on facts and figures the biggest obstacle 
is change resistance. If you can’t show how performance is interlinked, you are on a 
sticky wicket.

• You have to have a big quorum of anecdotal evidence. You have to eloquently give 
examples, which you’ve picked up around the globe. So we tested it at different 
levels. Talk, talk, talk; listen, listen, listen.

• Performance management puts people into a threat state. It doesn’t support the 
part of the brain that supports problem-solving and long-term memory so we 
stepped back to look at what’s right for us not what do others do. 

From the interviews based on these organisations’ research into their own 
experience and from the desk research, we identified a number of common 
issues with the current approaches to performance management:

1.	The	implementation	gap
The issue: HR designs their performance management processes to achieve 
some desired outcomes, but the way the process is actually implemented and 
then used by line managers isn’t producing these outcomes. 

The lesson: Design the process in the real world, taking into account the law of 
unintended consequences, and measure the process against its outcomes in the 
real world not against completion of the process itself. Don’t set out to prove 
yourself right, set out to do what’s right.

‘Watch out. Do nothing 
until you’ve analysed what’s 
happening in your organisation.’

‘Don’t set out to prove yourself 
right, set out to do what’s right.’
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2.	Over	complexity
The issue: The processes are often so complex and over designed to meet 
multiple HR needs that the amount of time spent on the process is not reflected 
in the relative value added to the business. There is a classic unintended 
consequence here; the more complex you make the process, the more you get a 
drop in ownership and commitment and the more HR blames line managers for 
a lack of compliance.

The lesson: Keep the process simple, don’t over engineer it, but judge every 
element against the value added to the business not to HR.

3.	Process	focus
The issue: The focus on the process and its completion means the underlying 
purpose gets lost, especially the importance of having great conversations. This 
is the element of performance management that most organisations recognise 
as being critical to good performance management. If there are three variables 
that drive good performance conversations – process, skill and behaviour – the 
less focus there is on skill and behaviour, the more the process must fill the gap. 
But the more the process fills the gap, the less managers focus on holding great 
conversations so it becomes a self-fulfilling prophecy.

The lesson: Educating line managers in the specific whys and hows of 
performance management in the organisation is more important than the 
design of the processes and systems. If you have limited budget and resources, 
focus them there.

4.	Demotivation
The issue: In many cases, the impact isn’t just neutral in terms of not achieving 
the objectives of performance management, it is actually negative as the way 
it is implemented on the ground by line managers results in demotivation and 
lower performance. 

The lesson: Design the process so that it takes into account the latest research 
around motivation.

	5.	Short	termism
The issue: This is especially true in that the focus of many performance 
management processes on short-term individual performance undermines 
other behaviours around innovation, collaboration and long-term thinking that 
are critical to organisational performance.

The lesson: Design the process around the key behaviours that are required to 
deliver the organisation’s strategy. If the strategy is dependent on short-term 
individual behaviours or the performance being measured is algorithmic then 
the traditional design might be appropriate. If the business strategy depends on 
innovation, collaboration and long-term thinking or the tasks are heuristic then 
the process needs to be designed appropriately.

6.	Internal	competition
The issue: The most negative element of all is the calibration of performance 
against a forced ratings distribution, which produces highly negative behaviours 
involving gaming of the process and a lack of trust in the whole approach to 
performance management and even in the organisation.

The lesson: Many so-called performance management approaches, especially 
those that are ‘forced’, are actually reward management processes. If you want 

‘Keep the process simple, don’t 
over engineer it, but judge every 
element against the value added 
to the business not to HR.’

‘Educating line managers in 
the specific whys and hows 
of performance management 
in the organisation is more 
important than the design of  
the processes and systems.’

‘Design the process around the 
key behaviours that are required 
to deliver the organisation’s 
strategy.’
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the process to drive high performance, you need to judge whether the desired 
outcome from the use of ratings and forced bell curves is outweighed by the 
potential negative consequences. Don’t be naive and think that tinkering with 
the number of ratings or their definitions addresses the issue. People aren’t 
stupid. Moving from five ratings to four or defining the middle average rating 
as ‘superior’ does not address the root cause of the problem, which is no one 
likes being called average, even though by definition the majority are. It was 
interesting that many of the organisations that have done deep internal and 
external research have found that removing ratings and forced distributions was 
the answer within their context and against their desired outcomes. In addition 
they found other ways to differentiate performance and make compensation 
decisions. We are not saying do this, but be aware of the potential for 
unintended consequences if you don’t.

7.	Management	bias
The issue: In many cases, it was recognised that the biggest issue was that this 
systematic data-driven approach to performance management is underpinned 
by the ability of managers to actually measure performance objectively. The 
simple fact is that most managers are, at best, unconsciously incompetent 
when it comes to measurement, as they are driven by unconscious biases about 
what ‘good’ looks like. As a result, decisions are driven out of performance 
management around compensation, development and career progression 
that are based on subjectively biased ratings. Some organisations have turned 
to 360-degree feedback as the answer, but remember that basing a rating on 
several subjective views doesn’t make it any more objective. 

The lesson: Accept that performance management is more art than science. 
In our drive to base all our decisions on objective data, we must accept 
that a number is not necessarily an objective fact. Someone rated ‘five’ isn’t 
necessarily a top performer, they might just be better at managing their boss. 
Design your performance management process based on this uncertainty. 
Accept managers are subjective but challenge and develop them to be more 
aware of, and therefore to challenge, their own subjectivity. As with feedback, 
the calibration of individual subjective ratings by a group of equally subjective 
managers doesn’t make the rating objective. Coach and develop managers to 
manage performance not on the basis of a historical rating of performance but 
on a forward-looking view where the focus of the conversation is on helping 
everyone be the best they can be and perform to the best of their ability. The 
key is to drive everyone’s performance higher rather than manage it to an 
average.

The detailed feedback
1.	People	not	using	the	system	as	intended
• People weren’t using all the ratings so we went from five to three. Lo and behold 

people only used two points of the three-point scale. Effectively it was a blunt 
instrument, either good or great. 

• The result was people think they’re above average and managers think their people 
are above average so there’s a constant inflation of ratings. 

• Clunking calibration process. Managers said I couldn’t give you the grade I wanted 
to. I was forced to give you a different one by HR. HR are to blame. Some managers 
understood feedback, coaching and development drives better performance. Vast 
majority of company didn’t do this; they simply set goals, forgot them and talked 
about performance once a year.

‘Accept that performance 
management is more art than 
science. In our drive to base all 
our decisions on objective data, 
we must accept that a number is 
not necessarily an objective fact.’

‘the calibration of individual 
subjective ratings by a group 
of equally subjective managers 
doesn’t make the rating 
objective.’
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• Driven by CEOs frustration with people not differentiating at bottom level.

• We regularly facilitate the cascade of department goals. It goes quickly down to 
individual goals and how we fit it into (the PM IT system) and then we forget it.

• We were babying managers not giving them ownership and accountability to own 
and run their own businesses. We were nannies. They were children. We’ve done 
everything for them, gave them grids to determine compensation, but it took own-
ership of management away from them. They could hide behind the process.

• People manage the ratings not performance.

• Lots of people get promoted and people think I can’t believe they have been when 
they’ve done bargains on ratings.

• It’s just an exercise everyone does, but decisions on people are based outside perfor-
mance management.

• Historically low completion rates, never more than 20% and declining. In last round 
of traditional appraisals, 7% completion. It doesn’t get any clearer than that.

• In the employee opinion survey, it was painful. I read every single verbatim and not 
a single positive comment, all negative: ‘expected it but never had it’, ‘had it but 
never followed up’, people felt pressurised into doing it.

2.	The	time	spent	on	the	process	was	not	reflected	in	the	value	it	created
• We worked out we spent 140,000 man-hours doing the process but only 22% actu-

ally had face to faces.

• HR spends eight months of the year on it. As soon as mid-year or year-end ends then 
we have to do prep for next month and start on new cycle.

• Two years ago, CEO made an offhand comment ‘why can’t I get the attention of HR 
in February and March?’ Reason was they were all tied up in the performance man-
agement process so HR has to address this. We must simplify.

• Key was CTO. He liked the idea of being liberated from the burden of ratings. It was 
a perfect storm in terms of timing and language. 

• We go through a highfalutin process but lose the sense in the detail of it.

• Old world was highly bureaucratic, bloated process.

• Based on feedback from the business. On one hand, found the data useful but don’t 
find time away from their job writing reams and reams useful.

• It takes four and half months from beginning to end. Every year we were criticised 
about the time and money invested.

• We had a 40-page document for the annual review. It was way too complicated. We 
wanted ‘less is more’.

• Bad ROI; massive investment only to have people overly focusing on the rating or 
the curve.

• It takes so much time so why would I prep these meetings and then you don’t make 
decisions based on them.

• It can become a chore rather than an engagement tool; it becomes a process rather 
than an enabler to fuel performance.

• We seem to spend an inordinate amount of time setting targets. To our horror, a 
manager could have between 4 and 104 targets. We found one finance person who 
had over 80 financial targets assigned to him from country, region, global and divi-
sion.

• We had HR people with a full-time role to kick off the PMP season; people actually 
used to wish each other happy PMP.

‘We were babying managers 
not giving them ownership and 
accountability to own and run 
their own businesses.‘

‘It can become a chore rather 
than an engagement tool; it 
becomes a process rather than 
an enabler to fuel performance.’
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• We spend a lot of time and effort on the process but not sure it’s driving the right 
outcomes

• Bottom line was old-school people would take a month to do it. Managers spent 
hours in calibration meetings talking about every single person, huge burden on 
management.

This was backed up in the desk research:

They calculated the number of hours its managers spent doing performance reviews. 
Their 2,000 managers spent a total of 80,000 hours away from their primary business 
doing reviews that did not improve employee performance and caused high rates of 
voluntary attrition.18 

In a survey of our people leaders worldwide, we found that on average for the whole 
year, our existing performance review process took leaders 7.5 hours per direct report. 
This was a lot of time on a process that wasn’t producing anything.19 

Specifically, we tallied the number of hours the organization was spending on 
performance management—and found that completing the forms, holding the 
meetings, and creating the ratings consumed close to 2 million hours a year.20 

Performance management is regarded as an administrative burden to be minimized 
rather than an effective strategy to obtain business results.21 

3.	The	focus	was	on	the	process	so	people	lost	track	of	what	it	was	actually	
meant to achieve
• We were so focused on the process, we’d lost track of what we are trying to do; so 

we’ve stripped away all the scaffolding to focus on what we’re trying to achieve.

• We still have to adhere to boundaries, but there have been huge arguments with 
HR who are so focused on hitting the bell curve. I manage several teams and coun-
tries where I had an excellent country. I would want to have a higher distribution 
curve but there was no flexibility, no trust in my judgement. It was a very annoying 
painful process and only added frustration. 

• Writing down information about performance doesn’t drive performance, discuss-
ing performance does.

• In the past we had lots of false assumptions. If we have 100% of forms people, we’re 
getting great feedback when actually they were all vanilla.

• Lots of focus on documentation and hitting the bell curve.

• The system captures it from the point of view of ease and recording, but it’s the 
behavioural and attitude, which we’re losing, that concerns me.

• The whole thing seems to be another example of forcing managers to do something 
that helps HR but adds complexity and confusion to managers

• We used to do traditional performance management. We set goals at the beginning 
of the year and then put them in a draw and never looked at them. We pulled them 
out at year-end and spent 14 hours writing how we’d achieved the goals. Then the 
boss said you did OK, manager commented, assigned four-point rating vs forced 
distribution. 75% got average. It was done to hit a budget. 

• It isn’t about motivation or demotivation; it’s about strictly sticking to a bell curve 
to control costs.

• It was not about a conversation; it was all about a calculation.

• They have processes, but staff still aren’t being managed. Others lose the process, 
have low compliance, but performance is being managed. Their language is all 
about performance, the process itself is irrelevant.

‘We were so focused on the 
process, we’d lost track of what 
we are trying to do; so we’ve 
stripped away all the scaffolding 
to focus on what we’re trying  
to achieve.’

‘Writing down information 
about performance 
doesn’t drive performance, 
discussing performance 
does.’
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• In the training, the first slide is about why performance management is so impor-
tant, but by slide three we’re into the detail… so we lose track of why it matters in 
the details of how we do it.

• Actually it’s a reward allocation process so let’s not kid ourselves.

• Our business isn’t just about work being sold and charged, it needs all the other 
stuff to drive a sustainable business but they are not rewarded.

• HR hated role of being watchdog and programme managers.

• Doing it annually is laughable as the business is changing so fast.

• The feedback was ‘it’s a very mechanical process, it’s over engineered’.

• Often over-stylised system that eats up hours, but what’s the psychological con-
tract?

• We are 10th out of 10 competitors on organizational performance and yet we con-
sistently rate individuals at 150% against goals so you’d think we’re a consistently 
high-performing organisation. That is undeniable and quantifiable.

• In focus groups with directors we asked ‘to what extent do performance manage-
ment tools help?’ We got terrible ratings. It was viewed as a corporate mandate 
that doesn’t add value.

• It’s become more about the process than the outcome. If I’m honest, it’s become a 
tick-box exercise where we don’t measure outputs. If everyone has objectives and 
they’ve been through the process that’s enough.

• Once you have a ranking, felt like that was a box you are characterized in vs a 
conversation around when you are doing your best and when not and what to do 
about it vs you are a four or a five.

• It was focused on rating management. It didn’t motivate behavioural change or  
put them in a mindset to be coached or perform.

4.	The	process	wasn’t	only	neutral	it	actually	had	a	negative	impact	 
on motivation
• Pay for performance was dated and tired and systematically p***** off half the 

organisation so why would we do that? When we analysed the feedback we didn’t 
really differentiate reward enough for it to be meaningful, we never gave someone 
an iPad and someone a bag of Maltesers, we gave someone a little bit extra but this 
didn’t incentivise high performance.

• Very hard to talk about improvement if in the next sentence you rate them.

• Nothing p***** people off more than to be a two or three on subjective criteria. 

