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Series Editor’s Preface

The Talent Management Essentials series presents state-of-the-art 
thinking on critical talent management topics ranging from 

global staffi ng, to career pathing, to engagement, to executive staff-
ing, to performance management, to mentoring, to real-time leader-
ship development. Authored by leading authorities and scholars on 
their respective topics, each volume offers state-of-the-art thinking 
and the epitome of evidence-based practice. These authors bring to 
their books an incredible wealth of experience working with small, 
large, public and private organizations, as well as keen insights into 
the science and best practices associated with talent management.

Written succinctly and without superfl uous “fl uff,” this series pro-
vides powerful and practical treatments of essential talent topics criti-
cal to maximizing individual and organizational health, well-being 
and effectiveness. The books, taken together, provide a comprehen-
sive and contemporary treatment of approaches, tools, and tech-
niques associated with Talent Management. The goal of the series is 
to produce focused, prescriptive volumes that translate the data- and 
practice-based knowledge of I/O psychology and Organizational 
Behavior into practical, “how to” advice for dealing with cutting-edge 
organizational issues and problems.

Talent Management Essentials is a comprehensive, practitioner-
oriented series of “best practices” for the busy solution-oriented 
manager, executive, HR leader, and consultant. And, in its applica-
tion of evidence-based practice, this series will also appeal to profes-
sors, executive MBA students, and graduate students in Organizational 
Behavior, Human Resources Management, and I/O Psychology.

Steven Rogelberg
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Preface

While there are many books on effective performance manage-
ment systems and practices, many have focused on the devel-

opment of competencies and behavioral performance measures, 
which have been the focus of performance management for some 
time. The newest trend in performance management is “results-ori-
ented” performance management systems that use cascading goals to 
align individual efforts with organizational strategy and goals. 
Although it is impossible to fi nd fault with the idea that results-ori-
ented performance management makes sense, there is very little infor-
mation, guidance, and best practices available to guide implementation 
of these types of systems. Furthermore, as human resources profes-
sionals are attempting to implement these systems, they are quickly 
realizing that there are signifi cant challenges associated with them, 
such as how to effectively defi ne specifi c goals where some jobs are 
very fl uid and ever changing or have rote performance requirements; 
how to ensure fairness when some managers set very hard target goals 
and others easy target goals, especially when goal accomplishment is 
linked to pay; and how to put contributions from goal attainment on 
a scale so that you can systematically and fairly evaluate and properly 
reward people who deliver different types of results.

This book presents an end-to-end practical, proven, and effective 
performance management solution that focuses on achieving impor-
tant results that lead to organizational effectiveness and also on 
driving effective employee behavior. The focus on both results and 

xi



behavior is important because the most impressive results fade in the 
presence of bad behavior, just as the presence of effective behavior 
(e.g, positive teamwork, effective interpersonal skills) does not mean 
much without accompanying results.

Although tips for driving effective behaviors at work are discussed, 
the key contribution is development and implementation of perfor-
mance management systems that lead to important results based on 
cascading goals from the organizational level down to the individual 
employee. Particular emphasis will be given to the circumstances and 
types of jobs where this approach works best and those where it 
doesn’t. Practical advice and examples are provided throughout the 
book, translating best practices, ideas, and concepts into concrete and 
practical development and implementation steps that human capital 
professionals and managers can apply in their own work situations.

xii Preface
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A Primer on Performance 
Management
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Chapter 1

The Truth about Performance 
Management

Performance management is known as the “Achilles’ Heel” of 
human capital management, and it is the most diffi cult HR 

system to implement in organizations.

3

Important data from Watson Wyatt:

• Only 30% of workers felt their company’s performance man-
agement system helps them improve their performance.

• Less than 40% said their systems provide clear performance 
goals, generate honest feedback, or use technology 
effectively.

In fact, performance management is consistently one of the lowest, 
if not the lowest, rated area in employee satisfaction surveys. Yet, 
performance management is the key process through which work 
gets done. It’s how organizations communicate expectations and 
drive behavior to achieve important goals; it’s also how organizations 
identify ineffective performers for development programs or other 
personnel actions.

Performance Management: A New Approach for Driving Business Results   Elaine D. Pulakos
© 2009 Elaine D. Pulakos  ISBN: 978-1-405-17762-7 



4 A Primer on Performance Management

What Makes Performance Management So Hard?

There are genuine reasons why both managers and employees have 
diffi culties with performance management. Managers avoid perfor-
mance management activities, especially providing developmental 
feedback to employees, because they don’t want to risk damaging 
relationships with the very individuals they count on to get work 
done. Employees avoid performance management activities, espe-
cially discussing their development needs with managers, because 
they don’t want to jeopardize their pay or advancement. In addition, 
many employees feel that their managers are unskilled at discussing 
their performance and coaching them on how to improve. These 
attitudes, on the part of both managers and employees, result in poor 
performance management processes that simply don’t work well.

Another problem is that many managers and employees don’t 
understand the benefi ts of effective performance management. They 
often view it as a paperwork drill required by human resources, where 
ratings need to be submitted on a yearly basis for record-keeping 
purposes – a necessary evil that warrants the minimum investment 
of time. What many managers don’t realize is that performance man-
agement is the most important tool they have for getting work done. 
It’s essential for high performing organizations, and one of their most 
important responsibilities. Done correctly, performance manage-
ment communicates what’s important to the organization, drives 
employees to achieve important goals, and implements the organiza-
tion’s strategy.

Given the critical role of performance management and its inher-
ent challenges, this book provides  .  .  .

• Time-proven methods, down-to-earth tips, and nuts-and-bolts 
advice for designing and implementing a successful perfor-
mance management system, explained in the context of 
practical realities.

• Real-life examples to help negotiate the obstacles and organi-
zational barriers faced when implementing performance 
management.

• Training exercises and example tools, complete with forms and 
procedures needed to build a fair, effective, and high impact 
performance management system.
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• Clarifi es performance expec-
tations and standards

• Improves productivity at all 
organizational levels

• Motivates employees to do 
their best

• Ensures employees have the 
skills and capabilities to con-
tribute maximally

• Aligns performance between 
units and levels with the 

organization’s values, goals, 
and strategy

• Provides a basis for making 
operational human capital 
decisions (e.g., pay)

• Improves relationships, un-
derstanding, and insight 
between employees and 
managers

Good to Know:
Outcomes from Effective Performance Management

On the other hand, done poorly, performance management has 
signifi cant negative consequences for organizations, managers, and 
employees. Managers who conduct performance management 
ineffectively will not only fail to realize its benefi ts, but they can 

• Decreases productivity and 
motivation

• Undermines employee con-
fi dence

• May cause employees to 
quit their jobs as a result of 
how they are treated

• Fails to develop skills and 
capabilities employees need 
to contribute maximally

• Damages relationships bet-
ween employees and man-
agers

• Wastes time and money on 
training and a host of sup-
port activities

• Makes it impossible to mean-
ingfully link rewards to per-
formance outcomes

• Can result in legal challenges 
and signifi cant problems for 
organizations

Good to Know:
Outcomes from Ineffective Performance Management
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damage relationships with or undermine the self-confi dence of their 
employees. If employees do not feel they are being treated fairly, they 
become de-motivated, or worse, they may legally challenge the orga-
nization’s performance management practices. This can result in 
serious problems that are expensive, distracting, and damaging to an 
organization’s reputation and functioning.

The Goal of This Book

At some level of formality, performance management exists in every 
organization. Because it is such a vital part of organizational func-
tioning, this book provides practical advice to leaders, human 
resources professionals, managers, and employees about how to 
achieve the maximum benefi ts from performance management. 
Although the book centers on design and implementation of 
performance management systems, many of the topics are relevant 
to individual managers and employees who are trying to get the most 
from their own performance management activities.

The approach offered here focuses on using performance manage-
ment to achieve important business outcomes through driving effec-
tive employee results and behaviors. It is based on best practices that 
have evolved from research and lessons learned from implementing 
performance management in many diverse organizations. While 
many of the general ideas and best practices discussed here are not 
new, what is new is how these are combined into the recommended 
performance management process and steps and, most important, 
the focus on what it really takes to implement the best practices so 
that performance management adds value, achieves its goals, and 
produces results.

So often, when people think about performance management, the 
basic process and tools seem so straightforward and easy to imple-
ment that they miss what it really takes to gain value and results from 
a performance management process. What happens is that “fl avor of 
the day” performance management practices are enthusiastically and 
readily adopted, without considering their fi t within the given orga-
nizational context – specifi cally, whether the infrastructure and 
support are there for successful implementation. The reality is that 
best practices should not be automatically adopted just because 
someone has christened them as such. Instead, performance manage-
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ment needs to be designed in light of the climate for, commitment 
to, and desired outcomes from performance management in a given 
organization. In the end, the best-designed tools mean nothing if 
organizational members do not believe in the value of performance 
management and use performance management processes effectively. 
Therefore, it is critically important to assess the particular circum-
stances within an organization, be realistic about what can be achieved 
in a given situation, and then implement performance management 
processes that make the most sense.

• Performance management 
takes conscious and con-
certed effort to implement 
and perform

• The timeframe for develop-
ing and implementing a new 
system can take a year or 
more

• Inexperienced implementers 
are frequently unprepared 

for the challenges they will 
face

• “Best practices” don’t work 
equally well in all situations

• What is implemented needs 
to be aligned with the orga-
nization’s climate, appetite, 
and goals for performance 
management

Good to Know:
The Realities about Performance Management

In light of the truth about performance management, the remainder 
of this book:

• provides a roadmap and practical steps for developing results-
oriented performance management processes that actually work

• helps you understand what it really takes to implement best prac-
tices successfully in your organization, and importantly

• shows you how to determine which performance management 
options will be the most successful in your situation.
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The book is divided into three parts. Part I contains introductory 
information and includes this chapter and the next, which provide a 
brief history of performance management that explains how today’s 
best practices evolved. Part II focuses on the performance manage-
ment process – what questions need to be addressed, what steps need 
to be included, and how to implement performance management 
systems successfully. Part III provides nuts and bolts guidance on 
how to develop effective performance measures.



Chapter 2

How Did We Arrive at Today’s 
Best Practices?

Today’s performance management best practices are the result of 
ongoing efforts to address two key challenges that have plagued 

performance measurement since its inception:

• What type of performance should be measured – abilities, skills, 
behaviors, results?

• How can we measure performance most reliably, accurately, and 
fairly?

To understand where we are today with performance management 
and why certain approaches have become best practices, you need to 
understand how they evolved over time, based on trial and error.

The start was defi ning rating standards  .  .  .
• The beginning of formal performance management can be attrib-

uted to principles of “scientifi c management,” developed by indus-
trial engineers in the early 1900s. These principles emphasized the 
importance of defi ning standards against which to measure perfor-
mance,1 an important best practice today.

Next, abilities were evaluated  .  .  .
• During World War I (1914–1918), the performance of Army offi -

cers was evaluated, with a focus on assessing offi cer ability.2 These 
efforts marked the fi rst large-scale use of judgmental assessment 

9Performance Management: A New Approach for Driving Business Results   Elaine D. Pulakos
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10 A Primer on Performance Management

and began to solidify the use of performance management systems 
in government and industry.

Scales were developed to measure job-relevant traits  .  .  .
• In 1922, the Graphic Rating Scale was introduced.3 This scale was 

designed to elicit ratings of traits relevant to a job and was anchored 
with verbal anchors, numerical anchors, or both. Use of a rating 
scale was a signifi cant step forward. However, one problem with 
graphic rating scales was that the rating points were not well 
defi ned. For example, a scale might have assessed whether an 
employee “Exceeded,” “Met,” or “Failed to Meet” expectations, 
without articulating exactly what those expectations were. This left 
managers to develop their own interpretations of the rating scale 
points. Since some managers inevitably expect more than others. 
The result was that employees were held to different standards. 
Thus, graphic rating scales were limited because they did not 
provide suffi ciently defi ned standards that managers could use to 
systematically and fairly evaluate employees. The problem of suffi -
ciently defi ning performance standards to guide evaluations has 
continued to plague performance management.4

Performance measurement evolved to assess work outcomes and 
behaviors  .  .  .
• In the 1950s and 1960s, there was development and expansion of 

the types of performance rated, beyond job relevant traits.5,6 This 
happened because it was recognized that traits (e.g., conscientious-
ness), thought to underlie job performance, were not the most 

Example:
Graphic Rating Scales

Quality of Work 

      Low |  |  |  |  | High 

Quality of Work:  Accuracy and thoroughness in completing work. 

 1  2  3  4  5 

Failed to Meet      Met    Exceeded 

Expectations     Expectations          Expectations 
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direct and meaningful thing to evaluate. As a result, attention 
shifted to more direct and observable measures of performance. 
These included both objective outcome measures (e.g., dollar 
volume of sales) and subjective (e.g., behavioral) measures. For 
example, in 1954, a behavioral measure, called the critical incident 
technique, was introduced by Flanagan.7 This technique focused on 
eliciting specifi c examples of effective and ineffective job behaviors 
and moved performance measurement away from traits towards 
observable behavior.

Objectives-based performance measures took center-stage  .  .  .
• Also in 1954, Management by Objectives (MBO) was introduced 

by Peter Drucker in his book, The Practice of Management. MBO 
involves defi ning concrete and specifi c objectives so that both man-
agers and employees understand what the employee is expected to 
achieve. MBO systems increased in their popularity and use, par-
ticularly in the 1970s. However, experience with MBO revealed 
several diffi culties, including the time it took to set measurable 
objectives for each and every employee, unforeseen events that 
required objectives to be continually modifi ed throughout the 
rating period, and defi ning objectives that were entirely within the 
employee’s control. These diffi culties led many organizations to 
abandon the MBO approach to performance management.

Behavior-based performance measures took center-stage  .  .  .
• The trend increasingly moved more towards measuring job behav-

ior, including the development of pre-defi ned behavioral standards 
against which employees could be evaluated. Assessing job behav-
ior circumvented the problems associated with measuring objec-
tives – that they often needed to be revised during the rating period, 
accomplishing objectives can be infl uenced by things outside an 
employee’s control, and considerable time is required to defi ne 
individual, customized objectives for each employee. A major 
infl uencing force was the development of Behaviorally Anchored 
Rating Scales (BARS) in the early 1960s, which focused on quan-
tifying behavioral job performance.8 These scales focused on assess-
ing performance dimensions that represent the major job 
requirements (Figure 2.1). Within each dimension, specifi c behav-
iors anchor different rating levels, as shown in the example on 
p. 10. These behaviors provide managers with concrete examples 



Planning Work 

5

4

3

2

1

Because this professional did not make
contingency plans to deal with equipment
problems, there was a delay in a meeting when
a working computer needed to be found. 

Three days before a project was to start, this
professional made a list of needed materials,
checked on the availability of these materials
in-house, and ordered what was needed. 

Without being asked, this professional took
initiative to identify three different conference
facility options and conducted a cost
comparison of these to identify the best value.  

This professional successfully planned and
executed a highly complex product launch that
included securing and organizing participation
from personnel, planning the program, and
managing sophisticated logistics across
international locations. The program resulted
sales of over 50 million in the first day. 

This professional failed to ensure that sufficient 
stock was available, leaving customer orders 
unfilled for two weeks and resulting in cancelled 
orders.

Figure 2.1 BARS Format
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Example:
More General Behavioral Anchors for Work 

Planning Competency

 1 2 3 4 5

Fails to Meet 
Expectations

Meets 
Expectations

Exceeds 
Expectations

Fails to 
prioritize work 
for self or 
others to 
ensure timely 
completion of 
projects and 
assignments.

Does not 
anticipate or 
take steps to 
mitigate 
obstacles that 
impact work 
schedule or 
delivery.

Independently 
prioritizes, plans, 
organizes, and 
schedules own 
work activities to 
ensure assignments 
are completed in a 
timely manner.

Coordinates work 
activities with 
coworkers and 
work unit; takes 
initiative to keep 
others informed of 
progress, problems, 
or changes.

Sees obvious 
problems and 
makes 
recommendations 
to overcome them 
so that progress is 
not impeded.

“Meets Expectations” 
plus does the 
following:

Demonstrates a high 
level of skill in 
complex planning to 
include coordination 
across organizational 
units, multiple 
facilities, and solving 
thorny logistical 
problems, resulting in 
contributions far 
beyond what is 
expected at this level.

Takes initiative to 
help others plan 
efforts for the group 
to ensure goals are 
met.

Anticipates 
important roadblocks 
and takes effective 
preemptive action to 
prevent them, 
ensuring effective 
progress on projects.
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of the type of performance that is associated with different effec-
tiveness levels.

Behavior-based performance measures improved  .  .  .
• The BARS rating format was an important step in developing well-

defi ned rating scales. However, one limitation of these scales was 
that it could be diffi cult to match an employee’s performance to 
the very specifi c behavioral examples used to anchor the rating 
scale.9 Even though an employee might be performing at a level 
represented by an example behavior, the employee probably would 
not have exhibited the exact behavior that appears on the scale. 
This required managers to infer which of the few scaled behaviors 
best matched an employee’s performance. Several variants of the 
behaviorally-based method followed in the late 1970s and early 
1980s to address this issue.10,11 Rather than using only a few very 
specifi c behaviors to anchor the rating scale points, more general 
behavioral descriptions were used to anchor different effectiveness 
levels. The use of more general behavioral descriptions made it 
easier for managers to match their observations of employee per-
formance to a rating scale point. Today, well-defi ned behavioral 
standards remain a hallmark of effective performance management 
systems.

Civil rights put a focus on fairness  .  .  .
• The civil rights movement of the late 1950s and early 1960s drew 

attention to the fact that minorities had systematically been denied 
equal opportunity in areas such as housing, education, and employ-
ment. The Civil Rights Act of 1964 and subsequent legislation was 
passed to rectify these inequities and prohibited discrimination in 
employment practices. Performance appraisals, which often serve 
as the basis for pay, promotions, and terminations, were required 
to be job-relevant. This requirement was reiterated in 1979 with 
the publication of the EEOC Uniform Guidelines on Employee Selec-
tion Procedures.12 The implication of this legislation was that certain 
procedures to ensure job relevance needed to be followed in devel-
oping performance management systems. For more guidance on 
these procedures, see the Society for Industrial and Organizational 
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Psychology’s, Principles for the validation and use of personnel selec-
tion procedures.13

Multi-source ratings gained popularity  .  .  .
• Developing out of work in the 1940s,14 the 1960s and 1970s saw an 

increased focus on gathering performance information from rating 
sources other than managers, such as peers and customers.15 The 
idea behind collecting performance information from different 
sources is that, depending on one’s relationship to the employee, 
he or she will see different aspects of performance. For example, a 
customer is probably in the best position to judge someone’s cus-
tomer service skills. Likewise, a direct report will see aspects of 
performance dealing with providing feedback and mentoring that 
an individual’s manager may never directly observe. In the early 
1990s, formal multi-source or 360-degree feedback programs 
further evolved out of organizational trends such as employee 
involvement, self-managed work teams, and an increased focus on 
customer satisfaction. These programs quickly gained widespread 
popularity in the workplace.16

Competencies took center-stage  .  .  .
• Through the 1990s and into the 2000s, organizations have increas-

ingly adopted competency-based human capital systems, including 
the use of competency models as the basis for performance man-
agement.17 Although extremely popular, there has been debate 
about what “competencies” are and how to most effectively measure 
them. Sometimes, competencies refl ect knowledge areas and skills, 
sometimes they refl ect performance factors, sometimes they refl ect 
values, and sometimes they refl ect personality traits. Here, compe-
tencies are defi ned as the knowledge, skills, abilities, and other 
personal characteristics that are most instrumental for achieving 
important job outcomes that contribute to organizational 
success (Figure 2.2). A best practice in the use of competencies for 
performance management purposes has been defi ning them in 
terms of behavioral performance standards that describe different 
levels of effectiveness in each competency area.
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Figure 2.2 Competency Model

Results became the bottom line  .  .  .
• The most recent trend in performance management is incorpora-

tion of a “results-focus.”18 The emergence of this trend is largely 
due to organizations becoming increasingly focused on achieving 
results, not just driving effective behaviors. The idea is that each 
employee needs to be accountable for producing results that con-
tribute to the organization achieving its goals.19 It has thus become 
best practice today to assess both the results employees achieve as 
well as how they went about achieving these – or in other words, 
their job behavior.
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Chapter 3

Getting Started

When people think about implementing a performance manage-
ment system, some of the fi rst things that come to mind are 

developing a competency model, selecting an automated tool, and, 
importantly, determining how quickly the new system can be ready 
for use. What people sometimes underestimate or don’t realize at all 
is how much of a shock a new performance management system can 
be to organizational members. They are surprised by:

• How much employees sometimes fi ght against or undermine a new 
system

• How much emotion is generated
• How much effort is needed to get everyone on-board with a new 

system.

This is especially true when the system involves major changes that 
are threatening to employees, such as linking performance manage-
ment to pay. Before thinking about the details of the performance 
management system itself, two important decisions need to be made 
and three steps are necessary to lay the groundwork for a new 
system.

19Performance Management: A New Approach for Driving Business Results   Elaine D. Pulakos
© 2009 Elaine D. Pulakos  ISBN: 978-1-405-17762-7 
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What Is the Purpose of the System?

Many organizations use their performance management system as a 
basis for decision-making, such as pay, bonuses, promotions, assign-
ments, and reductions in force. Other, but fewer, organizations use 
their performance management systems to guide employee develop-
ment. This means using performance information as a basis for 
development planning to help employees enhance their skills. Neither 
decision-making nor development is an unequivocally better use of 
a performance management system. Both purposes have their 
advantages and disadvantages. However, one or the other purpose is 
usually better fi t for the goals and circumstances in a given 
organization.

Tips:
Important Decisions You Need to Make and First Steps

Two Key Decisions

• What is the Purpose of the System?
� Basis for making decisions about pay, promotion, or other 

important outcomes?
� Employee development?

• What Performance to Measure?
� Behaviors?
� Results?
� Both?

Three First Steps

• Ensure Support for the New System
• Realistically Assess the Organization’s Appetite for Performance 

Management
• Plan a Communication Strategy
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Tips:
How to Decide if Decision-Making or Development 

Makes Most Sense

Performance Management for 
Decision-Making (e.g., pay) 
Makes Sense when:

Performance Management 
for Development Makes 
Sense when

• There are signifi cant, 
contingent rewards 
available to employees

• There is a goal to drive high 
impact and signifi cant 
results through 
performance management

• There is a desire for strong 
and explicit ties between 
performance and rewards

• Pay decisions are more 
tenure-based than 
performance-based, for 
instance, as in many civil 
service settings

• There is not much 
differential pay, pay that 
can be put at risk, or 
other meaningful 
rewards that are 
available

Case Scenario:
Why Decision-Making and 

Development Goals Can’t Be Easily 
Achieved with One System

In an information technology organization, employees’ pay and 
stock options were tied to performance. Although development 

was supposed to be included in the process, the range of pay 
increases and stock options was large, allowing managers to make 
very meaningful links between performance and rewards. With 
so much at stake, both managers and employees were most con-
cerned with justifying rewards. The decision-making consequences 
of performance management were, by default, given much more 
emphasis than development.2

While use of performance management for decision-making or 
development is more appropriate in certain situations, it is extremely 
diffi cult, if not impossible, to serve both purposes equally well with 
the same system.1 An example will show why.
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For a performance management system to achieve its maximum 
benefi t, it is best to choose one purpose – decision-making or 
development – and then develop the system to support that purpose. 
In many organizations, however, there is a precedent for using per-
formance management systems for both decision-making and devel-
opment purposes. In these situations, one option is to break up the 
two uses by fi rst having a decision-making review and then having a 
developmental discussion at a later point in time, or vice versa. This 
can help to avoid some of the problems inherent in trying to discuss 
decisions and development at the same time. One caveat is that man-
agers and staff often perceive it as burdensome to have two formal 
review sessions for these different purposes, and it can be diffi cult to 
ensure that both discussions actually happen. Nonetheless, in situa-
tions where a system is used for both purposes, encouraging split 
discussions for decision-making versus development is the most pro-
ductive strategy.

Best Practices and Realities:
Purpose of Performance Management

Best Practice

• Select one primary purpose for performance management – 
decision-making or development, because both purposes 
cannot be served equally well with one system

Realities

• Many organizations already use their performance manage-
ment system for both decision-making and development

• Helps to physically separate outcome discussion from develop-
ment discussion, conducting these at two separate points in 
time

In situations where it is possible to make a decision about the 
purpose of the system upfront, there are consequences of this that 
are important to understand. First, the purpose of appraisal affects 
the variability of the ratings managers provide.3 Ratings that are used 
for decision-making tend to be more lenient than ratings used for 
development. This means that most employees receive ratings at the 
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high end of the rating scale, and there are fewer differences in the 
ratings received by different employees. The reason why managers 
rate their employees at the high end of the scale is that they do not 
want to jeopardize the rewards that are available to their employees. 
If there are fi xed pools of money, which there always are, managers 
worry about how their ratings will stack up against other managers’ 
ratings. For example, if one manager’s ratings refl ect employees’ 
strengths and development needs but another manager’s only refl ect 
strengths, employees working for the fi rst manager may well end up 
with smaller raises or bonuses than those working for the second. As 
a result, when rewards are tied to evaluation outcomes, managers 
tend to provide ratings of their employees that will compare favor-
ably against the ratings given by other managers. When all managers 
end up doing this, the ratings of all employees across the board are 
driven upward.

Alternatively, ratings that are used strictly for development pur-
poses tend to be for employees’ own benefi t – to help them under-
stand their strengths and address performance gaps. In this situation, 
there are essentially no negative consequences associated with iden-
tifying development areas, particularly when the expectation is that 
these will be identifi ed for all employees. As a result, ratings used 
strictly for development purposes tend to be more variable, better 
refl ecting employee strengths and development needs.

While the purpose of the performance management system should 
be based on the organization’s performance management goals, this 
decision has implications for several system design decisions.

What Type of Rating Will Be Made?

If performance management is used for decision-making, numerical 
ratings are essential. This is because a numerical score is needed to 
order employees to guide decision-making. Decisions cannot be 
made in a systematic or fair manner based on unstructured narra-
tives. Also, it is diffi cult to make meaningful decisions based on cat-
egorical ratings, such as “pass or fail” or Exceeds, Meets, or Fails to 
Meet Expectations, because these don’t provide much differentiation 
between employees. For example, everyone who receives a “pass” (or 
“fail”) would need to be given the exact same pay, promotion, etc. 
Evaluation of multiple dimensions or competencies using a fi ve- or 



24 How to Design a Successful Performance Management Process

Good to Know:
Implications of Deciding to Use a System for 

Decision-Making or Development

System Design 
Decisions

If Used for 
Decision-Making

If Used for 
Development

What type of 
rating will be 
made?

Numerical ratings 
better

Categorical, non-
numerical ratings 
better

Will managers 
provide 
narratives to 
support 
ratings?

Numerical ratings 
essential but 
narratives can 
provide useful 
information to 
justify ratings – 
caveat is that 
narratives must 
fully support and 
align with 
numerical ratings

Narratives essential 
and more important 
than numerical 
ratings, because 
they help 
employees more 
fully understand 
their strengths and 
development needs

Will 
performance 
information be 
provided by 
multiple rating 
sources or the 
manager 
alone?

Manager needs to 
serve a gatekeeper 
function, 
interpreting and 
integrating 
information from 
others

Not necessary for 
manager to provide 
fi nal ratings; ratings 
from different 
sources can be fed 
back directly to 
recipients

Will processes 
be included for 
managers to 
calibrate their 
ratings?

Very important Not important
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seven-point rating scale is the best strategy for achieving suffi cient 
distinctions between employees to make sound decisions about pay, 
promotion, and so forth.

If a system is used strictly for development, there is less need for 
numerical ratings. In fact, these often detract from development. This 
is because numerical ratings cause employees to be more concerned 
about their “score” and the message it sends than understanding their 
development needs. Rather than use numerical ratings, many devel-
opment systems use categorical ratings to identify whether a rating 
dimension or competency “is a development area” or “is not a devel-
opment area.” Sometimes more differentiated categories are used to 
set development priorities, such as:

• Development Need for Current Job
• Development Need for Career Progression
• Not a Development Need

Will Managers Provide Narratives to Support Ratings?

From a development perspective, narratives provide more useful 
information than numerical ratings. Even when performance is rated 
against defi ned standards, ratings do not convey exactly what the 
employee did in suffi cient detail to fully explain the rating or provide 
meaningful feedback. Alternatively, narratives can be rich, custom-
ized, and useful sources of feedback, because they usually provide 
context and examples that aid employees in understanding the 
rationale for their ratings. Narrative descriptions also help managers 
calibrate their ratings (discussed below) by providing specifi c 
examples of behavior that can be discussed with other managers 
to ensure they are all applying the performance standards in a 
similar way.

While narratives can facilitate decision-making, they should not 
be used alone as a basis for decisions. Without accompanying stan-
dards and numerical ratings, narratives tend to be unstructured, 
unstandardized, and can refl ect the motivation and writing skills of 
the manager more than the performance of the employee. Further, 
it is extremely diffi cult to rank order employees or assign rewards 
based on narratives alone. One caveat is that care must be taken to 
ensure that rating narratives support the numerical ratings. If this is 
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not the case, employees will, at a minimum, be confused by their 
evaluation or worse, they may have grounds for challenging their 
ratings.

Will Information Come from Multiple Rating Sources or 
Only the Manager?

Because managers, peers, direct reports, and customers see different 
aspects of a person’s performance, multi-source assessments offer an 
effective and credible way to obtain feedback. When multiple raters 
are involved, the manager is no longer the sole judge of performance. 
This allows the manager to assume more of a coaching and mentor-
ing role, helping to interpret the feedback and plan development 
steps. When multi-source assessments are used, it is important to 
collect ratings from at least three raters of each type (e.g., peers, direct 
reports). This helps to protect the anonymity of individual raters, 
which is important for obtaining accurate and useful feedback.4,5 
Particularly in the case of direct reports and peers, feedback providers 
do not want to risk damaging relationships if their feedback is not 
appreciated by the receiver. Additionally, individuals representing 
rating sources other than the manager (e.g., peers, direct reports) 
often are not experienced in making performance ratings. The use of 
at least three raters from each source helps to ensure that more reli-
able feedback results from the process.

