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Although it has obvious benefits for aligning, motivating and developing an organization’s workforce, 

performance management is the most hated of human resource processes. If not done well, it interferes 

with the relationships between managers and employees. Performance management is often 

bureaucratic and time consuming, with long forms to complete, 360-degree feedback, rankings, forced 

distributions, and conflicting and overlapping competencies to rate.  What often gets lost in the process 

is relationship building, feedback and employee commitment to higher levels of performance. 

Over the last seven years, organizations have seriously examined their long-standing performance 

management practices. According to Deloitte’s 2017, Global Human Resources Trends report, 79% of 

executives rate performance management as a high priority. According to Deloitte, 39% of the 

companies they survey are changing their performance management systems to place more emphasis 

on continuous feedback, coaching and separating feedback from pay discussions.  Companies who have 

made such changes include: Adobe, New York Life, Motorola Solutions and Kelly Services.i Others such 

as Dell, Juniper, IBM, and even GE have as well. 

The impact of these changes is high. 90% of the companies that have redesigned performance 

management practices report seeing improvements in employee engagement, and employee and 

manager conversations, according to Deloitte.  

Quality guru W. Edwards Deming called for ending performance appraisals altogether, over forty years 

ago, because he found the whole process demotivating, and he had a strong belief that effective 

systems could curtail variation in process outcomes. However, controlling process variation does not 

build talent within the organization, improve customer relationships, or develop employees.   

UCLA professor Dr. Samuel A. Culbert also advocates eliminating performance appraisals, saying that 

they are, “A negative to corporate performance, an obstacle to straight-talk relationships, and a prime 

cause of low morale at work. Even the mere knowledge that such an event will take place damages daily 

communications and teamwork.”ii  Instead, he advocates performance previews: problem solving 

discussions about how the boss and employee will work together more efficiently and effectively than in 

the past.   
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However, some companies have reviewed their performance management practices and after making 

some tweaks, decided to keep them and performance ratings. Facebook is one of them. After analyzing 

their performance management system a few years ago, they conducted focus groups and a follow-up 

survey with 300 employees. An overwhelming 87% of employees wanted to keep performance ratings.  

Facebook kept their performance evaluations for three reasons: fairness, transparency and 

development.iii  Facebook ties their ratings directly into compensation. Facebook management also 

concluded that ratings help employees understand how their contributions are seen by the organization.   

Medtronic announced in 2016 that it was also reinstituting performance ratings due to its acquisition of 

Covidien, which has a more traditional view about performance management. It previously took out 

performance ratings five years earlier and implemented a system to provide quarterly performance and 

development feedback to employees. Intel, Price Waterhouse, and Deloitte are also reinstating 

performance ratings. Deloitte is using more than one rating (based on competencies) and keeping the 

emphasis on developmental feedback. 

Some companies are removing performance management ratings. Others are reinstating them.  What 

gives? 

In this paper, I will address the following problems and issues: 

1. The frustration of management and workers with performance rankings, ratings, and the annual 

performance review—and the time it takes. 

2. How the original research by Professor Steven E. Scullen on performance ratings was 

misunderstood and poorly applied. 

3. What really motivates high performance among different groups of employees 

4. The research behind rater bias, self-assessments, forced ranking, performance ratings, and 360-

degree feedback, 

5. The results to date of companies that make significant changes to performance management, 

including dropping forced ranking and ratings. 

 

In the pages ahead, I will discuss how effective performance management processes can align 

employees to the company’s business strategies, build shared commitment, improve customer 

relationships, and motivate employees to achieve greater performance and innovation. I will show how 

managers can use performance appraisals to provide feedback, offer recognition, identify high potential 

employees and help employees develop their careers.  

Below is a table of contents of what this paper will cover.  
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Why Do We See Shifts in Performance Management?  
 

I believe the swinging of the performance management pendulum is due, in part, to business cycle 

timing. After the 2008 great recession, many employees were laid off and new hires were easy to find. 

Management wanted performance management systems with ratings to help identify, more easily, who 

to keep and who to let go. In addition, when the money for pay increases is small, having rigorous 

performance management systems to divvy up a small pie seems futile. After the economy got hot and 

finding new hires proved difficult, the pendulum swung to building more collaborative environments, 

development and retention.  

The rapid pace of global business, innovation, and digitization is also a factor. Work is more project 

based, often involving external experts and contractors. Companies needed more speed and agility. 

Who has 12-month goals anymore? Out went onerous performance management practices.  Now some 

companies are looking at what their business strategies and cultures require and thinking it through.  

Should companies stop doing performance appraisals? No, but performance management needs an 

overhaul.  
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The research is very clear: external motivators such as salaries, stable work environments, and being 

employee of the month do not drive superior performance and exceptional business outcomes.  

Instead, superior performance is driven by intrinsic motivators, which are unleashed when employees 

have a sense of purpose, doing meaningful work and learning.  

 

Performance Management is Part of a Larger Talent Management 

System 
 

Performance management is one of six components of an integrated and comprehensive talent 

management strategy. When talent management is championed by executive management and linked 

to the company’s business objectives, it not only improves business outcomes and performance, it can 

also drive them. (Learn more by reading my white paper, Comprehensive Talent Management Systems 

Lead to Better Business Outcomes and Higher Shareholder Returns! on my website).  

 

 

Performance management processes should be scaled to the size of the organization. Start-ups can use 

performance management to add order to their growth. When the start has over 250 employees and is 

no longer a group of 30 dedicated and united employees aligned to a passionate purpose, start-ups 

require more structure, delegation and coordination. Installing a simple performance management 

system can help ensure that employees remain passionate, performance-driven and aligned.   
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In mid-caps and large companies that are undergoing major changes (a business acquisition, product 

launch, turnover of a CEO, or opening facilities in a new region of the world), performance management 

processes may need to be upgraded or altered to address the new business strategies and required 

competencies. 

Performance Management System

Manager, 
employee and 

team 
relationships

Build shared 
commitment

Annual Review

Set New Goals 

Q1 
Update

Q2 
Update

Q3 
Update

• Business Strategies
• Culture
• Values
• Organizational Role

Ongoing feedback, development & 
recognition

• Feedback on high potentials  to 
talent management system

• Feedback on what projects and 
teams are or are not working 

• Dynamic market/business changes
• Goals are re-negotiated

 

 

The First Goal of a Performance Management System is to Build Shared 

Commitment  
Successful companies align employee passion with the company’s mission and purpose. The role of the 

manager is to build shared commitment to the company’s mission and purpose by explaining upper 

management’s business strategies to their employees, how the team fits in, and each individual’s role 

and responsibilities. 

Building shared commitment is a team sport, and successful alignment does not happen without 

dialogue. If the company or team is large, a seminar is required to assure that employees understand 

the company’s business strategies and their role in achieving them.  These types of seminars are best 

when they are interactive and fun.  

I encourage managers to ask their vice presidents to explain the strategies they helped craft, and the 

role they want the team and individuals to play. Management should also be transparent about limits to 

company resources and discuss trade-offs and priorities. I recommend that, to get the discussion going, 

managers solicit questions from their teams regarding the resources, systems and staff necessary to 

achieve their goals.   
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Strategy execution is more effective when there is clarity in everyone’s roles, responsibilities, 

communication flows and decision rights.iv If there is conflict between teams or departments on roles or 

how decisions are made, managers should work quickly to resolve it and be clear about the resolution.   

Managers should also have quarterly follow-up sessions to check progress against goals and metrics, and 

help their employees understand if any expectations or deadlines have changed.  We live in a fast-paced 

business environment, and change is inevitable.  Managers should tell their teams to expect change and 

then proactively work through the implications with their employees. 

The Second Goal of a Performance Management System is to Motivate 

and Reward Desired Value, Behaviors and Achievement of Business 

Strategies and Goals 
 

What can we learn from Motivation Theory? 

Motivation and reward systems have been well researched, but best practices are not always followed.  

What does motivational theory tell us about performance management and recognition? 

Below are the guiding principles of motivation from the major researchers in the field. Unfortunately, 

most performance management system do not follow the advice of the research. A more complete 

discussion of motivation theory can be found in Appendix A at the end of this paper. 

1. Behaviorism encourages managers to set specific goals, give clear instruction, and then provide 

immediate praise, recognition and feedback (both positive and constructive). These practices 

pay dividends in reinforcing correct behaviors and motivating employees to repeat successes. 