• When it comes to merit rewards from 2.85 to 3.15% it’s crazy when it’s so small. By 
the time you go through the maths, it’s £50 per person. It doesn’t motivate people 
to perform. 3.15% doesn’t motivate, but who gets 2.85% is p***** off so we p*** off 
50% but don’t proportionately motivate the others. Why not just give everyone the 
same, give everyone 3%, saves man-hours, everyone feels fairly treated. The ques-
tion is how to motivate performance, but this wasn’t an incentive it just annoys the 
organisation.

• When we talked to managers, successful feels like average; don’t want to tell people 
they’re middle of the road.

• Rating more often demotivates, especially the 65% who get average. Everyone 
wants to be exceptional.

• We got negative feedback about the process, the lack of fairness and transparency; 
managers treated it as a dark art.

‘Doing it annually is laughable as 
the business is changing so fast’.
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• In our business, it’s clearly about sales targets and billable hours, but in reality per-
formance is far more nuanced; quality of delivery, creativity, dissemination of IP, but 
the clunky process and focus on rewards override all the other elements.

• Employees felt no more inspired, engaged or rewarded.

• Managers felt they were a victim, putting employees in a bucket…Employees felt 
victims so what’s the point of the conversation as managers forced to give message 
they didn’t agree with. 

• The link to pay can inhibit the dialogue, which is stifled by the fact a pound sign is 
hanging over the conversation. Managers have talked about the disengagement 
and carnage the numbers create.

• It leads to frustration for managers and employees. You say we don’t see you as a 
good-enough manager, but I’ve delivered my numbers and you’ve given me a 100% 
bonus so what are you telling me?

• We’re not transparent. We want to motivate, but there’s a serious mismatch. We 
have a real motivation issue when you speak to staff. It doesn’t matter what I do, I’ll 
get a three, as ones and twos are allocated to specific people.

• If not an inhibitor of performance, it wasn’t acting as a strong motivator.

• The fact is we use it to give salary increases. If we didn’t have the rating, we would 
miss something, but the point is we don’t want to demotivate so not sure we tell the 
truth.

• We talk about differentiation and then give managers a 2% merit increase.

• Millennials want and deserve high-quality feedback. I’m not sure the conversations 
do that, they may disengage solid 60–70% who do a good job and are vital.

• There was a maniacal focus, especially with engineers, to ensure everyone is meas-
ured in some way.

• We looked at secondary research, we surveyed employees and what motivates 
them is professional growth and we are pants at it and performance management 
didn’t support it at all.

The academic research supports the hypothesis that performance management 
can have a negative impact. This is not a new insight in 2015. One study in 1965 
in GE, often hailed as the high priests of comparative appraisals, found:

We undertook a study several years ago to determine the effectiveness of our 
comprehensive performance appraisal process. And we found out some interesting 
things:

• Criticism has a negative impact on achievement of goals

• Praise has little effect one way or the other

• Coaching should be a day to day not a once a year activity

• Interviews designed primarily to improve a man’s performance should not at the   
 same time weigh his salary or promotion in the balance

Appraisal interviews attempt to accomplish the two objectives of providing written 
justification for salary action and motivating employees to improve his work 
performance. The two purposes are in conflict with the result the traditional appraisal 
system essentially becomes a salary discussion. The appraisal discussion has little 
influence on future job performance.22 

In 1970, another study of technology companies found:

Performance appraisal touches on one of the most emotionally charged activities 
in business life – the assessment of a man’s contribution and ability. The signals he 
receives about this assessment have a strong impact on his self-esteem and on his 
subsequent performance. The probability is therefore that for 70 to 80% of all  
personnel a comparative ranking would be a deflating experience.23 

‘In our business, it’s clearly about 
sales targets and billable hours, 
but in reality performance is far 
more nuanced;’

‘The link to pay can inhibit the 
dialogue, which is stifled by the 
fact a pound sign is hanging over 
the conversation.’ 

‘Appraisal interviews attempt to 
accomplish the two objectives 
of providing written justification 
for salary action and motivating 
employees to improve his work 
performance. The two purposes 
are in conflict with the result 
the traditional appraisal system 
essentially becomes a salary 
discussion.’
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This has been reflected in more recent academic research:

It seems clear that for many people self-perceptions of their organizational or work 
performance are closely aligned with their feelings of self-esteem, and thus they 
want to believe that they are making important contributions. Any appraisal system, 
then, that provides data, whether explicit or implicit, on how one ranks compared to 
one’s peers is likely to generate some loss in positive feelings on the part of those who 
are not (as is the case in any ranking system) in the upper part of the distribution. 
Furthermore, this study demonstrates that such reactions are not confined only to 
those with clearly unsatisfactory performance but may extend to most of those below 
the upper rankings. This would suggest that organizations need to consider carefully 
how their appraisal systems affect not only the attitudes and performance of those 
ranked at the top, but also those ‘solid citizens’ who are performing at acceptable, but 
not outstanding levels.24

I believe it’s immoral to maintain the facade that annual pay and performance 
reviews lead to corporate improvement, when it’s clear they lead to more bogus 
activities than valid ones. Instead of energizing individuals, they are dispiriting and 
create cynicism. Instead of stimulating corporate effectiveness, they lead to just-in- 
case and cover-your-behind activities that reduce the amount of time that could be 
put to productive use. Instead of promoting directness, honesty and candour, they 
stimulate inauthentic conversations in which people cast self-interested pursuits as 
essential company activities.25 

Employee performance reviews don’t improve a company’s performance. Destruction 
of teamwork and employee stress caused by maintaining the performance appraisal 
process is a distraction and drain on productivity.26 

The other issue here is the potential conflict between individual and 
organisational aspirations:

The biggest conflict, however, is between individual and organizational goals or 
objectives. The individual desires to confirm a positive self-image and to obtain 
organizational rewards, such as promotion or pay. The organization wants individuals 
to be receptive to negative information about themselves in order to improve their 
performance and promotability. It also wants individuals to be helpful in supplying 
necessary information. The conflict is over the exchange of valid information. As long 
as individual employees see the appraisal process as having an important influence 
on their reward (pay, recognition), on their career (promotions and reputation), and 
on their self-image, there will be a reluctance to engage in the kind of open dialogue 
required for valid evaluation and personal development. The poorer the employee’s 
performance, the worse the potential conflict, and the less likely that there’ll be an 
exchange of valid information.27 

5.	The	individualised	nature	of	the	process	discouraged	key	behaviours	
including innovation, collaboration and long-term thinking
• The rating actually discouraged co-operation and managers were saying ‘why 

would this help me manage my team more effectively?’ 

• This was hindering sharing and innovation as people focused on their own rating 
and performance as it triggered salary and bonus.

• At the heart is the contradiction of individual bonus versus collaboration. If I 
wanted this I would increase base pay and reduce bonus and recognise moments of 
performance. We pay a lot of money and yet the noise you hear is it doesn’t gener-
ate the results. 

• Traditional performance management is not designed to drive innovation and crea-
tivity; it’s designed to squelch it.

•  When we put money on the table our customer scores fell. Over the last 9/10 
months we got fantastic results so it’s not about the money. It came back without 
additional incentive. The danger is the incentive drives dodgy behaviour; the target 
becomes the be all and end all. You have to be careful; you get what you pay for.

‘Employee performance reviews 
don’t improve a company’s 
performance. Destruction of 
teamwork and employee stress 
caused by maintaining the 
performance appraisal process 
is a distraction and drain on 
productivity.’

‘Traditional performance 
management is not designed to 
drive innovation and creativity; 
it’s designed to squelch it.’
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•  Our pure individual focus made our people not have a culture of sharing. We believe 
and see we can best succeed when people work together. If it’s individual then eve-
ryone works for himself and does not contribute to the community.

• With ratings and a distribution curve, you had internal competition not just divi-
sion to division but individual competition within the team so my energy isn’t on 
competing with outside, my energy is getting one over a colleague.

• The mindset was I will get my objectives done without looking at governance or 
ethics which resulted in multibillion dollar litigation, 6,000 court cases, that was 
not performance.

• With individual goals, people are focused strictly on these and lost sight of the rest 
of the business, what you get is what you measure but we left some things outside.

Again the research supports this:

Forced rankings of employees and rating scales foster competition instead of the kind 
of collaboration and teamwork that drives better business performance and customer 
experiences.28 

Performance reviews, with their rating scales and distribution curves, destroy 
teamwork. Employees are forced to compete against each other for the highest 
ratings.29 

6.	The	negative	impact	of	forced	distributions
• Under the process if there’s a team of five, you have to have one below par, which is 

demotivating.

• With moderation used to see lots of changes on ratings and managers blamed the 
moderation.

• Forced curves create all sorts of negative behaviours. In one case you can’t be pro-
moted without two 4s in last two years so if you want to promote someone they 
game the systems to get the desired outcomes.

• When we do audits and interviews, gaming is so endemic that changing the rating 
system won’t have any impact. People aren’t stupid; if there are rules about getting 
promoted no matter what the bell curve is they will game it.

• People were so negative towards it. It was seen as a fait accompli that actual per-
formance didn’t influence outcome...I know for sure it wasn’t cascaded… CEO and 
his direct reports ignored actual ratings and forced managers to move into distri-
bution. Managers then used this as an excuse to push people down.

• Once managers calibrate they have to feedback to individual, which feels like I’m 
being prejudged. Doesn’t feel like the right way round. Our process doesn’t encour-
age individual involvement.

• Calibration is still bruising, it’s still political, it depends on manager’s ability to 
argue their corner, it’s posturing…people still squabble like parents over whose is 
the best-looking kid. It comes back to first principle; the philosophy of it being in 
service of pay for performance is flawed. (We will return to this final point later)

In the Mercer study cited earlier they found one third used forced rankings, but 
only 5% of them felt it improved their effectiveness.30 

Again this is backed up by research:

Many large corporations take internal competition one step further formalizing it 
into forced rankings…creates levels of competitiveness and distrust that makes the 
system uncreative…It leads to employees focusing on competing with each other 
than competing with other companies…The various permutations of forced rankings 
generate a persistent sense of threat…working under a persistent sense of threat 

‘Forced rankings of employees 
and rating scales foster 
competition instead of the kind 
of collaboration and teamwork 
that drives better business 
performance and customer 
experiences.’
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carries a cognitive cost as fear drains our capacity to think and learn…Competition 
puts value on secrets, encourages a lack of transparency, the hoarding of information 
and discourages the desire to share or collaborate.31 

In a recent Novations Group survey of more than 200 human resource professionals 
with more than 2,500 employees even though over half the companies used force 
rankings the respondents reported that this approach resulted in lower productivity, 
inequity, scepticism, decreased employee engagement reduced collaboration, damage 
to morale and mistrust in leadership.32 

We couldn’t find a shred of evidence that it is better to have just a few alpha dogs 
at the top and treat everyone else as inferior. Rather, the best performance comes 
in organizations where as many people as possible are treated as top dogs. If you 
want people to keep working together and keep earning together, it is better to grant 
prestige to many rather than few, and to avoid big gaps between who gets the most 
rewards and kudos.33 

A forced ranking approach will not work unless employees understand what is 
expected of them, there are fair procedures for reviewing and classifying levels of 
performance and employees trust their managers to use these procedures to assess 
their performance correctly. These are exacting requirements. A mechanistic ‘rank 
and yank’ system will only create a climate of fear and will at best inhibit and at worst 
destroy any possibility that performance management is perceived and used as a 
developmental process.34

Using indicative ranges, quotas or forced distribution systems pushes managers to 
make ‘relative’ assessments of their staff – often as part of a moderation process with 
other managers – that can often resemble crude ‘horse-trading’. They are making 
rating decisions to ensure that the score profile in their team or department broadly 
fits the indicative ranges. The consequence of this can be that an individual may score 
a box 2 when assessed against their objectives, but be given a box 3 rating because 
there are already ‘too many’ box 2 performers in the team. This can be confusing 
for everyone and demotivating for those staff who are ‘moderated’ down to a lower 
rating.35

7.	The	reliance	on	manager	judgement
• Some directors overrate vs others; does it really reflect performance or are they 

softer?

• Over time there is less differentiation. 75% are in the middle. A few got underper-
forming, few more on the positive side, so very reason to do it isn’t working, as 
managers don’t differentiate performance.

• Lot of effort to educate and up-skill managers in how to assess performance – tools, 
workshops, guidelines but if you don’t do this regularly it comes down to instinct or 
bias as in theory there is a template but in practice very few managers follow it.

• I can’t differentiate my top performers, as 70% of my people are top performers. 
People are resistant to address sub-par performance, as they can’t backfill the 
sub-par performers so it’s better to keep them.

• Data says managers are more likely to give a rating on performance not about how 
they delivered it.