If performance ratings will be used for decision-making, managers 
should provide the fi nal evaluations. While managers should gather 
and consider information from other sources, it is important that 
they serve as gate-keepers, judging its credibility and quality, and 
balancing it against other available information. This is important 
because raters from different sources often do not have the experi-
ence, perspective, or motivation to make accurate ratings. In fact, 
research has shown decrements in the quality of multi-source ratings 
when they are used for decision-making versus development.6

Will Processes Be Included for Managers to 
Calibrate Their Ratings?

Rating calibration is a process where managers get together within a 
business unit or function to discuss their ratings of employees and 
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identify areas where they may have inadvertently applied different 
standards. Even when a rating system contains well-defi ned rating 
standards, each manager may still interpret those standards some-
what differently. For example, when deciding whether a project was 
of moderate or high complexity, one manager may come to a very 
different conclusion than another. By discussing more specifi c details 
and examples of performance, managers develop more similar views 
of how to interpret and apply the standards, resulting in ratings that 
are more systematic and fair across employees. In performance man-
agement systems that are used for decision-making, it is important 
for managers to calibrate their ratings to ensure similar standards are 
applied. In development systems, rating calibration is useful but not 
as important.

What Performance to Measure?

There are differences of opinion about what should be measured – 
behaviors, results, or both? Behavioral assessments focus on identifying 

Case Scenario:
How Decision-Making Can Undermine 

Multi-Source Ratings

After using a multi-source rating program strictly for develop-
ment purposes, a fi nancial services organization was consider-

ing changing focus and using the multi-source ratings for 
decision-making. Wisely, the organization fi rst conducted a pilot 
study in two departments to evaluate whether or not there would 
be any impact on the ratings. Evaluation of the pilot study ratings 
showed many more positive ratings than when the system used 
for development only. Compromises to the ratings were also dis-
covered. For example, in anonymous interviews, peers reported 
cutting deals to exchange one good appraisal for another, when 
they thought multi-source ratings would be used for decision-
making. Additionally, some customers reported that they were 
asked to discuss any areas of dissatisfaction privately and directly 
with employees rather then refl ecting these in their multi-source 
evaluations. Based on these fi ndings, the organization decided to 
retain the multi-source program for development only.
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the most critical dimensions or competencies that are required to 
perform effectively on a job (e.g., Communication, Critical 
Thinking, Managing Resources, Planning and Organizing, etc.) and 
defi ning behavioral standards that describe levels of performance 
effectiveness in these. The standards help managers match their 
observations of employee performance to an appropriate rating level 
in each area.

• Assessment of bottom line 
results is problematic, be-
cause these can impacted by 
factors that are outside an 
employee’s control or the 
result of team efforts

• A focus on behaviors ensures 
that the performance mea-
sured is entirely within the 
employee’s control

• Effective job behavior leads 
to bottom-line results – and 
does so in a manner that 

circumvents the problems 
associated with the direct 
measurement of results

• All of a job’s performance 
requirements can be des-
cribed on a set of rating 
scales, thereby mitigating 
the defi ciency problems ob-
jective measures suffer by 
only considering bottom line 
results, without regard to 
how these were achieved7

Good to Know:
Advocates of Measuring Behaviors Say  .  .  .

Opponents of the behavioral-only view feel that an exclusive focus 
on behaviors is remiss in not suffi ciently emphasizing results that 
contribute to an organization’s success. Organizations have long 
been driven by bottom-line results. This focus has only continued to 
increase in recent years, especially in light of intense national and 
international competition. This “results focus” has not only affected 
private sector organizations but a similar trend has been observed in 
public sector and not-for-profi t organizations, as well – organizations 
that traditionally have not been driven by bottom-line results. As 
examples:

• To better compete in their market, IBM underwent performance-
based restructuring in the 1990s.
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• Also in the 1990s, the Internal Revenue Service (IRS), Federal Avia-
tion Administration (FAA), and Government Accountability Offi ce 
(GAO) all initiated performance management systems that focused 
on achieving key business results.

• Recently, the U.S. Departments of Defense (DoD) and Homeland 
Security (DHS) have implemented similar results-oriented perfor-
mance management programs.

The value of focusing on results and using these to drive performance 
has been a cornerstone of many performance management trends, at 
least as far back as the MBO systems that were popular in the 
1970s.8

• Measuring behaviors misses 
what’s really essential – whe-
ther the individual delivered 
important bottom-line re-
sults

• Employees can engage in 
highly effective behaviors 
and never deliver results

• Employees need specifi c 
goals and expectations that 
let them know what specifi c 
results they are accountable 
for

Good to Know:
Advocates of Measuring Results Say  .  .  .

Although results-oriented approaches to performance manage-
ment are intuitively appealing, an exclusive focus on results can, in 
fact, yield a defi cient performance assessment because little or no 
consideration is given to how employees go about achieving their 
results.9 While one can achieve impressive results, performance is not 
effective if individuals are extremely diffi cult to work with, unhelpful, 
or cause problems. However, it is also the case that an employee can 
be extremely helpful, considerate, and interpersonally effective, yet 
never get anything important accomplished. While an organization 
can choose to focus exclusively on results or behaviors, many have 
opted to include both because comprehensive performance assess-
ment should consider what someone has achieved (their results) as 
well as how they went about achieving these (their job behavior). In 
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Chapters 7 and 8, strategies are provided for effectively defi ning and 
measuring both results and behaviors that circumvent some of the 
challenges associated with each type of measure.

Ensure Support for the New System

For a performance management system to be effective, organiza-
tional members must accept it, believe it is worth their time, and be 
motivated to use it. Research on implementing many different types 
of organizational programs clearly shows that success depends, fi rst, 
on top management support for the program. The stronger the lead-
ership commitment, the greater the system’s success will be.10 Without 
management support, the system will fail.

What’s needed for effective implementation of performance man-
agement is a committed CEO who believes in its benefi ts, engages in 
effective performance management practices, and makes all employ-
ees accountable for doing the same. One particularly effective CEO 
in an auditing organization demonstrated his commitment to the 
performance management system by communicating extensively 
about the importance of performance management, modeling effec-
tive performance management behavior with his direct reports, and 

Tips:
How CEOs Can Demonstrate Their Support

• Prepare videotapes, briefi ngs, and e-mails that
� communicate support for the system
� educate organizational members about the strategic value 

of performance management for getting work done
• Model effective performance management practices with direct 

reports
• Evaluate all managers on their effectiveness and timeliness in 

conducting performance management with employees
• Ensure feedback is provided to managers on the quality of their 

ratings, narratives, developmental plans, and so forth
• Survey employees on their satisfaction with their managers’ 

performance management effectiveness – share and use survey 
feedback to address performance management issues



Getting Started 31

making effective performance management a critical evaluation 
element in all managers’ appraisals. This CEO’s obvious commit-
ment to performance management through both his words and deeds 
resulted in the organization having a highly effective performance 
management process that was taken seriously and shown to drive 
important organizational metrics.

Some organizations will already have a strong performance man-
agement culture where top management understands its value and 
uses it effectively. In others, it may be necessary to educate the execu-
tive team on the critical role that performance management plays in 
helping organizations achieve their goals. They may also need to be 
educated on their critical role in leading the effort. Piloting a new 
system with executive or leadership teams can be a useful strategy for 
gaining the support of these individuals. In situations where there is 
not a strong performance management culture, it can be established 
over time. However, it is not wise to proceed with implementation 
until leadership support has been secured.

For a performance management system to gain support, people 
must see it as a process that helps them achieve their goals. If leaders 
do not view performance management as an important strategic tool 
for accomplishing their goals, they will not take it seriously, devote 
time to it, or use it properly – consequently, it will not yield its poten-
tial benefi ts. One effective strategy of getting leaders on board is to 
show them how performance management helps drive individual 
behaviors and contributions that, in turn, produce results for the 

Tips:
How to Get Leaders on Board

• Communicate about how performance management is the 
single most important tool for helping them get work done

• Show how performance management drives the results for 
which they are accountable

• Engage leaders in pilot testing the system, allowing them to 
ensure the system is maximally useful and effi cient

• Provide support (training, coaching, facilitation) to ensure 
effective implementation



32 How to Design a Successful Performance Management Process

organization. To do this, the performance management system needs 
to set expectations that drive important organizational goals and 
measure performance on factors that are directly linked to organiza-
tional success. Showing that effective performance management 
drives business results gets leaders’ attention and demonstrates the 
value of these systems.

Beyond leadership support of and belief in the value of perfor-
mance management, in the end, a system’s success relies on how 
effectively managers and employees use it. Getting organizational 
members on board to support a new system is essential, irrespe-
ctive of whether the system will be used for decision-making or 
development. An effective strategy for gaining commitment to a new 
system is to involve members of different constituencies in the design 
and implementation process.11 An organization’s key constituencies 
usually include the major business lines or functions, different geo-
graphic locations where the organization does business, and repre-
sentatives from different jobs. This advisory group, which is usually 
identifi ed by management in collaboration with human resources, 
needs to be led by an experienced performance management expert 
who can successfully guide the group through the development and 
implementation process. There are four important functions the 
advisory group performs. It must do the following:

• Provide guidance representing their constituency
• Share information
• Serve as a conduit for convincing others about the merits of the 

new system
• Pilot test the system components

Provide Guidance Representing their Constituency

The advisory team can be used to provide input on decisions regard-
ing system design or implementation. Since advisory group members 
represent different constituencies, they need to gather input from 
those they represent to understand the needs and desires of different 
groups. To the extent possible, it is best if advisory group members 
can come to consensus regarding signifi cant system design issues. 
This helps to avoid dissatisfaction and in-fi ghting during the 
process.
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Share Information

Another important role of the advisory group is to share information 
with the constituency they are representing. This helps to make sure 
organizational members are kept up to date about progress, imple-
mentation steps, and schedules. Sharing information requires itera-
tive communications, where advisory group members exchange 
information between organizational members and the advisory team. 
The advisory group needs to be armed with briefi ng and other com-
munication materials to ensure consistent information is shared 
across the organization.

Serve as a Conduit for Convincing Others about 
the Merits of the New System

Employees usually have signifi cant concerns about how a new per-
formance management system will affect them, especially if the 
system will be used as a basis for pay, promotions, reductions in 
workforce, and other important outcomes. Thus, insiders are needed 
to champion the benefi ts of the system and mitigate or address con-
cerns. Advisory group members need to be personally convinced of 
the value of the system and trained to effectively market it to others. 
Because direct interactions between employees and advisory group 
members can have much more impact than general emails or other 
mass communications, these are a very important part of the strategy 
to sell the new system to others.

Pilot Test the System Components

The advisory group serves a fi nal important role in helping to pilot 
and revise the system. Before large-scale implementation, it is wise to 
pilot test any new system to ensure that all aspects are working well 
and the right design decisions were made. One important advantage 
of pilot testing is that it provides a fresh perspective from people who 
were not intimately involved in the system design. It also provides a 
gauge of the reactions other organizational members are likely to have 
and familiarizes more people with the system prior to large-scale 
implementation. This broader involvement serves to communicate 
further about the system, ensures that it meets organizational needs, 
and encourages others to help implement the process properly.
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Realistically Assess the Organization’s Appetite for 
Performance Management

During the initial design, development, and pilot testing processes, 
sponsors of the performance management system need to continually 
assess the organization’s appetite for performance management and 
make adjustments accordingly. In trying to develop the best system 
possible, inexperienced developers sometimes err on the side of 
including unsustainable requirements. A case scenario will show 
how this resulted in unintended negative consequences for one 
organization.

Tips:
How to Get Organizational Members on Board

• Communicate about how performance management will help 
them better understand their expectations and goals

• Show that effective performance management results in fairer 
and more equitable outcomes

• Conscientiously address concerns and issues organizational 
members may have

• Allow organizational members input into the system design 
and participation in pilot testing

• Provide support (training, coaching, facilitation) to ensure 
effective implementation

Case Scenario:
How the Best Intentions Can Result in 

Bad Consequences

In a management consulting organization, a strategic focus was 
defi ned to promote more regular performance conversations 

and feedback between managers and staff. As a result, the per-
formance management implementation team decided to require 
formal feedback sessions between managers and staff on a 
quarterly basis to include interim ratings and complete narrative 
documentation. This essentially quadrupled the performance 
management requirements from what they were previously – they 
went from one formal evaluation and feedback session per year 
to four. This requirement ended up being so administratively 
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Some organizations need more formal performance management 
processes than others. For example, if informal feedback is regularly 
provided as a natural course of events, scheduled formal feedback 
sessions will probably be seen as burdensome and ineffective. Like-
wise, if an organization is a pure sales organization and cascading 
goals really come down to making certain revenues and profi ts, 
an elaborate and time-consuming process on this is not likely to be 
well received. The bottom line is that it is essential to be realistic 
about what performance management requirements organizational 
members have and will tolerate on a long-term basis. Even if there is 
high level support during the design and implementation process, 
this does not mean that time-consuming or burdensome require-
ments will be accepted. This is especially true if the requirements are 
not seen as adding value.

If there is not high level support and genuine belief in the value of 
performance management, it is even more important to carefully 
consider what users will accept when designing the system. Overall, 
it is better to implement a less burdensome system that people will 
use than a comprehensive system they will ignore. Although both 
managers and staff need to devote time to performance management 
to achieve its benefi ts, anything that can be done to make the process 
as effi cient as possible (e.g., automation, predefi ning performance 
standards and objectives) should be done to maximize acceptance 
and use of the system.

Plan the Communication Strategy

Communication about a new performance management system 
should begin as early as possible, informing organizational members 
that revisions are planned and gathering input and feedback on 
desired system features. If implementation of a new system involves 
major changes that are threatening to employees, a comprehensive 
change-management strategy will be needed.12 For example, if there 
was never an obvious link between performance and rewards and the 

burdensome that both managers and employees developed very 
negative attitudes about the new performance management 
system and it died of its own weight within the fi rst year.
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new system will have an explicit one, employees may feel threatened 
and resist or sabotage the process. The communications and change-
management process must clearly and simply explain the advantages 
and rationale for the new system.

Organizational members should be provided with ample opportu-
nities to comment on the new system. Employee concerns should be 
addressed by providing explanations or making changes to the system. 
Obviously, it is not practical to make changes in response to each and 
every comment an employee may have. On the other hand, if many 
employees are voicing similar concerns, a great deal of goodwill will 
be generated by making changes that address these. It shows employ-
ees that their voices are being heard. Additionally, implementers 
should not underestimate the lengths employees will go to be heard, 
if they are unhappy with the direction the organization is taking and 
have recourse to do something about it.

Case Scenario:
The Lengths Employees Will 

Go to be Heard

In one Federal agency, the decision had been made to move from 
essentially a tenure-based compensation system to a perfor-

mance-based system where rewards would now be explicitly tied 
to employee contributions. Employees in this agency felt that the 
designers of their system were not listening to or addressing their 
concerns. After several failed attempts to effect changes that they 
felt were necessary to make the system work, employees initiated 
a letter-writing campaign to Congress expressing their concerns. 
Congressional Members intervened and work on the system was 
shut down for over two years until the issues could be resolved.

As part of their communications, some organizations undertake 
full-blown professional advertising campaigns, with marketing mate-
rials, “toys,” and massive communication efforts to sell a new per-
formance management system. The important point is understanding 
that extensive change-management work and communication are 
necessary to implement a new performance management system 
successfully.



Chapter 4

A Model Performance 
Management Process

Although performance management processes vary from organi-
zation to organization, best practice studies and professional 

publications show that essentially all systems contain variations of 
the eight steps shown in Figure 4.1. A common element of effective 
systems is that they contain well-articulated processes and roles for 
accomplishing performance management, with clear accountabilities 
for managers and employees. This helps ensure that employees are 
treated in a fair and equitable manner, which is especially important 
when performance management is used for decision-making.

Before discussing each step in detail, there are some important 
caveats about the process to recognize. It is:

Targeted to individuals, not teams
• While team performance is critical in many organizations, the pre-

dominant need and vast majority of performance management 
systems provide evaluations of individuals, which are required for 
decision-making and development. Thus, although there are needs 
for team-based performance management in some contexts, these 
will not be addressed here.

Most relevant for non-executives
• While many of the same principles discussed in this book apply to 

executive performance management, there are unique aspects of 
executive evaluation that are beyond the scope of this book.
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Not suffi cient for handling disciplinary issues or serious perfor-
mance problems
• While the performance management approach discussed here helps 

identify employees who are performing below standards, most 
organizations initiate a separate process with employees who con-
sistently fail to meet standards. This involves putting employees on 
a formal performance improvement plan or opportunity period, 
where their specifi c defi ciencies are documented, needed improve-
ments are specifi ed in detail, and timelines are provided within 
which performance targets must be met. Initiating formal oppor-
tunity periods is serious and is often a precursor to performance-
based terminations. Although signifi cant and consequential, this 
process falls outside of typical performance management activities 
and will not be treated in depth here.

Figure 4.1 The performance management process
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The eight steps of the performance management process are dis-
cussed next, with a focus on the best practices associated with each. 
While the best practices oftentimes sound straightforward, they can 
present signifi cant implementation challenges. Accordingly, the real-
ities surrounding what it really takes to implement them well are 
highlighted throughout the discussion.

To illustrate important concepts concretely, examples are provided 
from a technology development fi rm’s actual performance manage-
ment system. The system included a competency model and results-
oriented objectives for each employee. The examples that are 
presented focus on the job of Human Resources professional – a job 
that most people have encountered and understand – and the “Plan-
ning Work” and “Collaboration with Others” competencies that 
appear in the model in Figure 4.2.

Collaboration
with others

Strategic
thinking

Planning
work

Technical
proficiency

Critical
thinking

Learning
and

developing

Communicating
with others

Representing
the organization

Figure 4.2 Competency model for technology development 
organization
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Step 1. Leaders Set Organization, Division, and 
Department Goals

One best practice that has been advocated recently in state-of-the-art 
performance management systems is to establish a hierarchy of goals 
where goals at each organizational level support goals directly rele-
vant to the next level. By showing how the work performed across 
the organization fi ts together, it is more likely that everyone will be 
working in alignment to support the organization’s strategic direc-
tion and critical priorities.1

Figure 4.3 shows four levels of goals, which is typical in many 
organizations, although there can be more or fewer levels. Looking 
at the connecting symbols, not every goal applies to all levels. For 
example, only three of the fi ve organizational goals apply to Admin-
istrative Division. Likewise, only two of the Administrative Division’s 
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Best Practices and Realities:
Cascading Goals

Best Practice

• Develop cascading goals where each organizational level sup-
ports goals directly relevant to the next level, ultimately 
working towards the organization’s strategic goals and 
priorities

Realities

• Organizational goals are usually lofty, and it is sometimes dif-
fi cult to see relationships between high level goals and what 
individuals do

• It is time-consuming and diffi cult to cascade goals through 
multiple organizational levels, especially the fi rst time

• HR staff need to invest considerable time to train managers 
and help them identify cascading goals that are meaningful 
and useful as a basis for setting individual goals

Organization ABC strategic goals 

Administrative division goals

Human Resources department 
goals
Human resource professional’s
individual objectives 

Figure 4.3 Cascading goals between organizational levels

goals apply to the Human Resources Department. Finally, in this 
example, the person’s individual performance objectives support 
only one of the department’s goals. It is extremely unlikely that an 
individual’s performance objectives will relate to every goal at every 
level in the organization. What is shown in Figure 4.3 is much more 
typical, where an individual’s objectives will support only a few higher 
level goals. While the value of developing and linking goals at differ-
ent levels is intuitively appealing and sensible, the reality is that the 
process of developing cascading goals is much easier said than 
done.
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Case Scenario:
Developing Cascading Goals

In a retail sales organization, the organizational development 
(OD) group took a very active and directive role in assisting the 

organization in developing cascading goals. First, a consultant 
who had extensive performance management implementation 
experience was brought in to provide training to all levels of 
management and staff on the cascading goals process. The con-
sultant then worked with the OD group to develop a protocol 
for facilitated sessions that OD staff would conduct with members 
of organizational units at different levels to develop cascading 
goals. During these sessions, the OD staff walked managers 
through the process, facilitated discussions to help them gener-
ate goals that linked to higher level goals, and ensured that the 
goals they developed would be usable by and clear to lower 
levels.

One of the challenges in setting cascading goals is that it can be 
diffi cult to see relationships between high level and sometimes 
lofty organizational goals and the work done by individuals. To 
remedy this, organizational goals need to be translated into more 
refi ned goals at the division, department, and individual levels. 
Doing this thoughtfully and correctly is time-consuming and diffi -
cult, especially if managers are not accustomed to thinking about 
these linkages. As a result, the process typically requires a series of 
meetings:

• First, executives develop division goals that align with the organi-
zational goals.

• Next, mid-level managers develop department goals that align with 
the division goals.

• Finally, department goals are cascaded down to individuals.

The bottom line is that implementation of cascading goals requires 
time, effort, and considerable hand-holding, at least initially, to 
ensure that the cascading is done well.
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Step 2. Managers and Employees Set Objectives and 
Discuss Behavioral Expectations

The performance management cycle typically begins with a discus-
sion of what is expected of employees in terms of results and behav-
iors. This step is important because it helps employees understand 
what they need to do and requires articulating evaluation standards, 
which increases the transparency and fairness of the process.

Behavioral and results expectations should be tied to the organiza-
tion’s strategic direction and goals.2 In fact, if developed and imple-
mented properly, performance management systems drive employees 
to engage in behavior and achieve results that facilitate meeting orga-
nizational goals. Behavioral expectations are frequently communi-
cated through the use of performance standards that are aligned with 
the organization’s core values and strategic direction. These standards 
are discussed with employees at the beginning of the rating cycle and 
used as a basis for systematically evaluating behavioral performance.
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Best Practices and Realities:
Performance Planning

Best Practice

• Managers and employees collaboratively identify performance 
goals and agree on results to be achieved

• Individual goals align with the organization’s strategy and goals
• Critical competencies and pre-defi ned performance standards 

are reviewed with employees

Realities

• Managers and employees experience signifi cant diffi culties in 
setting individual goals, so they need considerable training, 
support, and facilitation from HR to do this well

• Developing meaningful, yet measurable goals that avoid the 
inherent diffi culties with these presents signifi cant challenges

Developing individual performance objectives is more complex. 
Since the aim is to defi ne the specifi c results an individual employee 
is expected to achieve, it is diffi cult, except in rare circumstances, to 
pre-defi ne goals that apply to more than one employee. There are 
also several challenges inherent in setting objectives. These include 
ensuring that achievement of the objective is in the employee’s direct 
control, ensuring the result can be attributed to the employee him or 
herself and not a team, and ensuring that all employees in a given job 
and level have similarly diffi cult objectives. In Chapter 6, guidance is 
provided to help address the challenges associated with developing 
individual objectives.

Step 3. Managers and Employees Hold Ongoing 
Performance Discussions

During the performance planning process, both behavioral and 
results expectations should have been communicated. Performance 
in both of these areas should be discussed and feedback provided on 
an on-going basis throughout the rating period.

Regular feedback between managers and employees is particularly 
important concerning the performance objectives. Unforeseen cir-



cumstances that are outside an employee’s control can interfere with 
attaining objectives. As a result, it may be necessary to alter or com-
pletely revise an employee’s objectives during the rating period. Like 
setting the initial objectives, this needs to be done collaboratively 
between managers and employees and requires ongoing communica-
tion to determine if additional changes are needed.

Prior to giving feedback to address a performance issue, it’s impor-
tant to diagnose why an employee may be experiencing that problem. 
This is important because what you do to address a problem will vary 
based on its underlying cause. As examples:

• Sometimes performance problems result from unclear expectations, 
which are generally easy to fi x.

• If expectations are clear, an employee may lack the skills to perform 
and need training in relevant areas.

• Lack of motivation is another possible source of performance prob-
lems. A person could be de-motivated by things at work or home. 

Performance
Management

Process   

Step 4.
Employees

provide input on
own perceptions
of performance

Step 3.
Managers and

employees hold
ongoing performance

discussions  

Step 7.
Managers and

employees hold formal
review sessions  

Step 2.
Managers and
employees set
objectives and

discuss behavioral
expectations

Step 1.
Leaders set

organization, division,
and department  goals

Step 5.
Knowledgeable
rating sources

provide input on
employee

performance

Step 8.
HR decisions are made

–pay, promotions,
training, etc.

Step 6.
Managers rate
performance 

A Model Performance Management Process 45



46 How to Design a Successful Performance Management Process

In these situations, it helpful to fi nd out the nature of the problem, 
so it can be addressed in the most reasonable way possible.

• Another source of below standards performance is environment or 
work process factors. If the employee doesn’t have the tools needed 
to perform work effectively, additional resources or other interven-
tions may be necessary to address the issue.

The bottom line is that you need to fi rst understand what’s causing 
a performance problem before you can address it.

For feedback to have value, it needs to be given in close proximity 
to the event.3 It does not help employees to receive feedback nine 
months after something has happened. And an employee’s perfor-
mance will not likely improve by itself while the manager waits for 
the end-of-year review to say something. Research has shown that in 
organizations where employees report higher levels of ongoing, 
informal feedback, performance levels are higher.

Best Practices and Realities:
Ongoing Feedback

Best Practice

• Provide regular, on-going feedback
• Give specifi c, actionable feedback in close proximity to the 

performance event

Realities

• Both managers and employees are uncomfortable with and 
avoid feedback conversations

• In many organizations, managers and employees differ in their 
perceptions about the presence of feedback
� Managers perceive they provide extensive feedback to 

employees
� Employees perceive they receive less feedback from their 

managers
• Need to evaluate the organization’s culture for feedback – 

many do not support ongoing feedback processes and may 
require culture changes in this area

• Need to train managers and employees on their joint respon-
sibilities in the feedback process

• Need job-relevant performance standards to facilitate deliver-
ing feedback
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Tips:
Guidelines for Providing Feedback Effectively4,5,6

• Diagnose the reason for the performance issue
• Provide immediate positive or developmental feedback in a 

private location
• Ask for the employee’s view about what could have been done 

differently
• Be specifi c about what behaviors were effective or ineffective
• Focus on what the person did or did not do, not personal 

characteristics
• Collaboratively plan steps to address the issue
• Offer help in addressing performance issues and providing 

resources

There is debate about whether the performance management cycle 
should include formal interim review sessions, for example, on a 
quarterly or bi-annual basis. The advantage of these is that they 
promote performance conversations in situations where they may 
not be occurring regularly. The disadvantage of these is that they 
present another requirement for already busy managers and employ-
ees to fulfi ll. If managers and employees are engaging in effective 
informal conversations, these should be occurring whenever some-
thing happens to prompt them. This is the ideal situation. If there is 
not a good climate for feedback, however, and informal conversa-
tions are not occurring to the extent they should be, it may be neces-
sary to include formal interim review sessions in the performance 
management process.

For feedback to work well, it must be a two-way communication 
process and joint responsibility between managers and employees, 
not just the manager’s responsibility.7,8 In some organizations, there 
is a culture that encourages providing candid, regular feedback to 
achieve continuous improvement. However, more often than not, 
both managers and employees avoid feedback discussions – manag-
ers fear damaging relationships with employees and employees do 
not want to jeopardize access to rewards. Contributing to this problem 
is that many managers and employees are not comfortable talking 
about performance issues. Thus, an effective fi rst step in addressing 
feedback issues is to formally assess an organization’s culture for 
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Case Scenario:
An Interesting Finding About 

Perceptions of Feedback

Four different organizations administered evaluation surveys to 
diagnose areas of possible improvement in their performance 

management systems: an auditing organization, a management 
consulting organization, a manufacturing organization, and an 
international fi nance organization.

The same results occurred in all four:

• Managers reported giving regular and extensive feedback to 
employees

• Employees reported that they did not receive regular feedback 
from their managers

Post-survey interviews in all four organizations also revealed 
that:

• Managers primarily viewed feedback as ongoing coaching, 
review of work, and providing developmental guidance on 
work tasks

• Employees primarily viewed feedback as the formal perfor-
mance review session that occurs once or twice a year

In fact, both formal review sessions and informal review and guid-
ance of ongoing work constitute feedback, but many organiza-
tional members don’t realize this.

feedback and the extent to which managers and employees 
perceive that feedback is given and received. This not only provides 
information about organizational members’ perceptions about the 
availability of feedback, but it also provides a gauge regarding their 
motivation to engage in performance conversations.

If an organization does not have a strong culture for feedback, 
steps can be taken to increase performance conversations between 
managers and employees as well as their understanding about what 
constitutes feedback. The reality is that both managers and employ-
ees benefi t from training on their roles in the feedback process and 
engaging in ongoing feedback discussions throughout the rating 
cycle. The overall goal of training is to remove some of the formality 
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Tips:
What Managers and Employees Can Do to 

Increase Feedback

Manager Responsibilities

• Provide timely and actionable feedback – most important is 
ongoing and informal feedback given as part of the daily 
routine

• Provide guidance on specifi c tasks that help employees accom-
plish work

• Compliment behaviors when employees perform well
• Provide ongoing, informal feedback – managers and employees 

often do not recognize ongoing, informal feedback as feed-
back, but it is!

Employee Responsibilities

• Seek feedback if there is ambiguity or questions about perfor-
mance or standing

• Manage own career and performance
• Do not rely on managers to provide suffi cient feedback 

unprompted

and discomfort around giving and receiving feedback and to make 
this a more accepted, regular practice in the workplace.

Managers need training on how to provide feedback in a construc-
tive, candid, and timely manner. Employees need training on how to 
seek feedback to ensure they understand how they are performing 
and how to react openly to the feedback they receive. In addition, 
assuming the performance management system contains defi ned 
performance standards, both managers and employees need training 
on how discuss employee performance in relation to the standards 
as part of the regular feedback process. Defi ned performance stan-
dards not only help make feedback more concrete, but they also avoid 
perceptions that managers are holding employees to idiosyncratic 
standards for which others are not accountable.