Many adults do not receive enough praise in our multicultural, dual gender work forces. 

Managers need to vary the praise and recognition they provide to fit the needs of their teams 

and the individuals on the team.    

2. Expectancy Theory informs us that employees will think through the benefits of achieving a goal 

and will work toward a goal if it makes them happy or provides a sense of self-worth. Employees 

need to believe that they have a strong probability of achieving the goal. Finally, they need to 

believe that the manger will follow through on providing the stated reward when the goal is 

achieved. 

3. Maslow’s Hierarchy informs us that there is a hierarchy of needs, and employees cannot work 

toward the highest intrinsic motivator, self-actualization, unless their lower level needs are met.   

If the work environment is judged to be threatening or unsafe, employees will not work at their 

highest potential. If individuals do not feel valued as a member of the team, they will not 

contribute their ideas and talents to their fullest.  If employees do not feel respected, they will 

not have self-esteem, which enables them to perform at their best. As with Expectancy Theory, 

if employees doubt that management will follow through on their promises for career 

development or rewards, they will not give their full effort and may quit the organization.  When 

employees and teams can align their intrinsic motivations with the purpose of the business, they 

perform at higher levels and create greater outcomes. This is the key to employee engagement.   
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4. Herzberg’s Hygiene Factors inform us about maintenance factors and motivators.  Employees 

expect companies to meet industry standards and basic employee expectations for maintenance 

factors, like base pay and perks, and providing safe and positive working conditions. To really 

engage employees and motivate superior performance, organizations need to focus on 

motivators, like challenging work, achievement, growth and development, recognition and 

increased responsibility.  

5. Self-Comparison Reward Systems are important motivators for competitive workforces (not 

team-based workforces).  For example, President’s Club or Rookie of the Year Awards for sales 

people can be stronger motivators than money. At their best, self-comparisons can create an 

intense desire to excel. At their worst, self-comparisons can lead to cheating and destructive 

behaviors between peers. While self-comparisons with rewards can work for sales force, such 

reward systems can be very destructive for team-based organizations, or parts of the 

organizations where team work is critical, such as in R&D and manufacturing. The digital age, 

with online information posted by employees (such as on Glass Door) has blown the cover from 

what managers once thought-to-be confidential pay scales. Transparent discussions with 

employees about their performance, pay, and opportunities for development are critically 

important.   

6. Fear. We know that the work place is full of fear: fear of failure, of not being socially accepted, 

and fear of change. Fear can drive compliance to rules and accountability for goals. However, 

when it is over used in the workplace, it shuts down initiative and innovation. The manager’s 

role is to align their teams to the purpose and strategies of the organization, and build the 

confidence of his or her employees and teams so that they can overcome their fears and win in 

the marketplace.  

 

What works in motivating employees? 
 

Occupations are motivated differently. The recognition programs that organizations put into place for 

sales representatives, engineers, management and assemblers should not be the same. Different 

intrinsic motivators can apply to different professions. Sales people work in very competitive 

environments and are motivated by money, prestige, achievement and self-comparison.  

Depending on the industry and national culture, pay and incentive programs can be as high as 33% to 

100% (with a “draw” for base pay), based on objective measures.  Assemblers in just-in-time team 

environments or paced assembly lines that feature high cross training and collaboration are motivated 

more by a sense of belonging to the team, collaborative peers and nurturing management. Engineers 

and scientists are intrinsically motivated by the work itself, a sense of discovering truth, learning and 

technical achievement.  

Managers need to be able to inspire, delegate, communicate, collaborate and build relationships. They 

are intrinsically motivated by the leadership work itself and being recognized as leader. Like sales reps, 

they are motivated by achievement, prestige, and money—but to a lesser extent. 
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Gender, age, cultural, and personality and communication style motivational differences.  Any discussion 

about motivational differences by gender, age or culture can be fraught with emotions and stereotypes.  

It is dangerous to stereotype individuals because all stereotypes are invariably false. However, many 

studies have found that men and women, and workers of various ages and cultures, are motivated by 

different factors at work. The critical learning for managers is that flexibility is important in leading and 

motivating diverse workforces to achieve their best. The golden rule here is to relate to the individual.   

Let’s look at some of these motivational differences, or at least a few of the commonly held beliefs. 

Traditionally, power, competition, promotions and pay raises tend to motivate men. Women are also 

motivated by these factors, but can be motivated more by frequent acknowledgement, involvement, 

respect and teamwork.v  

This is the era of the rise of women, however, and change is occurring rapidly. As ambitious, elite women 

rise through top universities and companies, their motivations and behaviors tend to mirror their male 

colleagues more than the traditional behaviors of women.vi  For example, I know many female sales 

people who are motivated by money, achievement, prestige and self-comparison, just like their male 

counterparts. While there are sharp differences in physical characteristics between men and women, in 

psychological characteristics, the differences between the sexes is more of a continuumvii and may not 

be as distinct as characterized in the book, Men are from Mars. Women are from Venus.  

Across the generations, younger workers tend to be more motivated by learning, career opportunities, 

extrinsic rewards and up-to-date technologyviii (A note to millennials: your parents in their twenties were 

more like you than they will admit. They had higher turnover than those in their 40s, demanded the 

latest technology and a lot of attention and feedback!) Cultural norms also play a big part in work 

motivation, and this is the topic of many books on international business. Issues such as decision-

making, hierarchy, involvement, time-management, relationship building and trust are heavily driven by 

cultural norms.ix  

Personality style differences, as measured by questionnaires, such as the Myers-Briggs Type Indicator 

(MBTI) or the Strength Deployment Inventory (SDI) by Personal Strengths, highlight powerful 

motivational differences by personality style. These differences can lead to conflicts at work. For 

example, personalities driven by task achievement can find themselves at odds with personalities 

motivated by interpersonal relationships. Personality style differences cross gender, age and cultural 

barriers. The golden rule again: know your team, relate to individuals, and be flexible in your 

management style.  

Despite all the motivational research, most companies do a poor job of recognizing employees and 

spend their recognition dollars on the wrong types of recognition. A recent survey by the American 

Psychological Associationx found that, “Only about half of the U.S. workforce (51%) say they feel valued 

by their employer, more than a third (36%) haven’t received any form of recognition in the last year, and 

just 47% say recognition is provided fairly.” The report goes on to state that, “Less than a third (29%) 

said that team or work-unit performance is recognized, and even fewer reported that their employer 

provides recognition for company-wide results (21%), or engaging in specific behaviors, such as those 

consistent with the organization’s values (18%).”  
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Research also shows that 87% of recognition dollars are directed toward length of service rewards as 

opposed to specific job results and behaviors.xi  This is a misguided practice, since recognition and 

rewards for specific job results and team results, rather than long service, drives company performance. 

Ongoing recognition, whether from management or peers, has never been easier. There are countless 

vendors that offer digital recognition systems. These systems often convert points that employees earn 

into on-line shopping opportunities or cash cards. This type of recognition doesn’t have to be expensive, 

and these programs can be budgeted by departments to control costs. Alternatively, a low technology, 

meaningful, heartfelt, timely, direct recognition that highlights specifically what was achieved and its 

impact on the organization is always motivating. 

If your organization is not taking advantage of the power of timely recognition and rewards outside of 

the annual performance appraisal, you are leaving an incredible opportunity to drive higher levels of 

employee achievement on the table! Start now. 

 

Goal Setting: What works? What doesn’t? 
 

Once there is clarity on business strategies, roles and responsibilities, and an understanding of 

motivation, teams and individual can establish goals.  Are goals necessary?  What does the research 

show?   

Let’s be clear, goal setting improves performance much more than simply telling employees to “do their 

best.” The higher the goal, the higher the achievement, unless the work is physically impossible to do.xii     

Goal setting practices should be vetted with higher levels of management, experts, and the employees 

themselves to be sure they lead to goals that are achievable, aligned with top management strategies, 

and do not create unexpected, and dire consequences.xiii   

Research dating back as far as 25 years has established that overly aggressive goals can create a narrow 

focus, which leads to undesired consequences,xiv such as achieving high revenue at the sake of desirable 

profit levels. Stretch goals complicate matters and may distract from the main goals.  If you are setting 

stretch goals, perhaps it is a sign the original goal is not challenging enough. 