In the previously cited survey of 391 organisations by SHRM, only 46% agreed 
with the statement that managers at their organisations ‘did an effective job of 
differentiating between poor, average and strong performers’.36

Professor Culbert from UCLA, who was mentioned earlier, has challenged the 
reliance on management judgement:

Most performance reviews are staged as ‘objective’ commentary, as if any two 
supervisors would reach the same conclusions about the merits and faults of the 
subordinate. But consider the well-observed fact that when people switch bosses, they 
often receive sharply different evaluations from the new bosses to whom they now 

‘The various permutations of 
forced rankings generate a 
persistent sense of threat…
working under a persistent sense 
of threat carries a cognitive cost 
as fear drains our capacity to 
think and learn’

‘We couldn’t find a shred of 
evidence that it is better to 
have just a few alpha dogs at 
the top and treat everyone 
else as inferior. Rather, the 
best performance comes in 
organizations where as many 
people as possible are treated as 
top dogs.‘
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report. To me, this is just further proof that claiming an evaluation can be ‘objective’ 
is preposterous, as if any assessment is independent of that evaluator’s motives in the 
moment. The absurdity is even more obvious when bosses – as they so often do – base 
their reviews on anonymous feedback received from others. This illogic is highlighted 
in the contemporary performance-reviewing fad called ‘360-degree feedback.’ Hate 
mail, I suppose, is similarly ‘objective.’ People are told, ‘I can’t tell you who said this,’ 
as if the alleged truth-teller has no axe to grind and the allegation is unrelated to 
a specific motive or a disagreement in a relationship. Come on! Isn’t ‘anonymous’ 
just a slicker way for people to push what’s in their political interests to establish, 
without having their biases and motives questioned? What will it take for people to 
really understand that any critique is as much an expression of the evaluator’s self-
interests as it is a subordinate’s attributes or imperfections? To my way of thinking, 
the closest one can get to ‘objective’ feedback is making an evaluator’s personal 
preferences, emotional biases, personal agendas and situational motives for giving 
feedback sufficiently explicit, so that recipients can determine what to take to heart 
for themselves.37 

The academic research:

Their study—in which 4,492 managers were rated on certain performance dimensions 
by two bosses, two peers, and two subordinates—revealed that 62% of the variance 
in the ratings could be accounted for by individual raters’ peculiarities of perception. 
Actual performance accounted for only 21% of the variance.38 

Although it is implicitly assumed that the ratings measure the performance of the 
ratee, most of what is being measured by the ratings is the unique rating tendencies of 
the rater. Thus ratings reveal more about the rater than they do about the ratee.39 

Managers’ use of their own idiosyncratic rating standards not only undermines the 
accuracy of performance measurement but can also lead to perceptions of unfairness, 
with consequential negative impacts on employee attitudes and motivation40

The literature also identified a phenomenon called rater bias that plays a significant 
role in the veracity of performance management and occurs from a lack of proper 
training. When asked if they had ever observed such biases by a supervisor 71% claimed 
they had indeed observed such behavior.41 

‘this is just further proof that 
claiming an evaluation can be 
‘objective’ is preposterous’

‘62% of the variance in the 
ratings could be accounted 
for by individual raters’ 
peculiarities of perception. 
Actual performance 
accounted for only 21% of  
the variance’
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Stage 3. What are we trying to 
achieve?
The third question organisations are asking is where is the organisation going, 
what is its strategy and how can performance management help it get there? 
In designing their approach to performance management, these questions 
are uppermost in their minds, not what is HR trying to achieve. They look at 
the challenges their organisation is facing in achieving its strategy and identify 
how performance management can help overcome them. This future context 
is one contextual element that drives good design, but the current context is 
also important. It is critical to consider what culture you have. Many examples 
of best practice are in organisations with very forward-thinking cultures. So 
you can’t simply replicate what they do if you don’t have their culture or you are 
driven by different organisational objectives. The interviews highlighted this 
way of thinking:
• The key issue is what works in the culture of the organisation not what is the right 

thing to do. 

• Key is not doing what we do, it’s the process, from what you are trying to accom-
plish to what is the context; where is organisation going, what is the theoretical 
underpinning.

• Whatever you do, make sure it speaks to who you are as an organisation and what’s 
right for your organisation and employees. Don’t take something external because 
it’s the fashion of the day. Adopt it if it makes sense for you; if it doesn’t, ignore it.

• There isn’t a best way; it’s not understanding what other organisations are doing, 
we need to understand what you’re trying to achieve from a strategy/culture; this 
should drive how you do it.

• The question is what is right for each specific company. The key is to go back to the 
beginning; what is the route for the company and how does performance manage-
ment relate to this? 

• Key is to start at the beginning rather than follow the pack.

• We were seen as a ‘nicey, nicey’ organisation so it is tied into a cultural shift to give 
us more of an edge in a difficult environment to compete in a challenging economic 
environment.

• We got rid of the need to write up the mid-year and no one would do it. There is no 
embedded culture of feedback to staff or clients, no reflective time, move on to next 
project really fast. If you take away the requirement to write it up, it won’t happen 
at all.

• We changed the focus from evaluation to helping people grow, learn and continu-
ously improve. We retired the phrase performance management, as it’s something 
from the ’50s.

• We have shifted our business strategy and what that has meant is changes in the 
roles of people with greater cross dependencies so we want people to work in a dif-
ferent way. Our past approach bred unhealthy internal competition. We want to 
deliver results differently through teamwork.

• Design it for the culture you want to have, not just meet people where they are but 
where you want them to be.

• Big risk is we’re looking outside took xxx model, which failed then xxx failed need 
something relevant to us.

‘They look at the challenges 
their organisation is facing 
in achieving its strategy and 
identify how performance 
management can help  
overcome them.’

‘The key issue is what works in 
the culture of the organisation 
not what is the right thing to do.’ 
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• My problem with best-in-class examples is they go in and see what most companies 
do, but what they don’t tell you is why they did it and whether it worked.

• Don’t look at external best practice; your situation is unique, talk to your stakehold-
ers.

• The rest is subjective. I have my personal thinking but they’re not right, the solution 
needs to fit the purpose.

• We had discussions – do we do away with any system and move to a continuous 
coaching culture? But we are so far away from this culture, doing away with the 
system would do us a disservice.

• Over the past two years, starting to shift from a less command and control to more 
of a natural human way to manage people so performance management is an ena-
bling tool, but you wouldn’t call it performance management.

• When I thought about the culture of the business, hands on action, energy, it was a 
world away from a traditional appraisal process so wanted a reflection of how we 
worked.

• I’m fortunate to have worked in different businesses and you can’t simply trans-
plant things.

• We don’t know of a company where it works. I joined this company to get away 
from the dehumanising elements of corporate life, of which performance manage-
ment is one.

• What triggered it is when the organisation is saying we want something. It’s driven 
by business, as soon as it’s driven by the HR function you’ve lost.

• We’re not interested in best practice but linking it to our culture. We are driven not 
by what others do but applying it to our minds in a way that works for us.

It was interesting how when we asked them why they have performance 
management, the more innovative organisations were crystal clear and they 
could articulate this reason without having to think about it and could do it very 
simply. 
• Performance management helps us implement our business strategy.

• To align employees and delivery of strategy.

• The objective is aligning resources. We are a global organisation of 4,000 people 
across 20, often remote, locations so we want to align individuals to strategic objec-
tives.

• It’s a key element to create the glue and culture of the organisation so everyone 
knows what they’re doing rather than being in a vacuum.

• It is part of a corporate renewal programme. We had underperformed as a busi-
ness but had high individual performance so we needed to recalibrate what good 
performance looks like, the old exceptional is the new OK. 

• It must fit the culture, but people here are used to getting things as an entitlement 
so have to change this mindset to a more commercial mindset.

• Our performance management process focuses more on performance less on man-
agement.

• Ultimately it’s about getting the best from our people.

• We want both the company to have good results and the individual to be able to 
grow and develop.

• Creating an environment where feedback is expected and understood.

• We’re a growth company so it’s really important to know who in our current popu-
lation have potential. 

‘It was interesting how when 
we asked them why they have 
performance management, the 
more innovative organisations 
were crystal clear and they could 
articulate this reason without 
having to think about it and 
could do it very simply.’ 
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In the interviews when we asked ‘why do you do performance management?’, 
these were the common answers:

In some interviews, the reasons were confused, unclear and in too many cases 
driven by the need to facilitate HR-centric processes, especially compensation. 
In some cases, it appeared as if performance management was the answer to all 
HR’s desires, providing ratings that could be used to drive base pay, recognition, 
development and training, organisational reorganisations and RIFs and future 
decisions about talent management, succession and career progression. They 
had often lost track of the complexity this was driving and the impact this was 
having on manager and employee engagement with the process:
• There were very often conflicting purposes. We tried to do way too many things, 

let’s stop treating it like the Swiss army knife of talent.

• Quiet often it’s not performance management, it’s a pay distribution system; they 
worry if we have no rating, how will we allocate rewards?

• The driver as best I understand it is to do with reward, to find ways to reward those 
who contribute more and raise the bar overall.

• I have two hypotheses as to why it survives. One is the rating scale is easier for 
managers to understand; it’s a structure that gives them more confidence. Second 
is the process is used for other purposes. HR says I need a process to distinguish 
who gets more money so instead of managing performance you manage pay or 
even worse short-term individual bonus.

• We have to be clear what the approach is aiming to achieve; we are asking 
ourselves this fundamental question: are we expecting too much of it to deliver con-
tradictory outcomes? So perhaps we need to expect less.

In thinking about changing their approach, in some cases, there was clearly a 
desire to protect the status quo. It appeared that legal or regulatory issues were 
raised as reasons not to change things. Their interpretation of employment 
law has driven some organisations to an overly complex approach, which in 
combination with an under investment in line manager skills creates more 
issues of due diligence. Many of the more forward-thinking organisations 
recognised the issues but challenged whether changing their current approach 
would create real problems. They didn’t ignore them but looked at what was 
the underlying issue, how this outweighed the cost of compliance or could they 
comply in a different way that meets the needs of the relevant stakeholders, 
especially the lawyers:
• We don’t want to waste time writing up documents. Legally it’s a myth as with the 

way most of them are written you are worse off so there was no argument from 
the lawyers.

• Actually we got into legal trouble; we couldn’t use the forms when people were let 
go, as the forms weren’t any good. Legal were fine with no forms.

Why do you do performance management Number
Strategy alignment 18 
Culture and behavioural change 8
Organisational and individual performance 8
Individual growth and development 8
Reward 7
Motivation 6
Talent management 4

‘There were very often 
conflicting purposes. We tried 
to do way too many things, let’s 
stop treating it like the Swiss 
army knife of talent.’
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• Hey presto – someone gets an average to good rating, three months later they have 
to go, but the paper trail doesn’t talk about a low performer.

The desk research supported this view:

Performance reviews hurt companies in lawsuits as often as they help because the 
reviews are inaccurate.42 

Participants were asked if their system had ever been used in legal proceedings and 
whether it had aided in their company’s defense. 72% stated that the system had 
indeed assisted them while 39% stated that it had actually hindered them in legal 
proceedings.43 

In thinking about the way we design it, we would argue that HR should never be 
driven by trying to be credible. HR will be credible by doing things that gives HR 
credibility in the eyes of the business. Nevertheless, in some organisations the 
willingness to change performance management, one of HR’s core programmes, 
as much as the changes they made, did drive their credibility. This shouldn’t be a 
reason to do it, but it can nevertheless be an added bonus:
• What was interesting was the business model was transforming to be more innova-

tive. This (totally changing one of our core HR programmes) was an opportunity for 
HR to be innovative, to support this change, to demonstrate HR innovation, so we 
live the same values the company lives, so we demonstrate relevance.

• Positioning is HR we are always looking to do better for our clients, to provide 
higher levels of customer service so HR are trying to do it internally as well.

Finally, it was interesting to note how some of the HR professionals we spoke 
to saw it as a reward and recognition process, whereas all the CEOs saw it as 
a strategy deployment process. For those organisations where reward is the 
driver for how they’ve designed their current process, we wonder whether 
a focus on strategy deployment would lead them to challenge how they are 
currently doing it. 

‘Performance reviews hurt 
companies in lawsuits as often 
as they help because the reviews 
are inaccurate’

‘we would argue that HR should 
never be driven by trying to be 
credible. HR will be credible 
by doing things that gives HR 
credibility in the eyes of the 
business.’

‘some of the HR professionals we 
spoke to saw it as a reward and 
recognition process, whereas 
all the CEOs saw it as a strategy 
deployment process.’
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Stage 4. What should we focus on?
In stage 3, we noted how the innovative organisations were driven by the needs 
of the business. They also focused on achieving only a few things through 
performance management, rather than trying to create a ‘Swiss army knife’. We 
observed the four main areas of focus were development, the conversation, 
simplification and compensation.

Development
Often based on their external research, a lot of organisations view performance 
management through the lens of personal development. They take a growth 
mindset to performance management. In our opinion, this developmental focus 
is critical to successful performance management and a lot can be learned from 
some of their approaches:
• Recently we moved into career conversations, training managers and directors to 

have career conversations with targeted groups of employees. Much more focus on 
dialogue and self-initiation.

• Individuals have a Career Orientation Review every two to three years. You sit 
down with two levels of management and an HR person and have conversations 
about performance and potential. The person has access to his/her file. They see 
everything said by previous bosses. They make a judgement about themselves so 
everyone is prepared. Once they have agreed a consensus about the past, they 
begin to build a story about the future together, assignments to develop weak-
nesses, so they collaborate to create career scenarios, to open horizons.

• The fundamental driver is to understand training and development needs, match 
output from conversations to strategic competencies. How we ensure we continue 
to build capability of the organisation is the key driver. The one thing the executive 
are asking for from me is to assess the key capabilities of the organisation and how 
we develop further. With a growth strategy, we have to understand if we can con-
tinue to grow.

• Any employee can request a career development conversation with their manager. 
Manager coaches them and makes sure they support their career development but 
employee goes away and works on it.

• Focus on getting feedback to learn, grow and deliver.

• Reviews look backwards, but performance is about learning and moving forwards.

• From fixed mindset, you’re good or bad, to what do you need to do to progress? 
Carol Dweck’s Mindset is the fundamental underpinning.

• It is stupid to differentiate performance from development.

• The mindset is everybody in the company should get an A not a bell curve. Know 
very well it might not be reality but sole purpose is to get everybody to A perfor-
mance not mediocre, that’s boring and demotivating. I’m an individual and I want 
you my manager to help me be successful. We try to nurture everyone.

• The fundamental belief is everything is about growth, growth for the company but 
also growth for the individual.

• Make sure conversations are focused on learning and growth.

‘They take a growth mindset to 
performance management. In 
our opinion, this developmental 
focus is critical to successful 
performance management’

‘Reviews look backwards, but 
performance is about learning 
and moving forwards.’
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The conversation
We asked all interviewees for their two or three key tips. 

What would be your key tips for successful performance 
management?

Number

Focus on conversation 17 
Drive what you do out of a few future business needs 14
Simplify 10
Get leadership commitment 8
Don’t be afraid to take risks 7
Don’t pretend you have it right first time so take time 6
Don’t rely on the system/process 5
More communication 5
Do external research 5
Measure outcomes not process 4
Develop managers’ ability to manage performance 4
Focus on development not rating 3
Develop employees’ ability to take ownership of their own 
performance

3

Don’t focus on compensation 2
Don’t be driven by the technology 2
Flexibility 2
HR must actively intervene and drive consequences 2
Create non-manager careers for those who aren’t good  
at performance

1

Don’t change it for the sake of changing it 1
Follow through on decisions made 1

The reason to show this table here is that we’ve already noticed that a key was 
to drive the approach out of the challenges the business is facing now and in 
the future, but the most frequent piece of advice for successful performance 
management was to focus on the conversation. This means a drive for better 
quality conversations that focus on development, are forward looking and that 
are carried out more than once a year, though it is interesting that in an SHRM 
study of 391 organisations in the US in 2014 72% carried out appraisals once a 
year.44 This is worrying, not only because in the current climate and based on 
previous research we would argue these developmental conversations need 
to happen more frequently, but depending on where in the cycle an employee 
joins it may be up to a year before a conversation is had by which time they may 
be set in their ways.
• The big change is the focus on the conversation.