An additional important aspect of feedback training is to teach 
managers how to handle different reactions to feedback that employ-
ees may have. Depending on the personality of employees, they may 
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be more or less open to feedback and more or less willing to accept 
it. Feedback reactions can vary from positive and accepting to nega-
tive and angry. It is important for managers to recognize and effec-
tively manage different reactions to feedback.

Tips:
How to Handle Different Reactions to Feedback

Acceptance

• The individual agrees with your feedback
– “You’re right. I noticed that myself about halfway through. 

Thanks for pointing it out.”

Surprise or Shock

• The individual did not anticipate your feedback but generally 
accepts it
– “I didn’t realize I did that – I usually don’t show my 

feelings.”
• Strategy

– Listen to what the individual has to say, recognize the sur-
prise and move on

– “Sometimes it’s diffi cult to know when we do things like that 
– it’s often subconscious.”

Example:
Performance Feedback from Manager

Assume that a manager gave the following feedback to an 
employee:

“I noticed during the meeting that you rolled your eyes each 
time John spoke up and offered his input. If others in your 
group see this, they might lose respect for you, which may 
make it diffi cult for you to get things done. You might want 
to try avoiding this behavior in the future.”

Here are different ways an employee might react to this feedback 
and tips for handling these.

Continued
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Defensiveness

• The individual makes excuses for why the behavior was 
appropriate
– “John generally provides input that’s off-point. Plus, every 

time I said something, he got a scowl on his face.”
• Strategy

– Listen to what the individual has to say, reiterate what needs 
improvement and why, and don’t argue or become defensive 
yourself

– “I understand how that could be frustrating, but we were 
discussing your performance. If others see you roll your eyes, 
they might lose respect and that could impede your ability 
to get things done.”

Anger
• The individual gets irritated with you

– “I can’t believe you’re giving me this feedback. I’m certain I 
didn’t do that.”

• Strategy:
– Listen to what the individual has to say, remind the individ-

ual of your role, and reiterate your feedback
– “Part of my job is to give you feedback on things I see. In 

the meeting, I noticed you rolled your eyes each time John 
spoke up.”

Rejection

• The individual does not agree with your feedback and does not 
accept it
– “You must be mistaken. I work very hard to make sure I don’t 

do things like that.”
• Strategy:

– Listen to what the individual has to say, validate the individ-
ual’s perspective, and reiterate what you observed

– “I know you do and understand that you may not realize 
what was happening. Sometimes things like this happen sub-
consciously but it’s what I saw.”

Beyond the training provided or the climate for feedback, a factor 
that affects feedback effectiveness is the interpersonal relationship 
between the manager and employee. If there is not a basic level of 
trust between the manager and employee, it is unlikely that their 
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communication and feedback process will be productive or lead to 
positive results. Alternatively, when there is trust between managers 
and employees, both are more willing to open up and talk candidly 
about performance, which is essential for development and growth. 
Employees are also more willing to follow the lead of a manager they 
trust, because they believe they will be treated fairly. There are several 
behaviors that managers can engage in to increase trust with 
employees.

Tips:
How Managers Can Increase Trust

• Make realistic commitments. Be realistic about what you can do 
and communicate that. If you can’t promise an outcome, make 
a realistic prediction of the likelihood of an outcome.

• Explain changes in plans. If you need to do something different 
than you’ve communicated, let people know what changed and 
how that affects things.

• Close the loop. Tell others you’ve done what you said you 
would do. Sometimes you do what you promised, but people 
don’t know it.

• Provide evidence of a win-win. If you promote one’s interests 
at the expense of another, even the person who comes out 
ahead will suspect your motives. Show that you’re interested in 
everyone’s benefi t, and what you’ve done to be fair.

• Protect the interests of people who aren’t present. If you share 
information with some and not others or criticize others, people 
will be less willing to trust you. By showing concern for people 
who aren’t present, those who are present feel that you will 
treat them the same way when they’re not around.

• Show support. Trying things out of one’s comfort zone is part of 
development but can also make people apprehensive. Acknowl-
edge people’s apprehension while building their self-confi dence. 
For example, “I know you’re nervous about this, but I wouldn’t 
ask you to do it if I didn’t think you would do a good job.”

• Verify understanding. Don’t assume that people know what 
you’re doing for them. Talk to them about their concerns and 
how your actions support them.

• Show employees you can get things done. Employees need to 
see that you have the skills, judgment, and infl uence to carry 
out your promises.
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• Admit your limits. Employees trust managers more if you’re 
honest and genuine with them than if you make promises you 
can’t keep.

• Showcase what you know. Don’t be boastful, but let people 
know about your experience, expertise, and qualifi cations. Stay 
current in your fi eld and develop yourself as a coach.

• Offer status reports and forecasts. Tell employees what you do 
and don’t know, and what you can and cannot tell them. If you 
don’t know something, say that. If you can’t discuss something, 
tell them when you can.

• Communicate consistent principles. Let employees know what 
principles guide your decisions and follow these as much as 
possible.

• Explain your actions. Your intentions are not always apparent, 
especially when the situation is complex. Explain changes or 
discrepancies in your actions, so employees know why you are 
doing something that may appear inconsistent.

• Balance candor with discretion. Before disclosing information, 
consider its good versus its harm. Would disclosure be a breach of 
confi dence? Would it hurt the person’s feelings without reason? 
When is the best time or place to share the information?

Practical Exercise

At the end of this chapter, practical Training Exercise 1 can be 
used to teach managers how to build trust.

Step 4. Employees Provide Input on Own Perceptions 
of Performance

Collecting employee input is a useful strategy to enhance ownership 
and acceptance of a performance management process. Understand-
ing employees’ perceptions of their own effectiveness also helps man-
agers deal with them more effectively. Employees who signifi cantly 
underestimate their capabilities need to be treated differently than 
those who overestimate their worth. In the former case, reinforce-
ment and confi dence building are warranted whereas in the latter 
case, confi dence neutralizing is needed!
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Best Practices and Realities:
Employee Input

Best Practice

• Employees rate themselves on rating scales

Realities

• Providing self-ratings on rating scales can cause unnecessary 
confl icts between managers and staff

• Preferable approach is to collect statements of most meritori-
ous accomplishments or other narrative input

• Employees need training on how to write accomplishment 
statements
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Providing employees an opportunity to provide input into the 
performance management process is considered a best practice and 
has been well received in many organizations. This often takes the 
form of asking employees to provide self-ratings on whatever rating 
scale is being used, which are then compared to the manager’s ratings 
of the employee and discussed. Although this is a common practice, 
this approach can lead to unnecessary defensiveness, disagreements, 
and negative feelings between employees and managers, especially if 
managers rate employees less favorably than they rate themselves. 
One caveat is that if the purpose of the appraisal is strictly develop-
ment, self-ratings can be instructive. They are also unlikely to result 
in long-term negative feelings, even if they produce some initial 
defensiveness or disagreement. However, when ratings are tied to 
important outcomes, self-ratings are much more risky. Even if 
employees know they are not the most effective performers, some feel 
they have no choice but to rate themselves at the highest levels, so 
they don’t do anything to jeopardize their rewards. This can exacer-
bate differences in the ratings provided by employees and managers 
and lead to diffi culties in resolving these differences.

An alternative and more effective way of collecting employee input 
is for employees to prepare statements describing their most merito-
rious accomplishments during the rating period. A very large number 
of organizations, including auditing organizations, information tech-
nology organizations, product sales organizations, consulting orga-
nizations, service organizations, fi nancial institutions, and government 
agencies, have incorporated the use of accomplishments in their per-
formance management systems.

Although the idea of writing accomplishments may seem straight-
forward and simple, the reality is that the quality of accomplishments 
produced by employees is highly variable. It is best to provide detailed 
instructions, if not actual training, on how to write accomplishment 
statements. Also, human resources departments sometimes offer to 
review and assist with drafting employee accomplishment statements 
to ensure that they clearly and accurately convey the employee’s 
contributions. If the goal of the accomplishment statements is simply 
to provide employee input, well-composed accomplishment state-
ments are helpful but not essential. However, if goal is to use the 
accomplishment statements in making pay, promotion, or other 
important decisions, providing training to ensure that effective state-
ments are prepared becomes much more important.
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• Makes employees active par-
ticipants in the performance 
management process.

• Reminds managers about 
the results employees have 
delivered, and how these 
results were achieved.

• Provides insight regarding 
employees’ views of their per-
formance. A recommended 
practice is to have employees 
and managers collaborate on 
the wording of the accom-
plishments, as this helps to 
minimize disconnects bet-
ween the manager’s and 
employee’s views of the 
employee’s contributions.

• Provides content that can be 
integrated into the formal 

narrative comments that 
managers include in their 
appraisals, reducing the 
amount of writing the man-
ager has to do.

• Provides documented per-
formance information that 
can be retained over multi-
ple years and used not only 
for immediate pay decisions 
but also for future pro-
motion decisions or other 
human resources actions. 
Research has shown that 
employee accomplishments 
are effective predictors of 
how employees will perform 
at higher job levels.9 Thus, 
they provide useful input 
for promotion decisions.

Good to Know:
Advantages of Accomplishment Statements

Tips:
Guidelines for Writing Employee Accomplishments

Situation or circumstances faced:
Describe the situation, circumstances, audience, or program that 
is the subject of your accomplishment. This is important to provide 
a context for understanding what you did to address the issues, 
problems, or circumstances you faced. If the circumstances involved 
diffi cult, complex, or stressful situations, be sure to clearly describe 
what made the situation particularly diffi cult, complex, or 
stressful.

Specifi c actions taken:
Describe the actions you took in suffi cient detail that the reader 
can readily understand why and how your actions made a signifi -
cant contribution. Describe what you did or said using specifi c 
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behaviors, and avoid using general statements to describe your 
actions. For example, in relating how you persuaded someone to 
a point of view, it would not be effective to say that you “used 
good arguments that were persuasive.” Instead, discuss exactly 
what arguments you used, why these were good arguments to 
make, to whom you made them, and how the arguments ulti-
mately succeeded in swaying another person to your viewpoint. 
If you were part of a team that made a major contribution, you 
need to describe your specifi c activities, role, and responsibilities 
on that team.

Impact the unit or organization:
Explain the results and impact of your actions. For example, if an 
accomplishment resulted in work being conducted more effi -
ciently, describe the effi ciencies that were realized and the time 
your actions saved in completing work. Be sure to discuss the sig-
nifi cance and importance of the outcomes you achieved for your 
team, offi ce, or the organization.

Example:
Employee Accomplishment Statement

Situation: Responsible for planning and organizing a major 
meeting aimed at demonstrating the new automated perfor-
mance management system that was being implemented organi-
zation-wide, including identifying a location for the meeting that 

Evaluations of accomplishment statements have revealed several 
common problems. Instead of writing about a specifi c contribution 
or result, employees sometimes discuss general work behaviors that 
they regularly perform on the job. If they do write about a specifi c 
accomplishment, they may neglect to say exactly what they did to 
achieve the outcome. Another issue is that employees often do not 
know how to convey the impact of their accomplishments. And, 
fi nally, employees sometimes discuss what a group achieved rather 
than what they did as an individual contributor. So the bottom line 
is that accomplishment statements can be a very useful and effective 
way to collect employee input but it takes training and a commitment 
of time and effort to produce good accomplishment statements.

Continued
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Practical Exercise

At the end of this chapter, practical Training Exercise 2 can be 
used to teach employees how to write effective accomplishment 
statements.

would accommodate 1200 expected attendees, planning the 
agenda, and coordinating with three vendors that had different 
responsibilities for system development and implementation. This 
was a very important conference with potentially signifi cant 
impact, because the conference was geared to showcasing the 
new system to users.

Action: Independently arranged for all details (space, materials, 
audiovisual requirements, refreshments, parking) and ensured the 
program and materials were fi nalized one month in advance. 
Made arrangements to have materials copied and packaged two 
weeks in advance of the conference, so that there would be time 
to deal with any problems that might occur. Contacted and con-
fi rmed attendance with all organizational representatives one 
month before the conference and again two weeks before the 
conference. Developed contingency plans for anything that might 
go wrong (e.g., participants cancelling at last minute, equipment 
not working). The day of the conference, the audio visual equip-
ment provided by the facility did not work. Because of the con-
tingency plan I had prepared which involved having back-up 
equipment available, the conference proceeded as planned 
without delay.

Result: As a result of my thorough planning, the meeting ran 
smoothly, no major problems occurred, and users were suffi ciently 
impressed that they reported motivation to use and positive 
regard for the new system.

Timeframe: August–October 2008

Supervisor to Verify: Mary Smith (678) 346-9978

Step 5. Knowledgeable Rating Sources Provide Input 
on Employee Performance

Obtaining performance information from managers, peers, direct 
reports, and customers is often referred to as 360-degree feedback. 
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Numerous books and articles have been written about this topic, for 
example:

• Ghorpade, J. (2000). Managing the fi ve paradoxes of 360-degree 
feedback. Academy of Management Executive, 14(1), 140–150.

• Waldman, D., & Atwater, L. E. (1998). The power of 360-degree 
feedback: How to leverage performance evaluations for top productiv-
ity. Houston, TX: Gulf Publishing.

One advantage of using rating sources other than the manager is 
that they often view different aspects of an employee’s performance 
and collectively provide a more complete picture of a person’s effec-
tiveness. For example, managers would not typically have full infor-
mation or the necessary perspective to evaluate how effectively an 
employee develops or leads her subordinates, whereas direct reports 
would be an excellent source for this information.
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Collecting performance information from multiple rating sources 
can be done informally or formally. If done formally, this involves a 
fairly complex administrative process. First, with the exception of the 
manager, ratings should be collected from at least three feedback pro-
viders from each rating source (e.g., three direct reports, three custom-
ers, etc.). In order to protect the anonymity of individual raters and 
provide a safe environment for providing feedback, ratings need to be 
averaged across the feedback providers from a given source (e.g., all 
peer ratings are averaged) before reporting them to the employee. 
Employees are usually provided with comprehensive feedback reports, 
showing the average score on each item by rater group – that is, average 
rating score from peer group, the average rating score from direct 
report group, the average score from customer group, and so forth. 
Narrative comments are also provided to the employee. Automated 
processes to collect, analyze, and integrate formal ratings from multi-
ple sources are best because they help to make this somewhat complex 
data collection process effi cient and manageable.

In most situations, multi-source feedback programs are used 
strictly to provide development feedback. Research has shown that 
to obtain the maximum benefi t and highest degree of performance 
improvement from these programs, they must be coupled with tar-
geted development programs that specifi cally address identifi ed per-

Best Practices and Realities:
Multi-Source Ratings

Best Practice

• Gain input from others with fi rst-hand knowledge of 
performance

Realities

• Ratings from other sources should not be used directly for deci-
sion-making; the manager should serve as gate-keeper and 
provide fi nal evaluation

• Rating quality decreases when multi-source ratings are used 
for decision-making versus strictly development

• To obtain effective development, multi-source ratings must be 
coupled with targeted development programs
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formance gaps. When used for development, it is not necessary to 
exercise as much control over the information sources and data col-
lection process as when the information is used for decision-making. 
There is also no need to combine the average ratings from the differ-
ent sources into one overall numerical score, because the purpose of 
the assessment is to inform on development planning. Alternatively, 
if performance ratings are used for decision-making, managers 
should serve as gate-keepers for integrating the information obtained 
from different rating sources, judging its credibility and quality, and 
balancing it against other available information. The reason why 
control and proper integration of information is especially important 
for decision-making purposes is because direct reports, peers, and 
customers often do not have the qualifi cations, experience, complete 
perspective, or motivation to make accurate and effective ratings.

Informal

• Manager reaches out to 
others with whom the indi-
vidual has worked

• Manager gathers percep-
tions from feedback provid-
ers and considers these when 
making his or her ratings

• Information is usually col-
lected in verbal conversations 
or informal written docu-
ments prepared strictly for 
the manager’s consideration

• Manager decides what 
weight to put on different 
sources’ feedback and what 
information to consider in 
his or her ratings

Formal

• Standardized rating form is 
sent to requested feedback 
providers

• Raters complete the form, 
typically providing ratings 
of the frequency with which 
they have observed certain 
behaviors and also provid-
ing narrative comments

• Ratings are automatically col-
lected and analyzed by rating 
source, for example, all peer 
ratings are averaged

• Reports are prepared sum-
marizing the ratings and 
narratives provided by rating 
source

• If used for decision-making, 
ratings are automatically 
combined into fi nal ratings

Good to Know:
Two Ways to Collect Multi-Source Feedback
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Step 6. Managers Rate Performance

As discussed, best practice in performance management is to con-
sider both job behavior and results using defi ned performance stan-
dards as a basis for making ratings.

Performance standards help employees understand what is 
expected of them and provide common standards for managers to 
use in evaluating employees, thereby increasing consistency, trans-
parency, and fairness. Perceptions of fairness are important and can 
avoid negative outcomes that might otherwise result from unfavor-
able ratings, such as employees challenging their evaluations.10 Thus, 
the inclusion of performance standards to guide ratings is essential 
for an effective performance management system.11

An example Rating Form is shown in Figure 4.4, including perfor-
mance standards for evaluating both results and behaviors. It con-
tains objectives to be achieved, rating standards, performance 
narrative, areas to be developed and development actions, and sig-
nature blocks for the manager and employee.
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Figure 4.4 Rating form

Rating Form 

Employee’s Name Manager’s Name

Objectives to be Achieved:
1.
2.
3.
4.
5.

Results Assessment

Objective 1:
1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

Below Expectations
Did not meet timeliness, quality,

quantity, or impact goals.

Meets Expectations
Met timeliness, quality, quantity,

and financial metrics.

Exceeds Expectations
Exceeded timeliness, quality,
quantity, and financial goals.

Low Impact
Result was straightforward to
accomplish and had a small
impact on business results.

Moderate Impact
Result had a positive and

discernable impact on efficiency
or effectiveness of operations.

High Impact
Result had an extremely positive
impact, producing significant cost

reductions or profit increases.

Objective 2:

Below Expectations
Did not meet timeliness, quality,

quantity, or financial metrics.

Meets Expectations
Met timeliness, quality, quantity,

and financial metrics.

Exceeds Expectations
Exceeded timeliness, quality,
quantity, and financial goals.

Low Impact
Result was straightforward to
accomplish and had a small
impact on business results.

Moderate Impact
Result had a positive and

discernable impact on efficiency
or effectiveness of operations.

High Impact
Result had an extremely positive
impact, producing significant cost

reductions or profit increases.

Behavioral Assessment of Competencies

Planning Work

         Below Expectations
Fails to prioritize work for
self or others to ensure 
timely completion of 
projects and assignments. 
Does not anticipate or take 
steps to mitigate obstacles 
that impact work schedule 
or delivery.

Meets Expectations 
Independently prioritizes, 
plans,organizes, and schedules 
own work activities to ensure
assignments are completed in 
a timely manner.
Coordinates work activities 
with coworkers and work 
unit; takes initiative to keep 
others informed of progress, 
problems, or changes.
Sees obvious problems and
makes recommendations to
overcome them so that 
progress is not impeded.

Exceeds Expectations 
“Meets Expectations” plus 
does the following:
Demonstrates exceptional skill 
in complex planning across
organizational units and solving
thorny logistical problems,
resulting in contributions far
beyond what is expected at this
level.
Takes initiative to help others
plan efforts for the group to
ensure goals are met.   
Anticipates important 
roadblocks and takes effective 
preemptive action to prevent 
them, ensuring effective 
progress on projects.    



Figure 4.4 Continued

Communication 

Collaborating with Others

Below Expectations
<standards appear here>

Meets Expectations
<standards appear here>

Exceeds Expectations
<standards appear here>

Below Expectations
<standards appear here>

Meets Expectations
<standards appear here>

Exceeds Expectations
<standards appear here>

Below Expectations
<standards appear here>

Meets Expectations
<standards appear here>

Exceeds Expectations
<standards appear here>

Below Expectations
<standards appear here>

Meets Expectations
<standards appear here>

Exceeds Expectations
<standards appear here>

Below Expectations
<standards appear here>

Meets Expectations
<standards appear here>

Exceeds Expectations
<standards appear here>

Below Expectations
<standards appear here>

Meets Expectations
<standards appear here>

Exceeds Expectations
<standards appear here>

Below Expectations
<standards appear here>

Meets Expectations
<standards appear here>

Exceeds Expectations
<standards appear here>

Representing the Organization  

Critical Thinking 

Technical Proficiency 

Learning and Developing

Strategic Thinking 

Key Accomplishments:  (completed by employee) 

Accomplishment 1 Situation:

Action:

Result:
Timeframe Verification

Accomplishment 2 Situation:

Action:

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5

Result:
Timeframe Verification

Narrative Comments (completed by manager): 

Areas to be Developed: Actions Completion Date

Manager’s Signature: Date:

Date:Employee’s Signature:

The employee signature indicates receipt of, but not necessarily concurrence with, the 
evaluation herein.
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Best Practices and Realities:
Performance Evaluation

Best Practice

• Evaluate job behaviors and results
• Make ratings against defi ned rating standards to facilitate con-

sistency, fairness, and accuracy
• Provide narrative comments to further describe the rationale 

for ratings and promote more meaningful and conscientious 
feedback from managers

Realities

• Even with defi ned rating standards, managers frequently make 
common rating errors

• There are signifi cant forces operating in organizations that 
yield lenient ratings

• Obtaining accurate ratings from managers that effectively dis-
tinguish between more and less effective performers requires 
training, monitoring, and incentives

• Managers often write poor narratives and require training and 
feedback to do this well

• Communicate key per-
formance factors and 
expectations

• Show distinctions in effec-
tiveness levels that help 
supervisors explain why an 

employee was evaluated in 
a particular way

• Provide a job-relevant basis 
for evaluating employees, 
increasing fairness

Good to Know:
Advantages of Performance Standards

To make performance ratings, managers review the employee 
accomplishments, the information obtained from knowledgeable 
rating sources (e.g., peers, customers), and the performance stan-
dards for the employee’s job and level. The manager then compares 
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the employee’s performance to the pre-defi ned rating standards. The 
standards are not intended to be used as a checklist. Rather, managers 
need to select a rating for each performance area that best describes 
the employee’s typical performance throughout the rating period. 
Defi nitions for the fi ve-point rating scales that appear on the Rating 
Form are shown below.

Example:
Defi nition of Rating Scale Points

5 = Almost always performs as described by the “Exceeds Expecta-
tions” standards

4 = Sometimes performs as described by the “Exceeds Expecta-
tions” standards and sometimes performs as described by the 
“Meets Expectations” standards

3 = Almost always performs as described by the “Meets Expecta-
tions” standards

2 = Sometimes performs as described by the “Meets Expectations” 
standards and sometimes performs as described by the “Below 
Expectations” standards

1 = Almost always performs as described by the “Below Expecta-
tions” standards

Common Rating Errors Managers Make When 
Evaluating Performance

When evaluating employee performance, managers often make 
several common rating errors. Learning about these errors can help 
raters avoid them. The fi rst rating error is Halo Error. It occurs when 
a manager’s overall impression of an employee infl uences all of the 
manager’s ratings. For example, if a manager feels an employee is a 
good performer overall, this overall impression will cause the manager 
to rate that employee high in all of the rating categories. To avoid 
this error, it’s important to keep in mind that most employees do not 
perform at exactly the same level in all of the performance rating 
areas. Everyone has strengths and development areas, and the ratings 
should refl ect these.
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Single Time Error occurs when ratings fail to refl ect typical per-
formance and instead are based on only one or a few performance 
instances. An employee might do one thing really well or really 
poorly, leading the manager to give a higher or lower rating than he 
otherwise might have given without this one instance of perfor-
mance. It is important that ratings refl ect the employee’s typical 
performance throughout the rating period and not be overly infl u-
enced by a single performance event. An exception to this general 
rule could occur if an employee did something on the job that had 
such extremely serious negative consequences that it did, in fact, 
override all other instances of more effective performance.

The next error is Stereotype Error, which occurs when raters let 
stereotypes infl uence their ratings. For example, an employee’s age, 
education, or gender may predispose managers to think they will 
perform well in some areas and less well in others. It is important not 
to let preconceived notions or stereotypes infl uence perceptions 
about an employee’s capabilities or potential to perform a job. Man-
agers need to keep an open mind, and be even-handed in the oppor-
tunities they provide staff. Managers also need to base their ratings 
on observed performance rather than their impressions about 
a person’s strengths and weaknesses that are based on personal 
characteristics.

The last error is called Leniency/Severity Error. This is a tendency 
for some managers to rate all of their employees on the high side – if 
they are lenient raters – or the low side – if they are severe raters, 
irrespective of how employees actually perform. Managers can over-
come leniency or severity by comparing employee performance to 
the rating standards. If a fi ve-point rating scale is used properly, the 
most common rating should be a 3, assuming that this scale point 
means an employee is fully meeting the expectations for the job. That 
said, many managers suffer from leniency problems, which are dis-
cussed in detail next.

Addressing Rating Leniency

Although managers can make various rating errors when they evalu-
ate performance, the most important thing is that managers rate each 
employee accurately. Accurate ratings that clearly distinguish between 
more and less effective performers provide valuable information to 
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Tips:
Summary of How to Avoid Common Rating Errors

Halo Error

• Manager’s overall impression of an employee infl uences all of 
the ratings
– “Jose’s a good worker; I’ll give him 4s across the board.”

• To avoid error
– Remember, all employees have strengths and development 

areas
– Consider the employee’s performance separately for each 

rating dimension or competency

Single Time Error

• Manager bases ratings on one or two performance incidents
– “Maria stayed late for two weeks straight to help the team 

complete an important report by the due date; I’ll give her 
a 5 for Teamwork.”

• To avoid error
– Ratings should refl ect typical performance throughout the 

rating period. It’s helpful to keep notes refl ecting incidents 
of especially effective and ineffective performance through-
out the evaluation period.

Stereotype Error

• Manager allows personal or demographic factors to infl uence 
ratings
– “Leah’s young, so she does not have the maturity or expertise 

to provide advice to clients that is of great value; she can’t 
be more than a 3 on Client Orientation.”

• To avoid error
– Be aware that stereotypes can affect your ratings
– Make ratings in relation to actual observed performance

Leniency/Severity Error

• Rater consistently assigns ratings that are too high or too low
– “We’ve had a great year – everyone deserves ratings of 4 or 

5.”
• To avoid error

– Use the performance standards as a basis for making your 
ratings
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employees and are necessary to make fair decisions regarding pay, 
promotions, assignments, and other actions. Unfortunately, there are 
many forces operating in organizations that lead managers to provide 
lenient ratings. Furthermore, ratings from most performance man-
agement systems tend to grow increasingly lenient over time, until 
they become almost useless for decision-making or development. 
This occurs for various reasons including: (1) increasing pressure on 
managers from employees over time to provide higher ratings, (2) 
managers not wanting to harm their direct reports in terms of access 
to rewards, especially if other managers are providing lenient ratings, 
and (3) actual performance improvements as employees work towards 
achieving the evaluation standards.

Before discussing what can be done to deal with lenient ratings, it 
is important to understand when leniency refl ects a problem with the 
ratings and when leniency refl ects reality. In most organizations, if 
no rating errors were committed by managers, the average perfor-
mance rating would likely be above the mid-point of the scale. This 
is because most people want to do well on their jobs and try to 
perform as effectively as they can. As a result, most employees meet 
expectations and some exceed the expectations for their jobs. Like-
wise, employees who are consistently performing below expectations 
or not meeting expectations are counseled out of their jobs or pro-
vided training to address performance defi ciencies. Therefore, if we 
look at the actual performance levels in most organizations, what we 
fi nd is that ratings are at least somewhat skewed towards the high end 
of the scale.

Another factor that can result in higher ratings is if performance 
is being managed using performance standards. Under these circum-
stances, employees should be achieving results and adapting their 
behavior to align with the standards. Successful performance man-
agement would be expected to yield some increases in the ratings over 
time, refl ecting the fact that the system is working to drive increas-
ingly effective performance. Although somewhat higher ratings 
should be expected for these reasons, many organizations suffer very 
signifi cant problems with leniency, where the ratings are so extremely 
positive that they probably are not realistic refl ections of true perfor-
mance levels.

In some organizations, the problem of lenient ratings is so perva-
sive that many experts advise implementation of new performance 



70 How to Design a Successful Performance Management Process

management systems every few years, simply to start over and attempt 
to achieve more differentiated ratings of employees. This strategy 
generally works, until the new system quickly suffers the same leni-
ency problems as the previous system. Thus, not only is it ineffective 
in the long run to implement a new performance management system 
every couple of years to mitigate leniency, but this is also disruptive 
and expensive. The problem is that implementation of a new system 
does not address either of the two major issues that underlie 
leniency:

• The fi rst issue is that many managers do not want to disadvantage 
their employees in terms of the rewards they receive by rating them 
lower than other managers are rating their employees.

• The second issue is that there is a strong desire among employees 
to be rated as exceeding rather than simply meeting their job 
expectations.

Case Scenario:
A Real Problem with Leniency

In a law enforcement organization, managers were using a fi ve-
point rating scale to evaluate employees:

1 = Unsatisfactory
2 = Minimally Successful
3 = Fully Successful
4 = Exceptional
5 = Outstanding

Each effectiveness level was carefully defi ned such that a rating 
of “3” refl ected fully successful performance, while the ratings of 
“4” and “5” were written to refl ect very high standards that most 
employees would not be able to achieve. Analyses of the rating 
data showed that 89% of employees were rated “5,” 8% of 
employees were rated a “4,” 2% of employees were rated “3,” 
and less than 1% were rated below “3.” The ratings in this orga-
nization clearly did not refl ect true performance and instead were 
a result of managers rating employees too leniently.
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Many employees view ratings that “meet expectations” as a negative 
message that indicates they are not performing well. Not wanting to 
de-motivate or upset employees in most circumstances, managers 
feel pressured to give ratings at the higher end of the scale. There are 
three strategies that have been used with variable success to address 
leniency issues in organizations.