Other negative effects of overly aggressive goals include: 

• Discouraging effort toward goal achievement if the chances of success are too low 

• Poor morale 

• Careless risk taking 

• Unethical behavior that may lead to violations of company policies, laws and regulations 

• Employee turnover 

Adding to this caution is new research from neuroscience showing that, when a manager assigns a team 

a difficult but achievable job, the moderate stress of the task releases neurochemicals, including 
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oxytocin and adrenocorticotropin. These neurochemicals intensify peoples’ focus and strengthen social 

connections. When team members need to work together to reach a goal, brain activity coordinates 

their behaviors efficiently, but this works only if challenges are attainable and have a concrete end 

point. Vague or impossible goals cause people to give up before they even start.xv 

When should a company use ambitious stretch goals?  Stretch goals complicate matters and may 

distract from the main goals.  If you are setting stretch goals, perhaps it is a sign the original goal is not 

challenging enough.  

Long standing research suggests that organizations should use “big idea” learning objectives rather than 

performance goals in complex and uncertain situations. Innovation, for example, involves great 

uncertainty about outcomes. Innovators thrive in learning environments that put an emphasis on 

experimentation and failing “fast, furiously and often.”xvi  For innovators, the question becomes, “What 

is tomorrow’s experiment?” Employees in innovative environments should have a compelling vision to 

work toward learning goals, rather than well-defined incremental goals.  

Innovative companies benefit even more when top management sets the strategic direction for “big 

idea” innovations. Research shows that companies are more successful in achieving their big idea 

innovations when they make incremental investments in their innovation capability and culture, 

organizational learning, employee training, and knowledge management systems. They also need to 

develop strong external ecosystems.xvii 

New research by Sim Sitkin, C. Chet Miller, and Kelly E. See published in The Harvard Business Review 

provides guidance for when companies should use incremental goals or ambitious stretch goals.xviii 

According to this research, only a small percentage of companies that adopt ambitious stretch goals 

succeed in meeting them. Companies that try stretch goals and fail are usually already in financial 

trouble and are desperate. In effect, they are betting the farm. The authors conclude that these 

companies are better off with incremental goals that help stabilize the company and build morale and 

confidence.  

The authors speak to the stretch goal “conundrum.” In sharp contrast to struggling companies, 

companies with strong performance and abundant resources often avoid stretch goals because their 

success has made them risk-adverse. What these companies really need to do instead is double-down 

on their success, push themselves, and invest their resources in ambitious stretch goals.  

Examples of companies that have doubled down on their successes include Southwest Airlines and 

DaVita.  Southwest Airlines, as a developing airline, achieved a ten-minute turnaround at airport gates in 

part by benchmarking NASCAR pit crew practices.  

DaVita provides kidney care and manages and operates independent medical groups. 90% of its patients 

are in government programs that do not fully cover the cost of care. DaVita created a pioneer team that 

radically improved the efficiency and effectiveness of its many processes. When DaVita started, they had 

no idea how to do this. After four years, they achieved savings of $60 million. More importantly, they 

achieved significant improvements in patient hospitalization rates and employee satisfaction.xix 

How many goals are too many? The research doesn’t provide clarity on a specific number of goals, but it 

does suggest that when there are too many goals, employees may focus on just one goal, or one of the 

easier to achieve goals.xx I recommend that managers limit goals to five at a time per employee and 
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focus on the goals that directly support business strategy execution. Sometimes employees resist setting 

limits on the number of goals because they want administrative or housekeeping tasks to count as goals.   

What happens when you add goals?  Employees often dilute their focus, or they put their focus on the 

easier to achieve goals or their own self-styled prioritization.xxi  If you are going to add goals to already 

busy employees, help them prioritize the new and original goals, delay deadlines on some, or perhaps 

drop some goals.  Make sure every goal is aligned to the company’s strategies and current needs.  

SMART goals   

There is an easy to understand methodology on setting performance goals, known as the SMART Goal 

Setting, as explained in the box below. 

My own recommended change to SMART is to add Alignment and call it A-SMART.  As discussed in the 

section above on “Building Shared Commitment to Strategy,” employees are more motivated when they 

understand the company’s strategies, and how their work fits into the big picture. 

Do SMART goals work in all situations?  NO!  Research suggests that you should use “big idea” learning 

objectives rather than performance goals in complex situations. Innovation, for example, involves great 

uncertainty about outcomes. Innovators thrive in learning environments that put an emphasis on 

experimentation and failing “fast, furiously and often.”xxii  Then the question becomes, “What is 

tomorrow’s experiment?” Employees in innovative environments should have a compelling vision to 

work toward, and learning goals rather than SMART goals. 

It also may not be appropriate to use SMART goals for sales reps when launching new products. Mature 

products can have effective sales quota goals and commission structures based on history, 

understanding of customer preferences, competitive positioning and distribution channel dominance. 

New disruptive products, by their nature, are too unpredictable for historically based sales goals. If 

organizations use sales quota goals with new products, they may underestimate the market.  Often it is 

best with new products to pay sales commissions based on a percentage of revenue generated from the 

new product, or a mix of commissions based on a percentage of revenue combined with standard 

quotas and commissions of ancillary products. I recommend that organizations continue this type of 

commission structure until they have enough history to understand the new market and their 

opportunities within it, usually about two quarters. 
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Operating Norms. Develop Them with Your Team or Chaos Will Ensue.  
 

Operating norms are the rules for how teams work together, whether team members sit next to each 

other in the office or are part of a virtual team where workers may be in the office, at home, at 

customer sites or scattered throughout the globe. Operating norms provide structure for:  

1. Which meetings will be held face-to-face (e.g., one-on-one meetings to provide feedback and 

discuss performance and development) and which can be held as a teleconference or web-ex, 

(e.g., staff meetings).   

2. How communications will be handled, such as expected response time for e-mails, texts, and 

calls. (I recommend that e-mails are answered by the end of the day and all texts or calls 

responded to within an hour, unless the employee is in a meeting). 

3. Operating mechanisms, such as the frequency and duration of staff meetings, one-on-one 

meetings, quarterly seminars, and how these meetings are conducted. Information flows need 

to be defined, including: data security, and the use of share-sites, common tools, documents, 

policies and instructions.  
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Operating norms are very important for team or department success, but often, they are not defined. By 

not clarifying operating norms, organizations lose an opportunity to assure goal alignment and higher 

team effectiveness. Operating norms are most important with highly diverse and virtual teams. 

 

Giving feedback significantly improves performance, but 1/3 of the time it 

fails. 
 

What does the research tell us about how to provide effective feedback? Giving feedback can 

significantly improve employee performance, but according to research, a third of the time when 

feedback is given, it actually decreases performance: 

The meta-analysis showed, not surprising, that FIs [feedback interventions] improve 

performance by approximately .4 of a SD [standard deviation] ... However, we demonstrate a 

large variability of FIs effects such that in over one third of the cases FIs reduced 

performance.xxiii 

The meta-analysis concludes that feedback decreases performance when there is too much task 

complexity, and when the feedback moves from how to improve task performance to feedback on the 

individual as a person. When giving feedback, providing coaching and setting goals for performance 

improvement, can turn negative feedback into positive behavioral change.   

The gold standard for giving feedback comes from Situational Leadership.xxiv Per Situational Leadership, 

there is no single best way to influence employees and provide feedback. The four feedback styles are: 

directing, coaching, participating and delegating. The leadership style a manager should use with an 

employee depends on the skill and readiness level of the employee on each task required of the job. The 

same employee may be exceptional at one task, which may require little coaching or feedback from the 

supervisor, and a novice at another task, which may require the supervisor to be more directive. 

 

Performance Appraisals – Remember What Motivates Employees 
 

We started this paper with the observation that many performance management processes insert too 

much bureaucracy between the employee and the manager, which prevents the manager from 

effectively managing performance and providing feedback. Over the next several pages we will discuss a 

performance management system that places a premium on ongoing feedback and coaching to align the 

work of the organization to the strategies of the business.  Along the way, we will review key themes 

and best practices in assessing performance and giving feedback, including: rater bias, self-assessments, 

forced ranking, rating scales and 360-degree feedback. 