• The shorter the form, the longer the conversation. We trust managers to have the 
right conversations.

• It’s not about the process; it’s about conversations. So we have resisted tinkering 
with the process.

• Lesson is focus on the quality of performance conversations not on the tool, many 
people relate it to the system but it’s not the tool, it helps but it’s not the core.

•  We have found managers are good at quantitative and terrible at non quantitative, 
speak too much about themselves, get embarrassed, lie.

‘the most frequent piece 
of advice for successful 
performance management was 
to focus on the conversation.’
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• The system isn’t the be all and end all; it’s just there to record ongoing conversa-
tions, but to be honest sometimes they’re not happening at all.

• Very little to do with the form; everything to do with the quality of the conversa-
tion. It all depends on how the manager handles it. You can come away deflated, or 
a more diplomatic manager, who is more constructive, motivates you.

• Gone from single rating which puts you in a box into something that’s more emer-
gent.

• Humans tend to avoid challenging conversations. We end up using the bell curve as 
a crutch without realising it, but it’s the strength of the conversation that makes 
the difference.

• Rightly or wrongly, managers don’t always sit down with their staff. We’d be happy 
if they use a blank sheet of paper so long as they are having the conversations

• The more we orientate it as a development conversation the more beneficial it is. 
We still have a one to five rating, but I think this makes little sense.

• A five-point rating doesn’t work here; people get hung up on the number, whereas 
we want to focus on the quality of the conversation.

• What I’ve observed is the whole terminology about performance management 
frightens people. We need to dispel the myth and if you lose the terminology and 
get to the crux of it, it’s about conversations. Removing the label helps.

• We’re inherently introverted as an organisation so trying to get people to talk is a 
very big challenge for us.

• We discuss what employees are doing in four Cs: Career – to what degree are my 
aspirations and ambitions aligned; Capabilities – skills and competencies in current 
role and forward roles; Connections – the degree to which individuals foster and 
leverage energy producing relationships with peers; Contribution – progress vs 
goals.

• It’s not about the number but about the conversation. This is what we tried to push, 
but it must be concrete and specific.

• We want something to facilitate conversations but more an enabler than some-
thing to pull them away from more important things.

• We’ve tailored it to be more about the conversation, how we work together. We 
want to ensure there’s a healthy dialogue ideally monthly not just once a year, not 
necessarily structured but even if it’s over coffee.

• So the philosophy is to align and adjust throughout the year by having a minimum 
of four/five pulse conversations to adjust goals against any changes in the organisa-
tion.

• We really, really push managers to become good communicators, great at regular 
feedback. Rating should never be a surprise; it’s the responsibility of the manager to 
let their people know if they are on the mark versus the job. Managers ask how will 
employees react to this; well they shouldn’t react they should know, it shouldn’t be 
a surprise.

One final point here is that as we seek to rebalance the performance 
management approach from a faceless process and system to employee–
manager dialogue, the need for managers to acquire employee data increases.

Simplification
In the table, we reported that the third tip was to simplify the process. We’ve 
already noted the outbreak of ‘PMEI’ (performance management expectation 

‘Very little to do with the form; 
everything to do with the quality 
of the conversation.’

‘A five-point rating doesn’t work 
here; people get hung up on 
the number, whereas we want 
to focus on the quality of the 
conversation.’
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inflation). This is a new disease that has broken out where everyone in HR wants 
performance management to achieve their goal with the result that more and 
more roles have been identified by different parts of HR. As a result, increasing 
numbers of features are added, turning performance management into a soul-
sucking monster. For many organisations there has been a major drive to make 
it simpler for managers. It is more likely that they will engage with something 
simpler if they can see a legitimate reason for it than something that is overly 
complex and time consuming, which seems to add value primarily to HR.
• With a huge population, you can’t deal with complexity so make it simple. 

• We haven’t changed it dramatically; we’ve just made it simpler and easier to use.

• It needs to be intuitive to help make it easier for managers. Previously talent review 
used a comprehensive range of skill indicators, but people are lazy and just stuck it 
in a nine-box matrix.

• I’d rather do something that is 100% used that captures some of the information 
you’d like than something that captures 100% of the information but isn’t used.

• In terms of the profile of the organisation and our people, it needs to be very simple 
otherwise there’ll be a nice framework anchored in theory and best practice but no 
one will use it. We’re very hands on, very production oriented, we don’t like sophisti-
cated things. If you have bureaucratic approvals you lose momentum.

• We are trying to strip back the admin to make it more line manager led, much 
more about the dialogue than going through the ritual.

• The first objective is prioritisation, always more you can do.

• We have an explicit performance management project to simplify the process and 
streamline the systems we want to free up more time for conversations.

• Many of us in HR try to solve everything for everybody. Every time you get a ques-
tion you want to create a tool or template to address them. You have an intranet 
site. Then there are 47 links to answer every question but no one knows where to go 
to get the answer. We have to cut it back, but then we rebuild the monster.

• You can study all of this and look at all the nuances but, at the end of the day, for 
the people doing it in the trenches it will always be important but never urgent so 
make it as simple as possible for the people doing it.

• We made it simpler. We told the CEO we will hold business accountable. If managers 
are good we don’t care, but we used the survey that says if you’re not good HR rec-
ommends you rethink how to do it.

I’ve worked in HR departments where we have produced some great stuff but the 
reality is that it never got used. Instead, we decided we’d rather do something that 
is 100 per cent used but only captures some of the information you’d like, than 
something that captures 100 per cent of the information but is not used enough. This 
way, the focus is not on filling out the form, but on the conversation you have. The 
shorter the form, the longer the conversfation.45 

Compensation
It is clear that in many organisations performance management is primarily a 
pay for performance system. Indeed, in the table above, six of our interviewees 
identified it as the driver for performance management, while in many others it 
was clearly a key driver. In most of those cases, these organisations operated in 
industries where reward has traditionally been a key driver of retention:
• The driver is to create real differentiation for comp. 

•  Employees want to understand how reward is allocated. If you take it away people 
are nervous. How do you explain why some people get more?

‘For many organisations there 
has been a major drive to make 
it simpler for managers. It is 
more likely that they will engage 
with something simpler if they 
can see a legitimate reason for 
it than something that is overly 
complex and time consuming, 
which seems to add value 
primarily to HR.’

‘We are trying to strip back 
the admin to make it more line 
manager led, much more about 
the dialogue than going through 
the ritual.’

‘we decided we’d rather do 
something that is 100 per cent 
used but only captures some of 
the information you’d like, than 
something that captures 100 per 
cent of the information but is 
not used enough.‘
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• Revenue is the big driver. If they’re putting revenue on the table they expect to be 
rewarded for it, if not they’ll go elsewhere.

• Money is a very high motivator, so you need to know your audience.

• The problem is we compete in a market with a disproportionate focus on rewards; 
everyone we hire and we have could get more money so we cannot avoid some of 
the focus on extrinsic rewards.

• Not everyone cares about money, but the minute you publish a list and they’re not 
top then they care. 

It must be said that some organisations that have moved away from ratings 
but still believe in pay for performance have an issue in how to make the link 
between pay and performance. In some cases they have fudged it with HR and 
managers having a shadow rating scale that is used to drive compensation 
decisions. But, one has to ask, if enhancing motivation drives them, will a 
shadow system that people know is happening have an even more negative 
impact than one that is up front?

The more fundamental question is whether more pay motivates or demotivates. 

The academic research would question whether this is the case.

The simplest view is:
• Pay people well.

• Pay people fairly.

• Then do everything possible to take pay off people’s minds.46 

In his research, Professor Adrian Furnham has questioned the whole 
performance-related pay approach and has identified where and how to use 
money to motivate:

• Pay people what they are worth. If people are paid less than the market rate they 
will feel unhappy and demotivated.

• Make sure pay differentials reflect levels of skill, responsibility and contribution.

• Keep pay confidential.

• Offer employees a share of profits.

• Reward commitment.

• Regularly recognise good work.47 

In our other desk research we found:

Focusing on performance management as a means of deciding on pay awards 
may conflict with the developmental purposes of performance management. This 
is more likely to be the case if ratings are used – the performance review meeting 
will concentrate on the ratings that emerge from it and how much money will be 
forthcoming.48

Merit pay can make individuals ‘single-minded’ and inflexible about performance. 
Employees may only engage in those activities directly related to reward attainment 
and neglect other important but less tangible aspects of the job (e.g., properly 
socializing newcomers to the firm). This potential problem is exacerbated in complex 
managerial and professional jobs because no measurement system can truly capture 
all the potentially important aspects of such work. A merit pay approach may thus 
cause managers to concentrate on short-term achievements (i.e., those ‘blossoming’ 
in the merit pay period) and even to resist attempts to change reward-linked, but 
outdated, activities.49 

Merit pay also may reduce an employee’s ‘intrinsic motivation,’ that is, the individual’s 
intrinsic desire to perform an otherwise interesting and engaging activity. This long-
run loss of intrinsic interest may more than offset merit pay’s short-run motivational 
gains.50

‘Pay people well.

Pay people fairly.

Then do everything possible  
to take pay off people’s minds’

‘Focusing on performance 
management as a means of 
deciding on pay awards may 
conflict with the developmental 
purposes of performance 
management.’
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Some organisations recognise this and we have seen in them a move to a more 
market-focused approach where roles are benchmarked and it is left up to 
managers to decide, with HR advice, what compensation decisions need to be 
made. It is interesting to note that not all managers like this as it stops them 
hiding behind a formula, but the more senior leaders we spoke to in global 
businesses questioned why they are trusted to make huge investment decisions 
but aren’t trusted with comparatively small pay decisions:
• I still have to determine the financial linkage, but I don’t find it difficult to allocate. 

The process is less automated, which is better in the sense when I’m dealing with 
human beings it’s important to spend time ensuring the financial rewards are allo-
cated correctly. I couldn’t do this in the past as the system delivered the outcome.

• I’m given a big budget I’m accountable, for but in the past I wasn’t trusted to make 
comp decisions.

• The focus is on a higher base and very little focus on bonus. Employees would rather 
have an indication that they have done a really good job and get other privileges 
such as training rather than more money.

• What literally happened was we made more distributed decision-making. This year 
all managers made reward recommendations. We literally disconnected perfor-
mance and reward discussion. We wanted people to focus on impact rather than 
inputs so we provided benchmarks on a super high impact person. To avoid unfair-
ness second line manager has the overall perspective and has to approve reward so 
one individual cannot completely influence reward.

• We had five ratings and five reward outcomes; now we have an opportunity from 
zero to max but much more iterative to span the spectrum of performance.

• We got rid of individual bonuses. We only have company objectives. Our targets are 
so complex so either you write a book or get the idea across and talk about it

• We don’t want shadow ratings. Managers have a budget to manage. We support 
them and there is calibration with the leader and the HRBP to look for major dis-
crepancies, but this is not retrospective horse-trading. To avoid bias, comp team do 
look at bias but they assure me the numbers coming back are similar to the past 
but without the crazy structure.

The research shows this is not limited to our interviewees:

Companies such as Motorola Solutions and Kelly Services have pulled the plug on 
numeric performance appraisals, saying a lot of effort was wasted on trying to ‘fit’ 
everybody into the prescribed box. Instead, these companies have unhooked pay from 
the performance appraisal process and instead focus on having managers conduct 
ongoing performance conversations all year long.51 

‘these companies have 
unhooked pay from the 
performance appraisal process 
and instead focus on having 
managers conduct ongoing 
performance conversations  
all year long.’
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Stage 5. Who do we involve in the 
design process?
In our interviews, one of the common themes was that it isn’t enough to debate 
within HR what is required. It is critical to involve key stakeholders in these 
design debates. In addition, the involvement of one key stakeholder, the CEO, 
is a big differentiator in the successful organisations. This was reinforced by the 
desk research:

Committed executives go beyond formal goal setting and year-end discussions. 
They provide regular coaching and feedback to directors and hold their directors 
accountable for doing the same with their teams. They are the role models for others 
to emulate.52 

Executives understand the time and money drain of traditional process and are eager 
to find a process that works and helps retain talent. Senior executives are usually the 
biggest supporters of a change and have the leverage to make it happen.53 

Performance management is also not an option if executives regard the human 
resources function as one completely separate and different from the core operations 
of the enterprise. This concept has a trickle down effect with regard to the degree of 
effectiveness of a performance management system. Specifically the amount of buy in 
senior managers hold in the system had a direct effect on the success or failure of the 
program.54 

This is not just getting the CEO to agree to sign off a message sent by HR. It’s 
about the CEO demonstrating their support by actually using the approach. 
In a lot of organisations, this role modelling was clearly critical to achieving 
organisational traction. In one example, by giving their CEO a language he 
could relate to, he used it for his own conversations but also began ringing 
up managers who weren’t following the process to ask them why. This has a 
massive impact on uptake. The key to getting CEOs to do this isn’t selling them 
something but understanding what would work for them in a language they can 
relate to:
• Buy-in was the absolute key. The CEO didn’t have a great mindset for people. He’s an 

engineer; he’s not interested in training. We needed to give him a language he could 
relate to. The tipping point was when we were talking about an individual who had 
brilliant results but was very disruptive. We were able to get him to think about 
performance against what they achieved but also how they did it. In talking about 
what and how and weighting each dependent on organisational priorities it gave 
him a framework to talk to this problem person. He’s a contrarian so he liked a dif-
ferent approach. The key was understanding what he likes.

• With the CEO’s attention on it, pretty much every manager went through it. We 
didn’t say from centre it’s mandatory but said there’s a system if you want to use 
it. What was mandatory was hitting objectives. HR moved from policies to helping 
business do what it needs to do to be successful.

• Key is senior team live and breathe it, it’s a philosophy.

• Big effort to get leadership team buy-in.

• We involved the executive early in the process, they were helping to co-create the 
process against ‘here’s the process, please bless it’.

• We have benefited from great sponsorship, which has helped cultural objective that 
performance matters, that feedback helps.