Develop a new system
• As discussed, changing the performance management system every 

few years to introduce a new rating scale and recalibrate ratings 
downward has not proven to be effective in the long run.

Force managers to rate to a predefi ned rating distribution
• This entails predetermining how many employees can receive 

ratings at each level. For example, only 10% can receive ratings of 
“5,” only 20% can receive ratings of “4,” 40% can receive ratings 
of “3,” and so forth. This strategy is not recommended, however, 
especially when managers are rating small numbers of employees. 
This is because one manager’s group may actually contain a higher 
proportion of high performing employees than another manager’s 
group. By forcing the same proportion of ratings at each rating level 
within each group, true differences in performance between groups 
are not recognized. This can result in inaccurate conclusions 
about different employees’ contributions and unfair distribution of 
rewards.

Standardize the ratings within groups
• This strategy allows the manager to rate however many people he 

or she wants at each rating level. However, a statistical procedure 
is performed that does not consider the rating level assigned to each 
employee but instead calculates how far each employee is rated 
from the average rating given by the manager to all of her employ-
ees. An assumption in using this method is that individuals who 
are more differentiated from other employees are actually perform-
ing much more or less effectively than those who are rated more 
closely together, irrespective of their absolute rating level. The 
overall goal of this strategy is to remove differences in the ratings 
that result from some managers rating more leniently (or severely) 
than others. As an example, assume one manager provided ratings 
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of his employees where the average rating across all individuals was 
4.5 (on a 5-point scale), and all employees were rated as either a 4 
or a 5. Assume another manager provided ratings of her employees 
where the average rating was 3.0, but employees were rated using 
the entire scale. That is, ratings were given from 1–5. If the actual 
ratings were considered, most everyone in the fi rst group might be 
given a higher raise than most everyone in the second group, 
because all of the employees in the fi rst group received ratings of 4 
or 5, whereas only a few employees in the second group received 
ratings of 4 or 5. What standardization does, essentially, is ignore 
the actual ratings but retains how far employees were rated from 
the average rating in their own group. For the manager who used 
only two of the rating scale points (e.g., 4 or 5), the standardized 
ratings for these employees would all be fairly close to the average 
rating of 4.5 that resulted for the group. Alternatively, for the 
manager who evaluated employees from 1–5 with an average rating 
of 3.0, some ratings (e.g., 2s and 4s) would be closer to the average 
rating of 3.0 than ratings of 1 or 5. The result is that those who 
were given a rating of 5 from the manager who used more rating 
points will receive a score that is further away from the average than 
those who were given a rating of 5 from the manager who used 
only ratings of 4 or 5. The way this information is typically inter-
preted is that employees who are rated further from the average of 
their work group are likely to be more extremely good or extremely 
poor performers and should be rewarded accordingly. Like the 
previous approach where managers are forced to rate to a pre-
determined distribution, this strategy makes the assumption that 
the average performance in different groups of employees is truly 
equivalent, which may not be the case.

Training and monitoring
• The fi nal strategy for addressing leniency issues is to implement 

training, communications, and monitoring programs to promote 
accurate ratings. One component of this approach is to change the 
culture and expectations around ratings such that “Meets Expecta-
tions” is viewed as a desirable evaluation for employees who are 
effectively fulfi lling their job requirements. Accordingly, this 
should be the expected rating as well as the rating received by 
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most employees. A second component of this strategy is to 
monitor, provide feedback, and evaluate managers on the extent 
to which they provide accurate ratings, identify employee strengths 
and development areas, and distinguish between effective and less 
effective performers. The training and monitoring strategy, if suc-
cessful, is the most effective approach for dealing with rating leni-
ency issues because it does not impose assumptions about the 
performance of employees across groups like the forced distribu-
tion and standardization strategies discussed above. Training and 
monitoring approaches focus on changing an organization’s 
culture around the meaning of ratings, recalibrating thinking 
around what ratings to expect, and reinforcing managers to make 
accurate distinctions between employees. Accordingly, this is the 
most effective long-term strategy to implement. That said, this is 
also a diffi cult strategy to implement successfully, especially in 
larger, more dispersed organizations.

Narratives to Support Ratings

In most performance management systems, the rating process 
allows for, if not requires, narratives to be written to support the 
ratings. In many organizations, however, managers are overworked 
and have numerous responsibilities beyond managing people. 
Additionally, most managers have multiple direct reports and most 
performance management systems cover at least six months to a 
year, meaning there is a large amount of performance information 
that is diffi cult, if not impossible, to recall accurately. These factors 
can contribute to managers basing their appraisals on general 
impressions of employees developed over time, which may be 
accurate or may be fraught with bias. Irrespective of how accurate 
these developed impressions are, providing feedback to employees 
based on impressions rather than actual performance causes diffi -
culties when managers need to explain exactly what the employee 
did that deserved a particular rating. The requirement to provide 
narrative comments has the benefi t of motivating managers to take 
steps to recall concrete performance examples, which facilitates 
both rating accuracy and having more meaningful feedback 
discussions.
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On the surface, writing a performance narrative may seem 
simple. However, all the guidance that applies to providing verbal 
feedback also applies to writing narratives. For example, it is 
important to be specifi c, ensure that the feedback is actionable, 
focus on behavior or results rather than personal characteristics. A 
challenge is that narratives often do not support the ratings that 
were given. In fact, in evaluation studies where managers were 
asked what ratings they thought had been given based on another 
manager’s narrative, many instances of misalignment were 
found. Narratives that do not clearly and obviously support the 
numerical ratings can cause serious problems, especially if the per-
formance management system is legally challenged. It is therefore 
important that managers’ narrative comments provide clear 
descriptions of performance that support the ratings. Strategies to 
facilitate this include training managers how to prepare effective 
narratives and having the narratives reviewed by human resources 
or higher-level managers. Shown below are excerpts that suffer 
from common diffi culties associated with narratives – being too 
general, non-behavioral, and personal – and how these could be 
improved.

Tips:
How to Write Rating Narratives

• Include specifi c examples of behavior exhibited and results 
achieved

• Only include information that is relevant to the rating
• Ensure the examples being described are consistent with the 

rating
• Provide suffi cient detail so others can understand the reason 

for the rating
• Describe how the employee met (or did not meet) 

expectations
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Example:
How to Improve Rating Narratives

Competency Poor Narrative Improved Narrative

Collaborating 
with Others

Communicating 
with Others

Technical 
Profi ciency

Poor 
interpersonal 
skills with others

Excellent writer

Poor technical 
knowledge

Did not provide 
supervisor with updates 
on project status despite 
repeated requests

Rewrote technical report 
to clearly and 
understandably present 
complex information to a 
non-technical audience

On three occasions, 
provided customers with 
incorrect information on 
procedures

Practical Exercise

At the end of this chapter, practical Training Exercise 3 can be 
used to teach managers how to write effective narrative 
statements.

Step 7. Managers and Employees Hold Formal 
Review Sessions

Assuming feedback has been provided on a regular basis, the formal 
performance review session should be a recap of what occurred 
throughout the rating period. In other words, there should be no new 
information, especially about performance defi ciencies that is brought 
up for the fi rst time in the formal review session. Any issues of this 
nature should have been addressed in a timely manner when they 
occurred. Prior to the formal review, both managers and employees 
should spend time planning what they want to cover. While one part 
of the review should focus on the ratings and narrative comments,12 
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Best Practices and Realities:
Performance Review

Best Practice

• Should be a recap – not a fi rst notice of performance issues
• Should be forward-looking and developmentally focused

Reality

• Need to train managers and employees about their roles and 
responsibilities in conducting effective review sessions

• Diagnosing development needs is much easier than addressing 
them

• Providing developmental suggestions targeted to each compe-
tency helps considerably

Performance
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Step 4.
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of performance
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Managers and
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ongoing performance
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Step 1.
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organization, division,
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rating sources

provide input on
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performance

Step 8.
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–pay, promotions,
training, etc.

Step 6.
Managers rate
performance 
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the majority of the session should be forward-looking and develop-
mentally focused.

Experienced practitioners have found that performance standards 
help to identify and address development needs. Obviously, any 
rating area where the employee is not meeting expectations is an area 
for development. If the employee is fully meeting the expectations 
for the job, the discussion can focus on the employee’s career aspira-
tions and development activities that will help prepare her for 
advancement. One caveat about development planning is that man-
agers need to be realistic about the competencies employees can likely 
develop and those that they are unlikely to develop. For example, 
most employees can develop enhanced technical knowledge and skills 
relevant to their jobs. However, innate abilities, like critical thinking 
or initiative, are less likely to be substantially improved through 
development efforts. Good managers assess and correctly diagnose 
the innate abilities of their direct reports. Rather than focus on 
improving performance in areas where this is unlikely, these manag-
ers play to their employees’ strengths. They get the most from their 
staff by making assignments that capitalize on individual’s abilities 
rather than repeatedly putting them in situations where they are 
unlikely to succeed. While recognition and assignments based on 
strengths are more effective strategies than trying to improve certain 
innate competencies that are diffi cult to develop, managers should 
nonetheless be prepared to address any low ratings with their direct 
reports and provide actionable feedback in response to employees’ 
inquiries about what they can do to enhance their performance, even 
if signifi cant strides are unlikely.

Another thing to remember is that development is more likely to 
be desired and achieved by younger employees who have less experi-
ence on a job. For these individuals, development tends to be as much 
about gaining experience doing higher-level work as it is about devel-
oping new competencies. As an example, an employee may desire to 
independently lead a complex technical project if his past experience 
has included leading only straightforward projects. Irrespective of 
whether the focus of development is acquiring technical knowledge, 
honing more innate competencies, or gaining experience, it is impor-
tant to take into account the employee’s motivation and desire for 
development. Like performance objectives, if employees aren’t com-
mitted to achieving development objectives, managers cannot force 
progress in this area.
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In some organizations, pay, promotion decisions, and other 
administrative actions are discussed during the formal performance 
review. In others, separate meetings are held to discuss administrative 
actions. The rationale for not discussing rewards or other outcomes 
during the formal performance review is to enable more open discus-
sion about employee development. As a practical matter, however, it 
can be diffi cult to schedule multiple performance management meet-
ings between managers and employees to discuss different aspects of 
the process – evaluations, development, and rewards. Likewise, if 
ratings are tied to rewards, separating the developmental discus-
sion from the rewards discussion does not always lead to more 
open development discussions. This is because the parties know 
that rewards decisions will ultimately be made. Shown below is a 
suggested step-by-step process for conducting formal review 
sessions.

Tips:
Steps for Conducting the Formal Review Session

Step 1: Prepare for the Session

• Employees and managers must prepare to discuss
– Key strengths and achievements
– Development areas
– Career options, given the person’s skills and interests
– How the manager can help

Step 2: Put Employee at Ease

• Meet in a private location
• Avoid interruptions

Step 3: Discuss the Purpose of the Session

• Outline the topics to be discussed in the session
• The review session is

– a chance to learn about and try to resolve any problems
– a chance to provide job performance feedback and 

coaching
• The review session is not

– a fi rst notice of poor performance – ineffective behavior 
should have been dealt with when it occurred

– a time for disciplinary action
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Step 4: Ask for the Employee’s View

• What are your perceptions of your performance?
• How do you feel things are going on the job?
• What’s going well and what problems are you experiencing?
• Is there anything that can be done to make the job easier to 

do?
• How do you feel about the job in general?

Step 5: Provide Recognition and Appreciation for Effective 
Performance

• Describe what the employee did that deserves recognition and 
why

• Discuss high ratings
• Discuss the value of the person’s accomplishments to the work 

unit and organization
• Reinforce improvements from previous discussions

Step 6: Review Development Areas

• Clarify any areas where the employee feels improvement is 
needed

• Listen and respond to employee comments about development 
needs

• Review any low ratings and reasons for these in light of the 
performance standards
– Employees should be aware of these before the session

• Focus on behaviors rather than personality traits
• Both employees and managers should contribute to discussion

Step 7: Review Steps to Improve Performance, if Needed

• Ask for the employee’s input
• Offer suggestions and make commitments to help
• Come to agreement on future steps and expectations

Step 8: Discuss Employee’s Career

• Ask the employee about career objectives and talk about 
these

• Provide realistic feedback the employee’s longer-term 
potential

• Discuss specifi c steps for achieving goals (e.g., job assignments, 
on-the-job experiences, training)

• Commit to providing specifi c developmental experiences, if 
appropriate

• Create a timeline for accomplishing development steps

Continued
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Formal training can be a useful 
way to gain job skills. How-

ever, formal training is expensive 
and what many people don’t 

realize is that the vast majority 
of use-ful learning occurs on-
the-job through relevant expe-
rience and not formal training.

Good to Know:
The Relative Value of Formal Training

To assist with development planning, some organizations provide 
a development resource as part of the performance management 
toolkit. These contain a variety of developmental experiences tar-
geted to each performance area or competency that include on-the-
job learning, formal training, and other development resources (e.g., 
books, web-sites). Once a development need is identifi ed, a manager 
or employee can simply look up options for addressing that need. 
Development resources are particularly valuable if they are made 
available on-line where they can be easily searched.

While development resources have been well received by users, one 
caveat is that the information on training programs and internet sites 
needs to be regularly updated. Thus, there are maintenance require-
ments to be planned for and budgeted, if the resource is to remain 
up-to-date and useful. One strategy for reducing the maintenance 
costs of these resources is to exclude the training programs and inter-

Step 9: Set Objectives for Upcoming Year

• Discuss any changes in the performance standards from the 
current rating period

• Discuss 3–5 key outcomes to be achieved
• Engage in a collaborative discussion

While identifying development needs can be fairly straightforward, 
knowing the best way to address these is not as easy. One of the fi rst 
things many managers suggest to address any development need is 
formal training. Even in situations where formal training may be the 
best way to develop a skill, oftentimes neither managers nor employ-
ees know which specifi c training program will be best suited to a 
person’s specifi c needs.
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Example:
Development Resource for 

“Planning Work” Competency

Planning Work Effi ciently formulates and implements 
plans to accomplish goals, while keeping 
others informed on progress toward goals.

What does it involve? •  Adapts priorities according to the situ-
ational demands.

 •  Formulates plans consistent with 
resources.

 •  Adjusts plans to accommodate chang-
ing conditions or goals.

Key Questions To strengthen your organizing, planning, 
and coordinating skills, ask yourself the 
following questions every day:

 •  Do I clarify what I am supposed to do 
before making a plan?

 •  Do I set realistic, yet ambitious dead-
lines?

 •  What could go wrong with this plan?
 •  Do I have contingency plans?
 •  What are the resources needed for this 

project?
 •  Have I coordinated this effort with the 

appropriate people?

Recommended Readings

• Planning, Development, and Implementation. Melcher, Bonita, 
& Kerzner, Harold (1988). Blue Ridge Summit, PA: TAB Books. 
HD30.28M437.

• Planning that Makes Things Happen: Getting From Where You 
Are to Where You Want to Be. Bean, William C. (1993). Amherst, 
MA: Human Resource Development Press. HD30.28.B42.

• Taking Charge: A Personal Guide to Managing Projects and 
Priorities. Feder, Michael E. (1989). Mission, KS: Skillpath. 
HD30.28.F10.

Recommended Training Programs

• Basic Project Management: Planning, Scheduling, and Control. 
American Management Association. P.O. Box 319, Saranac Lake, 
NY 12983. (518) 891-0065.

Continued
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• How to Run a Small Project (Self-Study). Graduate School, USDA. 
1400 Wilson Boulevard, Suite 1000, Arlington, VA 22209-2312. 
(888) 744-4723.

• Strategy Implementation: How to Get Your Plan Off the Shelf 
and into Action. American Management Association. P.O. Box 
319, Saranac Lake, NY 12983. (518) 891-0065.

On-the-Job Learning Activities

• Use project planning software (e.g., Microsoft Project).
• Shadow an employee/manager with extensive planning respon-

sibilities who is good at organizing and planning. Take note of 
the techniques he or she uses and think about how you can 
apply these techniques to your planning activities.

• Plan a team meeting. Get feedback from your team members 
and team leader on your organizing and planning skills.

• Identify project managers with good planning and organiza-
tion skills. Interview them about effective planning techniques. 
Apply one or more successful techniques to your projects.

• Review previous planning, organizing or coordinating activities 
for mistakes made and lessons learned.

• Volunteer to work on developing business or strategic plans. 
Get feedback on your planning skills from the people involved 
in this effort.

• Volunteer to coordinate a conference. Seek feedback from 
peers and managers on your effectiveness in this role.

• Co-lead a project. Solicit feedback from your team members 
and team leader on the project timeline and prioritization of 
activities.

net sites and only include on-the-job learning experiences and rec-
ommended readings, since these are more stable over time. Given 
that most learning occurs on the job, relevant job experience tends 
to be the most useful and cost-effective way to address many develop-
ment needs.

Practical Exercise

At the end of this chapter, practical Training Exercise 4 can be 
used to teach managers and employees how to conduct an effec-
tive performance review session.
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Step 8. HR Decisions are Made – 
Pay, Promotion, Termination

Increasingly, organizations are moving more towards linking perfor-
mance management with important human resources outcomes. 
One of the most common performance-reward linkages is linking 
pay to performance, so the majority of our discussion will focus on 
that. However, performance management results are also sometimes 
used to inform on other important outcomes such as promotion and 
terminations. In the case of promotion decisions, performance 
appraisals are rarely the only measure that is used. Typically, there is 
consideration beyond current performance of whether candidates 
have the skills to perform successfully at the next level. Thus, effective 
performance in a current job is often treated as a necessary but not 
suffi cient condition for promotion, and additional assessments are 
used that specifi cally focus on predicting success at the next level. 
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Likewise, for termination decisions, performance management results 
can certainly be used to identify and provide support for level or pay 
reductions or removal of employees. However, most organizations 
have additional processes (opportunity periods; formal performance 
improvement plans) that are more direct precursors to these actions.

Best Practices and Realities:
Tying Performance to HR Decisions

Best Practice

• Link performance to human resources outcomes
• Motivate performance and results through meaningful contin-

gent rewards

Realities

• Diffi cult and time-consuming to implement performance–
reward linkages, especially when linkages have not been made 
in the past

• Only worthwhile when suffi cient rewards are at risk to be 
motivating

• Must successfully overcome rating leniency problems and man-
agers’ reticence to provide candid feedback

• Trust levels in the organization must be high for performance–
reward linkages to be implemented successfully, and percep-
tions of fairness in making these linkages is essential

• Initially, no matter how well implemented, performance–
reward linkages will be anxiety-provoking and are likely to 
decrease trust

• Performance–reward linkages increase manager’s responsibili-
ties and accountabilities

• Managers need training and organizational support to imple-
ment effectively

The underlying philosophy of linking performance and pay is to 
reward employees for the contributions and motivate performance 
through direct “line of sight” with rewards. Certainly, this is not a 
new idea, and many private sector organizations have linked perfor-
mance and pay for years. However, organizations that traditionally 
have not linked performance and rewards are moving away from 
their traditional tenure-based systems in the direction of rewarding 
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performance, to include many federal, state, and local government 
agencies, non-profi t agencies, and international agencies. While 
linking performance and rewards sounds intuitively appealing and 
can have positive motivational effects, the complexities and diffi cul-
ties associated with doing this, especially in organizations where these 
linkages have not been made traditionally, are signifi cant.

Pay demonstration projects have shown that at least 2.5–4.5% of 
payroll needs to be at risk (e.g., in the form of bonuses) to have posi-
tive motivating effects. Further, to achieve optimal effects, signifi cant 
contingent rewards should be available to the highest performing 
employees, for example, 10% of their salaries. However, in addition 
to having suffi cient pay at risk, it is also essential that there is suffi -
cient differentiation in ratings to support variable pay decisions that 
align with the ratings. For instance, if there is not differentiation in 
the ratings, it is not possible to justify signifi cant differences in pay. 
The challenges associated with chronically lenient ratings discussed 
previously need to be successfully addressed for rewards to be effec-
tively linked to performance. Managers need to get over any reticence 
they have to provide lower ratings and candid feedback to employees. 
The bottom line is that linking performance with rewards can be an 
effective practice, but it requires overcoming diffi cult challenges that 
are inherent in performance management processes.

If managers rate everyone at 
approximately the same level, 

they will indeed avoid having 
to give disappointing news to 
some employees. However, 
they will also need to explain 
to the truly effective perform-
ers, who are delivering substan-
tially more than others, why 
they received exactly the same 
ratings and rewards as those 

who are contributing less. Either 
way, managers have to give 
bad news to someone. It’s best 
that this not be to the most 
effective performers, because 
this will have de-motivating 
effects on the most productive 
workers – exactly the opposite 
of what was intended by imple-
menting a system to reward 
performance.

Good to Know:
There’s No Easy Way Out for Managers

Irrespective of how effectively a pay-for-performance system is 
initially implemented, there are several realities that should be 
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Exercise 1:
Trust Building Exercise

Trainer Note. The purpose of this exercise is to teach trainees 
about behaviors that enhance trust between managers and 
employees. During the exercise, the checklist can be completed by 
managers regarding the extent to which they engage in trust 
building behaviors with their staff or by staff regarding the extent 
to which their managers engage in trust building behaviors with 
them. The procedures for the exercise need to be explained to 
participants before beginning:

• Participants should not put their names on the rating form.
• After participants have completed the checklist, the completed 

forms should be passed in to the trainer, shuffl ed, and redis-
tributed to trainees, such that no one knows whose sheet has 
been distributed to whom. Redistributing rating sheets to dif-
ferent participants protects the anonymity of respondents.

• The trainer should go through each item, ask the group to raise 
their hands if a check was placed next to that item on their 
sheet, and tally the responses.

• At a group level, this exercise provides feedback on the extent 
to which managers and/or employees report that managers are 
engaging in trust building behaviors, and it also identifi es areas 
for improvement to increase trust.

expected. First, even in the healthiest organizations, any system that 
touches pay or other rewards is anxiety-producing. As a result, trust 
may initially decrease until the system is shown to be fair and proce-
durally just. To facilitate this, there needs to be standardized, trans-
parent, and well-executed processes for translating performance 
measures into different levels of pay or other rewards. There also 
need to be a clear line of sight between what employees deliver and 
the outcomes they receive. Another fi nal reality associated with 
linking performance and rewards is that managers have greater 
responsibility to ensure that performance management is done right, 
and organizations need to be prepared to support managers in their 
decisions. Managers need training as well as support from human 
resources and their managers when pay-for-performance processes 
are implemented.

Practical Training Exercises
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Trust Building Behavior Checklist

Place a check in the appropriate box to 
the right of each statement, indicating the 
extent to which you engage in the 
following behaviors with your employees V
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 1.  I provide status reports and forecasts.

 2.  I explain my priorities, unit priorities, 
and how these align with 
organizational priorities.

 3.  I provide plausible explanations for 
actions that I take.

 4.  I try to balance candor with discretion 
when communicating with my 
employees.

 5.  I make realistic commitments and 
inform employees when things arise 
that prevent me from satisfying these.

 6.  I let employees know when plans have 
changed, why they have changed, and 
the impact on them.

 7.  I close the loop by letting people 
know when I have completed tasks I 
have said I would do.

 8.  I show people that I have tried to 
develop win–win solutions to 
problems.

 9.  I protect the interests of people who 
are not present by not criticizing them 
when they cannot defend themselves.

10.  I show compassion for employees, 
especially when a decision has 
negative consequences for them.

11.  I use probing and other 
communication techniques to verify 
people understand what I have told 
them.

12.  I admit my limits and do not promise 
more than I can deliver.



88 How to Design a Successful Performance Management Process

Exercise 2:
Accomplishment Exercise

Trainer Note. The purpose of this exercise is to teach trainees how 
to write effective accomplishment statements. Participants will 
review three accomplishments and evaluate how well they are 
written against a checklist. The exercise can be conducted inde-
pendently or in small groups, with a discussion following. Three 
example accomplishments appear below. These can be tailored to 
be more relevant to the organization in which training will 
occur.

Accomplishment Checklist

Write “Y” for Yes if the accomplishment satisfi ed the item and 
“N” for No if it did not.

Time Frame

_____ 1.  Did the accomplishment occur within the current rating 
period?

Description of the Situation
_____ 2.  Are the situation and circumstances the employee faced 

described?
_____ 3.  Does the description provide suffi cient context to under-

stand what the employee accomplished or contributed?
Description of Specifi c Activities
_____ 4. Are the activities the employee performed described?
_____ 5.  Are the activities described in suffi cient detail so that 

readers can readily understand what was done?
_____ 6.  Are the activities described in suffi cient detail so that 

readers can understand why the activities were above 
and beyond typical performance expectations?

_____ 7.  Did the employee describe his or her own specifi c activi-
ties, role, and responsibilities rather than team or group 
activities?

Description of Results/Impact
_____ 8.  Does the accomplishment describe the results or outcome 

of the activities performed?
_____ 9.  Does the accomplishment describe the specifi c impact 

that the contribution had on achievement of business or 
mission goals?
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_____ 10.  Is the impact described in suffi cient detail so that readers 
outside the work unit will understand the signifi cance 
of the accomplishment?

Overall Quality
_____ 11.  Does the accomplishment contain correct spelling and 

grammar?

Example Accomplishment #1

Describe the situation and the activities you performed:
A junior employee in my branch was having trouble with a new 
assignment. I sat down to help her fi gure out why she was having 
diffi culty. We identifi ed a couple areas she could focus on, and 
found some training courses she could attend.

Describe the results and impact of your activities:
The employee attended all the training courses we identifi ed for 
her.

Trainer Note: Items 3, 5, 6, 7, 8, 9, 10 on the checklist are missing 
or weak. A results statement was provided, but it does not speak 
to the critical outcome one would expect in this situation – devel-
opment of skills, rather than merely attending training courses.

Example Accomplishment #2

Describe the situation and the activities you performed:
My offi ce had six months before it transitioned to managing a 
new benefi ts program. I was very interested in leaning more 
about this area, so I volunteered to serve on the transition working 
group. I was selected to serve as the leader of the Customer Analy-
sis team. I developed a plan for collecting input from employees 
regarding their needs and preferences for different potential ben-
efi ts offerings. This plan included conducting focus groups, inter-
viewing key stakeholders, and conducting a survey of employee 
needs. I coordinated all the focus groups and used the focus group 
results to develop the survey. I identifi ed themes that the focus 
group participants had mentioned and wrote questions to measure 
their opinions about key topics. I researched different kinds of 
rating scales that can be used with surveys, learned about many 
different kinds, and selected the one I thought would meet our 
needs for information. I worked with other team members on the 
interviews, and implementation of the survey. I then analyzed the 

Continued
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data from the survey, and used Excel to create tables and charts 
that highlighted the interesting results. Finally, I organized and 
conducted a day-long team meeting to develop recommenda-
tions, and briefed the recommendations to the entire transition 
working group.

Describe the results and impact of your activities:
These activities resulted in the human resources department 
having good data upon which to base its decisions. We did not 
have to guess what our employees wanted, but instead could base 
our decisions on solid facts. As a result, employees reported high 
levels of satisfaction about how the benefi ts transition process 
was handled.

Trainer Note: Adequately addressed all items on the checklist.

Example Accomplishment #3

Describe the situation and the activities you performed:

– Our division had recently purchased a new human resources 
application with improved analysis and reporting capabilities 
that would allow us to serve our customers better.

– We were trying to transfer a database from the old application 
to the new one. We could not get the database to transfer 
properly. Sometimes data would be lost during the transfer, 
other times the relationships would be lost, or even worse, data 
would be rearranged. We worked on the problem for 10 
days.

– Finally, one day before the deadline, I fi gured out how to make 
it work.

Describe the results and impact of your activities:

– The data were successfully transferred to the new application. 
This ensured accuracy of the data and ensured that everyone 
in the division could access needed data.

– The project was completed in a timely manner, before the 
deadline.

– Having the data in this new application allowed us to serve our 
customers better.

Trainer Note: Items 5, 6, 7, 10 on the checklist are all missing or 
weak. Although an impact statement was provided, the result 
on operations was unclear and more information would be 
desirable.
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Exercise 3:
Writing Narratives Exercise

Trainer Note. This exercise is designed to help raters prepare more 
effective narrative comments. Participants review fi ve examples 
of narrative comments and evaluate how well they meet guide-
lines for effective narrative comments. The exercise can be con-
ducted independently or in small groups, with a group discussion 
following. The narratives in this exercise can be tailored to be 
more relevant to the performance standards that are being used 
in the organization where training is conducted.

Guidelines for Evaluating Rating Narratives

The purpose of narrative comments is to support particular ratings 
with specifi c, behavioral examples of employee performance. 
Effective narratives meet the following guidelines:

• Focus on job behaviors
 The primary function of narratives is to let others know what 

the employee has done that has led to a particular rating. The 
information included should directly support the rating in terms 
of specifi c employee behaviors. Unnecessary and inappropriate 
information (e.g., age, gender, medical problems, etc.) should 
not be included.

• Justify and support the rating given
 The narrative needs to be consistent with the rating given. For 

example, low ratings require that the narrative describe 
instances where the employee performed below standards. 
High ratings require the narrative to illustrate how the employee 
went beyond expectations.

• Provide suffi cient detail
 Readers should have a clear understanding of why a particular 

rating was given.

For this exercise, assume that ratings were made on a 5-point 
scale, ranging from 1 = failed to meet expectations to 5 = exceeds 
expectations.

Continued
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Example Narrative 1

Communicating with 
Others Meets 
Expectations 
Standards

Rating Narrative

•  Communicates 
complex concepts or 
ideas effectively in 
writing, so that 
readers who are 
unfamiliar with the 
topic or terminology 
can gain an 
understanding of 
key issues.

•  Proofs and edits 
documents to 
ensure the written 
message is accurate, 
clear, organized, 
and concise.

1 Pam never met the 
expectations for this 
standard. It is 
disappointing that Pam is 
not able to perform up to 
expectations for this 
performance standard. 
She needs training to 
improve her written 
communication skills.