Rater Bias   
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Research has shown that there are several common biases that managers may have when rating the 

performance of their employees or when making hiring decisions. Many biases may be undetected by 

the rater who is not aware of his or her own partiality. When biases stray into illegal discrimination in 

the U.S. and other countries, it can lead to expensive government investigations, lawsuits, fines, 

reverses in management decisions and government oversight.  Even if your organization does not rate 

the performance of employees, it is important that managers not show bias in their understanding of 

employee performance and potential. Otherwise, the organization will not have an accurate assessment 

of the capabilities and potential of its workforce. 

Let’s look at the more common forms of rater bias and what can be done to prevent them. 

Halo and Horns Effect. Research shows that managers often have a cognitive bias (or now more 

commonly referred to as an unconscious bias) toward some or all their employees, known as the halo 

effect, when positive, or the horns effect, when negative. The halo effect was first coined by Edward 

Thorndike in a 1920 paper titled, “The Constant Error in Psychological Ratings.”  He was researching the 

evaluation accuracy of various soldier qualities by military leaders and found that when soldiers were 

rated highly for physique, they were also rated highly for intelligence, and other qualities.   

A manager may have a positive general impression about an employee, such as being attractive, and 

conclude that the employee is also intelligent. A manager may perceive an employee as open and 

friendly and generalize that the employee is a great presenter when, in reality, the employee is not. This 

type of bias can lead managers to over or under rate specific employees, not recognize their real talents, 

or ignore performance issues.   

Other biases may include:xxv  

• Leniency: Evaluating all employees as outstanding and giving inflated ratings. 

• Central Tendency: Evaluating every employee as average, regardless of differences in 

performance. 

• Strictness: Rating all employees at the low end of the scale and being overly critical. 

• Contrast: Evaluating a person relative to other employees rather than specific job 

requirements. 

• First Impression Error: Making a positive or negative first impression judgment about an 

employee and then ignoring subsequent information, which runs counter to the first 

impression. 

• Similar-to-Me Effect: Favorably judging an employee who is perceived as like the manager. 

In order to avoid rater biases, objective criteria and measurements need to be developed for each major 

job task and performance goal.  Training can help increase manager self-awareness of their biases so 

that they can overcome them. 

One-over-one sign off on performance reviews. To help guard against manager bias and grade inflation, 

one-over-one manager sign-offs (where the manager’s manager reviews and approves an employee’s 

performance appraisal) improves accuracy. It is a best practice. 

Self-Assessments   
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Many organizations believe that self-assessments are effective because they enable employees to 

inform management of their accomplishments and development needs. Unfortunately, self-assessments 

do not meet these expectations. The research on self-assessmentsxxvi shows that they have low validity 

and high variability. They are more accurate when the self-rater is of higher intelligence, has a high 

achievement status, believes that they can control events that happen to them (called Internal locus of 

control), and that their assessment will be compared against standard measures.   

I do not advocate formal self-assessments, but I do recommend engagement discussions. Before the 

formal performance appraisal meeting, I recommend that managers sit down with their employees 

individually and ask them about how the job is going, what they like and do not like to do and their 

career aspirations. When this is done outside of the formal performance review, employees are more 

willing to open up, and the process helps build stronger manager-employee relationships.  

I recommend that managers ask the following questions: 

1. What do you believe went well this year with your performance?  

2. What do you think could have gone better?   

3. What can I do to help you? 

4. What do you like best about your job? 

5. What do you like least? 

6. What would you like to do more of? 

7. What would you like to be doing in the company in three years? Five years? 

The first three questions provide insight regarding the employee’s thinking about their performance. 

They also allow the manager to comment where he or she agrees with the employee’s assessment and 

offer suggestions for development.  Questions 4 – 7 provide insights on how much the employee is 

engaged at work, what they like to do, and the employee’s career aspirations.  I have often seen 

discussions like these develop much deeper relationships between employees and managers. 

 

 

Forced Ranking 
 

This is one of the most contentious practices used in performance management today. Forced ranking is 

the process of ranking employees from the top performer to the bottom performer, in rank order. The 
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top performers get the highest merit pay increase, the most stock, and accelerated career development.  

The lowest performers often get no merit increase or stock and are often judged to be poor performers.  

They are either coached to do better, usually through a performance improvement plan, are moved to a 

job which is a better match for their skills, or they are terminated from the company. Forced ranking 

became popular in the 1980s and 1990s, and many companies, such as GE, Honeywell, Ford, Microsoft, 

Texas Instruments, 3M, Goodyear and Hewlett Packard have used it.  Some of these companies, even up 

to five years ago, set a goal that 10% of the workforce needed to be in the lowest designation. The 

middle group of employees received modest merit pay increases and career development.   

Forced ranking is based on the premise that rigorous evaluation and ranking of employees by their 

immediate supervisors on agreed-upon abilities, skills and attitudes is not only possible, it’s vital.”xxvii It is 

used to identify the top performers, called high potentials, and to accelerate their careers.  Its 

supporters claim that forced ranking is more effective than performance management systems based on 

competencies and performance standards because it avoids “grade inflation.”   

Managers, by their human nature, are averse to giving negative feedback and making tough 

performance management decisions. I worked in a large company where the CEO insisted on forced 

ranking because he was tired of seeing high potential directors and vice presidents fail, and he blamed it 

(accurately) on grade inflation. A major goal of forced ranking is to rid the organization of the worst 

performers or employees who no longer have the skills needed by the company. When I worked at 

Honeywell, forced ranking, with a mandatory requirement to take out the bottom 10% of employees, 

was judged to be one of the best ways to drive change and continuous improvement throughout the 

organization.  

Does it work?  Let’s see what the research tells us. Professor Steven E. Scullen and his colleagues studied 

the forced ranking systems of 100 companies who had 100 or more employees over a 30-year period.  

Scullen created a mathematical simulation of their sample base, controlling for the impact of voluntary 

turnover, the quality of the applicant pool and the validity and reliability of the ranking assessments that 

were made.  Each of these companies identified the bottom 10% of their workforce every year, fired 

them, and then replaced them with the best available candidates from the applicant pool.  The results 

suggested that: 

A forced ranking system could lead to noticeable improvement in workforce potential, most of 

the improvement should be expected to occur over the first several years, and the improvement 

is largely a function of the percentage of workers to be fired and the level of voluntary 

turnover.xxviii 

Performance Management consultant Dick Grote reflecting on their research, points out that 

terminating the lowest 10% rated employees increased organizational performance more effectively 

than improving employee selection procedures and the quality of the applicant pool:  

They discovered that firing more poor performers provided greater benefit to the organization 

than releasing a smaller number, “In each case, however, results for 10% fired were superior to 

those for 5% fired.” While they examined the relative importance of improving selection 

procedures and enhancing the quality of applicant pools in increasing the overall effectiveness 

of the workforce, they discovered that getting rid of poorer performers produced the best 

results. It is interesting, however, that firing poor (i.e., low ranked) performers was the quickest 
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route to improvement, and that reducing voluntary turnover soon become important as 

well.”xxix 

Forced ranking has a marginal utility: After a few years, it backfires. 

Based on this and other research, Grote concluded however, that there is a marginal utility to forced 

ranking and driving out the bottom performers, “I find that most organizations are better served by 

implementing a forced ranking system as a short-term initiative.”xxx 

What do detractors say?  Charlotte A. Donaldson, in her article “Performance Management: Forced 

Ranking” writes: 

One common criticism is that it pits associates against each other, instead of fostering a 

collaborative work environment.  On those occasions when managers lead truly high-performing 

teams, someone still must be ranked low, despite meeting performance plan goals.  To replace 

that person with an unknown is expensive. Ed Lawler, author of Treat People Right, contends 

that forced ranking creates a dysfunctional and hyper-competitive workplace. All too common is 

the complaint of a demoralized staff with a mistrust of leadership. Discrimination lawsuits are 

another problem, where defensible, fair and consistent performance appraisal methods and 

processes were not in existence.xxxi 

Development Dimensions International, Inc. (DDI) in 2004 found that only 39 % of companies using 

forced ranking systems found them even moderately effective. 

Many companies have abandoned the practice of taking out the bottom 10% of poor performers 

annually, including GE, where CEO Jack Welch once championed it.  Ford, Goodyear and Capital One 

stopped their forced ranking systems after age-discrimination cases.xxxii  In 2012, Expedia got rid of 

forced ranking, which was described as an effort to rehumanize the relationship between employees 

and their bosses.  Bloomberg Businessweek quoted Connie Symes, Expedia’s executive vice president for 

human relations as saying, “We wanted performance management to be less ‘event-orientated’ and to 

be something that manager and employees engage in as a regular part of how they do business 

together—not a look back at last year and assigning a grade to it.” 