‘the involvement of one key 
stakeholder, the CEO, is a big 
differentiator in the successful 
organisations.’

‘This is not just getting the CEO 
to agree to sign off a message 
sent by HR. It’s about the CEO 
demonstrating their support by 
actually using the approach.’
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• Is there CEO backing? Does he take it seriously? Then you see a different behaviour. 
Previous CEO there for ten years and no one did it or did it late, whole process based 
even more on instinct. New CEO suddenly started to do quarterly reviews, did work-
shops, saw other directors got the message. A very important factor is boss’s belief 
and support.

•  It’s a cultural mindset. If you see the leadership team doing it; spending one day 
versus one hour on performance, then it sends the message.

• We rely on top leadership to cascade the message. We have very tight leadership at 
the top, a group of people who are in lockstep over things like this. We get buy-in 
then we do it, versus you will do it.

• It wasn’t sold up to them it was driven by them. CEO wanted to define behaviours; 
the blue print was defined by managers not HR. This was critical to the success of 
the whole thing, as it was all tied into the new organisation. CEO was driving it.

• Original drive for change came from the top, from new CEO. It’s what we need to 
keep and develop and attract talent. This created a very different feel around the 
place.

• Executive now come from organisations that did this. In the old organisation we 
were not professional so we didn’t expect it. Now there’s no debate about it, it’s how 
a professional organisation does it.

• It’s a leadership belief…so we keep it in the tough times. It’s easy when everything is 
fine.

• We used real cases, got buy-in and had less resistance. It takes a lot of time and 
takes a lot of follow-up, but without senior leadership commitment everything else 
is useless.

• The most important is top down cascading of conversations; senior execs take it 
extremely seriously.

• You can use any system, first-class best practice, but it is only as good as people who 
apply it so if leadership aren’t 100% on board and committed it doesn’t matter.

• Leadership is critical. I’ve run lots of performance management processes and the 
best was company that refused to have them. Leaders focused on day-to-day per-
formance without an explicit rating and performance was managed.

• It’s about leadership who say it’s important to have conversations.

• I got my senior leadership team together and they discussed it. They want a system 
to drive production not measure performance. Also drive accountability. When we 
were a small band of brothers there was a strong DNA and solidarity, but it’s more 
challenging when we got bigger.

• The flat structure means I (CEO) directly manage the directors who have two-thirds 
of the organisation below them so it’s making sure they do it and it’s carried on and 
cascaded. So I spend a lot time having coaching conversations on how to do it and 
help them have coaching conversations with their people. 

• CEO talks about it to other CEOs and says your HR people should call mine; that’s a 
pretty good measure of success. 

The lack of commitment in some firms can also be negative:
• It is driven by the CEO who is driven by cost to the absence of anything else. This has 

gathered momentum but she doesn’t understand the damage this is doing.

• It goes right to the top. If feedback doesn’t happen at the top so it feeds down. 

• Biggest issue is no one does it on time. The CEO doesn’t do it till after the deadline 
so management board doesn’t see the urgency so it feeds all the way down. Tried to 
get CEO to do it but it never happens.

‘It’s a cultural mindset. If you 
see the leadership team doing 
it; spending one day versus one 
hour on performance, then it 
sends the message.’
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• Don’t ask people what they want if in 30 years they’ve only had a ratings experience 
from their boss.

• To be brutally frank and honest, we haven’t got universal sign-in from leadership. 

• There’s resistance from top management. They don’t see the purpose; ‘I meet with 
my people, why do I have to fill in a form?’

• Part of challenge in xxx is the generational gap. I don’t think the current top execs 
were ever properly performance managed so they’ve never experienced the depth 
of conversations required; their bosses were trained in terms of pat on the back, big 
cheque, here’s your next job, now off you go.

• If I’m honest some of the ways we’ve improved is we’ve said goodbye to key people 
who have been blockers at board level. We looked at leadership behaviours and 
attitudes and this led to tough conversations and parting company with some 
people, which led to some really good cultural outcomes in the way we do things.

In addition to senior leadership many organisations worked with a wider set of 
key stakeholders.
• We went to the organisation humbly; ‘we don’t know if this is better but we want to 

try something different’.

• We set up a working group from all over the business, focused on influencers and 
people with good insight into their business.

• Typically we go into a back office and come up with our perfect design. Instead we 
jumped onto our internal blog…‘we’re moving away from what we’ve done, but we 
don’t have a plan B so we need your feedback on what worked, what to continue, 
what could new process be, help us co-create a new process’.

• We worked with the business and with unions. It was a very heavy process to con-
vince people it was good for the company and individual.

• We tested ideas in focus groups. We went back to blog ‘here are some high-level 
ideas, what do you think?’ More of an iterative development process, which mir-
rored our agile product development process.

• Taken 18 months from top 150 discussions down.

• Spent six months researching internally, talked to 900 people, deep-dive analysis 
of engagement data, external data, business results and demands of regulator and 
society.

• From day two I started talking about this so it didn’t come out of the blue. ‘I’m 
thinking of doing this, what do you think?’ floated it. This created appetite so when 
we said ‘now we’re going to do it’ they were ready. It was a gradual process of 
stakeholder management. 

• New process wasn’t built by me. I led the initiative, but it was built by representa-
tives from business units. I went back and forth to get buy-in. They went into their 
business units ‘this is our dream, how would you as managers see it?’ It actually 
came from the business especially in a conglomerate where every business unit has 
their own life.

The desk research found a strong correlation between success and this 
involvement in design:

This kind of change is a companywide effort that involves senior leaders from all the 
lines of business. They must commit to work intensely for a short period of time to 
develop a new model. HR cannot do this alone; it needs full support from the business 
units.55 

We believe that fundamental change is needed in how performance management 
is implemented and viewed, from an administrative exercise to the most important 

‘If I’m honest some of the ways 
we’ve improved is we’ve said 
goodbye to key people who have 
been blockers at board level.’
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tool managers have to help them accomplish work through others. In our experience, 
this occurs only when managers and employees see value in the performance 
management system for themselves rather than something that is imposed from 
HR. Engaging these stakeholders in discussions about the philosophy and use of 
performance management as well as design, policy, and implementation decisions 
builds ownership in and value for the system.56 

A final issue was the involvement of external stakeholders, such as unions 
and regulators. In a few businesses, they were seen as a reason to keep their 
traditional approach to performance management:
• If we abandoned ratings, I’d be nervous about justifying fairness in a unionised envi-

ronment.

• We have very strict rules around how to assess performance due to works council.

• We do it to satisfy the regulator. It’s a highly regulated environment. We have to 
report highest paid vs bonus. We have to link it to control elements. We have to 
show the chain of influence and a behavioural rating. They get called out if they’re 
bonussed. 

• Regulator will question. We have to demonstrate to regulator we are complying. 
This is new, never seen it used to this extent.

Now it is impossible in the context of the interviews to say if this is a good 
reason to keep the current approach or experiment, but in at least one 
unionised organisation in a heavily regulated industry they worked with the 
unions and regulators during the design to take their views into account and 
found them willing to go with a very different approach that dropped ratings:

• We worked with the regulator; what they wanted is to see how we address non-
compliance but they want sustainable performance. They don’t want to define high 
performance. We have been through it with regulator, compliance, works council, 
legal and they are all comfortable with the new approach.

‘Engaging these stakeholders 
in discussions about the 
philosophy and use of 
performance management 
as well as design, policy, and 
implementation decisions builds 
ownership in and value for  
the system.’
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Stage 6. How do we roll it out?
It is interesting to note the philosophy of the companies trying new ways to 
manage performance. They weren’t trying to justify their decisions but were at 
pains to point out that they were unsure whether what they’d designed would 
work and were willing to adjust their approach to reality. They didn’t talk about 
the system but the journey they were on: 
• Let me take you on our journey.

• We are only at the start of a journey; it feels like we have a long way to go.

• We’ve been through a real journey over four years.

• Real change is a marathon.

• We have a system, a process, but this is just a means. What matters is what’s spe-
cific to a company and a culture. Best thing you can do is find like-minded people 
and get them to share their approaches, gather feedback and try and do it better 
each year.

• We are seen as cutting edge but it’s a reflection of how bad everyone else is; we 
have so far to go.

• I joined xxx because I thought they’re risk tolerant and willing to try different 
things. Not all of them have worked.

• We beta tested it with global R&D, finance, US sales and IT. We socialised and modi-
fied it based on the feedback rather than rolling it out with a big ‘ta-rah!’

• We said it will evolve, we’ll learn, ask questions and learn from it.

• It’s an art and a science to define what you want to do and it doesn’t come easy; 
you’ve got to keep on refining it.

The desk research again backs this up:

You want to hear what’s working, what needs tweaking, what additions are required, 
and what needs to be changed. Consider using a simple blog that talks about the 
process and encourages employees to respond with their feedback, challenges, and 
suggestions.57 

Finally once implemented a performance management system cannot be static. 
Rather, it must evolve and must be carefully monitored for continuous improvement. 
It must adapt to changing business and organizational climates58 

This also means understanding the complexity of the organisation you are 
working in and creating flexibility in the system so those closest to the business 
can adapt a global approach to address local cultural needs. These needs might 
reflect national cultures but also might reflect different business models. What 
works in Europe might not work in Asia. What works in sales might not work 
in R&D. As an example, it’s no good inflicting a process to meet an HR-driven 
timetable on managers and especially on finance during year-end when they 
are swamped. This also means recognising that it’s the outcome that matters. 
If managers are delivering the desired outcome but in their own way does that 
matter? In some organisations this flexibility wasn’t necessarily built in and local 
HR had taken it on themselves to adapt the global approach to local needs. This 
would seem to be eminently sensible:
• Managers and leaders own it and are able to flex it to fit their business needs and 

context. We it leave it up to managers when to do it; in sales, quarterly makes 
sense, same with finance, but in engineering often two, four or six week sprints. So if 
I’m on a six-week project, I set expectations at the beginning and feedback after six 
weeks.

‘They weren’t trying to justify 
their decisions but were at pains 
to point out that they were 
unsure whether what they’d 
designed would work and were 
willing to adjust their approach 
to reality.’

‘Finally once implemented a 
performance management 
system cannot be static. 
Rather, it must evolve and must 
be carefully monitored for 
continuous improvement. It 
must adapt to changing business 
and organizational climates.’

‘This also means recognising that 
it’s the outcome that matters. 
If managers are delivering the 
desired outcome but in their 
own way does that matter?’
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• We have local implementation to match the country so task is to take a cue from 
the company as a whole but ensure it’s in a setting that applies to a Danish style of 
management.

• A lot of our processes are global, come from central HR, very procedural, what 
we’ve done is to enhance it, wanted to get to conversation, not about ticking boxes.

• In terms of process, taken central product and customised it to achieve locally. From 
my perspective, we went for forgiveness, aligned enough, compliant enough not 
to frighten them. We are adept at knowing how far to go without frightening the 
horses.

• In terms of embedding it, make it something that works for managers. If it fits with 
your team’s work patterns do it your way. We won’t get ‘anal’ about how you hold 
conversations, but it’s about empowering managers to have them their own way.

• Objective is employees have clear expectations and get clear feedback. How you do 
it is up to you. If you want a format up to you. If you want to use HR that’s fine. 

• My role at group is to set up frameworks and overall guidelines, but training is done 
at business level. I sent out an overall slide deck but you adjust it as you see fit.

• We’re in 60 different countries. Just look at the diversity of styles between China, 
India and US or engineer versus HR and their degree of pragmatism. So be light on 
the process and focus on the desired outcome so you hold people accountable for 
the outcomes, but if you get outcomes great. Extreme clarity on outcomes and role 
but give them flexibility on approach.

• It’s an IT-driven system that relies on written English, but there are real practical 
issues around culture and behaviour; how do you give feedback in a culture where 
it’s not accepted?

• There is a global IT system that has been imposed on us with no consultation. There 
is a globally defined set of behaviours such as ‘put yourself in someone else’s shoes’ 
but this doesn’t translate into Russian or Polish. The system is totally aligned to 
these behaviours, but no one can fit what they want to say into these boxes.

• We have two approaches. For junior consultants and tech people we have a process 
based more on development with common team targets. For upper levels linked to 
clear targets which effect their bonus

• Performance management varies in different parts of the business as we do have 
areas of the business that have do it more transactionally; very clear objectives, 
very clear where you’re meeting them. In other areas, more about careers, more of 
a values based, more about the ‘how’.

• Understand one size doesn’t fit all. Imposing a generic process isn’t always the right 
thing to do. As HR people we want consistency and transparency. We get carried 
away when things aren’t done the same way, but sometimes you’ve got to accept 
that you don’t all do it the same, but you can be fair.

• We are very flexible. We leave it to the top person in the region to determine, but 
there are guidelines.

•  One size does not fit all. You need to know your audience.

The desk research backs this up:

Individuals differ in their needs for performance evaluation and development. 
Upwardly mobile employees may desire and need more feedback about performance 
and promotability than less upwardly mobile employees. They will also need longer 
and more frequent developmental discussions. Similarly, more confident and open 
employees will be able to handle these discussions better than will employees who lack 
self-esteem and are defensive. Performance appraisal policies should permit managers 
to use different methods depending on the particular employee being appraised.59 

‘Extreme clarity on outcomes 
and role but give them flexibility 
on approach.’

‘One size does not fit all. You 
need to know your audience.’

‘Performance appraisal policies 
should permit managers to use 
different methods depending on 
the particular employee being 
appraised.’
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But there is a balance here:
• At a certain point we have to recognise cultural contexts but if you work for us 

there are certain things we expect that transcend national cultures. There are some 
things we had to recognise. For example, giving upward feedback to your manager 
isn’t going to happen in some cultures. But we still believe that when you work for 
us we have a culture, which in some cases we don’t want local culture to influence, 
of fairness, mutuality and diversity.

• We are a conglomerate so we need to move talent around so we need to have com-
parability across the organisation.

• We are in 135 countries so we need to do it in a way that’s culturally applicable.
Overall we would suggest adopting a more emergent approach to 
implementation:

• Activities have different meanings for different people so there needs to be 
more dialogue to create a common understanding during design.

• It is critical to identify and negotiate with participants to get buy-in – this 
means more listening and identifying needs than telling and selling benefits.