Trainer Note: The comment basically repeats the information 
already conveyed in the rating: Pam is not performing up to 
expectations. The comment does not provide specifi c examples of 
when or how she failed to meet the expectations outlined in the 
standards.
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Example Narrative 2

Collaborating with 
Others Meets 
Expectations 
Standards

Rating Narrative

•  Develops and 
maintains 
constructive, 
professional 
working 
relationships with 
others.

•  Displays and fosters 
an appreciation for 
the value of 
diversity in the 
workplace and 
treats all people 
with courtesy and 
respect.

•  Readily assists co-
workers who 
encounter diffi cult 
tasks or situations.

•  Constructively 
manages 
interpersonal 
confl ict, considering 
all parties’ positions 
and working with 
them to come to a 
resolution.

2 I do not feel that Jan 
relates to others very 
well at all.

It’s not entirely Jan’s 
fault that she does not 
interact well with her 
peers or subordinates 
very well; she is just 
very introverted and 
shy. Because of her 
personality, she has a 
hard time connecting 
with others.

She is very quiet and 
withdrawn, and this 
makes it diffi cult for her 
to contribute to the 
team.

Trainer Note: Problematic narrative, because the comments should 
focus on Jan’s behaviors rather than her introverted personality.

Continued
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Example Narrative 3

Learning and 
Developing Exceeds 
Expectations 
Standards

Rating Narrative

•  Responds 
effectively and 
non-defensively to 
feedback about 
strengths and 
gaps that are 
important for own 
work.

•  Takes initiative to 
learn and apply 
new skills required 
to increase 
performance 
effectiveness.

•  Identifi es training 
and learning 
opportunities on 
own, coordinates 
with manager, 
and fulfi lls 
development plan, 
resulting in 
enhanced skill 
acquisition and 
improved 
performance.

5 Tim has really done an 
outstanding job in terms of 
developing himself.

At the beginning of the 
rating period, he came to 
me and asked my help in 
identifying an area for self-
development that would 
really help his career 
progress. Together, Tim and 
I decided that he should 
focus on increasing his 
expertise in electronic 
publishing software.

After choosing the area for 
development, Tim 
developed his own targeted 
plan, consisting of four 
different training and 
development activities. He 
has followed through in 
each of these areas and 
completed his development 
plan during the rating 
period. Tim is now the most 
skilled user of electronic 
publishing software in our 
unit.

Trainer Note: Good narrative, because it provides detailed exam-
ples of specifi c employee behaviors that met the “Exceeds Expec-
tations” standards and led to rating of 5.
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Example Narrative 4

Communicating with 
Others Exceeds 
Expectations Standards

Rating Narrative

•  Communicates ideas 
and information 
articulately, in a 
highly organized 
and logical fashion, 
and in a form well 
matched to the 
audience.

•  Responds to stated 
and implied 
questions in a clear, 
appropriate manner.

•  Enhances 
communications and 
delivery of 
information by using 
a range of 
appropriate 
presentation aids 
(e.g., graphs, charts, 
videos, slides); 
effectively utilizes 
computers and other 
technology to 
present information.

•  Responds 
appropriately to 
individual and group 
behavior in 
situations involving 
complex or sensitive 
issues; adapts on the 
spot to meet listener 
needs.

5 Last month, I had to 
leave unexpectedly for a 
family emergency. I asked 
Kim to fi ll in for me as a 
facilitator for a strategic 
planning session. I knew 
it would be a challenge 
for her, since I 
anticipated that the high-
level meeting would be 
very diffi cult to facilitate. 
However, I thought she 
could handle it. She 
jumped in without 
hesitation to help out 
and handled the meeting 
well. A number of 
attendees complimented 
her on how she helped 
them focus and share 
their opinions.

Trainer Note: Problematic narrative, because it contains informa-
tion that is irrelevant to this particular competency and focuses 
on a single instance of performance. Ratings should refl ect typical 
performance over an entire rating period, and comments to justify 
the ratings should also cover the entire period.

Continued
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Example Narrative 5

Technical Profi ciency 
Meets Expectations 
Standards

Rating Narrative

•  Applies 
understanding of 
human resources 
business needs for 
data and manages 
data accordingly.

•  Applies business rules 
to enter appropriate 
information into 
human resources 
automated systems 
effi ciently and 
accurately; proofs 
own and others’ 
work, fi nding and 
correcting errors and 
ensuring that 
procedures are 
followed.

•  Updates and 
maintains fi les and 
records effi ciently and 
accurately, organizing 
information to 
facilitate retrieval,

•  Effi ciently retrieves 
appropriate 
information from 
commonly used 
record-keeping 
systems.

•  Completes 
administrative forms 
and paperwork 
accurately and in a 
timely manner.

2 Jane has not met 
expectations for this 
performance standard. 
There are a number of 
examples of her failure 
to do so.

First, there were three 
separate occasions where 
she incorrectly 
forwarded the 
paperwork for 
assignments that she 
processed, and she also 
entered information into 
the automated human 
resources system 
incorrectly on six 
occasions.

Also, Jane rarely 
completes her own 
paperwork on time. I 
have to track her down 
and ask her where 
various reports are at 
least once a month, and 
there has not been a 
single occasion when the 
reports have been 
fi nished when I have 
asked for them.

Trainer Note: Good narrative, which focuses on specifi c employees 
behaviors throughout the rating period that are relevant and tied 
well to the performance standards.
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Example Exercise 4:
Performance Review Role Play

Trainer Note. The purpose of this exercise is to teach trainees that 
different people can have signifi cantly different views about a 
situation and to provide practice in conducting effective perfor-
mance feedback sessions. This exercise contains: (1) role play 
instructions for a manager, named Fisher; (2) role play instructions 
for an employee, named Wall; and (3) a checklist of behaviors that 
the manager and employee should exhibit during the feedback 
session. This exercise can be conducted in several ways, as 
follows:

• One option is to have training participants break into pairs and 
conduct the role-play exercise. Following the role-play, the 
trainee playing the role of the employee rates the “manager” 
on how effectively he or she conducted the session, and the 
trainee playing the role of the manager rates the “employee” 
on how effectively he or she participated in the session.

• A second option is to have training participants break into 
groups of three. One participant plays the role of the manager, 
the second participant plays the role of the employee, and the 
third participant is the observer, rating the “manager” and the 
“employee” on how effectively they conducted the session.

• Another alternative is to have two trainers (or actors) demon-
strate the role play, performing some aspects of the feedback 
session effectively and others ineffectively. Trainees observe the 
manager’s and employee’s performance, complete a checklist 
on how effectively they conducted the session, and then discuss 
their observations.

• The fi nal alternative is to script roles and videotape actors 
playing the manager and employee roles. Specifi c effective and 
ineffective behaviors can be built into the videotapes. Trainees 
would complete the checklist regarding what the videotaped 
manager and employee did and did not do effectively and then 
discuss their observations.

The option that should be selected depends on the situation. In 
some organizations, employees are reluctant to engage in role 
plays and do not fi nd them credible. Also, if videotaped role-plays 
are used, there is maximum control over what behaviors are 
exhibited and more standardization in the learning points that 
can be built into the exercise. Irrespective of which option 

Continued
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is used, the general premise for the roles is presented below and 
performance should be evaluated using the provided checklists.

Role Play Exercise: Staff Member Role

In this exercise, you will play the role of an employee participating 
in a performance discussion with your manager. You will fi nd a 
description of the overall work situation, and a description of your 
character’s thoughts about what should be discussed. Please stick 
to the basic facts outlined in the scenario, but feel free to impro-
vise within the framework. The role play should take about 10–15 
minutes. When everyone is fi nished, we will get back together as 
a group and discuss lessons learned.

Background – Staff Member Role

You are T. Wall. You work with 15 other staff and get along very 
well with all of them. Your group is one of the most productive. 
People get along really well and support each other. You are very 
skilled in doing technical work and enjoy it – you have always 
been one of the best. You are also an extremely good technical 
mentor and teacher. The people in your group have a reputation 
for being the best because of the training you provide. They are 
sought after regularly by others. You know this because your staff 
members are frequently selected to take challenging jobs in other 
parts of the organization.

Your group is one of several in a division. People in the division 
are also team-oriented and productive, although many of the 
other group leaders aren’t as good technically as you are. When 
you fi rst joined the organization, you regularly jumped in to help 
your peers on technical problems they were facing. You soon 
found that you had become the “go to” guy and many people 
came to you for advice on their technical problems. While you 
really liked serving in this technical guru role, the people on your 
team started feeling neglected and told you that they weren’t 
getting enough of your time. So you had to cut back in helping 
other team leaders to make sure you had enough time for your 
team.

Your manager, S.A. Fisher distributes the work pretty much as 
it comes in. Because your team is one of the most productive and 
technically profi cient, you tend to receive more work than others. 
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You and your team pride yourselves in being able to take on many 
projects and the most diffi cult ones. To make sure your people 
get the best training possible, you have been lobbying for the 
most diffi cult and innovative projects to be given to your group. 
You feel strongly that the only way your staff members are going 
to learn is to make them perform the most challenging projects. 
This strategy has worked really well because your team is, in fact, 
the best. Since you have been lobbying for the most challenging 
work, Fisher has come through and given your group very inter-
esting assignments, but has not always seemed happy about 
this.

Although you have had a very successful and productive year, 
there was one incident recently that bothered you that you may 
bring up with Fisher. In a customer meeting, you proposed doing 
something differently that had not occurred to you before. 
Because the thought did not come to you until the meeting, you 
did not pre-coordinate your idea with Brown, the project director. 
However, you got so excited about this that you went ahead and 
shared your thoughts with the group. There was a change in the 
customer’s direction as a result of your suggestion and some addi-
tional work that Brown had to do. Nonetheless, your idea is going 
to make a very important improvement in the work. Brown was 
furious about your not pre-coordinating with him – unreasonably 
so, under the circumstances. Although you apologized to Brown 
and offered to help with the additional work, Brown was upset 
and made a really big deal about doing something that everyone 
agreed was better for the project.

Today, Fisher has asked to get together. It should not take very 
long, and it will be nice to hear again about the good work you 
are doing.

Role Play Exercise: Manager Role

In this exercise, you will play the role of a manager conducting a 
performance discussion with a staff member. You will fi nd a 
description of the overall work situation, and a description of your 
character’s thoughts about what should be discussed in the review 
session. Please stick to the basic facts outlined in the scenario, but 
feel free to improvise within the framework. The role play itself 
should take about 10–15 minutes. When everyone is fi nished, we 
will get back together as a group and discuss the lessons 
learned.

Continued
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Background – Manager’s Role

You are S.A. Fisher, a manager, with 15 staff reporting to you. 
Today, you have arranged to meet with one of them, T. Wall, for 
a performance discussion.

Overall, Wall is exceptional technically. He is part of a very hard-
working, productive unit. However, Wall’s cooperation with 
others has a lot to be desired. When fi rst in the unit, Wall was 
extremely helpful and pitched in to provide assistance whenever 
anyone needed it. Gradually, Wall has become less and less helpful 
to others. You have asked other team members to talk over tech-
nical issues with Wall, but they tell you that Wall refuses to help 
and even makes sarcastic remarks that they can’t do their own 
work. On one occasion, Wall blind-sided Brown, a co-worker, by 
not pre-coordinating on a suggestion that Wall made directly to 
Brown’s customer. You expect staff to keep each other informed 
and cooperate such things.

In addition, Wall recently refused to take on two assignments, 
saying that they were too easy and low level for his group. Wall 
wants the most challenging and diffi cult work and asked you to 
give the routine assignments to others. You had plenty of work 
to go around, so you granted the request. But, you can’t continue 
giving Wall the most interesting work without causing problems 
for others. Also, if Wall is not going to help others, it’s not right 
to reward Wall with the best projects. You’ve decided to meet 
today to discuss this matter and your general concerns about the 
lack of cooperation you have seen.

Wall’s failure to cooperate has you worried for another reason. 
There has been a lot of turnover among junior staff who work 
with Wall. You have heard no complaints yet, but you are wonder-
ing if Wall is treating junior staff poorly. Certainly, if Wall is stub-
born and uncooperative with others, this same behavior may be 
occurring with junior staff.

You want to discuss these issues with Wall today to try and 
resolve things before they get further out of hand.

Performance Review Session Checklist for the Manager

Check each item that applies:

• Explained the purpose of the meeting
–––––  Indicated that the meeting was a discussion of the employ-

ee’s performance
–––––  Outlined the topics to be covered in meeting
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• Maintained open, two-way dialogue with employee
–––––  Asked employee for his/her opinion on how the job is 

going
–––––  Asked employee for ideas on strengths and developmen-

tal needs
–––––  Allowed employee to speak when he/she had something 

to say
–––––  Asked employee for opinions, questions, concerns

• Recognized employee’s achievements
–––––  Praised employee for good work observed over the rating 

period
–––––  Highlighted areas where employee has done particularly 

well
• Discussed developmental needs with employee in a constructive 

manner
–––––  Identifi ed specifi c problem behaviors
–––––  Focused on behaviors rather than personality traits
–––––  Listened and responded to employee’s comments about 

these areas
–––––  Interacted in a professional, constructive manner

• Worked with employee to develop plan of action
–––––  Asked for employee’s opinion on course of action to take
–––––  Helped employee set attainable goals in terms of specifi c 

actions
–––––  Identifi ed ideas to help the employee address issues
–––––  Created a timeline for steps he/she and employee would 

take to achieve plan

Performance Review Session Checklist for the Employee

Check each item that applies:

• Listened openly to the feedback
–––––  Actively listened to what supervisor was saying
–––––  Paraphrased what had been said to ensure 

understanding
–––––  Asked questions when appropriate

• Treated review session as opportunity to learn
–––––  Interacted in a professional, non-defensive manner
–––––  Cooperated with supervisor

• Actively participated in identifying developmental needs and a 
plan
–––––  Professionally explained his/her view of the situation
–––––  Recognized that he/she has areas for improvement
–––––  Set challenging, realistic goals
–––––  Indicated willingness and made commitments to work on 

improving



Chapter 5

Performance Management 
System Implementation

Having an effective performance management process and tools 
is a necessary, but not suffi cient condition for effective perfor-

mance management. What really matters with any performance 
management system is how seriously it is taken and how conscien-
tiously it is used by managers and employees. This is why both the 
most challenging and the most important part of developing an effec-
tive performance management system is implementation. In 
Chapter 3, several best practices relevant to implementation were 
discussed as important for laying the groundwork for a new system. 
These included:

• Ensuring there is suffi cient leadership support for the system
• Gaining buy-in for the system from staff at all levels
• Realistically assessing the organization’s appetite for performance 

management
• Developing an effective communications strategy

Once the performance management tools and processes have been 
designed, several additional implementation steps are necessary. 
These include automating the tools and processes to the extent pos-
sible, pilot testing, training staff on using the system, evaluating the 
system, and improving the system based on the evaluation results. 
The following sections discuss best practices relevant to these im-
plementation steps. They are derived from organizational change 
principles, best practices studies, and the views of experienced 
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practitioners about how to successfully implement performance 
management systems.

Tips:
Cornerstones of Successful Post-Design Implementation

• Automate as much as possible
• Implement an appeals process
• Pilot test the system prior to large-scale implementation
• Train employees and managers on all aspects of the system and 

process
• Evaluate and continually improve the system based on evalua-

tion results

Practical Exercise

At the end of this chapter, practical Training Exercise 5 can be 
used to help to engage and empower managers and staff in the 
implementation process.

Automation of Performance Management Processes

Organizations have had a long history of attempting to increase work 
effi ciency and effectiveness. From the advent of repetitive fl ow pro-
duction in the early 1900s, to the use of Total Quality Management 
in the 1980s, to the recent trend to outsource non-mission critical 
functions, organizations continually strive to increase their effective-
ness through increased effi ciency. This has recently resulted in wide-
spread implementation of automated Human Resource Information 
Systems (HRIS), whose purpose is to more effi ciently deliver human 
resource-related business functions. Vendors such as SAP, People-
Soft, and Oracle offer HRIS that allow employers to track and manage 
employees as they move through the employment lifecycle from pre- 
to post-hire. Typically, these systems automate human resource func-
tions, such as time and attendance, leave, benefi ts, pay, recruiting, 
and staffi ng.1 Performance management functions have also been 
integrated into these large HRIS as more tools and platforms have 
become available that automate the appraisal process.
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Functionality Provided by Automated Systems

Evaluations of automated performance management systems have 
shown that they are viewed positively by users overall, decrease work-
load, ensure widespread access, and provide a standardized format 
for collecting, storing, and reporting performance data.

Example:
Basic Level of Functionality in Automated System

• User interfaces for displaying competencies, performance stand-
ards, and performance management process information

• Make and capture performance ratings
• Web pages that contain help, information, and instruction 

fi les

To make informed decisions about the extent of automation 
beyond the basic functions, time, resources, development, and main-
tenance costs need to be considered. For example, database develop-
ment and maintenance represent signifi cant costs beyond applications 
development. Additionally, features such as information security, 
archiving, and records management represent areas that require 
additional consideration. There are a variety of advanced features 
that can be built into an automated performance management 
system, including:

• Capturing input from multiple rating sources. Automated perfor-
mance management systems have proven to be invaluable for the 
implementation of multi-source or 360-degree feedback systems, 
which are inherently more complex from an administrative stand-
point than managerial evaluations. First, several raters must be 
selected from multiple rating sources (e.g., peers, customers) from 
which feedback is sought. With the exception of the manager, a 
minimum of three raters from each source are needed to provide 
feedback. Since not all potential raters provide feedback when they 
are asked, it is necessary to ask for feedback from more than the 
minimum needed. Usually, at least fi ve to six raters from each 
ratings source are asked. This means that if feedback is sought from 
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three sources (peers, direct reports, and customers), requests will 
need to be sent and rating forms made available to approximately 
15–18 raters per employee. Once completed, the ratings from these 
different participants need to be compiled and analyzed by rating 
source (e.g., all peer ratings combined). A feedback report is then 
generated showing the results. Automated systems are almost 
essential for this type of multi-rater application, allowing for effi -
cient selection of raters, easy access to rating forms, collection and 
analysis of data from multiple sources, and automated develop-
ment and delivery of reports.2

• Capturing employee input. This includes capturing accomplish-
ments and any other types of employee input (e.g., comments, 
ratings) on-line.

• Managing workfl ow. This includes prompting managers, employ-
ees, reviewers, and human resources staff about deadlines relevant 
to the performance management process and providing access to 
forms and documents that are needed during the process.

• Providing automated feedback and training to managers. The goal of 
this feedback is to help managers and other raters mitigate rating 
infl ation and other rating errors that commonly occur when one 
individual evaluates the performance of another. For example, an 
automated system can be programmed to track and analyze man-
agers’ ratings over time. When suffi cient data have been collected 
on a large enough group of employees (e.g., 50–100), managers 
whose ratings seem to exhibit certain patterns (e.g., constantly 
rating employees at the highest rating levels) can be given feedback 
on their ratings and reminded to make sure their ratings refl ect 
both strengths and development needs. Alternatively, managers’ 
ratings can also be evaluated and feedback provided in real time as 
they are making them. This can be accomplished by fl agging ratings 
of an employee that meet certain predetermined thresholds and 
prompting managers to review their ratings for accuracy. For 
example, ratings might be fl agged when an employee is rated at 
exactly the same level on all of the competencies or when an 
employee receives an average rating of 4.75 or above on a 5-point 
scale, which may be unrealistically high, or a rating of 2.25 or 
below, which may be unrealistically low.

• Reporting. This capability involves generating automated reports at 
preprogrammed intervals to track system effectiveness. For example, 
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reports can be produced showing the average ratings by compe-
tency, division, department, group, or other relevant entity. Simi-
larly, ratings for protected demographic groups (e.g., employees 
over 40, minority groups) compared to non-protected groups can 
be regularly examined for adverse impact or other issues of 
concern. As another example, reports can be produced that show 
the relationships between performance ratings and outcomes 
such as pay and promotion. All of these types of reports are 
benefi cial to produce on an ongoing basis, because they provide 
useful information about the health of a performance manage-
ment system and enable timely interventions to address any 
problems.

• Providing evaluation support tools. Evaluation support tools include 
such things as sample behavioral statements that can be used to 
develop narratives, developmental activities that can be pursued to 
enhance performance on each competency, example performance 
objectives, and any other information that may facilitate comple-
tion of the appraisal. The idea is that such examples provide models 
and starting points for developing narratives, objectives, etc., which 
should increase effi ciency, effectiveness, and standardization across 
different managers.

• Development and training support. Some software allows employees 
to create, store, and monitor their progress in achieving their indi-
vidual development plans. Other related functionality includes the 
ability to request and get approval for formal training and to reg-
ister for training programs.

• Facilitating HR decision-making. Software tools can also be imple-
mented to facilitate making compensation and other human 
resources decisions. Once managers fi nalize employees’ ratings, 
they can be automatically plotted on a graph that shows where each 
employee stands within their job level. Taking into account the 
employee’s performance ratings, the tool helps managers identify 
which employees might be under- or over-paid for their job cate-
gory and level of performance. Managers can also experiment with 
alternative compensation amounts for different employees, while 
tracking the overall impact of these decisions on payroll. Other 
functionality allows importing performance evaluations so that 
they can be used with additional information to facilitate succes-
sion planning, staffi ng, and other human resources functions.
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Buy versus Build Decision

The fi rst step in deciding what automation features should be included 
in a system is to collect user requirements. This involves querying 
relevant constituencies within an organization to identify what auto-
mated functions are needed and desirable. Since different groups 
typically have somewhat different needs and desires, requirements 
should minimally be collected from the perspective of the organiza-
tion’s leadership, human resources department, IT department, per-
formance management reviewers, managers, and employees. It is also 
important to examine commercial-off-the-shelf (COTS) products 
to learn about the different types of functionality that are available 
in the marketplace and to assess the costs of different software 
options.

A key decision that needs to be made is whether to buy a com-
mercial product or to design and build an in-house product. Use of 
commercial products requires entering into licensing agreements 
where organizations are charged for using the products. The advan-
tage of commercial products is that they can usually be implemented 
quickly (relative to an in-house development project), and they are 
maintained and updated by the developer over time. The biggest 
potential downside of commercially available software is that licens-
ing agreements last in perpetuity and can be expensive.

Some commercial products provide a performance management 
shell and the organization provides the content (e.g., competencies, 
performance standards, and so forth). Other products provide both 
automated functionality and performance management content. In 
either case, if an organization wishes to use a commercially available 
product, it is important to use a reputable vendor, preferably one that 
is stable and will remain in business.

Use of a vendor with human resources system development exper-
tise is especially important if the organization plans to use a process, 
competencies, or performance standards provided by the vendor. 
The concern here is whether or not a vendor’s generically developed 
competencies and performance standards will be job-relevant or 
valid for use with a given organization’s jobs. In this situation, not 
only is software development expertise important but expertise is 
needed in the development and implementation of valid and defen-
sible performance management systems. Ideally, the vendor should 
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have industrial and organizational psychologists, who specialize in 
this area.

As an alternative to using commercial products, organizations may 
opt to develop their own automated performance management tools. 
Ownership of the automated platform eliminates the need to pay a 
licensing fee but the organization then has the responsibility for 
updating and maintaining the system. For instance, it would be nec-
essary to maintain databases of ratings, analyze and report data for 
decision-making, and periodically revise the system. With a number 
of high quality and high functionality tools available on the market, 
most organizations today are opting to purchase a performance man-
agement platform but develop their own customized and validated 
content to be used within these.

Potential Consequences of Automation

While automation of performance management processes has pro-
duced largely positive results, there are some potential negative con-
sequences as well. On the positive side, non-automated systems tend 
to be paper-intensive and require passing documents through many 
people, from the manager, to a reviewer, to the employee, back to 
the manager, and eventually to human resources. Automation 
greatly streamlines the performance management workfl ow by 
enabling documents to be accessed electronically by different parties. 
It also substantially reduces paperwork by enabling completion and 
storage of information on-line rather than in paper form, thus pro-
viding an easily accessible repository of information. While this 
facilitates human resources data collection, decision-making, and 
reporting, such readily assessable data also allows for easy analysis 
of performance management and other human resources informa-
tion, including investigation of adverse impact. Many human 
resources professionals anticipate increasing litigation as a result of 
having readily accessible data available in automated systems. In the 
past, it was diffi cult and time-consuming to compile records and 
conduct the data analyses that were necessary to evaluate system 
effectiveness and potential legal issues. However, data stored in 
automated systems is easy to retrieve and thoroughly analyze, 
increasing the potential for fi nding problems and reinforcing the 
importance of conducting performance management and other 
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human resources activities in accordance with legal and professional 
standards.

Another expected advantage of automation is that the process 
effi ciencies it affords should free up time for managers and employees 
to engage in more useful performance management activities, such 
as performance conversations and developmental activities, rather 
than paperwork. A cautionary note, however, is that by making eval-
uations easier to complete and process, automation may tempt man-
agers to get their performance management responsibilities done as 
quickly as possible, focusing their efforts on on-line activities rather 
than engaging with employees. Another potential downside of auto-
mation occurs when the system includes tools that are intended to 
be helpful to managers but can also be misused, such as example 

Case Scenario:
Do Managers Customize Narratives 

when Example Comments Are Available 
in Automated Systems?

A commercially available automated performance management 
system offered sample narrative comments for different levels 

of performance effectiveness. A large information technology 
company and a large retail sales organization were both consider-
ing implementation of this feature. However, both had concerns 
about making example comments available because they thought 
the managers might produce “cookie cutter” narratives for their 
employees, using the comments verbatim rather then customizing 
the narratives to refl ect what the employee actually did. If this 
happened, employees might be turned off by the lack of person-
alization in the narratives. They might also perceive a lack of 
interest in performance management on the part of their manag-
ers. The feature was implemented on a trial basis. Evaluations of 
the narratives showed that managers did, in fact, customize the 
generic text to make it applicable for individual employees. The 
managers felt that the availability of example comments was very 
helpful in preparing their reviews, increasing both effi ciency and 
consistency. Because the generic comments were customized to 
be meaningful to individual employees, employees also had posi-
tive reactions to their narratives.
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narrative statements. If managers use these directly without taking 
the time to edit them so they are meaningful for staff, the perfor-
mance management process may become mechanical and lose cred-
ibility. The bottom line, however, is that the advantages of automated 
tools and the advanced functionality they provide almost always out-
weigh potential concerns and disadvantages.

Implement an Appeals Process

It is important to include an appeals process in any performance 
management system because this gives the organization an opportu-
nity to learn about and deal with potential problems before they 
escalate into formal challenges. Having an appeals process in place 
also helps to increase employees’ perceptions of fairness regarding 
the system. Appeals processes take different forms in different orga-
nizations. Some have separate committees that hear, investigate, and 
decide on appeals. Others handle this process through the human 
resources department. Irrespective of the mechanisms and specifi c 
processes for handling appeals, the important point is to develop and 
implement a formal process where employee can safely and objec-
tively have any concerns about their evaluations reviewed and 
addressed.

Pilot Test

Another important factor in ensuring a successful implementation is 
to pilot test a new process in a few units prior to large-scale imple-
mentation. Pilot testing helps diagnose whether or not a system is 
functioning properly and illuminates areas for revision prior to going 
live. It also provides useful information about whether managers and 
employees understand and support the process and if further change-
management or communication efforts are needed. Importantly, a 
pilot test provides an opportunity to gauge reactions to the system 
and make adjustments that will facilitate acceptance.

Pilot testing should include all aspects of the system – the auto-
mated system, performance management content, written materials, 
training programs, and the assignment and analysis of ratings. What 
this means is that a full pilot test will be resource- and time-intensive, 
something that can be unappealing to organizational decision-makers 
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who often want fast implementation. In fact, it is sometimes diffi cult 
to convince decision-makers who want to expedite implementation 
about the value of pilot testing. However, the negative attitudes and 
irrecoverable bad press that a failed system roll-out can produce – for 
example, the automated system crashing – are simply not worth the 
time gained or risk associated with forgoing a pilot test.

Train Employees and Managers

Employees and managers need to be able and motivated to conduct 
performance management effectively. Training helps to accomplish 
both of these objectives. There are different types of training that can 
be used for performance management – classroom training, job 
aides, or web-based training. The training format and strategy that 
make the most sense in a given situation depend on the extent of 
buy-in there is for the system, how much employees and managers 
already engage in effective performance management, and the 
resources – both time and fi nancial – that the organization is willing 
to invest in the training process.

Performance management is an area where practice and feedback 
are particularly useful for learning. Because of the interactive nature 
of many performance management activities, the most effective type 
of training is classroom training, where trainees participate in a variety 
of exercises to teach and reinforce key learning objectives. For example, 
experienced practitioners have found that there is no comparison for 
classroom training when the topic is how to give and receive feedback, 
because this venue allows trainees to practice and grow more comfort-
able with the feedback, coaching, and development process. In addi-
tion, when an organization devotes the time and resources that are 
required for large-scale classroom training, a very strong message 
about the importance of performance management is sent to employ-
ees. The type of training provided and requirement or lack thereof to 
attend training communicate a great deal to employees about leader-
ship’s commitment to performance management.

If an organization elects to provide classroom training, there are 
usually training programs for managers and employees that are 
offered at several points during the performance management cycle. 
While different training programs could be developed for these dif-
ferent audiences, an advantage of using the same training content for 
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both is that everyone receives the same information, which helps to 
increase trust in how the system will be implemented. Although the 
training content for managers and employees can be identical or very 
similar, it is best to conduct separate training sessions for these two 
audiences. This is because lower-level employees can be reticent 
about participating in training when managers are in the same 
session.

To enhance transfer of training to the job, it is best to provide 
training on each major step of the performance management process 
immediately before managers and employees need to perform that 
step, as this helps to ensure relevant information is fresh in their 
minds. While this requires a larger number of training sessions 
overall, the sessions are shorter and more focused than if all of the 
content is taught in one session. Experience in several organizations 
has shown that employees and managers prefer and fi nd it more 
meaningful to attend one or two hour sessions at different points 
during the year rather than a full-day or more of training prior to 
implementation. A proposed set of classroom training sessions and 
timeframes for conducting these is shown in the example.