In November of 2013, Microsoft Inc. announced it was ending its Stack Ranking System (another term 

for forced ranking).  David Auerbach, a former Microsoft employee, told Bloomberg Businessweek that 

the practice had employees feeling helpless and, “Encouraged people to backstab co-workers.”xxxiii   

In that same year, Motorola Solutions dropped ratings altogether from their performance reviews. 

“People had an unbelievable focus on their ratings,” Motorola CEO Greg Brown is quoted as saying.  “So, 

we decided to forget the rating and just link performance to pay more directly.  You no longer have a 

forced bell curve, which can be demoralizing and can create a culture of infighting.”xxxiv  Human 

Resources leader, Shelly Carlin, explains that Motorola Solutions now requires managers and employees 

to have ongoing conversations about performance as well as an annual review to determine whether 

employees have met their objectives.  But the pay question—which went hand in hand with the 

ranking—is handled separately.  Under the old system, bonus amounts were based on performance 

rating, which led to grade inflation and payouts below the expectations of higher performing employees.  

Now, standard bonuses are paid out solely on company financial results, and 25% of the bonus pool is 

set aside as merit pay for top performers. 
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Counter to the trend of dropping forced ranking in performance appraisals, All Things D reported in 

November 2013 that former Yahoo CEO Marissa Meyer implemented a forced ranking system, believing 

that her organization was bloated and not appropriately staffed. (Part of her strategy was to also 

aggressively upgrade talent through company acquisitions such as Tumblr, not just through recruiting.) 

Her purpose with implementing forced ranking was to weed out poor performers, and it resulted in 

firing some 600 employees. While many observers agree that Yahoo was overstaffed, many internal 

leaders apparently are incensed by the forced ranking system, called “Quarterly Performance Review” 

because if forces the lowest two rankings on good performers: 

Some inside the company are incensed that the “Quarterly Performance Review” system forces 

managers to rank some of their staff with designations of “Occasionally Misses” and “Misses,” 

even if it is not the case, via what is essentially a modified bell curve.  Those fired recently had 

gotten lower scores at least two times in recent quarters, said multiple sources…xxxv 

The article also states that the process was poorly communicated by human resources. Many in Yahoo 

also perceived the system to be biased because top executives could not discern the “political bias and 

favoritism” that can appear in the rankings. 

I will share with you two experiences I had with forced rankings. In the first example, I implemented 

forced ranking. In the second, I was part of a human resources team which eliminated forced ranking. 

Example One: My experience implementing forced ranking on a short-term basis to remove poor 

performers. While leading human resources for a large division of a Fortune 200 company, I received 

numerous complaints from executives about the poor performers they had received from intra-

department transfers. When I considered the performance histories of these employees, their previous 

performance was seldom documented.  The company had a five-scale performance management 

system but a limit on only the highest rated group.  The culture was loath to provide negative 

performance feedback and simply pawned poor performers off on other unsuspecting departments.   

With statistics and individual cases in hand, I pointed this issue out to the executive management team 

and suggested performance feedback training for managers. I also recommended that, for one year 

only, each department of over 10 employees have at least 10% of the workforce in the lowest rank of 

the scale. The lowest ranked employees would be put on a performance management plan and have 

documented and sustained better performance within six months, be moved to a job that was a better 

match for their skills or terminated.  The executive management team agreed. As a result, about 2% of 

the workforce was terminated and replaced with more skilled workers.  The rest showed improvement. 

Example Two: Ending forced rankings.  In a Fortune 200 company, the decision was made to abandon 

forced ranking, believing it was divisive and that employees were too focused on their rank rather than 

their manager’s feedback. A system of providing quarterly feedback on the employee’s top three goals 

and company-wide competencies was put in place instead. Market based pay adjustments were given to 

all employees, and the top 20% were given additional amounts of base pay.  Group bonuses were 

awarded based mostly on division financial and product quality measures. High potential employees 

were selected from the top 20%.  

Immediate feedback regarding the system from management was divided. Some feared performance 

decreases. Most managers, however, noticed that employees were much more focused on development 
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feedback and building relationships.  Employees welcomed the change. You could feel the stress leave 

the building! 

What is the conclusion regarding forced rankings?  Although the current trend is against forced rankings, 

I believe the answer depends on the business circumstances.  For most companies in the growth mode 

of their business cycle, I believe that forced rankings are too damaging to morale, collaboration, 

teamwork and innovation. Moreover, when employees are worried about their standing on the forced 

ranking distribution curve, they are not open to development feedback and coaching from their 

manager.  If you believe your organization has too many poor performers, or if you believe you need to 

reassess your workforce against new competencies required for future business strategies, however, 

forced rankings, can be an effective tool on a temporary basis. When a forced rankings system is used, it 

should be for a short-term period. It requires training and transparent and careful communications to 

management and the workforce, or the rumor mill will grist your organization to a halt. 

 

Employee Rating Scales   
 

Based on the research pointing to the negative effects of forced rankings, I do not recommend 

employee rating scales. Rating scales force employees to focus too narrowly on their ratings rather than 

listen to their manager’s feedback. The exception is when an organization believes that it has too many 

poor performers.  

Many executives or human resources leaders object to eliminating employee rating scales, fearing that 

they will not be able to identify their top potential employees or that performance management 

discipline will suffer. Nonsense! High potential employees are best identified by a combination of 

performance and potential criteria.  (Please see my white paper on Comprehensive Talent Management 

Systems Lead to Better Business Outcomes and Higher Shareholder Returns! on my website to 

understand this criterion).  Performance is best managed by reviewing who is meeting their goals and 

performing at the level required of functional or company-wide competencies for the job. You don’t 

need rating scales for this. You need courage. All managers need to address their poor performers, or 

the overall performance of the team and organization will suffer, threatening everyone: customers, 

shareholders, leaders and employees. 

If you decide that your organization should use performance-rating scales, the research is clear.  Labeled 

scales, such as excellent vs. good, are more accurate than numbered scales. There is no conclusive 

evidence on whether the use of a neutral or middle point scale, such as a 4 vs. 5-point scale is better.xxxvi 

I have heard passionate arguments over the use of 3, 4 or 5-point scales, with the bold assertion that 

employees feel very insecure if one or the other is used.  

If you implement a rating scale, my recommendation is to use a 4-point scale. Have a high performing 

scale title, such as “demonstrates mastery” or “exceptional.”  For good, steady performers, use “good 

performance.”  For those performing below standards, I believe it is important to differentiate between 

those who are new to the job and developing new skills, and the tenured employees who have poor 

performance or substandard skills. The performance title for the former could be “developmental” and 

the latter, “needs improvement.” 
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Without ratings or forced rankings, performance can still be measured with clearly written goals and 

objective competencies. I reject the notion that objective competencies de-emphasize the soft skills 

necessary for teamwork and collaboration.  Soft skills can be assessed through management input and 

peer surveys.  Human resources and top management can work with managers to identify the 

organization’s high potential employees and the successors for functional leaders, division Presidents 

and CEOs. 

 

360-Degree Feedback 
 

Should your organization Use 360-degree feedback? 360-degree feedback uses surveys to gather 

anonymous feedback about managers or employees from peers, subordinates and higher-level 

executives.  This process is another hotly contested debate in performance management today.  360-

degree feedback is based on the belief that collecting objective feedback from a wide net will more 

accurately capture an employee’s performance and behaviors, strengths and development areas, than 

the manager’s observations alone. 

360-degree feedback took off in the 1990s. Companies began to use complex 360-degree tools with 

normative benchmark data from vendors, such as Personal Decisions Incorporated and The Center for 

Creative Leadership, or internally developed tools based on the company’s leadership competencies.   

Is 360-degree feedback effective?  The answer from most studies is that there is no evidence it is 

effective, largely because it is poorly designed and implemented!  Dr. John Sullivan of San Francisco 

State University provided this assessment:  

There is no data indicating it actually improves productivity, increases retention, decreases 

grievances or that it is superior to forced ranking and standard Performance Appraisal systems.  