• This needs to happen as early as possible.

• Avoiding detailed planning beyond the first point where feedback will emerge.

• Allow those closest to the change to develop the detail.

• Milestones aren’t just about time, cost and quality but about tracking real 
feedback on whether the approach is delivering the desired outcome.

• Letting go of the urge to control by planning detail in advance allows you to 
have greater control by responding flexibly to what is actually happening.

‘It is critical to identify and 
negotiate with participants to 
get buy-in – this means more 
listening and identifying needs 
than telling and selling benefits.’
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Stage 7. What do we measure?
The answer is simple. The more forward-thinking companies measure (through 
data and anecdotally) the outcomes, including management behaviour, not the 
process:
• We built in key elements of performance experience, whether we get reviews in the 

system was never an effective measure. 

• We measured managers on whether they are doing their job properly. They are off 
the hook for ratings and write-up but need to ensure they are doing their job. We 
use the employee opinion survey to test employee engagement. We have a manage-
ment experience score that says what we expect from managers: my manager and 
I have a meaningful performance discussions at least every quarter, listens, spends 
time with me, regular check-ins, feel supported, coached, have clear goals etc. It 
has huge visibility, it’s shared in management meetings, and it’s a game changer as 
people pay attention to it. 

• Question: is the loss of ratings good or bad? Overwhelming support, 68% yes, 
25% not sure, only 7% negative. Every year we measure. We get 2,000 responses – 
greater than 80% believe it’s better. One third of the way along, we have broken the 
ice, it makes sense, overwhelming support. 

• Can tell it’s working, as phones aren’t ringing.

• We monitored the engagement survey before we launched the new process to base-
line the pulse surveys.

• Measured annual attrition. Had seen huge spike after annual reviews.

• Seen 50% increase in involuntary attrition, which is a good sign. In old system, man-
agers waited to address underperformance so it festered. Now as no single time of 
year managers don’t wait so they address it sooner.

• How do we measure success? I know it’s a success when people believe in it, it’s fair 
and reasonable and not subjective but a transparent process.

• We have a performance management index. In staff engagement survey ques-
tions relate to performance management so can consolidate six/seven questions 
(I understand my responsibilities, I have conversations with my manager, I believe 
organisation takes underperformance seriously, etc) so can rate each office on how 
performance is managed. We use it as an indicator for senior management, part of 
their balanced score card.

• We have done a full employee and manager survey, which gave us 88 pages of stats. 
Net net, really positive perceptions but still work to do. The key was measuring our 
desired outcomes. Satisfaction rose with overall process but big leap was on col-
laboration, which was biggest task from 33 to 70% amongst managers.

• It’s a multifaceted approach; I (CEO) know my first three tiers: seeing, knowing, 
touching them. We do use annualised survey. We’re best in class in 11 of 24 meas-
ures in our sector so there is tangible evidence that staff are seeing the benefits. 
We also do surveys every quarter rotating around the directorates so there is one 
every month. We also have a QEWTT (Quality early warning trigger tool) – a set of 
metrics that gives us early warning.

• We do an engagement survey twice a year. Five/six questions about quality of man-
agement. We go deep into what we expect of managers so we know how it’s going. 
Not about year-end conversation more about how is manager doing in supporting 
your development.

‘The more forward-thinking 
companies measure (through 
data and anecdotally) 
the outcomes, including 
management behaviour,  
not the process’
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• We’ve measured it; we’re a lab, we measure everything. Primarily we’ve leveraged 
the survey data. 91% now discuss growth, before it was minimal; anecdotally people 
are saying ‘I had the best conversation I’ve had with my people, using model to talk 
about what I’ve struggled with’.

• Before just going through an annual process now found the conversations much 
easier with individual as it’s less focused on rating but on the commentary, much 
more focused on content rather than rating, and it has improved the conversation 
a lot. I look for outliers where I feel they don’t have healthy distribution; it triggers 
questions. I have found dialogue healthier about why it turns out like it is.

• When we dropped ratings there was a concern. High performers came to me con-
cerned ‘they know they’re good performers so how could we make sure they’re 
compensated if they’re not formally rated?’ Need top performers to know they’re 
seen as top performers, how do we put arms around them in another way to ensure 
they feel valued so had to focus on them as critical people. Don’t have a good 
answer easy for me with my direct reports; this is a risk but haven’t seen conse-
quences in EOS or with higher attrition. 

• Heated discussions with no value have disappeared.

• Some things are better; some things we won’t know yet. We’re on a three-year 
strategy and culture change. First time we ever completed goal setting on time, 
which is a success, people know what they’re working on. Not static, not stuck 
in the drawer. Everyone checks goals, still relevant, seen this happen and more 
dynamic. 

• We are aiming for a rolling process not an annual goal setting process, but we have 
a long way to go. We know from EOS 50% response, 89% managers having monthly 
touch bases. Originally employees saying hadn’t talked to manager in three months 
about anything let alone performance. Employees didn’t understand what a great 
performance discussion looks like but average score 4.1 out of 5 so they perceive it’s 
better. Prior data said year-end was ineffective and demotivating; we know vast 
majority didn’t have them, hunch is other 50% aren’t getting them. Will do thor-
ough assessment of whole year, but all indications are it’s simpler and anecdotally 
spending less time on it.

• When we dropped ratings, we worried that top performers would hate it but those 
with top rewards increased their satisfaction, people would miss the ratings but 
77% said they are not motivated by ratings, the middle would still feel bad but those 
with middle rankings went from 45 to 67% satisfied.

‘When we dropped ratings,  
we worried that top performers 
would hate it but those with 
top rewards increased their 
satisfaction’
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Stage 8. How do we support it?
Most organisations recognise that getting managers committed, confident and 
competent in holding these performance conversations was the key to effective 
performance management. This came out time and again in the interviews but 
was also a consistent message in the desk research:

The primary driver for managing individual performance well is the strength of the 
company’s people managers’ skills.60 

The difference between a rubbish review and a great one is normally the quality of the 
manager, not the quality of the process. The process only has to hit a basic level for the 
manager to be able to get a good level of utility out of it. Instead of attempting to fix 
the paperwork we would do well to work out why we still can’t recruit/train/inspire/
equip managers well enough so that we can trust them to sit in a room with someone 
else for a bit without it seeming like a chore, rather than an opportunity.61

Throughout our work lives, most of us have struggled with performance appraisal. No 
matter how many times we redesign it, retrain the supervisors, or give it a new name, 
it never comes out right. Again and again, we see supervisors procrastinate or just go 
through the motions, with little taken to heart.62 

Second, focus on the reviewing managers who have to implement the wonderful 
process you design. Ingrid Waterfield from KPMG explained how they had designated 
and extensively trained more than 300 Performance Management Leaders across 
their business to act as the vanguard of a movement to build continuous, ongoing 
performance feedback and review throughout the organisation. Impressive 
improvements have resulted in the proportion of staff who feel they have clear goals 
related to the organisation’s strategy and who feel their reward is linked to their 
performance.63 

Contributing to this is the fact that performance management implementations tend 
to focus on rolling out formal administrative processes and tools (e.g., competency 
models, rating scales, and automated systems) rather than training managers and 
employees how to engage in effective performance management behavior (e.g., 
setting expectations, providing feedback, and helping staff solve problems). However, 
it is the informal process of engaging in these behaviors day-to-day that determines 
performance management effectiveness, not the tools and steps that comprise the 
formal system.64

The effectiveness of the relationship between a manager and an employee has a 
profound effect on how they engage in the performance management process and the 
outcomes they experience.65

The results revealed that specific manager behaviors are some of the most important 
drivers of performance. These include (a) helping employees understand what 
they are expected to do in sufficient detail to deliver it, (b) supporting and helping 
employees find solutions to problems, (c) playing to employees’ strengths rather 
than their weaknesses by giving them assignments they can do well, (d) developing 
employees productively by finding a balance between acknowledging strengths 
and contributions and addressing development needs, and (e) engaging in regular, 
informal performance conversations in which managers provide feedback that is 
fair, accurate, and helps employees do a better job. Although formal performance 
management systems attempt to drive these manager behaviors through the use of 
formal tools and processes, this approach has not proven effective and has led to our 
contention that interventions should more directly target manager behaviors that 
lead to effective performance and employee attitudes.66

The end user of this system is the line manager. This person is integral to the success 
or failure of the process, and, furthermore, this individual must be sufficiently trained 
to prepare for and perform the evaluation. With regard to sufficient training if a 
manager is trained improperly the likelihood of rater bias increases this has very 
destructive consequences for the success (and legitimacy) of the program. Rater bias 

‘The primary driver for managing 
individual performance well is 
the strength of the company’s 
people managers’ skills.’

‘The effectiveness of the 
relationship between a manager 
and an employee has a profound 
effect on how they engage in 
the performance management 
process and the outcomes they 
experience.’

‘Although formal performance 
management systems attempt 
to drive these manager 
behaviors through the use of 
formal tools and processes, 
this approach has not proven 
effective and has led to our 
contention that interventions 
should more directly target 
manager behaviors that lead 
to effective performance and 
employee attitudes.’
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can be paraphrased as the subjective inflating or deflating of performance reviews 
because of either intentional or unconscious bias, which may prove very detrimental 
to the information gathered and for the system as a whole. Another important 
function of training managers emphasised that they must be educated as to the 
strategic big picture importance of the program as a whole.67 

We believe that an important first step in maximizing performance is to help 
managers and employees understand the critical role that performance management 
plays in enabling work to be performed. An issue that needs to be addressed, especially 
in the first-line supervisor ranks where strong technical skills are prevalent, is that 
managers often do not understand the role of a manager and what is expected of 
them. For example, managers who complain that they are too busy to spend time on 
performance management are likely spending too much time performing technical 
work rather than using performance management to accomplish work through their 
staff. Thus, effective performance management begins by ensuring that managers 
and employees understand their respective roles and the benefits each receives when 
performance management is done well, thereby answering the question, ‘What’s in it 
for me’.68 

In the interviews, a large number of companies recognise this and have invested 
a lot of money and effort in ensuring managers have great developmental 
conversations that drive higher performance. We would argue that money 
invested here is better spent than money spent on developing complex 
processes and systems. There are several approaches to this:

1.	Training	managers	in	performance	management
Most organisations provide training with an increasing focus not only on how 
the mechanics of the process work but more importantly on why the process 
matters and what behaviours managers need to use to create an environment 
where employees take ownership of their own performance and focus on 
developing their ability to deliver higher performance.

2.	Training	managers	to	manage
In many cases this focus means not just delivering training around performance 
management but providing training that looks at management more holistically 
with performance management being one element of a broader drive to 
enhance management capability.

3.	Training	employees
If performance management is about a performance dialogue where employees 
take ownership of the process and their own performance, then several 
organisations recognise they need to train both parties to the dialogue. This 
means breaking the dependency model where employees wait to be told what 
to do and educate them in how to take ownership of their own performance.

4.	HR	support
Many organisations recognise that if supporting managers is more important 
than designing complex systems and processes then this has implications for 
where HR needs to spend its time and energy. HR’s role isn’t in an HR office 
but out in the business, identifying who is good at managing performance 
and who isn’t. It means encouraging those who are good at it to become role 
models, coaches and mentors for those who aren’t. The good managers will 
have a greater understanding of the context within which performance is being 
managed, will therefore be able to intervene in a more contextually relevant 
way and will have greater credibility with those they are trying to influence. 
For those who aren’t as good at managing performance, they recognise the 

‘effective performance 
management begins by ensuring 
that managers and employees 
understand their respective 
roles and the benefits each 
receives when performance 
management is done well, 
thereby answering the question, 
‘What’s in it for me’’

‘this focus means not just 
delivering training around 
performance management but 
providing training that looks at 
management more holistically’

‘HR’s role isn’t in an HR office but 
out in the business’
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key role is with the HR business partners, or their equivalent, spending time 
understanding what sits behind this inability:
• Is it a lack of confidence? They need to coach and support managers in real 

time to give them the confidence by helping them think through the issues 
and situations in which they lack confidence and giving them the skills to deal 
with them.

• Is it a lack of competence? As well as providing one-to-one, on-site coaching, 
they need to ensure managers go on the right courses and follow up after-
wards to help them reflect on what they have learned and apply it on the 
job. In some cases, this might mean the manager is in the wrong job. A lot of 
organisations put people into management positions because they are good 
at the technical aspects of the job without understanding if they will make, or 
even want to be, good people managers. In these cases, it is important that 
they promote people into management based on their ability as managers and 
provide alternative technical career paths where people can progress without 
being forced to manage people.

• Is it a lack of commitment? In some cases, managers might have the skill but 
lack the will. HR needs to coach managers to create this commitment and help 
managers understand ‘what’s in it for me.’ But at times this needs to move into 
more challenging conversations, where the consequences of being unwilling 
to manage performance is clear and action is taken to address it. If perfor-
mance management matters, managers should not be allowed to opt out.

It is line managers and employee’s roles to manage performance, but HR needs 
to take accountability for performance management. If managers aren’t doing 
it, it’s no good saying it’s their fault. HR needs to do something about it.

5.	Consequences
If we believe that managers need to be competent, confident and committed, 
why would we make any form of development voluntary when we also know 
those who don’t get it won’t attend unless pushed. In the previous section, it 
was noted how important it is that there are consequences. While HR shouldn’t 
necessarily be the police, if we believe something matters then we should stand 
up for it.

6.	Communication
As with training it is critical that not only the process but also the reasons 
behind it are communicated. But this can’t only be a one-way process. We need 
to be listening to ensure people understand and are acting on the messages in a 
way that achieves the end goal of higher performance.
Responses from the interviews aligned with these six approaches:

1.	Training	managers	in	performance	management	
• We created learning module everyone has to go through. We wanted people to 

know exactly how it’s done. We have had no negative feedback and no further 
questions about the process.

• We provided education, training on goals. Taught them to do reward at year-end, 
the light bulb went off ‘now I understand why I need to speak to employees every 
month’. 

‘It is line managers and 
employee’s roles to manage 
performance, but HR needs 
to take accountability for 
performance management. If 
managers aren’t doing it, it’s no 
good saying it’s their fault. HR 
needs to do something about it.’

‘If we believe that managers 
need to be competent, confident 
and committed, why would we 
make any form of development 
voluntary when we also know 
those who don’t get it won’t 
attend unless pushed.’

