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In this conversation

• Engage your thinking about the purpose and value 
of performance ratings in your organization.

• Think about challenges in removing performance 
ratings from annual reviews.

• Consider some alternatives to traditional rating 
systems.



What is Performance Management?

• Performance Management is an ongoing process 
of communication between a supervisor and an 
employee that occurs throughout the year in 
support of accomplishing the strategic objectives of 
the organization.

• Performance Review – a series of events 
associated with performance management 
processes – typically including an overall rating of 
overall, individual performance.



Why Performance Management?

Rewards
• Pay for performance

• Address poor 
performance

Alignment
• Communicate goals

• Prioritize work

Feedback

• Improve performance

• Support learning and 
development

• Grow careers and 
engagement



Performance management is taking heat

“Don’t Redesign your Company’s Performance Appraisal System: Scrap It”  
Fred Nickols, 1997

“Performance Management is Stupid”  Al Adamson, 2015

“The Real Reason Employees Hate Performance Reviews” Cynthia Kong, 
2016

“How Performance Management Is Killing Performance – and What to 
Do About It” M. Tamra Chandler, 2016



In fact, some are getting rid of ratings

Companies that have eliminated 
traditional, annual performance 
ratings:

• Accenture

• Advent

• Cargill

• ConAgra

• Expedia

• Deloitte

• FedEx

• Microsoft

• NetFlix

• New Your Life

• Starbucks

• REI

• Zappos

28

15
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51

Removing Ratings (n=99 companies)

Considering Plan to remove Already remove Not removing

Source:  “The Real Impact of Leading Performance Ratings: Insights from Managers and 
Employees” CEB Global: CEBGlobal.com



Top 10 reasons for PM’s (and rating’s) bad wrap

1. It’s not scientifically grounded 

2. It does not motivate employees – in fact it demotivates

3. It emphasizes the negative 

4. It focuses on the individual, not team or organization 

5. It’s based on a mechanistic view of people 

6. It’s influenced by bias and politics

7. It fosters competition – not collaboration 

8. It does not lead to work improvement 

9. It takes the place of career and development discussions

10. It takes time away from getting work done



Performance management – the balance

1. It’s not scientifically grounded – Decades of research prove otherwise.

2. It demotivates employees – It can AND lack of feedback also demotivates.

3. It emphasizes the negative – This depends on nature of conversation.

4. It focuses on the individual, not team or organization – Teams can assess 
and be assessed on performance.

5. It’s based on a mechanistic view of people – People do behave in 
predictable ways.

6. It’s influenced by bias and politics – Yes, potentially and it can also ID bias.

7. It fosters competition – not collaboration – Competition is a reality of life.

8. It does not lead to work improvement – It can when done well.

9. It takes the place of career and development discussions – That’s another 
and different conversation.

10. It takes time away from getting work done – Yes, it is an investment of 
time and resources – it must have an ROI.

*Adapted from “How Performance Management is Killing 
Performance- and What to Do About It by M. Tamra Chandler



Is it really performance management?

“People don’t hate performance management, they 
hate lousy performance management.”

- Steve Hunt, Senior Vice President, Customer Value SAP/SuccessFactors

Author of “Common Sense Talent Management” 



What do people want? 
Good performance management

Consider these six of the Gallup Q12 engagement questions:

1. Do I know what is expected of me at work? 

4. In the last seven days, have I received recognition or praise for doing good 
work? 

5. Does my supervisor, or someone at work, seem to care about me as a person? 

6. Is there someone at work who encourages my development? 

8. Are my co-workers committed to doing quality work? 

11. In the last six months, has someone at work talked to me about my progress? 

Performance management has the opportunity to directly impact these critical 
needs consistently rated as most impactful by employees.



Major trends in performance management



Moving performance management forward:

Moving from:

• Annual “check-the-box”

• Traditional ratings and 
comparisons

• Underserving career and 
development

• Focused on the employee as the
variable in performance

• Competencies used for 
performance

Moving to:

• Ongoing dynamic feedback

• Moving away from an all-purpose, one-time-
per-year rating

• Integrating or separating career and 
development conversation

• Understanding performance as a product of 
manager, employee, and job interaction

• Competencies used for development



Challenges in removing ratings

• Fundamental assumptions 
about the purpose and 
value of ratings

• Architecture of Talent 
Management systems and 
processes

• Potential negative 
consequences of 
removing ratings



Challenge 1: Fundamental assumptions

• People perform at different levels 
at work.

• People who perform at higher 
levels should be rewarded 
differently – with pay, promotions 
and/or recognition. 

• Our ability to attract and retain 
high performing employees 
depends on our ability to 
differentiate performance and 
reward performance.



Challenge 2: Talent Management Architecture

Calibration

HRIS Data via Data File
Recruiting

Goal 
Management

Performance 
Management

Compensation

Development 
Plan

Succession

LMS

360

Stack 
Ranker

Employee 
Profile/ECEmployee 

Profile

Competencies

Indicates typical data flow with rating data



Challenge 3: Potential down sides

Major findings comparing employee attitudes of 
companies with and without performance ratings:

• Employees without ratings are less engaged.

• Managers don’t spend more time in performance 
conversations.

• Perceptions of quality of performance 
conversations lower – especially high performers.

• Perceptions of merit pay increases less clear.

CEB Global Report: “The Real Impact of Eliminating Performance Ratings: Insights from Employees and Managers,” 2016. Information
available at CEBGlobal.com. Original source: CEB 2016 Pay for Performance Employee Survey (n=9868, global sample).



Innovations in performance ratings

• Change the focus of 
performance management 
to people development.

• Move performance rating 
to compensation process.

• Change what is being 
rated in performance 
management.



Realigning ratings for development – not comparison



Moving ratings to compensation only

• Remove manager ratings from 
performance review process

• Managers ratings of 
performance reviewed in 
calibration

• Finalized ratings used in 
compensation worksheet to 
determine merit increase

• Increase – not performance 
rating - shared with employee



Changing what is being evaluated

What if the focus of performance management was the quality of the 
manager-employee relationship?

Employee questions:

 I have met with my manager on a weekly 
basis.

 I have consistently high-quality 
conversations with my manager.

 My manager has been supportive of my 
career and professional development.

 My manager has given me direct 
feedback on my performance goals at 
least quarterly.

 My manager has consistently 
demonstrated our values.

 My manager and I have an effective 
relationship.

Manager questions:

 I have met with my employee on a weekly 
basis.

 I have consistently high-quality 
conversations with my employee.

 My employee has pursued his or her 
career and professional development 

opportunities.

 My employee has been open and 
receptive to feedback on his/or her 
performance goals at least quarterly.

 My employee has consistently 
demonstrated our values.

 My employee and I have an effective 
relationship.



Big take-aways…

• Nope… there is no “right” answer.

• Dropping ratings alone will not fix performance 
management – it could make things worse.

• Let’s focus in on what matters – employees getting 
the feedback and support they need.

• If your system is not working – disruption is 
essential – harness the debate -- outside of HR!

• And as always – change management and training 
will always be essential to success.



Next steps…

• Get the right people in the conversation

• Review current state systematically 

• Identify business case, outcomes, behaviors and 
metrics

• Put your HRIS/Talent Management vendor on the 
spot

• If you remove ratings – consider consequences 
carefully



Thank You!

Questions or Comments
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