It sounds good, but there is no proof it works other than a lot of companies have tried it.xxxvii 

In their human capital index study, Watson Wyatt discovered that 360-degree feedback processes were 

associated with a decrease in financial performance because of the misguided way organizations 

implemented them.xxxviii   

So where does 360-degree feedback go wrong?xxxix: 

1. Feedback is tied to merit pay or promotions, so it is inflated. 

2. Comments traced back to individuals can cause resentment between workers. 

3. Feedback is not linked to organizational goals or values. 

4. The feedback tool is used stand-alone, without follow up or development plans. 

5. Excessive numbers of surveys are required of each worker, with few tangible results 

provided to individuals. Workers can become worn out by a useless process. 

Poor implementation of 360-degree feedback often includes little or no training for managers, recipients 

and raters on the purpose of the feedback, how to give the feedback, how to prioritize the feedback and 

how to establish and follow up on developmental actions.xl  Others have also noted how a lack of 
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support and participation from top management can lead to poor implementation.xli  It is also important 

to understand that raters tend to inflate ratings when it is linked with performance management.xlii 

Marcus Buckingham, who wrote First, Break All the Rules, co-authored Now, Discover Your Strengths, 

and helped create StrengthsFinder, has given a stinging criticism of conventional 360-degree feedback in 

a recent Harvard Business Review article.  “All but a very few 360-degree surveys are, at best, a waste of 

everyone’s time and, at worst, actively damaging to both the individual and the organization. We could 

stop using them right now, and our organizations would be the stronger for it.”xliii  Buckingham’s main 

criticism is with the “bad data” collected from 360-degree surveys when the rater is asked to assess 

managers on various competency behaviors, such as clarity of vision or being a good listener.  He 

maintains that raters are unreliable when rating their manager’s behavior. Raters are only reliable at 

rating their own feelings and emotions. So, rather than rating the manager on, “Marcus is a good 

listener” the rater should answer questions, such as “I feel that my opinions are heard.” Buckingham 

also faults 360-degree feedback for poor sampling design. “Your raters are a non-random group of 

people who happen to work with you or report to you. In statistics, we call this a ‘skewed sample.’ Add 

up all their ratings, and you do not get an accurate, objective measure of your leadership behaviors. You 

get gossip, qualified.”xliv The blog reaction to Buckingham’s article was mixed.   

What are we to make of 360-degree feedback?  360-degree feedback still provides a broader 

assessment of an employee’s competencies than the manager can alone, but it is time for an overhaul at 

most companies.  Great care needs to go into assessing whether to have 360-feedback, its purpose, the 

implementation steps, and the action plans based on the actual feedback.   

These are my recommendations: 

1. If the process does not have the support and participation of top management, don’t do it. 

2. 360-degree feedback is most successful when it is used for development purposes, particularly 

when a leader is at a transition point, such as a new assignment or promotion, and for the 

development of high potential employees. Development 360 surveys will take 20 to 25 minutes 

to complete and should gather feedback on the competencies needed for the new role. 

Development 360s are successful when the purpose is clear to all, and everyone is aware of 

their role as the rater, manager, recipient or feedback provider. A competent vendor who has 

the research behind their approach, such as the Center for Creative Leadership or Personnel 

Decisions Inc. (PDI) should be used. It is vitally important to make sure an action-based 

development plan is put in place, with follow-up monitoring and consequences. This 360-degree 

process can be made more impactful by adding leadership assessments, such as the Hogan 

Personality Inventory (HPI). I recommend an internal or external coach to work with the 

employee on key development feedback. Consider having a follow up survey completed.  

3. It is time to follow Marcus Buckingham’s suggestion and scrap traditional 360-degree feedback 

surveys and, instead, use employee engagement surveys to gather feedback on managers. 

Employee engagement surveys go beyond traditional employee satisfaction surveys, which 

typically measure employee satisfaction with their pay, benefits, working conditions and 

managers. Employee engagement surveys try to determine how emotionally attached 

employees are to the company. Employee engagement surveys provide better sampling from 

direct reports, incorporate “I” questions that employees can more accurately answer, and save 

the organization from having to do 360-degree surveys. As with any survey, it is important to 
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have clarity regarding the survey’s purpose. Anonymity and follow-through are critical. After the 

process is complete, action plans should be established with each supervisor based on the 

feedback, with follow-up monitoring and consequences. 

4. I do NOT recommend traditional 360-degree feedback tied to performance management.  

However, if you are going to use 360-feedback as part of the performance management process, 

here are some important considerations. Make sure you have the visible support and 

participation of top management.   

 

Assess how open your company culture is to provide and receiving honest feedback. Keep the 

feedback anonymous. Thoughtfully implement the process, with clarity on its purpose and 

provide training for raters and managers. Keep the 360-degree tool itself and the time required 

to fill it out short—no more than ten minutes.  Make sure that the administrative process is easy 

with digital tools. Use competencies that are meaningful to the business and, most importantly 

the employees and work teams. I recommend using the same competencies as on the 

employee’s performance appraisal.  

 

Allow raters to make comments that are easy to interpret, such as a written answer to the 

following three questions:   

1. Employee should continue doing the following?   

2. Employee should stop doing the following?  

3. Employee should start doing the following?   

Don’t gather feedback on everyone, every year.  You will wear the organization out, and the 

quality of the feedback will suffer. You can rotate which departments complete 360-degree 

feedback using a bi-annual schedule or vary feedback at different times over two years. 

 

Career Development. It builds engagement and retains employees! 
 

The employee engagement literature is full of evidence that employees prefer employers who take an 

interest in developing their careers and follow through with development actions and opportunities.  As 

we have learned from behaviorism, feedback is best when it is immediate, direct and clear. Vroom’s 

Expectancy theory teaches us that employees who believe management will follow through on 

development actions will stay and engage with the employer. Career growth and development, a 

Herzberg’s Motivator, is what leads to high achievement and better business outcomes.   

The annual performance appraisal is a perfect time and opportunity to focus on a manager’s 

developmental feedback and employee aspirations for future career growth. Don’t just repeat what has 

already been told to the employee.  Go further. Outline the next steps in the employee’s career - from 

the key competencies to be learned, the seminars that will provide the basics for those competencies, 

the next job rotation, and promotional opportunities. Career development needs to be done as a team. 

It is not only dependent on the relationship and coaching of the direct supervisor but also the guidance 

of mentors who can provide the employee confidential advice. Those employers who provide effective 
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career development opportunities are the ones who will retain their high potential employees and key 

technical talent. 

 

Performance Appraisal/Career Development Meetings—Guidance for 

Managers 
 

As managers sit down to prepare for a performance appraisal, they need to remember that this is a 

stressful time for the employee as well as the manager. Most employees should leave the meeting 

feeling good about their accomplishments, feedback, career development, and their relationship with 

the supervisor. Following are some tips to make the process go more smoothly.   

1. Prepare.  Review the employee’s goals and development plan, their accomplishments, feedback 

from key stakeholders with whom the employee has worked (either informally or through 360-

degree surveys), and your correspondence with the employee.  Your Credibility is an important 

factor.  

2. Create a comfortable environment.  Schedule the review well in advance at a time and place 

that is convenient for you and the employee.   

3. Employee engagement session.  Before the formal review, consider holding individual employee 

engagement sessions to get their views on their performance, what they like most about their 

work, the team and the company, and what they don’t like. Please see my recommended 

questions for these sessions on page 11.  

4. No surprises.  No employee should be surprised by anything on his or her performance appraisal 

unless a significant performance, behavior, or ethical issue has occurred in the past month. Of 

course, no surprises means that the supervisor has maintained regular and timely feedback and 

open communications with the employee throughout the year and at key milestones.   

5. Provide praise and allow the employee to feel good about their accomplishments! Adults 

generally do not hear enough praise. Providing positive feedback and praise reinforces those 

behaviors. Build their sense of achievement, self-esteem and sense of self-worth. The level of 

appropriate praise will differ with each employee, so be flexible! 

6. Provide constructive feedback with suggestions for improvement.  Keep the feedback to job 

performance, not the individual. Research shows that constructive feedback is more impactful 

when the reviewer gives suggestions for improvement.   

7. Choose your words carefully and rehearse.  As you give the review, be aware that your tone of 

voice, your expressions and body language will actually make a bigger impact than the words 

you use. Rehearse your expression and tone of voice as well what you will say. 

8. Ask for feedback. Check to see that your messages have been heard. Many coaching models call 

for the employee to articulate their improvement goals and any assistance they may want 

regarding coaching or training. Listen for this.   