Example:
Proposed Classroom Training Sessions and Timing

• Training Session 1: General roll-out and overview of the system 
and setting performance objectives – one month prior to 
implementation

• Training Session 2: Having effective performance conversations 
– within approximately the fi rst month of the performance 
management cycle

• Training Session 3: Preparing accomplishments, rating perfor-
mance, and having formal review sessions – one month before 
accomplishments are due

An alternative to classroom training is web-based training. Simple 
web-based training programs can be developed to teach the mechan-
ics of a performance management process or more advanced training 
can be developed that provides practice exercises and feedback. The 
advantage of web-based training is that participants can complete the 
training at their own pace and don’t have to physically attend a 
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program outside their offi ce. These advantages are also the precise 
disadvantages of this type of training. Because participants are not 
required to physically attend a scheduled session, they can procrasti-
nate taking the training, ignore it altogether, or race through it just 
to get it done. If a web-based training approach is going to work well, 
it usually requires policing to make sure that employees take the 
training and acquire the needed skills. Although web-based training 
is viewed as more effi cient, fl exible, and cost-effective over time, 
customized web-based training programs can be very expensive to 
develop, especially if they include interactive practice exercises. 
Beyond the cost, however, the more important question is whether 
or not a web-based approach will result in the learning and motiva-
tion that are necessary to effectively use the new system.

Shown in the example is a comprehensive list of performance 
management training topics. For many of these topics, exercises that 
provide practice or feedback to trainees can be included. Because 
adult learning principles focus on the importance of experiential 
learning, lecture content should be minimized and exercise content 
maximized. Throughout this book are exercises that can be used to 
reinforce learning in several areas.

Example:
Performance Management Training Topics

• Philosophy and purposes for which system will be used
• Plan for rolling out and educating organizational members 

about the system
• Roles and responsibilities of leaders, reviewers, feedback pro-

viders, managers, employees and human resources
• Major components of the performance management system 

and process
• Rationale for and review of performance standards
• How to discuss expectations and set performance objectives
• The importance of ongoing, constructive, and specifi c behav-

ioral feedback
• How to seek feedback effectively from others
• How to react to and act on feedback in a constructive manner
• How to give feedback to minimize defensiveness and maintain 

self-esteem
• How to build trust between managers and staff
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• How to gather effective feedback from other rating sources
• How to prepare summaries of your most meritorious 

accomplishments
• How to provide accurate evaluations that minimize rating errors 

and rating infl ation
• How to work with other managers to ensure uniform applica-

tion of standards and consistency in ratings
• How to prepare effective rating narratives
• How to conduct effective formal review sessions
• How to provide effective coaching and mentoring
• How to identify and address development needs
• How to address disciplinary or serious performance problems
• How to link performance ratings to outcomes (if applicable)
• How to use the automated system and related software
• How to monitor, evaluate, and improve the performance man-

agement system over time

Performance management learning aids can be used to support 
more formal approaches to training. The advantage of such aids is that 
they can be made available on-line and used whenever an employee 
needs to be refreshed on some part of the system. For example, an aid 
might be developed that helps managers write good performance 
objectives or one might be developed that summarizes the key perfor-
mance management activities and schedule. Performance manage-
ment learning aids are useful once employees have participated in 
formal training and have experience with the performance manage-
ment process. However, they are not suffi cient as the sole basis for 
training and certainly do not provide the practice and feedback that 
are needed to perform performance management activities well.

Tips:
Consider Providing a Performance Management Hotline

• Managers and employees can call in to ask questions about the 
process

• Particularly useful during the time period when major perfor-
mance management activities occur (e.g., setting objectives, 
writing accomplishments, rating performance, etc.) but cannot 
be used in lieu of training

• Important to ensure that the hotline is adequately staffed so that 
employees’ and managers’ questions are responsively addressed
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Evaluate and Continually Improve the System

Performance management systems should be evaluated and continu-
ally improved over time. If data are stored in an automated system, 
a number of measures can be easily collected and reviewed on a 
regular basis. Other measures, for example, assessments of user sat-
isfaction with the system, require separate data collections. Since 
different measures provide information on how different aspects of 
the system are working, it is best to track and collect a number of 
measures in order to obtain a complete picture of overall system 
effectiveness. The following practices are encouraged:

• Monitor Completion of Training: This involves verifying that all 
users of the performance management system have received train-
ing prior to implementation.

• Monitor Completion of Appraisals: This involves verifying that 
performance appraisal ratings have been completed and signed off 
on by managers, employees, and other required persons, such as 
human resources.

Assess Quality Using a Formal Performance 
Management Review

This is the process where a higher level manager or human resources 
staff member reviews each employee’s package to ensure that:

• Narrative comments are aligned with and support the ratings
• Ratings do not appear positively or negatively biased
• Especially high or low ratings have been properly justifi ed
• Evaluation criteria appear to be applied systematically across super-

visors and employees
• Proper distinctions have been made between employees, based on 

their performance and contributions

Assess Alignment with Related HR Decisions

If a performance management system is used as a basis for pay, pro-
motion, or reductions in force, the consistency between the evalua-
tions and outcomes received needs to be monitored. For example, 
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those who receive the highest numerical ratings should receive higher 
levels of pay and those who receive the lowest ratings should be the 
fi rst to be let go in a reduction in force. Assessing the alignment 
between performance ratings and outcome decisions is facilitated if 
data are collected and analyzed in an automated system.

Evaluate User Reactions

Surveys or focus groups should be used periodically to collect user 
reactions to and satisfaction with the performance management 
process. Modifi cations can then focus on areas that are viewed as less 
effective by users. One strategy that not only gathers useful informa-
tion but also serves as a catalyst for increasing performance discus-
sions is to survey organizational members on the extent to which they 
are seeking, giving, and receiving feedback. Experienced practitioners 
have found that reporting these results back to managers and employ-
ees can increase the frequency and quality feedback that is exchanged 
over time.3

It is good practice for manag-
ers in a given unit to meet, 

discuss the ratings for all em-
ployees, and together decide 
on the fi nal rank-ordering or 
groupings of staff for decision-
making purposes.
• Primary advantage – it helps 

to ensure that consistent 
distinctions are made bet-
ween employees who are 
exceeding, meeting, or fal-
ling below expectations. The 
reason is that managers end 
up discussing specifi c exam-

ples of performance in rela-
tion to the standards, which 
helps them develop consen-
sus about how to interpret 
and apply them.

• Primary disadvantage – while 
a consensus process facili-
tates more systematic decision-
making, it is less practical 
and effective in situations 
where managers are geo-
graphically dispersed or lack 
familiarity with the perfor-
mance of many employees 
in the group.

Good to Know:
Rating Calibration Helps Ensure an 

Effective Performance Management Process
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Example:
Performance Management Monitoring Procedures 

and Metrics

• Gather comments about concerns users have
� Provide an open web-site for comments that are regularly 

reviewed
� Periodically conduct focus group feedback sessions
� Dedicate a task force to review comments/feedback and 

make suggestions for improvement
� Monitor and categorize comments received by the help line

• Survey employees and managers about their performance man-
agement attitudes
� Are the appraisals helpful? Accurate? Useful for making 

decisions?
� Is feedback being given? Received? Sought?
� Are individual performance objectives being set? Are they 

challenging but achievable?
� Are expectations being communicated? Are they clear? Are 

there linkages between individual goals and higher-level 
goals?

� Are the rating standards useful?
� Are employees preparing accomplishment statements?
� Are employees and managers able to easily integrate perfor-

mance management processes into their work life, or is the 
system too burdensome?

� Are managers taking performance management seriously or 
brushing it aside?

� Does performance management help achieve business 
results?

� Is performance management helpful for getting work 
done?

• Survey employees and managers about development
� Are employees being pushed to strengthen their skills? To 

specialize?
� Are development goals being, set? Monitored? Achieved?
� Are employees counseled on career options based on their 

capabilities and interests?
� Is the Development Resource being used?
� Are employees devoting time to meeting the goals on their 

individual development plans?
� Are employees meeting their development goals?
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• Evaluate system records
� Are performance objectives fi nalized and recorded on 

time?
� Are performance appraisal ratings and development plans 

completed and submitted on time?
� What proportion of employees have attended performance 

management training?
� How many grievances have been fi led?
� Is the organization or employees prevailing in grievance 

matters?
� How much are grievances and associated work costing the 

organization?
• Evaluate a sample of completed rating forms

� Are the performance objectives meaningful, well defi ned, 
and measurable?

� Are objectives tied to validated work behaviors or perfor-
mance standards?

� Are objectives similarly diffi cult and complex for employees 
in the same job?

� Are forms being periodically updated as people achieve their 
goals or circumstances change?

� Are accomplishment statements being completed?
� Do rating narratives align with the ratings? Are they behav-

ioral? Useful? Provide good documentation for especially 
high or low ratings? Clear to outside readers?

� Do accomplishment statements meet all of the criteria for 
good accomplishments?

� Are all development activities oriented around taking train-
ing classes only, or do they refl ect on-the-job experiences and 
other learning activities?

� Do development plans refl ect experiences from the Develop-
ment Resource?

• Analyze rating data
� Examine rating averages and distributions – most ratings 

should be around the center of the scale (“Meets Expecta-
tions”) and with reasonable differentiation between 
employees

� Look at average rating scores and distributions across work 
groups

� Look at average rating scores and distributions of ratings by 
race/gender group to evaluate equivalency of ratings across 
groups

� Look at average rating scores and distributions of ratings by 
competency – lower averages on some competencies might 
mean training is needed organization-wide

� Look at whether or not the rewards received align with the 
ratings given
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Practical Exercise

Example Exercise 5:
Implementation Discussion Exercise

Trainer Note: The purpose of this exercise to get organizational 
members thinking about ways they can contribute to effective 
performance management implementation and solve implemen-
tation problems. Divide the class into three groups. Each will 
discuss a separate issue that may impact the performance man-
agement implementation success. The groups should be no more 
than 10–12 participants. If the training class is bigger than 30, you 
may divide into a larger number of groups, and some will discuss 
the same issue.

Assign an issue to each group. The discussions should last about 
20 minutes. Trainees should not only discuss the issues but they 
should also brainstorm strategies and practical solutions to address 
them. Each group should appoint someone to record the group’s 
conclusions on a fl ip chart. One group member will also need to 
report out for the group.

Issue 1

• What are the biggest concerns among employees about the 
new direction for performance management and what can be 
done to address these?

Issue 2

• What are the biggest concerns among managers about the new 
direction for performance management and what can be done 
to address these?

Issue 3

• What organizational barriers exist to implementing the new 
performance management system and what can be done to 
address these?
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Chapter 6

Legal Requirements

We begin this part with a discussion of legal issues because there 
are well-articulated legal and professional guidelines that 

govern the development of measures that are used to assess job per-
formance in work situations. Equal employment opportunity and fair 
employment practice laws, such as Title VII of the Civil Rights Act 
and the Equal Pay Act, make it possible to challenge employment 
decisions. While litigation related to employment practices has 
occurred for over 30 years, its incidence has recently proliferated.1 
These challenges can result in jury trials, compensatory or punitive 
damages, and high-profi le class action lawsuits. Legal requirements 
are relevant to performance management when appraisals are used 
as a basis for decision-making, such as pay, bonuses, promotions, or 
reductions in force. As a result, they can be the subject of employ-
ment litigation. Both the results of a performance management 
process (i.e., the ratings) as well as procedural aspects of performance 
management systems can be challenged. As examples, challenges can 
be targeted at the specifi city or subjectivity of performance criteria, 
standardization of operational procedures, or lack of internal consis-
tency (for example, ratings that do not differentiate well between 
employees but pay increases and bonus awards that do), among other 
things.
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There are two main types of challenges that can be made against 
an organization’s performance management system. The fi rst is called 
a disparate treatment case, the second is the disparate impact case. 
In a disparate treatment case, the employee is claiming that she or he 
was treated differently by an employer than other employees who 
were in a similar situation. For example, assume both Mary and Jim 
failed to come to work one day, and the employer fi res Mary but not 
Jim. If the reason the employer fi red Mary was because she is female, 
then this is unlawful because the decision was based on the gender 
of the employee. If Mary was fi red was because she had consistently 
bad attendance, this could be disparate treatment due to differences 
in Mary and Jim’s attendance records. However, this would be 
lawful.

In a disparate impact case, the claim is that the employer has a 
practice that systematically and negatively impacts an entire group, 
for example, the employer won’t hire individuals unless they have 
college degrees. This practice might have a much larger impact on 
minority candidates as a whole than it has on white candidates as a 
whole, such that the requirement for a degree results in signifi cantly 
less minorities being hired than whites. To summarize, then, a dis-
parate treatment challenge concerns how a specifi c individual was 
treated, while a disparate impact challenge claims that an organiza-
tion’s system or process systematically discriminates against a pro-
tected class of people (e.g., females, disabled persons, people over 40, 
African Americans, etc.). While disparate treatment has been con-
ceptualized as an individual claim, it has been recognized by the 

Employment challenges have 
proliferated to the point 

that it is almost guaranteed 
that some aspect of an organi-
zation’s performance manage-

ment process will be challenged 
eventually, and it is likely that 
it will be the focus of a lawsuit 
at some point in time.

Good to Know:
The Likelihood of Challenges to Performance 

Management Systems Is High
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courts in class actions. The payoff to plaintiffs is much higher in dis-
parate treatment claims (i.e., punitive damages) so they have been 
increasingly weaving these arguments into cases, as early as the 1990s. 
A recent article from the American Bar Association (http://www.
abanet.org/irr/hr/spring04/forced.html) discusses the use of dispa-
rate treatment arguments as part of the class actions on age in per-
formance management.

While any type of challenge is time-consuming and can be expen-
sive, class action lawsuits can result in signifi cant monetary damages 
and can last literally decades. In addition, if a human resources system 
is found to be faulty as a result of a lawsuit, the organization may be 
required as part of the settlement to implement signifi cant changes 
to the system. These are often overseen by court-appointed outside 
experts. In this situation, organizations can lose control of their own 
human resources systems and be required to implement what is 
directed by the outside expert group. Thus, not only can litigation be 
expensive and time-consuming, but it can result in outsiders playing 
a signifi cant role in the design and oversight of an organization’s 
human resources systems and processes.

Organizational leaders sometimes need to be made aware of the 
potential for legal challenges and their consequences. There are spe-
cifi c steps that need to be taken to be able to defend a performance 
management system if it is challenged. These steps require additional 
work, time, and resources. Especially when there is a desire to get a 
new system implemented quickly, there can be pressure to forgo the 
additional work that is required to address legal concerns, especially 
if leaders view the chances of being challenged as very small. More 
than one organization’s leaders have made the decision not to be 
overly concerned about legal requirements, only to suffer signifi cant 
legal problems later on. It is therefore important that organizational 
leaders understand the legal requirements and possible risks so that 
they can make fully informed decisions about how to develop and 
use their human resources systems.

Because performance management is a frequent focus in employ-
ment litigation matters, it is important to be familiar with the laws 
and professional guidelines that apply to the design and implementa-
tion of these systems. While an in-depth discussion of legal issues and 
comprehensive review of associated case law is beyond the scope of 
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this book, numerous resources are available for obtaining this infor-
mation, including:

• Kahn, S. C., Brown, B. B., & Lanzarone, M. (1996). Legal guide to 
human resources. Boston: Warren, Gorham & Lamont, 6–2 to 
6–58.

• Malos, S. (1998). Current legal issues in performance appraisal. In 
J.W. Smither (Ed.), Performance appraisal: State of the art in practice 
(pp. 49–94). San Francisco: Jossey-Bass.

• Malos, S. (2005). The importance of valid selection and perfor-
mance appraisal: do management practices fi gure in case law? In 
F.J. Landy (Ed.), Employment discrimination litigation (pp. 373–
409). San Francisco: Jossey-Bass.

• Martin, D. C., Bartol, K.M., & Kehoe, P. E. (2000). The legal rami-
fi cations of performance appraisal: The growing signifi cance. Public 
Personnel Management, 29(3), 379–406.

Shown below is a brief summary of guidelines derived from case law 
and professional practice standards that are important in defending 
an organization’s performance management practices.

Case Scenario:
No One is Immune to Legal Challenges

Many organizations feel that they are immune to legal chal-
lenges, especially if they have not experienced them in the 

past. One information technology organization, where everyone 
was doing very well fi nancially because they had stock options, 
explicitly stated they were not worried about legal challenges 
because everyone was so happy to be there. Within fi ve years, the 
organization faced a class action lawsuit, alleging discrimination 
in the allocation of performance-based rewards. Because they had 
not been worried about legal challenges, they had not taken steps 
to ensure that their performance management processes, which 
were used to make rewards decisions, could be defended. In the 
end, this organization, where leaders were convinced they would 
never have a legal challenge – let alone lose – lost the lawsuit and 
had to pay very substantial damages to the class.
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Tips:
How to Address Legal Requirements

• Performance measures must be based on job-relevant factors
• Employees need to be clearly told what they are expected to 

do, what they are expected to accomplish, and what standards 
will be used for evaluation

• Specifi c roles, responsibilities, and timeframes for accomplish-
ing performance management activities must be defi ned and 
well documented for managers and employees

• Training should be provided to managers and employees 
on all aspects of the system they are responsible for 
conducting

• Managers should document specifi c examples of effective and 
ineffective performance that explain the rationale for their 
ratings

• Organizational mechanisms should be in place for holding man-
agers accountable for providing timely feedback

• Employees should be notifi ed of defi ciencies in a timely manner 
and provided with suffi cient opportunity and feedback to 
improve in these areas

• Performance evaluations should be reviewed by a higher-level 
offi cial or panel to ensure accurate ratings and promote the 
application of uniform standards across managers

• Employees should be allowed to provide input into their 
appraisal and to comment on the ratings or narrative provided 
by their managers

• If performance evaluations are used as a basis for deciding 
important outcomes, the decisions must align with the ratings 
given, for example, it would not be appropriate to terminate 
an employee who received high ratings in the absence of other 
documented information

• A formal appeals process should be included in the process that 
provides employees an opportunity to have their ratings 
reviewed and reconsidered at a higher level if they feel there 
are problems with them
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In the legal arena, there are two concepts that are important to 
understand – adverse impact and validity – as they play a central role 
in determining the veracity of potential legal challenges an organiza-
tion might face.

Adverse Impact

Adverse impact means that the outcomes from a human resources 
system can be associated with employees’ race, gender, age, or other 
personal factors, such that individuals who belong to certain groups 
receive systematically less than individuals who belong to other 
groups. Potential adverse impact is evaluated against protected 
demographic groups, such as African Americans, Hispanics, females, 
and individuals over 40. There are different ways to examine adverse 
impact in a performance management system. If ratings are directly 
tied to outcomes such as pay increases, bonuses, or stock options, 
one can examine whether there are systematic and signifi cant differ-
ences in the rewards received by different groups. A simple way to 
examine this involves use of the four-fi fths rule.2

Example:
Calculation of Adverse Impact Using 4/5ths Rule

In a group of 75 males and 75 females, assume 45 females and 68 
males receive a 10K bonus based on their performance ratings. 
Here are the calculations you would perform:

• The proportion of females receiving the bonus is 45/75 or 
60%.

• The proportion of males receiving the bonus is 68/75 or 90%.
• The proportion of females receiving the bonus compared to 

males is 60%/90% or 67%.

Using this approach, adverse impact exists if the proportion of 
protected group members (females) receiving an outcome is less 
than four-fi fths or 80% of the proportion of majority group 
members (males) receiving the same outcome. Because the pro-
portion of females receiving a 10K bonus compared to males is 
only 67%, we would conclude that the performance management 
system is producing an adverse impact against females.
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If a human resources system is shown to produce adverse impact 
and the organization wishes to continue using that system, there are 
legal requirements that the system must have demonstrated job rel-
evance or validity. The existence of adverse impact without validity 
leaves the organization vulnerable to challenges against which it will 
not be able to prevail. While validity can be used as a defense for a 
performance management system that produces adverse impact, it is 
wise to minimize adverse impact to the extent possible. This not only 
decreases the chance that the organization will face costly and time-
consuming legal challenges, but it also helps to avoid unfavorable 
views of an organization that can occur when its human resources 
systems are known to produce adverse impact.

Because adverse impact refl ects the proportion of majority versus 
protected group members who receive desirable outcomes, it cannot 
be assessed until after the appraisal process is complete and fi nal pay, 
promotion, etc. decisions have been made. This is obviously late in 
the game to realize that a system may be producing undesirable levels 
of adverse impact. For this reason, other analyses can be performed 
to evaluate the likelihood that a system will produce adverse impact. 
Specifi cally, one can examine the average performance rating scores 
that different groups receive using a statistic called the “Effect 
Size.”3

Example:
Examination of Potential Adverse Impact Using 

“Effect Sizes”

Continuing with the example of 75 females and 75 males, we 
would:

• Calculate the average rating score for the group of 75 
females

• Calculate average rating score for the group of 75 males
• Transform these average rating scores into a statistic that rep-

resents the difference in the average rating between the two 
groups. This statistic is commonly called the “effect size” or 
“group difference in standard deviation units”

Continued
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Validity

If performance ratings are linked to important outcomes and produce 
an adverse impact against a protected group, the law requires that 
the system be shown to measure important requirements of the job, 
or in other words, be a content-valid system. Although there are 
other types of validity, content validity is the most practical and 
acceptable form of validity for performance management systems. 
Content validation requires conducting a thorough analysis to iden-
tify a job’s critical performance requirements. Job requirements are 
the important work behaviors or tasks that are performed and the 
competencies that are required to effectively perform these work 
behaviors and tasks. The performance management system must 
focus on measuring how effectively employees perform critical work 
requirements. Content validity is demonstrated through a series of 
expert judgments, which document that the performance measures 
comprehensively assess important job requirements. A brief overview 
of the validation process is shown below, following steps 1–7, and 
more detailed guidance for developing valid outcome (i.e., results) 
and behavioral performance measures is provided in the next two 
chapters.

Interpreting effect sizes:

• Effect sizes of 0 indicate no difference in the ratings given to 
the two groups

• Effect sizes of 1.00 or more indicate a very large difference in 
the average ratings given to the two groups

• Effect sizes that may seem small, in the .30 to .40 range, can 
produce considerable adverse impact in the outcomes 
received.

• There is not a specifi c effect size that is okay versus not okay – 
however, it is best to strive for effect sizes that are as small as 
possible.



Legal Requirements 131

Step 1
Collect preliminary informa-
tion about important job re-
quirements (work behaviors, 
tasks, competencies) from re-
viewing job information, observ-
ing the job, or interviewing 
job experts.

↓

Step 2
Develop draft lists of work 
behaviors or tasks and the com-
petencies required to perform 
these tasks.

↓

Step 3
Review and revise the list of 
work requirements with job 
experts (usually incumbents) 
that are diverse in terms of 
their demographics, locations 
in which work is performed, 
specifi c job functions, and any 
other factors that may impact 
the way the job is performed.

↓

Step 4
Survey a suffi ciently large and 
representative sample of job 

incumbents or their supervi-
sors, asking them to rate 
which job requirements are 
most critical for effective job 
performance.

↓

Step 5
Analyze the survey data to 
prioritize the most important 
job requirements (tasks, work 
behaviors, and competencies).

↓

Step 6
Develop rating standards for 
raters to use in evaluating per-
formance on the most critical 
job requirements.

↓

Step 7
Conduct workshops with job 
experts to verify that the per-
formance measures assess criti-
cal job requirements and that 
rating standards accurately des-
cribe the performance expect-
ations for the job.

Good to Know:
Steps to Develop Content Valid Performance Measures



Chapter 7

Developing Objectives and 
Measuring Results

There are two primary activities involved in developing measures 
of results. The fi rst is identifying performance objectives that 

state the outcomes an employee is expected to achieve. The second is 
specifying these in suffi cient, measurable detail that it is clear to both 
managers and employees whether or not the objectives have been 
met. Ideally, the results to be achieved should be tied to the organiza-
tion’s strategy and goals. As discussed, this is typically achieved by 
developing cascading goals, where organizational goals are cascaded 
down through the different levels to individuals. These linkages help 
to ensure that the work of all organizational entities is aligned and 
focused on achieving important organizational goals. Although an 
individual’s objectives should support higher level goals, an employ-
ee’s development needs can also be taken into account in setting their 
objectives. These can be targeted to improving current job perfor-
mance or preparing the employee for career advancement.

Linking Individual Objectives to Higher-Level Goals

There are two strategies that can be used when linking individual 
goals to higher level goals at the next level:

• Start with an employee’s individual performance outcomes and 
work upward to link them to relevant higher-level goals

133Performance Management: A New Approach for Driving Business Results   Elaine D. Pulakos
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• Start with a higher-level goal that is relevant to an employee’s job 
and work downward to develop an individual performance 
objective

The decision about whether to link upwards or downwards is a per-
sonal preference. Some fi nd it easier to start with something concrete 
from their job and work upwards towards a less-tangible concept. 
Others fi nd it easier to start with a broader, higher-level concept and 
develop something concrete they can do on their job that relates to 
this. An example of how department goals could be cascaded to 
individual objectives appears below. Note that the individual objec-
tives are related to only one of the department goals. Objectives can 
be related to more than one goal at the next higher level, but it is 
unlikely that goals at one level will relate to all of the goals at the next 
level.

Example:
Individual Goals Cascaded from Department Goals Human 

Resources Department Goals

• Automate 60% of HR transactional processes by the end of 
year

• Create and staff a new Organizational Design and Change Man-
agement unit by end of year

• Develop a process to effi ciently and cost effectively tie perfor-
mance to rewards

Individual Objectives for Human Resources Professional

• Design and gain leadership approval for a new performance 
management system that links performance with pay by 
March

• Implement a Performance Management System by end of year 
with at least 90% of the employees receiving completed apprais-
als in fi rst year and at least 80% of employees and managers 
indicating satisfaction with system based on survey results
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Identifying Individual Objectives

There are several guidelines that should be followed to develop effec-
tive performance objectives.1 The fi rst is that diffi cult but attainable 
objectives lead to more effective performance than moderately diffi -
cult goals. Second, in order for employees to achieve their objectives, 
they must feel committed to them and they must feel they are achiev-
able. If employees feel that they cannot reach their objectives, they 
will be de-motivated to try. This is why it is important to ensure that 
employees accept their objectives and are motivated to achieve them. 
The best way to ensure this is to make employees an active part of 
the objective-setting process and work with them to arrive at objec-
tives that are challenging and achievable. It is also important for 
managers to communicate and commit their support by providing 
guidance and resources to employees as well as removing obstacles 
to goal attainment. The “SMART” mnemonic helps managers and 
employees remember the key characteristics of effective objectives.

Practical Exercise

At the end of this chapter, practical Training Exercise 6 can be 
used to help employees learn how to link individual objectives to 
higher-level objectives.

Tips:
SMART Guidelines for Establishing Effective 

Performance Objectives

• Specifi c: clearly stated and direct, defi ning the end results to be 
achieved

• Measurable: can be compared to a standard
• Attainable: diffi cult, achievable, and realistic, to motivate 

performance
• Relevant: have a direct and obvious link to organizational 

success factors or goals
• Timely: measured in deadlines, due dates, cycles or schedules
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Example:
Translating Work Behaviors into Performance Objectives

Work Behavior Objective

Manages 
delivery of 
custom-
developed 
programs and 
projects for 
customers

Conducts studies 
to evaluate HR 
program 
effectiveness

Lead the XYZ project. Make sure all work 
is delivered according to the established 
milestone chart and project schedule, 
ending June 15. Effectively meet unit’s 
needs for an improved staffi ng process as 
defi ned by receiving at least satisfactory 
scores and an average rating of “4” on a 
5-point scale on all satisfaction indices 
assessed on the standard satisfaction 
survey.

Independently plan and conduct an 
evaluation study of the performance 
management process, including 
assessment of hard metrics (completion 
rates, analyses of ratings) and user 
satisfaction measures. Design 
methodology and research instruments 
and conduct data analyses according to 
professional standards for reliability and 
validity. By March 30, write report that 
requires no grammatical editing and 
minimal substantive editing. Technical 
report will include detailed and practical 
recommendations for improving the 
process. 

While the idea of setting individual objectives may seem straight-
forward, the process of doing this is usually more time-consuming 
and diffi cult than people expect. Especially initially, when managers 
and employees are not accustomed to developing objectives, they fi nd 
it challenging to identify and clearly defi ne them. One reason is that 
both managers and employees tend to naturally think in terms of the 
work behaviors employees perform on the job and not tangible, well-
defi ned outcomes. For example, job descriptions typically contain 
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work behaviors or job tasks. Identifying performance objectives 
requires going beyond these and thinking about the specifi c out-
comes, products, or services that result from work activities. Two 
examples of work activities appear on the previous page, along with 
how these could be translated into performance objectives. The fi rst 
work activity is to manage customer projects. An objective from this 
activity could be managing a specifi c project according to a project 
schedule and meeting customer satisfaction metrics in the end. The 
second work activity is to conduct evaluations of human resources 
programs. An objective of this activity might be to conduct a specifi c 
program evaluation study, where defi ned quality and timeliness 
metrics are met.

Ensuring Expected Results of Objectives 
are Measurable

Performance objectives should be clearly defi ned in terms of measur-
able outcomes so that both managers and employees know when and 
whether the objective has been achieved. Jobs that lend themselves 
best to setting measurable objectives have static performance require-
ments and hard productivity measures (e.g., dollar volume of sales, 
profi tability, miles driven, or pieces produced). On the surface, 
writing objectives for these types of jobs may seem easy and straight-
forward. But, consider the following questions:

• Did the worker who produced the most pieces also produce the 
highest quality pieces?

• Did one employee have more modern equipment than another, 
enabling her to produce a higher volume of product, irrespective 
of how hard either worked?

• Was the driver who went the furthest distance speeding and endan-
gering others the entire way?

• Was one salesperson’s territory in Wyoming and another’s in New 
York City? Based on the number and proximity of potential cus-
tomers, the person in New York may have had more opportunity 
to make sales than the person in Wyoming.