‘it is critical that not only the 
process but also the reasons  
behind it are communicated.’
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• Key is training and importance of conversations. We used neuroscience, used SCARF, 
to help managers understand neurological response to feedback. We showed them 
how their actions create a response. We gave them a model on how to hold a con-
versation that doesn’t create the threat response. If we can get that off pat and it’s 
part of how we do business, it will recalibrate things quickly. 

• We taught three questions: what did you do well, what did you get stuck on and 
what would you do differently next time? All create reward state in the brain also 
gets them to start the conversation. Managers asked what if I ask and they don’t 
say what I need them to say. Chances are they’ll say right thing you can adjust it. 
But conversations have changed.

• We have invested in equipping people to have good performance conversations.

• What has driven better conversations? Role-play based training. We don’t teach the 
process, we try to put the emphasis on developmental conversations rather than 
difficult conversations.

• We have formal training in small workshops, no more than five/six people. We use 
real life examples.

• It’s difficult to convince good managers who do it well without a system so key is to 
build the capability of those who don’t. The issue is management capability not the 
system.

• We have a modular approach to supervisors, especially difficult conversations. 
Short virtual dial-in sessions, done with right timing, have been very popular.

• We do a lot of soft skills training, but there is no magic bullet.

• We started with more formal education three years ago. Very exciting. Everyone 
excited, but if you don’t keep up the momentum they will go back to their old 
habits.

• It’s the culture and conversations that matter, which is driven by training to equip 
management.

• In terms of training multiple from classic face to face, to job aids, to systems that as 
you go through the process remind you how to do it.

• Set up narrow, almost micro, skills training; very interactive hands on, haven’t done 
a lot of web based or online as don’t think this will change leadership behaviours.

• Success depends on manager capability so we did a lot of training of managers on 
how to think about impact; live workshops, videos, how-to guides. This won’t get 
100%.

• We don’t do any performance management training, which very few people go on 
anyway. We are trying to change people by selling them the benefits part of perfor-
mance management. Have tried to educate with lots of communication at launch, 
training HR Business Partners to understand it, but no appetite or budget for devel-
opment in stark contrast to (my previous organisation) who invested in workshops.

2.	Training	managers	to	manage
• We have done a lot of work on the importance of people management. We identi-

fied it as a competence. Many managers say ‘well you expect me to do this and my 
day job’; well actually this is your day job. We are coming from a low base so it’s a 
process of education over a number of years.

• Huge training programme increasing soft skills capabilities as part of a cultural 
change. Increased online resources, toolkits, guides, buddies to go to.

• Need to invest heavily in helping managers understand their responsibilities and 
receive structured support in how to do it.

‘We do a lot of soft skills training, 
but there is no magic bullet.’

‘Need to invest heavily in helping 
managers understand their 
responsibilities and receive 
structured support in how  
to do it.’
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• We have a large leader education strategy; 160 two-day training programmes 
focused on four critical behaviours: decision-making, collaboration, people conver-
sations and empowerment.

• We recognised as an organisation, we haven’t invested in management develop-
ment so we have varying levels of skills capability. So we have invested very heavily 
in management development to set expectations of what we expect from people 
who manage teams.

In context of this we put a lot of effort into first-line managers as one of the four 
key pillars of HR strategy. Leadership and employee opinion survey all about 
driving performance and development. Link development plans to nine-box 
matrix.

3.	Training	employees
• We relied heavily on training people managers. We could have done a lot more on 

employee side.

• The big change is going online. We want to use it to get employees to drive the 
process, set own goals, collect feedback. We use it to empower employees, where in 
the past it was done to them.

• Best thing is to seriously train employees as if they are managers of their own jobs.

• Lots of training for employees on how to have growth conversations, lots of work 
with managers on how to coach. 

• One thing we haven’t done here, which we did in previous companies I have worked 
for, is to train employees as well. Here there is only a presentation. You have to train 
employees; to only train managers is borderline effective. If employees don’t under-
stand, it won’t work. 

4.	HR	support
• We show up on site to help them, coach them. We do this one to one.

• This is my role to spot the behaviours. This is where I have conversations with the 
director then conversation with the team to get his support and agree expecta-
tions. My role is to be out in the business understanding what’s going on.

• A lot about story-telling and relationship management. Get out from behind my 
desk, how to hook them. It’s an HR product, HR are people experts, we are the ones 
to build the environment in which people can thrive and grow.

• We launched new system, spent lots of time educating HR who then walked the 
leadership teams through it and educated, cascaded briefs. There’s good docu-
mentation around about what ‘good’ looks like, comprehensive guides. Got 20,000 
managers worldwide very comprehensive roll-out. HR ran calibration lessons and 
guidelines on how to do it, pitfalls. Education is done locally by local HR people. 
Used global material with supervisors. This was the first time we used the IT system 
we emailed actions, objectives, and development plans to every single individual. 
We are really chasing it. 

• Don’t present myself as the guy from HR but guy who’s there to help them with 
people-related issues, but my learning is it requires constant follow-up and lots of 
patience.

• Moving more to coaching. HR team’s role is to identify where support is needed, 
working with managers, coaching them, pairing mentors up, get people on the 
right courses.

• Value is when we add additional support, help managers understand the purpose 
and give them support from HR department to push them to do it continuously.

‘Best thing is to seriously 
train employees as if they are 
managers of their own jobs.’

‘HR team’s role is to identify 
where support is needed, 
working with managers, 
coaching them, pairing mentors 
up, get people on the right 
courses.’
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• HR Business Parnters and performance management people look into the system 
and measure if goals are SMART. If they aren’t, we go back to the individual to 
coach them.

• It’s scary for people; they have got to have tough conversations so we support 
people and help them but also to stop bad behaviour.

• You’ve got to support the whole organisation to deliver it. You can’t cascade it cold, 
you’ve got to support your leaders to be focused.

5.	Consequences
•  We debate should we make it mandatory, but the ones who attend are the ones 

who reflect.

• The issue is the managers you want to turn up don’t turn up.

• We have a programme especially for new managers, a nine-month programme to 
go through with everything from practicalities to conversations, small short ses-
sions, one to ones, but they are mandatory. We also have one-day sessions every 
quarter for existing managers.

• We’ve doubled our in-house training investment focused on band five and six and 
new managers. Our expectation is everyone goes through it and it lasts a year. 
It’s how we operate and it’s non-negotiable. You have to say this is the way we’ll 
operate. We’ll support you in doing it or we’ll support you to do it elsewhere.

• Managers are accountable for managing their teams, not just for the process. Man-
agers said ‘I don’t have time to talk’ but we insist on it. 

• We have standard courses for first three levels of management that all managers 
are required to go through.

• Management fundamentals are mandatory. We will be critically looking at people. 
Takes time to get to the tipping point: 50% want to do it, know how to do it, but 
haven’t had the environment; 20% don’t know, so teach me; 30% no skill or will, 
so consequence management may be individual contributors but we may part 
company with them. 

• There are two training courses, part of required calendar for managers and 
employees.

• We’ve promoted people from techie to manager and said here you go. So we’ve 
looked at everyone promoted into management role externally or internally in the 
last two years. We have to give them an appropriate toolkit, which has morphed 
into a programme that’s attracting all different levels of management. We are 
making it mandatory for all newly promoted and strongly engaging all levels.

• It is mandatory, anchored at the top. The management team went through train-
ing then they started sharing with the rest of the organisation, helped break down 
resistance.

• Don’t get too technical about the detail but be firm about doing it.

• We spend a lot of time and energy on managers who don’t get it.

• When we started I’m ashamed how we started, but we had a cadre of leaders who 
were disempowered so we mandated it.

• It’s not mandated; it’s an expectation. So not ‘you have to go on it’, but ‘it’s our 
expectation, it comes with the territory’. There’s no conversation about not doing 
it.

•  In second year, travelled around Asia and got feedback that if manager doesn’t buy 
into it, it doesn’t work, so how do we ensure managers take accountability. 30% with 
lowest score go through boot camp. We have to hold managers accountable.

‘The issue is the managers you 
want to turn up don’t turn up.’

‘It is mandatory, anchored at 
the top. The management team 
went through training then they 
started sharing with the rest of 
the organisation, helped break 
down resistance.’
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• We tell leaders they have to collect feedback on how your managers are managing.

• It is driven by your engagement scores so you need to take additional courses; 
there’s a nudge to do it, a timely nudge is what we try to do. We set the bar higher 
for managers; now you need to show you deal with your employees in a holistic way 
and it will affect your appraisal.

• It’s a mindset to get managers to deal with people correctly. That mindset will be 
created over the coming year and we will follow it up. We will share it in talent 
reviews and do something about it.

• One of the guiding principles is to make managers fully accountable for per-
formance and take their HR handcuffs off. These are managers who make 
multi-million dollar decisions on products far more than on individual employees 
but we put them in a box. We say you manage, you defend it. This is your perfor-
mance, you’re accountable for this, don’t hide behind it. It’s scary for managers, as 
they can’t rely on structures.

• Wanted to upgrade role of the managers; we ensure it happens but you’re responsi-
ble.

• The managers who don’t adapt to requirements will not stay as managers for long 
in this company. Our expectations of managers are growing. This is part of the job.

• A good manager does it naturally; the not-so-good – you need to work hard to get 
them there.

• We select managers based on behaviours so if they don’t learn they won’t get 
selected to next level of management. 

• Always have managers who don’t get it but all the leadership teams are behind it so 
if they don’t do it, they can’t hide behind it.

• Don’t let managers get away with it. I’ve sat in a room with the HR director and 
have had frank conversations with MDs helping them understand why it matters.

• The system creates transparency and forces people to do the process; not saying 
that’s good but can see people who don’t do it and we can act.

• Individuals will say I own my own career and development but we are the poster 
child for saying one thing and doing something else. We expect to be told what to 
do, given feedback and sent on training. This is learned helplessness and sense of 
entitlement so you define success by being crystal clear on outcomes then what’s 
your role and manager’s role and hold you accountable.

• It’s not perfect and doesn’t hit everywhere all the time. Where it doesn’t, we act on 
it to aim to improve it. 

6.	Communication
• Historically it’s an event-based system to manage performance. What we haven’t 

done is educate and enable management communication to answer the ‘why 
bother?’ question. 

• The process itself is irrelevant; it’s about making performance matter in the way it’s 
talked about, it’s front of mind, it’s in team meetings, it’s a passion.

• It takes a lot of effort to get people’s hearts and minds to really buy into it.

• Keep it simpler, but never forget to explain why, what was thinking and how does it 
drive the desired outcome, then patience and tenacity.

• Focus on communications, what’s important and making sure you fit these mes-
sages into the smallest detail you can at every level.

‘It takes a lot of effort to get 
people’s hearts and minds to  
really buy into it.’
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• Since message is simple, people understand it intellectually. You have to explain it, 
work with them to help them understand it adds value, not to make people compli-
ant but to start discussion about what’s important.

• If you send email they won’t read it.

• I (HRD) personally committed to brief all managers and employees. I have done 
weeks of it, personally talking to groups of 25 at a time about the rationale, what 
‘good’ looks like, what to aspire to, role modelling and cascading. I’ve done it myself.

• Over and over again, we communicated with people why we’re doing it until it sinks 
in.

• The employee briefing sessions have been very positive, they said it’s brilliant as old 
process was c***, used to fill in my form and never looked at it again.

• For me, it’s really important to communicate about the successes not the process 
but the stories of success that bubble out of the process. We had an innovative 
digital programme in Asia. Someone brought in at junior level worked hard to build 
own skills and expertise through conversations with their manager. She began to 
recognise what she needed and asked for it. She wanted to change her job title to 
‘digital geek’ so she could disrupt the space she was in. Five years ago she wouldn’t 
have said boo to a goose. It’s celebrating that kind of thing and making it more of 
the norm than an exception.

• Think of it like Steve Jobs; think about the iPod, they didn’t want it. So you need to 
convince them they want it, you have to sell it.

‘Over and over again, we 
communicated with people why 
we’re doing it until it sinks in.’
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Conclusion
There is no right approach, though there are clearly wrong ones. What matters 
is developing an approach that is relevant to your business. As we said at the 
beginning, it’s not just what you do, it’s how you decide what you do that makes 
the difference. We have seen a clear eight-stage process that we believe if 
followed leads to a performance management approach that is relevant to  
your organisation.

Research

2. Internal facts

3. Connect to business drivers

Focus

Consult

1. External theory

4. Prioritise outcomes

5. Work with stakeholders 6. Build in flexibility

Measure

7. Measure outcomes not 
processes

Dialogue

8. Develop manager/employee 
capability
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Finally, performance management is like a microcosm of HR. Our eight-stage 
process for developing a relevant and simple approach to performance 
management that has a better-than-even chance of actually delivering higher 
performance, has eight broader lessons for HR that have been mirrored in a lot 
of our recent research:
1	 Be curious about the intellectual underpinning of HR.

2	 Use data to drive what you do. 

3	 Focus on making a difference to your organisation not peddling the latest HR 
best practice.

4	 Prioritise and simplify based on business needs.

5	 Be pragmatic. Recognise that commitment to doing something is more 
important than the perfect solution that leads to no action. 

6	 Have the self-confidence to admit when you’re wrong and try to do it better 
next time. 

7	 Focus on outcomes not processes.

8	 Spend time in the business, not in your office, working with and challenging 
managers to help them manage performance more effectively. Indeed, the 
focus needs to be on ‘managing performance’ and less on a ‘performance 
management’ system or process.