9. Closure.  It is important to bring closure to the process. Make sure the employee understands 

what they did well, areas for development and what you have agreed to do to assist their 

development or improve the work environment. Be sure to cover your understanding with the 
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employee of their 5-year career goal, and their developmental learning opportunities for this 

year and the year after. 

 

Conclusions 
 

Performance management needs to be as dynamic as a company’s business environment, with a 

premium placed on ongoing feedback, recognition and opportunities for development. As with any of 

the processes in talent management, when performance management is championed by executive 

management and linked to the company’s strategies, it not only improves business outcomes and 

performance, it can also drive them. 

If even the mention of “performance management” in your organization sends employee’s scurrying for 

cover or elicits moans from management, it’s time for an overhaul! Conversely, if your company 

struggles with knowing what the left and right hands are doing, an effective performance management 

system can align employees to the company’s business strategies, build shared commitment, improve 

customer relationships, and motivate employees to achieve greater performance and innovation. 

 

Need Assistance with Performance Management? 

I’m Victor Assad.  If you would like to explore what options are 
open for you to improve the performance management strategies 
and practices in your organization, and are prepared to act now, I 
invite you to contact me to schedule a complimentary one-hour 
strategy session. 

I am the CEO of my own Strategic Human Resources Consulting 

company and a Managing Partner of InnovationOne. I have over 25 

years of experience leading human resources departments in fast-

growth, global, billion-dollar divisions, and start-up businesses, 

including Honeywell and Medtronic. My experience spans a diverse 

group of industries, such as medical devices, software, semiconductors, aerospace and defense, 

insurance, real estate management and manufacturing. 

We will discuss the opportunities and challenges facing your company, our assessments, tools, and how 
we can assist you. 

The session takes about one hour and we can link-up either in person, by phone, or by videoconference 
with Zoom. 

Just contact me by phone (707-331-6740) or by email (VictorAssad6@gmail.com) to arrange the 
complimentary session 
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I invite you to explore this website to learn about who we work with, how we work with them, and the 
services we offer to help you take your talent management, innovation, leadership, and teams to the 
next level.  While there, I also invite you to follow my award-winning weekly blogs on various 
performance management, talent management, innovation, leadership and team issues. 

 

Contact Victor Assad 

707-331-6740 

victorassad6@gmail.com 

www.victorhrconsultant.com 

 

  

mailto:victorassad6@gmail.com
http://www.victorhrconsultant.com/
http://www.victorhrconsultant.com/
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Appendix A - Motivational Theory 
 

Behaviorism  

This motivational theory believes that human minds are a blank slate at birth and are shaped by their 

environment.  All behavior is observable and learned by stimulus-response associations made by the 

learner. If you want someone to do an action, such as pick up garbage in the street, reward the 

individual for it with something of value, such as money.  When the individual is paid, the behavior is 

reinforced. Repeated learned behavior then becomes habit.xlv  Behaviorism has limitations, which 

include the physical and emotional limits of the workers, or when the reward earned exceeds the 

reward needed. 

Rewards, sometimes called consequences, can be either positive or negative.  Consequences are 

powerful motivators, and managers have many consequences to use.  A positive consequence is not just 

money. The boss smiling at the employee when the employee makes a significant contribution during a 

staff meeting or when accomplishing a task is a positive consequence. Other positive consequences 

include verbal congratulations, a thank you e-mail or text, or a bonus delivered at the completion of a 

goal.  Negative consequences are easily confused with punishment, but they are different. Negative 

consequences include the removal of a dreaded or adverse condition. The removal of the adverse 

condition is the reward.  An example of the removal of negative consequence is not requiring work on 

Saturdays to complete weekly inventory reconciliation forms when sales quotas are achieved. The 

removal of Saturday reconciliations is the reward. 

Punishment is the presentation of a strong, adverse consequence, which decreases the frequency of a 

behavior. Terminating employees for theft is an obvious punishment.  Another punishment might be 

delivered by a manager who (intentionally or unintentionally) mocks or embarrasses an employee for 

raising a difficult question during an all-employee meeting. Both punishments can seriously deter the 

undesired behavior. If a punishment is perceived to be unfair or harsh, it can generate a backlash 

response by the employee or groups of employees. For example, employees may no longer ask 

questions during all-employee meetings, initiate a lawsuit for wrongful termination, file a whistle-blower 

complaint, or form a union.   

Consequences need to occur directly after the desired behavior has occurred to be effective, and the 

learner must understand the stimulus, response, feedback relationship.  The lesson in behaviorism for 

businesses is to clarify employee roles, responsibilities, goals and operating norms and then provide 

immediate positive or negative reinforcement upon the accomplishment of a goal or behavior (or at key 

intervals along the way).   

While behaviorism provides important guidelines for setting expectations, learning, coaching, 

motivation and recognition, it is highly criticized for being too simplistic, too focused on external 

stimulus and ignoring that people think, feel and have intrinsic motivations.  It does not hold the key to 

driving intrinsic motivation, purpose and passion.   

Victor Vroom’s Expectancy Theory  
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This motivational theory provides a formula for identifying the conditions that goals must meet to have 

intrinsic value and motivation.xlvi  It holds that three factors, which build upon each other, will shape an 

individual’s intrinsic motivation toward a goal: valence, expectancy and instrumentality. With valence, 

an individual will work toward a goal if the individual attaches a positive value (such as money, 

happiness or self-worth) to the outcome. With expectancy, the individual’s motivation will depend on 

his or her confidence about achieving the outcome. Instrumentality is the belief that the individual will 

achieve the outcome and values the reward. What does this mean for businesses? An Individual will 

work toward a goal if the goal has an outcome that will make the individual happy, the individual 

believes the outcome can be achieved, the promised reward is desired by the individual, and the 

individual believes the manager will give them the promised reward.   

Experienced sales leaders 

have seen Expectancy 

Theory in practice and can 

testify to its predictive 

value. Sales 

representatives are very 

quick to analyze the 

quarter’s sales quotas and 

commission plans and 

determine a goal’s 

valence, or positive value, 

its expectancy, the sales 

representative’s 

confidence in achieving 

the goal’s outcome, and its 

instrumentality, how much 

the sales representative 

will value the award he or 

she believes can be attained.  If the sales representative determines the goal is difficult to achieve, or 

that the commission structure is not generous enough, the sales representative will defer sales until the 

next quarter, hoping for a more attainable goal or better commission structure.  Conversely, if the sales 

representative believes this is the best quota and commission structure to come for some time, sales 

may be accelerated into the current quarter to take advantage of this quarter’s goal and commission 

structure. Vroom’s theory helps us understand the criteria that goals must meet for intrinsic value and 

motivation, but it is still based on external motivators.  It does not get to the heart of intrinsic 

motivators and purpose, the engine that ignites superior performance, innovation and customer service. 

Abraham Maslow’s Hierarchy of Needsxlvii   

The prevailing model for intrinsic motivation and the unleashing of self-actualization comes from 

Abraham Maslow’s Hierarchy of Needs. At the hierarchy’s base are physiological needs, which are the 

basic human needs to sustain life, such as food, shelter, clothing, and a safe home. Until these needs are 

met, the individual is not free to pursue higher order needs. Next on the hierarchy is safety and security.  

If the need for safety and security is threatened, it triggers a fight or flight response. In the work 

environment, a competitive colleague, work gossip, politics, a boss who bullies, harassment, or the 



28 | P a g e  
 

threat of economic loss can threaten safety and security.  These threats to safety and security can be 

very disruptive, sap morale, lower productivity, be divisive and lead to lawsuits.  Until a sense of safety is 

stabilized at work, the individual will be distracted, unproductive and unable to pursue the higher order 

hierarchies. 

 

Peter Drucker has suggested that Maslow’s safety hierarchy reveals an employee’s attitude toward 

employment security, and it is an important consideration when choosing a job and work 

environment.xlviii  Some employees may have a personality and safety threshold that calls for a stable 

work environment and high levels of employment security. Others may thirst for adventure and wealth, 

and prefer a dynamic, market-driven environment that comes with high risk and the potential of high 

reward.   

Next on Maslow’s hierarchy is social or affiliation. Today, it is frequently called love or belonging.  