The bottom line is that even when measures seem straightforward 
to defi ne, it is important to think through the consequences of 



138 How to Develop Solid Performance Measures

those that are selected. For example, quantity measures are usually 
easier to defi ne than quality measures. However, if only quantity 
metrics are used, employees will focus on producing a lot, possibly 
to the detriment of producing quality. Likewise, it’s important to 
take into account the individual’s opportunity to perform in his or 
her particular circumstances. If one employee is working on a 
machine that produces products twice as fast as another employee’s 

Tips:
How to Measure the Results of Objectives

Timeliness: Timeframe in which work is performed

• Responded to requests for information within 24 hours
• Provided fi nancial reports summarizing program operations on 

a quarterly basis

Quality: How well work is performed

• Improved the layout for navigating a website to make it more 
user-friendly and easier to use as indicated by 20% improve-
ment in user survey satisfaction results

• Independently created a report containing relevant and concise 
information on program operations that required no revisions

• Developed an online training program for employees where 
trainees successfully learned 85% of the material

Quantity: How much work is performed

• Responded to 95% of requests
• Provided computer training to 90% of employees
• Conducted two on-site reviews each month to assess compli-

ance with regulations

Financial metrics: Effi cient use of funds, revenues, profi ts, 
savings

• Budgeted operations to achieve a 10% cost savings compared 
to last year

• Convinced customer to increase expenditures for services by 
15% more than last year
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machine, the employee with the slower machine will never be able 
to outperform the one with the faster machine, no matter how hard 
that employee works. Rather than impose the same goals on all 
staff, consideration should be given to real differences in opportuni-
ties employees may have so that stretch but achievable objectives 
can be set for everyone. There are four types of measures that 
are commonly used: timeliness, quality, quantity, and fi nancial 
metrics.

Although there are four primary ways to measure results, these can 
be used together. In fact, linking different types of measures usually 
improves the quality of the measure, for example:

• Processed 99% of candidate job applications within one week of 
receiving them (quantity and timeliness).

• Developed an online training course that taught 90% employees 
how to independently use automated transactional systems and 
reduced training costs by $500/employee (quantity, quality, and 
fi nancial metrics).

The more detail managers can provide in terms of the target objective 
and expected results, the more clearly the performance expectations 
will be understood. In addition, this will also help avoid disagree-
ments about whether an objective has been successfully met. A very 
important caveat, however, is not to fall prey to measuring peripheral 
aspects of the objective that may be easy to measure but do not assess 
the most important things. For example, meeting a deadline is easy 
to measure but improving customer service may be what’s important 
to measure.

While many different types of measures can be identifi ed, there is 
the very practical issue of which and how many of these can be reli-
ably and accurately assessed without creating systems and processes 
that are so burdensome that they die of their own weight. To imple-
ment and maintain an objective setting process that is effective and 
manageable over time, the measures selected need to capture what’s 
most important, refl ect critical bottom line results, and be practical 
to obtain. Shown below are several examples of objectives that are 
more or less well defi ned. These examples show how a clear defi nition 
of expected results can increase understanding and avoid disagree-
ment around whether or not objectives were actually met.
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Example:
Performance Objectives

Well-defi ned Performance Objectives

• By June 15, prepare a document that requires no grammatical 
editing and minimal substantive editing containing a method-
ology and focus group questions to further understand and 
evaluate responses to the annual employee satisfaction 
survey.

• Reduce by 10% the amount of time needed to process 33,000 
hiring requisitions.

• Provide responses to requests for benefi ts information and 
human resources procedures within 48 hours of receipt.

• Develop a web-based tutorial program to assist employees in 
proper implementation of the organization’s new performance 
management process by April 15.

• Draft and submit to the Human Resources Vice President a plan 
and timeline that is accepted without revision for implementing 
a new automated process to track employee development activ-
ities and formal training.

• Implement a new automated benefi ts administration process 
by July 15 and achieve user satisfaction indices of at least 
95%.

• Provide 100% accurate fi nancial reports summarizing benefi ts 
expenses on a quarterly basis.

Poorly Defi ned Performance Objectives

• Collaborate with Human Resources team members to ensure 
regulatory requirements are met.

• Provide effective customer service.
• Monitor the progress of Human Resources program 

operations.
• Perform activities of limited scope and complexity in the appli-

cation of Human Resources regulations and procedures.
• Collaborate as appropriate with other organizations and their 

representatives on specifi c projects.
• Communicate effectively, both verbally and in writing, to relate 

fi ndings, identify problems, and draft recommendations clearly 
and accurately.
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In developing objectives, managers need to ensure that they are 
written to refl ect fully successful performance for the job and level, 
such that most employees would receive “meets expectations” ratings 
on their objectives. If an employee exceeds the objectives (for example, 
produces signifi cantly better quality, quantity, timeliness, or impact 
than defi ned), he or she should be given a higher rating. However, 
high ratings on performance objectives should be reserved for indi-
viduals who perform well beyond the expectations for their job, and 
these ratings should be the exception rather than the rule.

Practical Exercise

At the end of this chapter, practical Training Exercise 7 can be 
used to help teach managers and employees how to identify 
effective individual objectives.

Overcoming Challenges in Using Individual Objectives 
for Performance Management

There are several challenges associated with using individual objec-
tives as the basis for performance management.2

Inconsistency among managers can result in objectives that are too 
easy, unattainable, or unsystematic across individuals who occupy 
the same job.3,4 If managers are not trained to set objectives of similar 
diffi culty and complexity for employees in the same job, one employ-
ee’s objective could be to perform a simple data collection task, while 
another’s in the same job could be to manage the design and imple-
mentation of a complex program evaluation process. If the overall 
impact and contribution of the results associated with these different 
objectives are not considered, the employee who executed a simple 
data collection task could be considered as performing equivalently 
to the employee who implemented a complex program evaluation 
process, simply because they both achieved their objectives. Thus, a 
key challenge is ensuring that fair, equitable, and job relevant objec-
tives are set for all employees.
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In highly routine and predictable jobs, it is sometimes possible to 
predefi ne a set of objectives that apply uniformly to all employees. 
This not only saves time that would otherwise be spent by each 
manager and staff member developing individual objectives, but it 
also ensures that all employees in the same job are held accountable 
for the same expectations and standards. When identical objectives 
apply to everyone in a job, job analysis procedures like those dis-
cussed in Chapter 6 can be used to defi ne these, ensuring their job 
relevance.

In many jobs, the objectives for different employees vary signifi -
cantly, depending on the nature of the individual’s duties and assign-
ments. When it is not possible to use the same objectives for all 
employees, it is best to have supervisors develop individual objectives 
from validated tasks or work behaviors that have been identifi ed for 
the job. The objectives will need to contain more specifi c information 
than the tasks or work behaviors (e.g., what specifi c project, cus-
tomer, product, etc. the employee is responsible for), as well as spe-
cifi c quality, quantity, and timeliness expectations. However, by 

• Inconsistency among man-
agers can result in objectives 
that are too easy, unattain-
able, or wildly different in 
their diffi culty for individu-
als in the same job

• Objectives need to be within 
the employees’ control to 
achieve and not dependent 
on things they can’t control

• It is diffi cult to evaluate the 
relative contribution of the 
myriad of results that differ-
ent employees deliver

• Setting concrete objectives 
in advance can be diffi cult 

for jobs where the work is 
fl uid and unpredictable

• Setting individual objectives 
is not appropriate if work is 
so interdependent or team 
based that individual results 
cannot be clearly identifi ed; 
in these situations, it is more 
appropriate to set objectives 
at the team or group level

• Managers and employees 
need to be prepared to 
make adjustments to objec-
tives during the rating 
period as the situation or 
priorities change 

Good to Know:
Challenges in Setting Performance Objectives 
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starting with a list of validated tasks or work behaviors, the objectives 
developed for each employee can be linked to valid job content. As 
objectives are defi ned for employees holding similar or identical jobs, 
they can be compiled and reviewed across managers. This helps to 
ensure that similarly diffi cult and complex objectives are being set 
for individuals in the same job and level.

Case Scenario:
Leveraging Objectives 

After objectives were written for individuals occupying each 
job in a political organization, they were catalogued and 

stored in a database. This made it possible for managers and 
employees to search the database for objectives that might be 
relevant to different employees’ jobs. They were then able to use 
the already developed objectives as a starting point and edit them 
to be customized for other employees. Over time, this resulted in 
increasing levels of consistency in the objectives that were devel-
oped for employees in similar jobs. 

Even if training and examples are provided to help managers 
develop objectives, they will still be at least somewhat unique to each 
employee, in most cases. An issue then becomes how to evaluate the 
relative contribution of the myriad of results that different employees 
deliver. Given that some employees deliver higher impact results than 
others, it would not be fair to consider all employees who achieve 
their objectives as performing the same. An effective strategy that has 
been used in several public and private sector organizations to address 
this issue is to develop standards for evaluating the relative contribu-
tion of different results, in addition to evaluating whether or not 
timeliness, quality, quantity, or fi nancial measures were achieved. 
The use of individual performance objectives without this additional 
evaluation fails to differentiate between employees who are contrib-
uting more or less and for differentially rewarding them.5 An example 
of such standards is shown next.
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Another challenge is that setting concrete objectives in advance can 
be diffi cult for jobs that are unpredictable or constantly changing.6,7 
Consider the challenges in trying to develop specifi c objectives for 
R&D jobs where it is impossible to predict when meaningful discov-
eries will occur. An effective strategy for these types of jobs is to set 
shorter-term objectives that are more predictable. Feedback can be 
given and interim appraisals conducted as employees reach key mile-
stones during the rating period. In fact, given the fl uid nature of 
many work environments, some experts have advocated not even 
trying to set longer-term objectives, claiming that this is an exercise 
in futility, and instead recommended that the focus be on setting 
shorter-term objectives as the work evolves.

A fi nal challenge in setting objectives occurs when it is diffi cult to 
associate outcomes with a specifi c person’s effort, because the work 
is team-focused or requires signifi cant interdependence with others. 
In these circumstances, objectives should be set at the level where the 
key work products are produced. If jobs are so intertwined or depend-
ent on a team, it may not be practical or appropriate to set individual 
objectives. Instead, objectives should be set at the higher group or 
team level.

Example:
Performance Standards for Evaluating Overall 

Contribution of Results

Low Impact Moderate Impact High Impact

Result was 
straightforward 
to accomplish 
and had a small 
impact on 
business results.

Result had a 
positive impact on 
effi ciency or 
effectiveness of 
operations.

Result had an 
extremely positive 
impact, producing 
signifi cant cost 
reductions or profi t 
increases.
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Setting Objectives Collaboratively with Staff

The fi rst performance conversation managers and employees should 
have at the beginning of the rating cycle is to identify the employee’s 
performance objectives. Both managers and employees need to do 
some advance planning for this discussion. The meeting should take 
place in private without interruption. It’s important that the meeting 
is a collaborative effort where employees participate and provide 
their input, so they will be committed to their goals. During the 
meeting, managers should discuss the department or offi ce goals with 
employees and their ideas about the objectives the employee should 
achieve. Depending on the level of the employees and the type of 
work they are doing, it may be appropriate for employees to also 
discuss objectives they wish to achieve. During this conversation, 
there are several common questions that typically arise, which man-
agers need to be prepared to address.

No more than three to fi ve major objectives should be identifi ed 
for each employee. Major objectives refer to key deliverables and 
signifi cant projects or outcomes employees are expected to achieve. 
While it is frequently possible to set sub-goals for major objectives 
and employees may wish to do this for their own planning purposes, 
it is not recommended that the objectives included in an employee’s 

Case Scenario:
Setting Achievable Objectives in 

Changing Situations

In an international lending organization, objectives were initially 
set for the entire year in spite of the fact that the work was 

extremely fl uid and unpredictable. Evaluation of the performance 
management system after two years showed that the system doc-
umentation was fi lled with explanations for why objectives did 
not get accomplished as planned, rather than fi lled with what had 
been accomplished. Employees and managers were also frustrated 
by the fact that their performance management system was fi lled 
with excuses for why goals were not achieved. This organization 
successfully improved its performance management process and 
user satisfaction with the process by moving to shorter-term, more 
predictable objectives. 
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Tips:
How to Address Frequently Asked Questions about 

Setting Objectives

How does my job description relate to my objectives?

• Job descriptions include work behaviors and tasks
• Objectives focus on products, services, and accomplishments 

that result from work behaviors/tasks
• You need to go beyond work behaviors to defi ne measurable 

objectives

I think my objectives are too easy, too diffi cult, or not what I 
thought I would be working on.

• Identify the employee’s specifi c concerns
• Make a decision about whether or not to revise the objectives

If something unforeseen prevents me from achieving my objec-
tives, will I still be accountable?

• One of employees’ responsibilities is to keep managers in-
formed of any issues that interfere with accomplishing their 
objectives

• Objectives may need to be modifi ed to account for these 
things

To achieve my objectives, I have to rely on other people. If they 
don’t come through, how will I be affected?

• Employees should fi rst discuss their needs with involved others 
and keep lines of communication open with them

• Employees also need to keep managers informed of issues that 
impact achieving their objectives

Do I have to wait until my fi nal review session to fi nd out if I am 
achieving my objectives in a satisfactory manner?

• Managers need to provide on-going feedback about how 
employees are performing throughout the rating period

• Employees should seek feedback from managers at any time 
they wish
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performance plan contain this level of detail. Having a large number 
of narrow objectives at very specifi c levels of detail will be cumber-
some to manage and therefore are not recommended.

Once managers and employees have come to agreement on the 
employee’s objectives, a strategy that can facilitate employee owner-
ship is to have employees prepare the wording of their objectives for 
their performance plans. Managers can then review and sign off on 
the fi nal set of objectives. This not only helps to ensure mutual 
understanding of what is expected but also makes effi cient use of 
managers’ time in executing the process with many direct reports.

During the rating period, managers and staff may need to revisit 
the objectives as unforeseen events occur that interfere with achieving 
them. Although objectives can be changed during the rating period, 
it is best to “freeze” them at least three months prior to when ratings 
will be made. A key concern in implementing a performance 
management system is ensuring that employees understand their 
expectations and are provided with suffi cient time to achieve them. 
Last minute changes can lead to perceptions of “changing the rules 
at the 11th hour” and may lead employees to challenge their 
evaluations.

The Bottom Line

The development of individual performance objectives that drive key 
results can be an important and effective component of a perfor-
mance management process. However, developing fair, job-relevant, 
and useful objectives requires training and considerable effort on the 
part of managers, employees, and human resources staff. If organi-
zational members are not committed to developing effective objec-
tives and doing this consistently for all employees, individual 
objectives should not be included in the performance management 
process. Poorly developed objectives will not only be de-motivating 
to staff but can leave an organization vulnerable to potentially suc-
cessful legal challenges. Thus, if there is unwillingness to devote the 
time, energy, and resources necessary to overcome the inherent chal-
lenges involved in developing good objectives and monitoring the 
effectiveness and completion of these, the best alternative is to 
include only behavioral performance standards in the system. The 
development of these is discussed next.
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Practical Exercises

Exercise 6:
Linking Objectives to Higher Level Objectives 

Trainer Note. This exercise helps trainees write performance objec-
tives, based on work behaviors, and link them to higher-level 
goals. It can be conducted individually or in small groups. The 
work behaviors provided below are examples and should be cus-
tomized to the organization in which training is provided. Also, 
objectives for the relevant offi ce, division, etc. will need to be 
provided as part of the exercise. Following completion of the 
exercises, participants can report on some of the objectives they 
wrote and the linkages they made.

Writing and Linking Performance Objectives to 
Higher-Level Outcomes

Below are four work behaviors that apply to several jobs within 
XYZ organization. Choose any two of these and do two things:

• Write an individual performance outcome that refl ects the 
work behavior.

• Link the performance outcome to a related offi ce, division, and 
organizational objective.

Work Behavior 1. Analyzes and evaluates the effectiveness of 
program operations in meeting the established goals and 
objectives of the group.

Individual Outcome

Offi ce Objective

Division Objective

Organizational Objective
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Work Behavior 2. Ensures that all grant applications comply 
with applicable program announcements.

Individual Outcome

Offi ce Objective

Division Objective

Organizational Objective

Work Behavior 3. Provides technical advice and assistance on 
designated program operations to ensure compliance with 
offi ce requirements.

Individual Outcome

Offi ce Objective

Division Objective

Organizational Objective

Work Behavior 4. Provides assistance in developing strategies 
and implementing plans for special projects or initiatives 
related to program operations.

Individual Outcome

Offi ce Objective

Division Objective

Organizational Objective
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Exercise 7:
Identifying Performance Objectives

Trainer Note. This exercise helps trainees distinguish between 
performance objectives and work behaviors. Note that “X”s have 
been included on the form, denoting those items that refl ect 
better defi ned performance objectives. Following independent 
completion of the exercise below, review participants’ responses 
and facilitate a discussion about how the unmarked items could 
be further defi ned to make them more effective performance 
objectives. The items in this exercise can be tailored to be more 
relevant to the organization/jobs for which training is provided.

Identifying Effective Performance Objectives

This exercise will help you distinguish between performance 
objectives and work behaviors. Below is a list of 12 statements. 
Some are appropriately phrased as performance results and others 
are not. Place an “X” in the space next to those statements that 
you believe are written as performance results.

 1. X Develop a comprehensive plan, questions, and a 
written protocol for conducting a series of focus 
groups to evaluate customer perceptions of the new 
“KEYMAX” product line by June 15.

 2. Review product sales information to determine if it 
complies with internal reporting requirements.

 3. Communicate effectively, both verbally and in 
writing, to relate fi ndings, identify problems, and 
draft recommendations clearly and accurately.

 4. X Reduce by 10% the amount of time needed to 
process requisitions. 

 5. X Provide responses that fully satisfy customers’ 
requests for technical support assistance within 48 
hours of receipt.
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 6. X By March 15, develop a comprehensive training 
program where managers correctly learn 90% of the 
training content for how to conduct a panel inter-
view process that will be used to make staffi ng deci-
sions; by August 30, complete training and assess 
learning for all managerial staff. 

 7. Perform developmental activities of moderate scope 
and complexity to learn the proper application of 
regulations and procedures.

 8. Monitor the progress of business operations.

 9. X Prepare a written summary of what was observed 
during the ABC customer satisfaction focus group 
within one month of completion, including con-
clusions and recommendations for product 
improvement. 

10. Provide effective customer service, planning, and 
evaluating to include providing responsive, timely, 
and effective service to customers and ensuring that 
their needs are fully met. 

11. X Process purchase orders and reimbursements for 
travel expenses within one week of receipt. 

12. Collaborate with other team members to ensure 
fi scal and regulatory requirements are met. 



Chapter 8

Developing Behavioral 
Performance Standards

A popular trend for about the past twenty years has been for orga-
nizations to adopt competency models as a basis for their per-

formance management and other human resources systems.1 One 
advantage of competency models is that they communicate what is 
important to the organization’s leadership and drive performance in 
desired areas. For example, if an organizational goal is to improve 
customer service, then including a Customer Service competency not 
only communicates that this is a critical success factor but also focuses 
attention and rewards on this aspect of performance. Competency 
models usually include a comprehensive array of factors associated 
with success – technical, leadership, interpersonal, and personal.

While competency models have been enormously popular and 
adopted by many organizations, there has been debate and lack of 
clear defi nition about what a competency is:

• Ability factor?
• Skill factor?
• Knowledge factor?
• Personality factor?
• Performance factor?
• All of the above?

Here, competencies are defi ned as the knowledge, skills, abilities, 
and other personal characteristics that are most instrumental for 
achieving important job outcomes and contributing to organiza-
tional success.

153Performance Management: A New Approach for Driving Business Results   Elaine D. Pulakos
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Example:
Different Types of Competencies

• Action Oriented. Pursues work with energy, drive, and a strong 
accomplishment orientation.

• Adaptability. Works effectively and demonstrates fl exibility in 
dealing with tough situations involving change, ambiguity, and 
stress.

• Planning Work. Effi ciently develops and implements plans to 
accomplish goals.

• Building and Construction. Using materials, methods, and tools 
involved in the construction or repair of houses, buildings, or 
other structures.

• Human Resources. Applies principles and procedures for recruit-
ment, staffi ng, training, compensation, benefi ts, labor rela-
tions, and personnel information systems.

• Managing Systems and Processes. Effectively uses systems 
and processes to measure, monitor, manage, or impact 
performance.

• Customer Focus. Investigates and takes action to meet custom-
ers’ current and future needs.

• Building Team Spirit. Develops and maintains productive, effec-
tive, and high morale.

• Strategic Leadership. Creates a shared purpose, vision, or direc-
tion for the group or organization and inspires other to work 
toward it.

Many organizations have used fairly informal processes to develop 
their competencies, such as interviewing organizational leaders or 
convening focus groups to discuss important success factors, rather 
than using rigorous job analytic approaches such as those described 
in Chapter 6. If competency measures are used primarily for develop-
ment, using informal processes to develop them is unlikely to yield 
signifi cant negative consequences. However, if competency measures 
are used as the basis for human resources decisions, more formal 
and rigorous procedures for demonstrating their job-relevance are 
prudent to employ. A suggested approach for doing this is outlined 
following discussion of two important questions that fi rst need to be 
addressed:



Developing Behavioral Performance Standards 155

• How many competencies should be developed?
• Should highly job-specifi c or more generic performance standards 

be developed for different jobs?

How Many Competencies?

One advantage that competency models offer is that they provide a 
foundation for developing integrated human resources systems, such 
as staffi ng, training, promotion, succession planning, and perfor-
mance management systems. However, the number and specifi city 
of the competencies needed depend on their intended use, for 
example:

• To make entry-level staffi ng decisions, broad ability and personal-
ity competencies are typically developed and assessed, such as criti-
cal thinking, conscientiousness, and interpersonal skills

• If the purpose is staffi ng for a job that requires highly specialized 
skills, more specifi c technical competencies need to be identifi ed 
and measured

• For training and career development, competencies need to include 
more general capabilities (communication skills, planning skills) as 
well as specialized technical knowledge and skills

• For performance management purposes, higher-level competen-
cies are typically used that refl ect the major performance require-
ments of a job Organizations usually identify between fi ve and 12 
higher-level competencies that are linked to their strategic objec-
tives and critical success factors

While novice developers of performance management systems are 
sometimes tempted to include a large number of very specifi c com-
petencies in their systems, rating and providing feedback on a large 
number of competencies take a considerable amount of time. Systems 
that contain too many competencies are not viewed positively or as 
practical by managers with many direct reports to evaluate. In addi-
tion, the number of competencies selected for performance manage-
ment purposes is much less important than ensuring that those 
selected are well defi ned and refl ect the most critical aspects of 
the job.
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The challenge in developing competency models to serve multiple 
purposes concerns the need for job information that is both specifi c 
and general. A way to address this challenge is to create hierarchical 

Case Scenario:
Fewer Competencies Can be Better 

Although the number of competencies used for performance 
management is typically between fi ve and 12, an R&D orga-

nization decided to use only three – Technical Profi ciency, Busi-
ness Development, and Citizenship. The rationale was that they 
wanted the performance management system to be maximally 
effi cient and manageable so that both managers and employees 
would be highly motivated to use it. They also wanted very clear 
and crisp defi nitions of the most critical factors that really made 
a difference. They felt this could best be accomplished with a very 
small number of competencies that were precisely defi ned and 
refl ected the most essential performance requirements. Users 
reported high satisfaction with the performance management 
process and that it helped them focus on the most critical aspects 
of their jobs.

Example:
Lower Level Competencies for “Communicating with 

Others” Competency

• Speaking – Expresses information to individuals or groups 
taking into account the audience and the nature of the infor-
mation to be presented.

• Listening – Receives, attends to, interprets, understands, and 
responds to verbal messages or other cues, picking out and 
understanding important information.

• Persuasion/Infl uence – Persuasively presents thoughts and ideas, 
gaining commitment and ensuring support for proposed 
ideas.

• Developing Materials – Prepares documents that communicate 
information in an organized, logical, and coherent manner, 
with supporting information and examples.

• Writing Mechanics – Uses standard syntax and sentence struc-
ture, and correct spelling, punctuation, and grammar.
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competency models, where more detailed competencies are catego-
rized under more general competencies.2 Lower-level competencies 
that relate to the “Communicating with Others” competency appear 
in the example. The advantage of this approach is that more specifi c 
competencies are portrayed as interrelated instances of broader com-
petencies within the context of a job. This provides an organized, 
understandable foundation of detailed information that is needed for 
staffi ng and training of specialized competencies, while also provid-
ing higher-level competencies that are more practical for perfor-
mance management purposes.

How Customized Should Performance Standards Be?

For performance management purposes, experienced practitioners 
agree that competencies should be defi ned in terms of performance 
standards that help managers differentiate between employees who 
are performing more or less effectively than others. However, deci-
sions need to be made about how many different sets of performance 
standards should be developed and how customized these should be. 
There is no one best approach, as there are advantages and disadvan-
tages to different options. There are three key decisions that need to 
be made:

• How much customization for different jobs? – Will performance stan-
dards be developed that can be applied across all jobs or will they 
be customized to refl ect the specifi c content of individual jobs?

• How many effectiveness levels? – Within each competency, how 
many levels of performance effectiveness will be defi ned and what 
will these be (e.g., below expectations, meets expectations, exceeds 
expectations)?

• How many experience levels? – Will one set of performance stan-
dards be developed that applies across all experience levels or 
should separate standards be developed for different levels of work 
(e.g., entry-level, full performance, expert)?

How Much Customization for Different Jobs?

Sometimes fairly general performance standards are developed for 
each competency that can be used across all of the jobs within an 
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organization. In this scenario, technical aspects of the job are often 
handled by having a “Technical Profi ciency” competency, also defi ned 
in a general manner that is applicable across jobs.

Example:
Generically Defi ned Technical Profi ciency Competency

• Demonstrates and applies relevant knowledge and skills to 
perform work behaviors

• Stays up-to-date on developments relevant to own technical 
specialty

• Acquires, develops, and maintains relevant job skills through 
training or development

• Uses appropriate and available technology and/or tools to 
perform work behaviors

• Demonstrates an understanding of the organization’s mission, 
functions, and social, political, and technological systems

• Develops and maintains an awareness of external economic, 
political, or social trends affecting own work

An alternative to using common standards that apply across jobs 
is to customize the competencies to some degree to refl ect the specifi c 
requirements of individual jobs. Several examples of how this has 
been done appear below.

If common competencies and more general standards are used that 
apply across all jobs, a potential downside is that some organizational 
members may have diffi culty seeing their specifi c jobs in the stan-
dards, and they may react less favorably to these than more custom-
ized standards. As a result, managers may need to translate more 
generally written standards into more specifi c expectations for a 
given employee’s job. On the other hand, a practical advantage of 
using common standards across jobs is that the development time 
and resources are signifi cantly less than what is needed to develop 
customized competencies and performance standards for different 
jobs. Using common standards across jobs also results in communi-
cating more consistent expectations to organizational members, 
which can be important if one goal of the competency model is to 
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drive performance in certain strategic areas. The decision about how 
much to customize the competencies and performance standards 
depends on three things:

• The goals the organization is trying to achieve with its performance 
management system

• The resources available for developing and maintaining the 
system

• What will be viewed as acceptable and effective to organizational 
members

How Many Effectiveness Levels?

To anchor managers’ judgments of performance, it is important to 
defi ne standards for different levels of effectiveness within each 
competency.

Case Scenarios:
Different Options for 

Competency Customization 

• In an auditing organization, a common set of competency 
names was used across jobs, but three different sets of custom-
ized performance standards were used to defi ne different 
expectations for three different types of jobs – professional, 
administrative, and managerial.

• In an information technology organization, common perfor-
mance standards were used to defi ne a set of core competen-
cies (interpersonal effectiveness, teamwork, communication) 
that applied across all jobs. However, customized technical 
competencies and performance standards were developed for 
each specifi c job.

• In a Federal Government law enforcement organization, cus-
tomized competencies and performance standards were devel-
oped for each of 22 job families, including Special Agent, 
Human Resources, Information Technology, Engineering, Acqui-
sitions, Finance, Management, and others. 
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Obviously, performance standards could be defi ned for more or 
fewer effectiveness levels. Typically, at least two sets of performance 
standards, describing what it takes to “Meet” and “Exceed” expecta-
tions are defi ned. Sometimes, standards are also written for minimal 
or below expectations performance. It is rare, however, to see perfor-
mance standards written for more than three effectiveness levels. The 
reason is because any standards written need to clearly and unam-
biguously describe the performance expectations at each level of 
effectiveness. When one attempts to write standards for too many 
different effectiveness levels, the descriptions start melding together 
and it is diffi cult to see clear and unambiguous distinctions between 
them. When there are not clear distinctions between the standards 
for different effectiveness levels, managers have diffi culty systemati-
cally applying them as well as explaining to employees the rationale 
for one rating versus another. For this reason, it is recommended that 
performance standards be defi ned for no more than three effective-
ness levels.

If performance information will be used for decision-making, a 
numerical rating scale should be used in conjunction with the perfor-
mance standards. A fi ve- or seven-point scale is used most often 
because it provides a suffi cient number of rating points to differentiate 
between employees in terms of their performance. A rating scale of 
less than fi ve points does not usually provide adequate differentiation 
among employees, while a rating scale of more than seven points adds 
complexity without signifi cantly more differentiation. With a fi ve-
point scale, three ratings are commonly used, from 3 (meets expecta-
tions) to 5 (exceeds expectations). With a seven-point scale, four 
ratings are commonly used, from 4 (meets expectations) to 7 (exceeds 

Example:
Performance Effectiveness Levels 

• Signifi cantly Below Expectations
• Meets Minimal Expectations Only
• Meets Expectations Fully
• Exceeds Expectations
• Signifi cantly Exceeds Expectations 
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expectations). The choice of whether to use a fi ve- or seven-point scale 
is personal preference.

Those who prefer a fi ve-point scale say  .  .  .
• More than fi ve rating points is too many, and it’s not possible to 

make such fi ne-grained performance distinctions.
• They want to keep the performance management system as simple 

as possible, and a seven-point scale is overly complex.