Acknowledgements
I would like to thank the following for their willingness to be interviewed and 
for their openness and honesty in sharing not only what they are doing but, in 
many cases, their concerns and misgivings about what their organisations are 
doing. It’s refreshing that not everyone feels the need to defend what they do. 
We believe a willingness to admit when we are wrong, a passion to do it better, 
in a way that is relevant to the organisation, and a curiosity that underpins 
this are critical traits of good business people, but in this case especially HR 
professionals:

Pia Andreasen, Karen Beaven, Pierre Bismuth, Stephen Bridge, Victoria 
Campbell, Lisa Dodge, Lars Drescher, Jorge Aisa Dreyfus, Emma Dutton, Sue 
Filmer, Sarah Fraser, Stefanie Fullerton, Huda Ghosn, Ilaria Gregotti, Sue Henley, 
Gill Hill, Gerard Hussey, Janice Hyslip, Sarah Ireland, Jeff Jacobs, Nick Kemsley, Lin 
Kendrick, Daniela King, Preethi Krishnan, Frank Lilleore, Nicola Maden, Mikkel 
Madvig, Birthe Mester, Ian Mitchell, Nicolai Morescu, Xenia Obel, Rob Ollander-
Krane, Gill Payne, Rares Popelca, Karl Heinz Reitz, Nick Rettenmyer, Marie de la 
Roche, Sarah Sandbrook, Anna Shockert, Dan Simpson, Solfrid Skilbrigt, Angela 
Szymusiak, Georgi Vasilev, Nick Warren, Tamsin Webster, Matthew Winn, Evan 
Wittenberg.

‘Be pragmatic. Recognise 
that commitment to doing 
something is more important 
than the perfect solution that 
leads to no action.’



50

Performance Management | Professor Nick Holley 

References
1 Mercer (2014) It’s time for a fresh approach to performance management…but 
where are we heading? Mercer
2 Mercer (2014) It’s time for a fresh approach to performance management…but 
where are we heading? Mercer
3 SHRM (2014) SHRM Survey Findings: HR Professionals’ Perceptions About 
Performance Management Effectiveness
4 Nabaum, A, Barry, L, Garr, S & Liakopoulos, A (2014) Performance Management is 
Broken. Deloitte University Press
5 Becom, A & Insler, D (2013) Performance management – a bad process or a 
broken promise, People and Strategy
6 Armstrong, M (2015) Armstrong’s Handbook of Performance Management: An 
Evidence-based Guide to Delivering High Performance. Kogan Page
7 Armstrong, M (2015) Armstrong’s Handbook of Performance Management: An 
Evidence-based Guide to Delivering High Performance. Kogan Page
8 Drucker, P (1954) The Practice of Management. Harper Collins
9 Kaplan, R & Norton, D (1992) The balanced scorecard measures that drive 
performance. Harvard Business Review
10 Baron, A (2009) Performance Management: History and Foundations. Chartered 
Institute of Personnel Development
11 Perkins, M, Grey, A & Remmers, H (2014) What do you really mean by ‘balanced 
scorecard’? International Journal of Productivity and Performance Management 
12 Pink, D (2011) Drive: The Surprising Truth about What Motivates Us. Riverhead 
Books
13 Dweck, C (2012) Mindset: How You Can Fulfill your Potential. Ballantine Books
14 Rock, D (2008) SCARF: a brain-based model for collaborating with and 
influencing others. Neuro Leadership Journal 
15 Gilson, C, Roberts, R, Weymes, E & Pratt, M (2001) Peak Performance. Harper 
Collins
16 Logan, D, King, J & Fischer-Wright, H (2011) Tribal Leadership: Leveraging Natural 
Groups to Build a Thriving Organisation. Harper Business
17 Corporate Executive Board (2012) Breakthrough Performance in the New Work 
Environment http://www.executiveboard.com/exbd-resources/pdf/executive-
guidance/eg2013-annual-final.pdf
18 Hammerman, P & Schooley, C (2014) Disrupt the Employee Performance Process 
to Align with Business and Customer Outcomes. Forrester
19 Hammerman, P & Schooley, C (2014) Disrupt the Employee Performance Process 
to Align with Business and Customer Outcomes. Forrester
20 Buckingham, M & Goodall, A (2015) Reinventing performance management. 
Harvard Business Review
21 Pulakos, E, Mueller-Hanson, R & O’Leary, R (2008) Performance management 
in the United States. In: A Varma, P Budhwar & A DeNisi (eds) Performance 
Management Systems: A Global Perspective. Routledge, Chapter 7



Performance Management | Professor Nick Holley

51

22 Meyer, H, Kay, E & French, J (1965) Split roles in performance appraisal. Harvard 
Business Review
23 Thompson, P & Dalton, G (1970) Performance appraisals: Managers beware. 
Harvard Business Review
24 Pearce, J & Porter, L (1986) Employee responses to formal performance 
appraisal feedback. Journal of Applied Psychology
25 Culbert, S (2014) Human resources; get rid of the performance review! It 
destroys morale, kills teamwork and hurts the bottom line; and that’s just for 
starters. Business Insight
26 Bruton, N (2015) Five dirty little secrets every HR professional knows about 
performance reviews http://sagacityatlarge.com/2015/02/16/five-dirty-little-
secrets-every-hr-professional-knows-about-performance-reviews
27 Beer, M (1981) Performance appraisal: Dilemmas and possibilities. 
Organizational Dynamics
28 Hammerman, P & Schooley, C (2014) Disrupt the employee performance 
process to align with business and customer outcomes. Forrester
29 Bruton, N (2015) Five dirty little secrets every HR professional knows about 
performance reviews http://sagacityatlarge.com/2015/02/16/five-dirty-little-
secrets-every-hr-professional-knows-about-performance-reviews
30 Mercer (2014) It’s time for a fresh approach to performance management…
but where are we heading? Mercer
31 Heffernan, M (2015). A Bigger Prize: Why Competition Isn’t Everything and How 
We Do Better. Simon and Schuster
32 Pfeffer, J & Sutton, R (2006) Evidence based management. Harvard Business 
Review
33 Pfeffer, J & Sutton, R (2006) Hard facts, dangerous half-truths and total 
nonsense profiting from evidence based management. Harvard Business School 
Press
34 O’Malley, M (2003). Forced rankings proceed only with great caution. World at 
Work Journal
35 Armstrong, K & Ward, A (2005). What makes for effective performance 
management? Work Foundation
36 SHRM (2014) SHRM survey findings: HR professionals’ perceptions about 
performance management effectiveness
37 Culbert, S (2014) Human resources; get rid of the performance review! It 
destroys morale, kills teamwork and hurts the bottom line; and that’s just for 
starters. Business Insight
38 Mount, M, Scullen, S & Goff, M (2000). Understanding the latent structure of 
performance ratings. Journal of Applied Psychology
39 London, M (2009) How People Evaluate Others in Organisations. Taylor and 
Francis
40 Pulakos, E & O’Leary, R (2015) Why is performance management broken? 
Industrial and Organizational Psychology
41 Glendinning, P (2002) Performance management: Pariah or messiah. Public 
Personnel Management



52

Performance Management | Professor Nick Holley 

42 Bruton, N (2015) Five dirty little secrets every HR professional knows about 
performance reviews http://sagacityatlarge.com/2015/02/16/five-dirty-little-
secrets-every-hr-professional-knows-about-performance-reviews
43 Glendinning, P (2002) Performance management: Pariah or messiah. Public 
Personnel Management
44 SHRM (2014). SHRM survey findings: HR professionals’ perceptions about 
performance management effectiveness 
45 Manager.co.uk (2015). Mining firm uses seven second appraisal forms. http://
www.manager.co.uk/mining-firm-uses-seven-second-appraisal-forms. 
46 Kohn, A (1993) Punished for Rewards the Trouble with Gold Stars, Incentive Plans, 
A’s, Praise and Other Bribes. Houghton Mifflin
47 Furnham, A (2005) Just for the Money: What Really Motivates Us at Work? 
Marshall Cavendish
48 Armstrong, M (2015) Armstrong’s Handbook of Performance Management: An 
Evidence-based Guide to Delivering High Performance. Kogan Page
49 Balkin, D & Gomez-Mejia, L (1996) Congruence between pay policy and 
competitive strategy in high-performing firms. Journal of Management
50 Deci, E & Ryan, R (1985) Intrinsic Motrivation and Self-determination in Human 
behaviour. Plenum Press
51 HR Answers.com (2015) 4 Positive alternatives to the dreaded employee 
performance appraisal. http://hr.answers.com/professional-development/4-
positive-alternatives-to-the-dreaded-employee-performance-appraisal
52 Mercer (2014) It’s time for a fresh approach to performance management…
but where are we heading? Mercer
53 Hammerman, P & Schooley, C (2014) Disrupt the employee performance 
process to align with business and customer outcomes. Forrester
54 Glendinning, P (2002) Performance management: Pariah or messiah. Public 
Personnel Management
55 Hammerman, P & Schooley, C (2014) Disrupt the employee performance 
process to align with business and customer outcomes. Forrester
56 Pulakos, E & O’Leary, R (2015) Why is performance management broken? 
Industrial and Organizational Psychology
57 Hammerman, P & Schooley, C (2014) Disrupt the employee performance 
process to align with business and customer outcomes. Forrester
58 Glendinning, P (2002) Performance management: Pariah or messiah. Public 
Personnel Management
59 Beer, M (1981) Performance appraisal: Dilemmas and possibilities. 
Organizational Dynamics
60 Mercer (2014) It’s time for a fresh approach to performance management…
but where are we heading? Mercer
61 D’Souza, D (2015) Disrupting performance appraisals https://www.linkedin.
com/pulse/disrupting -performance-appraisals-david-d-souza
62 Coen, T & Jenkins, M (2002) Abolishing performance appraisals why they 
backfire and what to do instead. Berrett-Koehler.



Performance Management | Professor Nick Holley

53

63 Brown, D (2010) Performance management: Can we practice what we preach? 
CIPD
64 Pulakos, E & O’Leary, R (2015) Why is performance management broken? 
Industrial and Organizational Psychology
65 Pulakos, E & O’Leary, R (2015) Why is performance management broken? 
Industrial and Organizational Psychology
66 Corporate Leadership Council (2004) Driving employee performance and 
retention through engagement: A quantitative analysis of the effectiveness 
of employee engagement strategies. Catalog No. CLC12PV0PD. Corporate 
Executive Board
67 Glendinning, P (2002) Performance management: Pariah or messiah. Public 
personnel management
68 Pulakos, E & O’Leary, R (2015) Why is performance management broken? 
Industrial and Organizational Psychology



Point of View

 For more information, please contact:

Executive Education
Henley Business School 
Greenlands 
Henley-on-Thames 
Oxfordshire, RG9 3AU

exec@henley.ac.uk

Tel +44 (0)1491 418 767

www.henley.ac.uk

The Henley Centre for HR Excellence is a group of leading national and international organisations that 
share a common interest in achieving excellence in HR. It is led by highly experienced practitioners with 
outstanding records in taking a pragmatic, results-driven approach to organisational development. The 
Centre has been operating since 2005 and has built a strong reputation, both for thought leadership in 
the HR arena and for supporting the development of HR functions and individuals.
The Centre operates on a corporate membership basis and offers a wide range of activities. These 
include: applied research carried out twice a year, events on topics chosen by the Centre’s members, 
open programmes that focus on specific capability areas in more depth, bespoke customer solutions 
using practical and pragmatic ways to upskill HR teams and deliver change within organisations, and 
networking and community benefits.

The Henley Centre for HR Excellence

Nick Holley has a unique background that combines experience as an army officer, ten years as successful 
futures and foreign exchange broker with Merrill Lynch and sixteen years in senior organisational, 
leadership and people development roles in large global organisations. 
In his last two roles Nick was partner in charge of learning for Europe, the Middle East, India and Africa 
for Arthur Andersen and director of global people development for Vodafone. His work on leadership 
development at Vodafone was externally benchmarked amongst the top five in Europe. This extensive 
commercial experience and customer focus provides a strong link between organisational change and 
bottom line performance improvement. 
Nick has been involved in creating and managing large scale organisational change, HR transformation, 
leadership and people development programmes and performance and talent management processes 
and systems but his real expertise lies in embedding them in day to day operations. Most organisations 
have great strategies but fail to deliver them. Nick understands the theory but combines this with a 
proven ability to deliver and sustain them in highly complex organisations.
Since establishing his own business four years ago Nick has worked with a number of major global 
businesses including Barclays, BSkyB, Celtel/Zain, Centrica, DP/DHL, Draka, Ecobank, Egmont, Ericsson, 
Governments of Dubai and the UAE, GSK, Holcim, Honeywell, HSBC, ING, ITV, Just Retirement, Kone, 
Liverpool Victoria, M&G, Merrill Lynch, Mitsubishi UFJ, Morgan Stanley, Nationwide, NetJets, NHS, Nokia, 
Oracle, Post Office, Qatar National Bank, Rosneft, Royal Mail, RTA Dubai, Safaricom, Saudi Aramco, Saudi 
Telecom, Serco, Sony Ericsson, StatoilHydro, Truphone, UBS, Virgin Nigeria and Yahoo in the UK, Brazil, 
Denmark, Finland, France, Germany, Ghana, Hong Kong, Hungary, Kenya, Malaysia, Netherlands, Nigeria, 
Norway, Portugal, Qatar, Russia, Saudi Arabia, Singapore, Sweden, Switzerland, Turkey, UAE, Ukraine and 
the US on a number of projects looking at change management, HR strategy and capability, leadership 
development, strategy implementation and people, performance and talent management, as well as 
providing one to one coaching for a number of senior leaders.
Nick is Director of Henley Business School’s HR Centre of Excellence where he has worked with 
companies including AgustaWestland, Amey, the Army, Barclays, BAT, B&Q, Bestseller, BT, Cadbury 
Schweppes, Canon, Centrica, Danone, Government of Abu Dhabi, GSK, Imperial, Inchcape, Kelly, 
KPMG, Mercedes Benz, Microsoft, Ministry of Justice, Nationwide, Nestle, NHS, Oracle, Oxfam, Oxford 
Instruments, Panasonic, RBS, Royal Mail, S3, Sainsburys, Shell, Siemens, Smiths, Travelport, Unilever 
Vodafone, and Willmott Dixon to advance current thinking around HR. He has recently carried out 
research on employee engagement, HR Big Data, HR careers, HR in the recession and recovery, HR 
leadership, HR organisational models, Leadership Development, and talent management. He is 
programme director for the Advanced HR Business Partner Programme. Nick is also a consulting partner 
of Dave Ulrich’s RBL Group and a member of the editorial advisory panel of Personnel Today for whom 
he judged their HR Awards in 2007/8/9/10. He was voted the 5th most influential thinker in HR over the 
previous five years by Human Resource Magazine in 2010. Nick holds an M.A. from Cambridge University 
and an MBA from London Business School.

Professor Nick Holley