People, even introverts, are social beings who need to belong to and be accepted by social groups. To 

satisfy this need at work, employers or work teams sometimes provide polo shirts with the company or 

team’s logo, monthly breakfasts where employees are welcome to mingle together and get to know 

each other, or Friday afternoon happy hours. When social needs are dominant for an individual, he or 

she will strive for meaningful relationships with others.   

Once individuals believe that they belong to a group, they will move up Maslow’s hierarchy and seek 

esteem and recognition from others.  The fulfillment of esteem can produce feelings of self-confidence, 

influence, power, prestige, control, and a sense that they have a positive impact on their environment. 

How individuals go about fulfilling their need for esteem can be constructive or destructive to the group. 
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When their behaviors are collaborative, informative, and helpful, they can propel the group to new 

learnings and heights in performance. If their behaviors are disruptive and dominating, it can lead to 

conflict over recognition, status and their relative position in the hierarchy. The environment that a 

company creates in its work culture: collaborative or competitive, principled or Machiavellian, 

performance based or relationship based can go a long way in determining how individuals pursue 

esteem. 

The pinnacle of Maslow’s hierarchy is self-actualization; the need to maximize one’s potential, whatever 

it may be.  The unlocking of an individual or a team’s self-actualization is the key to teamwork, superior 

performance and business success.  An individual’s passion for self-actualization is what drives the 

Olympic athlete to years of workouts and regiment, the scientist to long hours of research, and the 

engineering and marketing team to the next breakthrough invention. When companies align their 

employees’ passions to the company’s mission and purpose, great outcomes can be achieved.  This is 

the center of employee engagement. 

Individuals can move up or down Maslow’s hierarchy during the course of a day as their needs change.  

If a meeting goes past the lunch hour and the team is hungry, the team will fall from the social level to 

the physiological level, the focus of the discussion will dim, and the contributions will wane as everyone 

considers their hunger. If an employee is severely criticized in a meeting, he or she may fall out of the 

esteem level. If the individual’s ego is damaged and his or her self-confidence falters, the individual’s 

needs fall back to the social level, or worse the safety level. 

The challenge for business and human resources leaders is to align the purpose of the enterprise to the 

individual’s motivations and enable self-actualized work.   

Frederick Herzberg’s Hygiene Factors  

Frederick Herzberg discovered that employees have two different categories of needs that are 

independent from each other and affect behavior in different ways. The categories are hygiene factors, 

which relate to the work environment, and motivators, which relate to the job. 

 

Herzberg Hygiene (Maintenance) Factors 
The Environment 

Herzberg Motivators 
The Job Itself 

• Policies and administration 

• Supervision 

• Working conditions 

• Interpersonal relationships 

• Money, status and security 

• Challenging work 

• Achievement 

• Growth and development 

• Recognition and accomplishment 

• Increased responsibility 

 

The critically important conclusion from his research is that hygiene factors produce no growth in 

worker output capacity. Employees expect good hygiene factors, and when hygiene factors are below 

industry standards, they become dissatisfied and de-motivated. Motivators, on the other hand, can 

drive employees to higher job satisfaction and increased performance and output. Incidentally, 

Herzberg’s hygiene factors align with Maslow’s physiological, safety and belonging/love needs, and 

Herzberg’s motivators align with Maslow’s esteem and self-actualization needs.  
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Self-Comparisons  

Research by Harvard Business School Assistant Professor, Ian Larkin, has determined that the most 

powerful workplace motivator “Is our natural tendency to measure our own performance against the 

performance of others.”xlix While researching financial incentives versus president’s club membership on 

software sales people, Larkin found that “sales people will actually give up the chance to make extra 

money if doing so will garner positive recognition from their peers.”l  He found similar supporting 

evidence of the power of self-comparisons in analyzing the motivation of new MBA graduates who 

desired to gain status, and with University professors who repeatedly downloaded their own 

publications to score higher than peers on a SSRN academic paper repository.    

Closely tied to self-comparison is new research on the powerful recognition of peers, which may be even 

more reinforcing than recognition from the manager.  “Peers know what you’re doing on a day-to-day 

basis, so when they ‘thank you’ for your efforts, the impact is much more meaningful.”li  Peer 

recognition systems have been on the rise, but the challenge is to make sure they are tied to business 

strategies and outcomes. 

Fear  

What about fear?  Does fear motivate?  It most certainly does. If a growling, foaming at the mouth 

Doberman Pincher comes running your way, you’ll know fear. You will feel the surge of adrenaline in 

your veins and quickly decide whether to fight or flee.  

Fear naturally exists in the workplace. Fear of not being liked by the manager.  Fear of not fitting in with 

peers. Fear of failing in front of peers. Fear that the business will not compete successfully and either 

loses market share or closes. Fear of not getting a raise. Fear of being fired or laid off. Fear of letting 

family and friends down. Management doesn’t want employees deciding between fighting and fleeing. 

Instead, management wants employees to engage, collaborate and innovate. Studies of emotion and 

performance show that positive emotions need to outnumber negative emotions for employees to be 

able to perform at their best. In fact, the ratio of positive to negative emotions should be between 3:1 

and 5:1 for optimal performance.lii 

The job of managers is to move the team forward, overcome their fears, build confidence and compete 

to win in the marketplace.   

 

 

  



31 | P a g e  
 

Appendix B - Sample Performance Management Form 
 

What can a simple performance management form look like? I have provided a two-page form as an 

example, beginning on the next page.  The first page covers performance management including ratings 

against goals and an example set of company-wide competencies.  On page one, employees are asked to 

complete up to five goals using the SMART goals format, and to update progress each quarter during the 

year.   

The company-wide competencies are evaluated by the manager.  Company-wide competencies ought to 

flow from the purpose and strategies of the culture, not the business buzz words of the day.  Rather 

than company-wide competencies, technical competencies by function can be used in their place, 

provided they are well thought out, tied to business strategies and are well communicated and 

understood by the work force. 

The second page includes development planning and a talent management summary. It allows the 

employee to highlight the competencies that they perform at with a level of mastery, their development 

needs, a development plan, and long-term career goals.  

In order to help guard against biases and a halo effect, the form requires the one-over-manager 

signature as well as the employee and manager’s signature. 

This form can be shortened to be a one-page form by dropping the second page, or by switching to a 

horizontal format and reducing the space allotted for comments. 

My final observation is that this form is set up largely as a text entered form.  Companies with more 

sophisticated systems for job codes, job functions, job titles and functional competencies can 

incorporate more drop-down menus. 
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Company Name       
Performance Appraisal        Year:    Date: 
 
 
 
First Name: Enter text.  Last Name: Enter text. Emp. No.: Enter text.  
Dpt. Name: Enter text.  Job Title: Enter text. Function: Choose function.  
Mgr. First Name: Enter text. Mgr. Last Name: Enter text Mgr. No.: Enter text 

 
 
Goals, and Goals Status, to be Entered by Employee 
Goal 1:  Click here to enter goal in SMART format.   Choose status.  
 
 
Goal 2: Click here to enter goal in SMART format.   Choose status.  
 
 
Goal 3: Click here to enter goal in SMART format.   Choose status. 
 
 
Goal 4: Click here to enter goal in SMART format.   Choose status. 
 
 
Goal 5: Click here to enter goal in SMART format.   Choose status. 
 
 
 
 

Competency Evaluation by Manager 
Sense of Urgency      Choose an item.  
Customer/Client Relationship     Choose an item. 
Work Excellence          Choose an item. 
Teamwork/Collaboration            Choose an item. 
Technical Competency                          Choose an item.  
Ethics/Business Conduct   Choose an item. 
 

 
 
 
Manager Evaluation Comments Entered Here 
Manager enters comments on current quarter performance and development feedback here. 
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Employee Comments Entered Here 
Employee enters comments on current quarter performance here. 

 
 
 
 
 
Career Planning to be Entered by Employee and Reviewed with Manager 
Desired title in five years: Enter text. 
 
Skills at Mastery Level: Enter text. 
 
Key Career Accomplishments: Enter text.  
 
 
Strengths: Enter text. 
 
 
 
 
Development Areas: Enter text. 
 
 
 
 
Development Plan for next 12 months: Enter text. 
 
 
 
 
Potential next role: Enter text.   Potential 2nd next role: Enter text. 
 
Mentor (only enter after mentor agrees) Enter text. 

 
Manager Signature: Write electronic signature. 

 

Employee Signature: Write electronic signature. 
 
One-over Manager Signature: Write electronic signature. 
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