Those who prefer a seven-point scale say  .  .  .
• The availability of seven rating points is important to spread out 

the ratings as much as possible, especially given managers’ tenden-
cies to use the higher rating points.

Irrespective of the number of rating scale points, the relationship 
between these and the performance standards needs to be clearly 
articulated so that raters can apply them in a uniform and fair manner. 
Ratings based on numerical scales can easily be averaged or summed 
across competencies to derive a summary score for decision-
making.

Case Scenario:
A Good Idea for Writing 
Effectiveness Standards 

An idea developed in a protective service organization was to 
create standards that focus only on what is different between 

the meets and exceeds expectations levels, rather than provide 
full descriptions of effectiveness at each level. These standards 
were coined “delta scales” because of their focus on what is dif-
ferent between the effectiveness levels. To receive an “Exceeds 
Expectations” rating, an employee needed to do everything 
described at the “Meets Expectations” level as well as the addi-
tional requirements defi ning the “Exceeds Expectations” level. 
Users reported high satisfaction using these standards. They found 
it helpful to have the differences between the effectiveness levels 
pinpointed rather than having to read through lengthy descrip-
tions and dig for the differences. 



162 How to Develop Solid Performance Measures

Example:
Five-Point and Seven-Point Scales with 

Defi ned Rating Points

5 =  Almost always 
performs like the 
“Exceeds Expecta-
tions” standards

4 =  Sometimes performs 
like the “Exceeds 
Expectations” 
standards and 
sometimes performs 
like the “Meets 
Expectations” 
standards

3 =   Almost always 
performs like the 
“Meets Expectations” 
standards

2 =  Sometimes performs 
like the “Meets 
Expectations” 
standards and 
sometimes performs 
like the “Below 
Expectations” 
standards

1 =  Almost always 
performs like the 
“Below Expectations” 
standards

7 =  Almost always performs like 
the “Exceeds Expectations” 
standards

6 =  Usually performs like the 
“Exceeds Expectations” 
standards but sometimes 
performs like the “Meets 
Expectations” standards

5 =  Usually performs like the 
“Meets Expectations” 
standards but sometimes 
performs like the “Exceeds 
Expectations” standards

4 =  Almost always performs like 
the “Meets Expectations” 
standards

3 =  Usually performs like the 
“Meets Expectations” 
standards but sometimes 
performs like the “Below 
Expectations” standards

2 =  Usually performs like the 
“Below Expectations” 
standards but sometimes 
performs like “Meets 
Expectations” standards

1 =  Almost always performs like 
the “Below Expectations” 
standards

How Many Job Levels?

While organizations can choose to defi ne more or less customized 
standards for different types of jobs, it is not recommended that the 
same standards be used for different job levels. Because employees at 
different job levels are paid differently, based on their knowledge, 
responsibility, and contributions, performance standards need to 
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refl ect the different levels of complexity, diffi culty, and independence 
that characterize these.

Example:
Job Levels 

• Entry-level employee. Requires supervision and guidance to 
learn work; performs simple, straightforward tasks.

• Full performance (or journeyman) level employee. Has acquired 
the full range of skills to perform moderately complex work 
independently.

• Expert employee. Has developed deep expertise through expe-
rience to perform the most complex and diffi cult assignments; 
provides technical guidance to others.

• Supervisor. Serves a formal fi rst-line supervisor of a team or 
unit.

• Manager. Serves a manager of multiple teams or units. 

Similar to the discussion above regarding defi nition of different 
effectiveness levels, standards for different job levels need to clearly 
and unambiguously describe the performance expectations at each 
level. For progression purposes, it is also important to clearly articu-
late how the performance expectations change as one moves through 
different job levels. Thus, the standards for different experience levels 
should focus on:

• Differences in the tasks and activities performed at different levels
• Differences in the complexity of the work at different levels
• Differences in the amount of supervision at different levels
• Any other concrete factor that describes how the work is changes 

at the different levels

The differences between job levels should not simply be about doing 
the same work more or less effectively. Finally, it is not suffi cient to 
say that work is “complex” at one level and “highly complex” at the 
next level, because everyone will have different interpretations of 
what this means. Rather, it is important to describe what makes the 
work more complex from one level to the next.

One caveat in writing standards for different job levels is that there 
may not be different expectations for each and every competency. 
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Certainly, there should be differences for many, if not most, of the 
competencies showing the higher level responsibilities that accom-
pany higher-level salaries and expectations at different job levels. 
However, for things like integrity, initiative and motivation, and 
security consciousness, the same high standards are usually expected, 
irrespective of the job level.

It is important to think through how many job levels should be 
defi ned. If one attempts to write behavioral standards for too many 
levels, the descriptions start overlapping and it is diffi cult to see clear 
distinctions between them. Many organizations have a large number 
of job levels, sometimes as many as 15 or more, where there are 
overlapping requirements and unclear distinctions between them. 
Not only are systems with this many levels diffi cult to manage effi -
ciently, but it is extremely diffi cult to articulate clear performance 
standards for this many levels, as well as multiple effectiveness levels 
within them. Prior to developing a new performance management 
system, it may be necessary to defi ne fewer job levels so that the per-
formance requirements for these levels are distinct and clear. Typi-
cally, anywhere from three job levels (entry-level, full performance, 
and manager) to a maximum of six levels (entry-level, full perfor-
mance, expert, team leader, supervisor, and manager) are defi ned.

Case Scenario:
Complexity Differences that Defi ne 

Different Experience Levels

In a technology development organization, planning activities 
were defi ned for three levels of experience along a complexity 

continuum:

• At level 1, employees assist in planning small, straightforward 
portions of projects under the supervision of a senior staff 
member.

• At level 2, employees independently plan small, straightfor-
ward projects where there are no requirements to coordinate 
with others.

• At level 3, employees independently plan large, complex projects 
that require coordinating with multiple other units or organiza-
tions; handling logistics that involve multiple facilities, people, and 
equipment; and managing million dollar-plus project budgets. 
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As a practical matter, careful consideration needs to be given to 
the implications of the decisions regarding the number of perfor-
mance standards to be developed. For example, if one chooses to 
defi ne six job levels with three performance effectiveness levels 
for 12 competencies that are customized for 20 separate jobs, over 
4,000 unique performance standards would need to be written. 
The resources and time it would take to accomplish this may be 
prohibitive, in which case it would be practical to use more general 
standards that can be applied across jobs. Performance standards that 
can be applied across jobs for three effectiveness levels and three 
experience levels are shown in the examples below.

Example:
Standards for Entry-Level: Planning Work Competency 

Below 
Expectations

Meets Expectations Exceeds Expectations 

Even with 
  guidance, 

fails to 
prioritize 
and plan 
own work in 
a manner 
that ensures 
timely 
completion 
of work and 
proper 
coordination 
of activities 
with others.

With guidance and 
  as directed, 

prioritizes, 
schedules, and 
plans own work 
activities to 
ensure tasks are 
completed in a 
timely manner. 

With guidance, 
  coordinates 

project activities 
with co-workers 
and work unit 
and keeps others 
informed of 
progress on 
tasks.

“Meets Expectations” 
plus does the 
following:

Takes initiative and 
  demonstrates skill 

in organizing and 
planning work, 
resulting in 
effi ciency and 
effectiveness far 
beyond what is 
ordinarily expected 
at this level.

Anticipates potential 
  issues or problems 

and takes action to 
prevent or mitigate 
their effects, 
resulting in an 
enhanced ability of 
the unit to 
accomplish its goals 
and objectives.
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Example:
Standards for Full Performance or Journeyman Level: 

Planning Work Competency

Below 
Expectations

Meets Expectations Exceeds Expectations

Fails to 
  prioritize 

work for self 
or others to 
ensure 
timely 
completion 
of projects 
and 
assignments. 

Does not 
  anticipate or 

take steps to 
mitigate 
obstacles 
that impact 
work 
schedule or 
delivery.

Independently 
  prioritizes, plans, 

organizes, and 
schedules own 
work activities to 
ensure 
assignments are 
completed in a 
timely manner.

Coordinates work 
  activities with 

co-workers and 
work unit; takes 
initiative to keep 
others informed 
of progress, 
problems, or 
changes.

Sees obvious 
  problems and 

makes 
recommendations 
to overcome 
them so that 
progress is not 
impeded.

“Meets 
Expectations” plus 
does the following:

Demonstrates a high 
  level of skill in 

complex planning 
to include 
coordination across 
organizational 
units, multiple 
facilities, and 
solving thorny 
logistical problems, 
resulting in 
contributions far 
beyond what is 
expected at this 
level.

Takes initiative to 
  help others plan 

efforts for the 
group to ensure 
goals are met.

Anticipates 
  important 

roadblocks and 
takes effective 
preemptive action 
to prevent them, 
ensuring progress 
on projects.
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Example:
Performance Standards for Manager Level: 

Planning Work Competency

Below 
Expectations

Meets Expectations Exceeds Expectations 

Fails to assign 
  priorities or 

ineffectively 
prioritizes 
work for 
the group 
to ensure 
multiple, 
competing 
work 
demands 
are 
addressed.

Does not 
  anticipate 

or develop 
strategies 
to address 
obstacles 
facing the 
group.

Effi ciently 
  prioritizes, plans, 

organizes, and 
schedules projects 
and assignments 
to accomplish unit 
objectives, even 
under tight 
deadlines or in 
the face of 
unexpected 
events or 
numerous 
competing 
priorities.

Effectively identifi es 
  and appropriately 

involves the right 
people in work 
activities, 
ensuring that 
they are well 
informed of 
progress, 
problems, and 
changes in work 
activities.

Anticipates 
  problems and 

roadblocks and 
effectively adjusts 
plans and 
schedules to 
overcome them, 
minimizing 
negative impact 
on the 
accomplishment 
of unit objectives.

“Meets 
Expectations” plus 
does the following:

Demonstrates the 
  highest levels of 

skill in prioritizing 
and overseeing the 
planning, 
organizing, and 
scheduling of 
numerous projects, 
resulting in 
maximum 
effi ciency, 
accomplishment of 
very signifi cant 
and diffi cult goals, 
and extremely 
high levels of 
productivity for 
the group.

Anticipates even 
  unique or subtle 

potential problems 
and roadblocks; 
proactively 
develops 
contingency plans 
to prevent or 
address potential 
problems; actively 
leverages lessons 
learned to help 
others avoid 
problems and 
thereby ensures 
effective progress 
and delivery of 
results.
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An Effi cient Approach to Developing Competencies 
and Performance Standards

Job analysis techniques, such as job observations, interviews, focus 
groups, and surveys are an effective means for identifying key com-
petencies. To demonstrate that a performance measure is job-rele-
vant or content valid, as discussed in Chapter 6, it is necessary to 
show that it assesses performance on work behaviors that are impor-
tant for performing the job. While there are several approaches for 
developing valid competency models,3 an effective and effi cient 
process for defi ning content valid competencies and performance 
standards consists of three steps:

• Step 1: Develop Competencies Defi ned by Important Work Behaviors
• Step 2: Validate Competencies
• Step 3: Develop and Validate Performance Standards

Step 1: Develop Competencies Defi ned by Important 
Work Behaviors

The fi rst step is to become familiar with the target job(s) by reviewing 
organizational and occupation-related documentation and talking 
with senior management for its perspective about the key competen-
cies that are required for success. In this fi rst step, decisions will need 
to be made about the general number of competencies to develop 
and whether common competencies and performance standards will 
be developed to apply to all jobs or be customized for different jobs. 
Decisions will also need to be made about how many experience 
levels and effectiveness levels to defi ne. For purposes of illustrating 
the approach, assume the decision has been made to develop:

• Eight competencies and performance standards that will be applied 
across all jobs

• Two levels of effectiveness (meets expectations and exceeds expec-
tation) for each of three experience levels (entry level, full perfor-
mance level, and fi rst-level manager).

Although these are the goals, the development and data collection 
processes discussed next will determine whether these goals are pos-
sible. For example, it may be that the exact same competencies and 
performance standards are not relevant (or valid) for all jobs.
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Based on information collected from the organization’s leadership 
and the review of job materials, a preliminary set of competencies is 
identifi ed and a general defi nition is written for each. Each compe-
tency is then further defi ned by approximately fi ve to eight work 
behaviors. Articulating how the competencies are manifested in 
observable work behaviors is important for establishing the job-rel-
evance of the model. While the number of work behaviors used to 
defi ne a competency can vary, fi ve to eight is recommended for this 
approach. Work behaviors are written at a higher level of generality 
than task statements so that they will apply across jobs rather than 
be highly job-specifi c. Also, performance standards will eventually be 
written refl ecting the content of each work behavior. If there are too 
many very specifi c behaviors defi ning a competency, it becomes dif-
fi cult to write performance standards that are straightforward and 
effi cient for managers to use. Having performance standards that are 
clear, uncomplicated, and easy to use is essential for gaining buy-in 
from users of the system. As a practical matter, it is much more 
important to cover the essential job content effi ciently and effectively 
than to have highly detailed, cumbersome, and complicated stan-
dards. Three sample work behaviors for the Planning Work compe-
tency are shown in the example.

Example:
Planning Work Competency and Related Work Behaviors 

Planning Work – develops plans and coordinates to complete 
work according to deadlines and schedules; deals with changing 
circumstances and makes adjustments to plans to avoid delays.

• Plans, prioritizes, and balances projects and/or assignments to 
accomplish work in a timely manner.

• Coordinates work with others and keeps them informed of 
progress and problems.

• Adjusts plans, goals, and priorities to address problems, road-
blocks, or changing situations. 

Once draft competencies and work behaviors are identifi ed, job 
experts (i.e., incumbents or supervisors) review and provide feedback 
on these in a focus group meeting. Job experts are asked to address 
the following questions:
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• Are the competencies comprehensive and correct for the job(s) in 
question?

• Are the work behaviors defi ning each competency complete and 
correct for the job(s) in question?

• What wording changes are revisions are needed to the competency 
defi nitions or work behaviors to make them maximally relevant for 
the job(s)?

Collectively, the job experts attending the focus group meeting should 
have suffi cient knowledge of all of the occupations under consider-
ation so that they can comment on the relevance of the competencies 
and work behaviors and revise them, if necessary. Participants should 
be selected to be representative in terms of occupation, location, race, 
gender, age (over 40), and any other factors that may yield differences 
in perceptions about the job requirements. Six to 10 participants are 
typically included in each focus group.

The number of focus groups needed depends on the size of the job 
incumbent pool and the number of factors that need to be repre-
sented (e.g., race, gender, different locations, shifts, etc.). For many 
jobs, two workshops with a total of 12–15 participants are suffi cient 
to review draft competency and work behavior lists. Obviously, if 
competencies and work behaviors are being developed to apply across 
jobs, workshops need to be conducted with job experts who can col-
lectively speak to all of the jobs. The end product of Step 1 is a set of 
competencies, each defi ned by approximately fi ve to eight work 
behaviors that have been reviewed and edited by job experts.

Step 2: Validate Competency Model

To validate the competencies and work behaviors, a survey of job 
experts is recommended where they are asked to rate the importance 
of the work behaviors for performing their jobs. Usually, job incum-
bents are surveyed, although supervisors of the target jobs can also 
participate in addition to or instead of job incumbents. For validation 
purposes, it is suffi cient to draw a representative sample of respon-
dents to complete the survey. However, to promote buy-in from the 
workforce, a better strategy is to allow any organizational member 
who will be covered by the system to complete a survey. This is espe-
cially important when a new system is threatening to employees or 
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will involve something new, such as pay tied to performance when 
this has not been the case in the past. Drawing a sample of respon-
dents is referred to as a sample-based survey. Allowing all affected 
organizational members to participate is called a census survey.

• Census surveys afford all 
affected organizational 
members an opportunity to 
weigh in on the perfor-
mance requirements that 
will be defi ned for their 
jobs

• Census surveys help ready 
organizational members for 
the new system and usually 
result in higher levels of par-
ticipation in developing the 
system

• Census surveys do not re-
quire that a representative 
sample is drawn and avoid 

complexities associated 
with sending surveys to 
only a selected group of 
respondents

• Census surveys avoid the 
need to address questions 
about why certain employ-
ees were selected and others 
were not

• If an automated survey 
is made available (recom-
mended), the costs and time 
associated with a census are 
about the same as they are 
for a sample-based survey 

Good to Know:
Advantages of a Census Survey versus a Sample Survey

The survey data provide a basis for demonstrating that the com-
petencies and work behaviors are job-related, thus addressing both 
professional and legal standards. The competencies and work behav-
iors are usually rated on a fi ve-point importance scale, ranging from 
extremely important (5) to minor importance (1). A response option 
is also provided for indicating that a work behavior is not relevant to 
the job. Work behaviors that receive an average rating across respon-
dents of “Important” (3.0) or greater are generally considered to be 
suffi ciently important to be retained. The idea is that it is not appro-
priate to hold employees accountable for or evaluate their perfor-
mance on a work behavior that is not an important job requirement. 
Another criterion that is sometimes used in conjunction with the 
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average importance rating is that not more than 25% of respondents 
report that a work behavior is Not Relevant for their jobs. In the 
example below, only the work behaviors are rated for importance and 
not the competency overall. This is because the competency is defi ned 
by the work behaviors. However, if desired, an importance rating of 
the competency itself can also be collected in the job analysis 
survey.

Example:
Job Analysis Survey 

Welcome

The purpose of this very important survey is to gather information 
that will be used to develop our new performance management 
system. Your participation in this effort is vital. It will ensure that 
the competencies contained in our new performance manage-
ment system are based on work behaviors that are important and 
relevant to your job. Therefore, we are asking you to rate the 
importance of the work behaviors defi ning each competency.

Rating the Importance of the Work Behaviors

There are eight competencies within this survey. Each competency 
is defi ned by a set of work behaviors that you will rate in terms 
of their importance to the work you personally perform. For each 
behavior, fi rst decide if it is important for effective performance 
on your job.

• If the behavior is not important for effective performance in 
your work, click on the button labeled “NR” for not relevant 
and move to the next item.

• If the behavior is important for effective performance in your 
job, click on the button that indicates its level of importance 
using the following scale.

1 = Minor Importance for effective performance of my job
2 = Some Importance for effective performance of my job
3 = Important for effective performance of my job
4 = Very Important for effective performance of my job
5 = Extremely Important for effective performance of my job
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Below is an example of how one person responded to a portion 
of the survey.

Use the scale on the right to 
indicate how important each 
of the work behaviors listed 
below is for effective 
performance in your job. To 
indicate your answer click on 
one of the buttons below.

Importance
NR = Not Relevant to Work
1 = Minor Importance
2 = Some Importance
3 = Important
4 = Very Important
5 = Extremely Important

NR 1 2 3 4 5

1.  Plans, prioritizes, and balances 
projects and/or assignments to 
accomplish work in a timely 
manner.

� � � � �

NR 1 2 3 4 5

2.  Coordinates work with others 
and keeps them informed of 
progress and problems.

� � � � �

Question 1:  The respondent clicked on “NR” to indicate that 
“Plans, prioritizes, and balances projects and/or 
assignments to accomplish work in a timely 
manner” is “Not Relevant” to the respondent’s 
work.

Question 2:  The respondent clicked on “4” to indicate that 
“Coordinates work with others and keeps them 
informed of progress and problems” is “Very 
Important” for effective performance of the 
respondent’s work.
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In situations where the competencies and work behaviors will be 
applied across jobs, it is important to analyze the data separately for 
the respondents within each job. Likewise, if standards will be written 
for different experience levels, it is also important to analyze the data 
separately for respondents who have these different levels of experi-
ence. This ensures that the competencies and work behaviors on 
which the performance standards will be based refl ect requirements 
that are important for each job and level of experience within that 
job. Sometimes, for example, a work behavior may only be important 
for employees with higher levels of experience but not at the entry 
level. Or, a work behavior may apply to only supervisors and manag-
ers but not non-supervisory employees. Likewise, although the work 
behaviors were designed to apply across jobs, some may not be 
important for certain jobs. If the work behaviors and competencies 
cannot be shown to be relevant and suffi ciently important for each 
job and each experience level within a job, then slightly different 
competency models and performance standards will need to be selec-
tively used based on the survey results. Under these circumstances, 
it may be necessary to remove an entire competency or perhaps one 
or two work behaviors defi ning a competency for some jobs or expe-
rience levels within those jobs.

An example will help to clarify how the survey data are used. 
Shown in the example are partial job analysis results for full perform-
ance employees in six different jobs. For a work behavior to be 
retained, we will use two criteria:

• The behavior must have an average importance rating of at least 
3.0 (“Important”)

• No more than 25% of respondents can report that the behavior is 
“Not Relevant” for their job

Using these criteria to interpret the data in the example below:

• One behavior is not valid for Support Jobs, Plans, prioritizes, and 
balances projects and/or assignments to accomplish work in a timely 
manner. This behavior will need to be excluded from the compe-
tency model and performance standards for this job.

• Because all three behaviors are not valid for Maintenance Jobs, the 
entire Planning Work competency will need to be excluded for 
these jobs.
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Step 3: Develop and Confi rm Appropriateness of 
Performance Standards

The development of standards to guide the performance ratings is an 
important component of a transparent, effective, and fair perfor-
mance management system. Performance standards need to be 
written that describe how important work behaviors are performed 
at different levels of effectiveness. For each work behavior, a standard 
is written describing the type of performance that would be consid-
ered meeting expectations, while a higher-level standard would be 
written describing the type of performance that would be considered 
exceeding expectations. Performance standards should be written to 
be decidedly results-oriented, thus reinforcing the importance of 
achieving important work outcomes. To incorporate a results focus, 
the performance standards should not simply describe desirable 
behaviors, but they should also describe the expected outcomes from 
these behaviors.

Case Scenario:
Results-Oriented Performance Standards 

At a technology development organization, the decision was 
made to develop results-oriented performance standards, 

whereby each work behavior would be defi ned in terms of the 
results expected from performing that behavior.

One of the work behaviors defi ning the “Collaboration with 
Others” competency was:

• “Develop positive, professional, and constructive relationships 
with team members.”

The results-oriented performance standard that was written for 
this behavior was:

• “Develop positive, professional, and constructive relationships 
with team members that promote cooperation and collabora-
tion, resulting in effi cient completion of team projects, reduced 
costs of performing work, and completion of work well before 
due dates.” 
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Typically, initial performance standards are written by Human 
Resources professionals. To refi ne the standards, workshops are con-
ducted with representative job experts, who review and comment on 
the standards and suggest additions, deletions, or revisions. Identifi -
cation of participants for these workshops needs to follow the same 
guidelines for representation discussed previously for reviewing the 
draft competencies and work behaviors.

To validate the standards, another set of workshops is held with 
job experts who did not participate in the fi rst set of workshops. 
Participants in these workshops are asked to make ratings regarding 
whether or not the standards comprehensively measure the impor-
tant work behaviors. Although the standards were specifi cally written 
to refl ect different levels of effectiveness in performing the work 
behaviors, it is possible that some aspects of the work behaviors may 
have been lost in developing the standards. Accordingly, these ratings 
help to ensure that the integrity of the work behaviors was retained, 
supporting the job-relevance of the performance standards and their 
use as a basis for making human resources decisions.

Workshop participants are also asked to rate the extent to which 
they feel that the standards accurately describe “Meets” and “Exceeds” 
performance expectations for the job and experience levels (entry, 
full-performance, and manager). Since this group of job experts is 
specifi cally asked to judge whether the standards appropriately refl ect 
the job requirements for different experience levels, supervisors are 
usually used because they have knowledge about how the perfor-
mance expectations change at different job levels.

Example:
Exercise to Finalize Performance Standards 

• Finalizing Competency-based Performance Standards
The purpose of this task is to ensure that the performance stan-
dards cover the critical work behaviors and are written to correctly 
refl ect the expectations at different experience and effectiveness 
levels. You will need to refer to a copy of the performance stan-
dards to complete the following two rating tasks.

Continued
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• Task 1: Link the Work Behaviors to the Performance 
Standards
• Read each work behavior and decide which competency’s 

performance standards (titles are across the top) best cover 
that behavior. Place an “X” in the cell that corresponds 
to the competency that you feel best covers the work 
behavior.

• If you encounter a work behavior that you do not feel is 
covered by any of the performance standards, place an “X” 
in the column labeled “Work Behavior Not Covered.”

Work Behavior

Performance 
Standards for:
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Plans, prioritizes, and balances projects 
and/or assignments to accomplish work in 
a timely manner.

Adjusts plans, goals, actions, and/or 
priorities to address problems, roadblocks, 
or changing situations.

Adjusts plans, goals, and priorities to 
address problems, roadblocks, or changing 
situations.
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• Task 2: Rate Appropriateness of Expectations for Experience 
and Effectiveness Levels
• Circle “Yes” or “No” to indicate whether you feel the per-

formance standards for each competency properly describe 
the expectations at the different experience and effective-
ness levels.

Planning 
Work 

Collaboration 
with Others

Communicating 
with Others

Do the 
standards 
appropriately 
refl ect the 
performance 
expected at 
the different 
experience 
levels?

Yes
No

Yes
No

Yes
No

Do the 
standards 
appropriately 
distinguish 
between 
Meets 
Expectations 
and Exceeds 
Expectations?

Yes
No

Yes
No

Yes
No

Different people use different criteria for how much agreement is 
needed among respondents on the preceding exercise to feel comfort-
able with the performance standards, ranging from a minimum of 
60% to a maximum of 90%. A reasonable level of agreement is 70%. 
That is, at least 70% of respondents should independently agree that 
each work behavior is covered by its intended performance stand-
ards. At least 70% of respondents should also agree that the standards 
accurately describe the performance expectations at the different 
effectiveness and experience levels.
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• If less than 70% agree that a behavior is covered by its target com-
petency, this indicates that there is probably redundancy or overlap 
between the standards for different competencies that might be 
better differentiated.

• If less than 70% agree that the standards properly describe the 
expected performance for the different experience and effectiveness 
levels, this should be further investigated to understand which stan-
dards are problematic and revisions should be made accordingly.

Weighting Competencies

Managers and employees frequently jump to the conclusion that 
competencies should be weighted in deriving an overall rating score. 
The rationale is that they feel different competencies are more impor-
tant to overall job success than others. For example, technically-ori-
ented competencies are viewed by some managers as more critical 
than softer skill competencies, like teamwork and communication. 
The job analysis data can be used to examine whether there are sig-
nifi cant differences in the importance of different competencies and 
thus if there is any justifi cation for weighting them differently. In 
most cases, the importance ratings of the competencies that are criti-
cal for a job tend to be similar and do not provide support for dif-
ferential weighting.

Some managers want to go even further than weighting the com-
petencies differently overall. They want to separately weight the 
competencies for each individual employee to refl ect what is most 
important for that employee’s specifi c work. For development pur-
poses, there is no problem if managers discuss competencies they feel 
are more or less important for a given employee. However, if perfor-
mance ratings will be used for decision-making, managers should not 
idiosyncratically weight competencies for each employee, as this 
would be akin to holding employees to different standards without 
justifi cation for doing so.

Contrary to what many intuitively think, the most compelling 
reason not to differentially weight competencies is that ratings based 
on weighted and unweighted competencies usually result in the same 
rank order of employees. If the ratings were used as a basis for deci-
sion-making, what this means is that the same decisions would be 
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made about whom to pay more or promote irrespective of whether 
or not the competencies were differentially weighted. However, so 
strong is the belief that weighting competencies will make a difference 
that it is often necessary to perform demonstration studies with real 
ratings to show that weighted and unweighted competency ratings 
yield the same rank order of employees.

As a practical matter, since managers sometimes feel strongly that 
competencies should be weighted and this, in fact, makes virtually 
no difference in the rank order of employees, one might ask – why 
not weight the competencies rather than argue the point? The answer 
is that weighting competencies can add signifi cant administrative 
burden and cost to a performance management system with no added 
value. The additional work results from the fact that different weight-
ing algorithms for different jobs (if not individuals) need to be sepa-
rately and accurately applied when overall rating scores are calculated. 
The bottom line is that the most effective and effi cient choice to make 
regarding differential weighting of competencies is not to.

Never  .  .  .  contrary to what 
most people think, apply-

ing different weights to 
competencies or performance 
rating factors results in the 
same rank order of employees 

as occurs when no weights are 
applied. Weighting only serves 
to increase administrative com-
plexity without producing any 
differences in end results. 

Good to Know:
When Is It a Good Idea to Weight Competencies? 

The Bottom Line

Unlike the challenges associated with developing individual objec-
tives, there are virtually no downsides to developing and using per-
formance standards, especially if done in a manner that meets 
professional standards for validation. Since the process described 
here provides predefi ned performance standards that apply across 
employees, there is no need for managers and employees to devote 
time or effort to developing standards for each employee’s job. The 
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performance standards are easy for managers to use and helpful to 
employees in understanding their performance requirements. Finally, 
if written to communicate not only desirable behaviors but the 
expected results of these behaviors, performance standards also drive 
employees to focus on achieving important results that contribute to 
higher-level goals.



Chapter 9

Conclusion

Throughout this book, the focus has been providing practical 
advice for implementing performance management best prac-

tices – and specifi cally on what it really takes to implement these 
effectively. The goal was to help readers make informed design and 
implementation decisions, resulting in performance management 
processes that are a good fi t for the organization and work well. To 
briefl y summarize, there are six key take-away points:

• The performance management system must be designed to be con-
gruent with the organization’s specifi c performance management 
goals.

• Any performance management system needs to be aligned with and 
support the organization’s direction, goals, and critical success 
factors.

• Successful performance management can be instrumental in driving 
important outcomes and results, if it is taken advantage of and used 
properly.

• The culture for performance management in the organization and 
the appetite of leaders, managers, and staff to engage in perfor-
mance management activities must be taken into account when 
making decisions about the complexity of the system, time it 
requires, and demands it makes. A Volkswagen that helps you get 
around provides more value than a Mercedes that is never 
driven.
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• Well-developed, effi cient tools and processes are essential to 
make performance management systems user-friendly and 
well-received.

• You get out of performance management what you put in. The 
best-developed tools and processes make no difference if users do 
not believe in the value of performance management and use it as 
the most important tool they have available to help them get work 
done.
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