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and Keep People
&

In the last decade, understanding of organizational performance has 
evolved significantly. This increased focus on employee engagement and 
experience has led employers and managers to look at performance from 
a more qualitative standpoint.

After much debate and demonstration, traditional performance 
management systems – which typically include annual appraisals and 
performance ratings – have been rendered both obsolete and ineffective. 
In fact, companies like Deloitte, Accenture, Adobe and GE have been 
doing away with annual performance reviews because they’re expensive, 
retrospective, dehumanizing, and seldom in alignment with the 
organization’s goals.

Consider this: if Yankees’ manager Casey Stengel had reserved giving 
players feedback until the end of the season, they wouldn’t have won 
five World Series championships. Stengel’s strength as a team manager 
was his ability to put players in positions where they were likely to excel. 
Like Stengel, great managers in the business world are those who give 
their teams the best shot at winning every day. An effective performance 
management system can help make that goal a reality.

If you’re thinking about revamping your performance management 
system, here are a few tips to help guide the process...
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TIP #1
Take stock of the 
current system

What specific aspects of your current performance 
management system make it unsuitable for your 
business? That’s the first question you’ll need 
to answer before you can transform how your 
organization conducts appraisals or measures 
performance. Employees today are looking
for on-the-job learning, purpose, and growth 
opportunities. And when you take into account that 
they’re spending at least half their waking hours at 
work, it’s really not too much to expect.

Before implementing any changes, however, 
consider conducting a performance management 
audit. Review your current system to see if it 
supports clear goal setting, candid communications,
and constructive coaching. Identify and address any 
areas that obstruct ongoing conversations about 
performance.

The practice of assigning quantitative merit ratings 
as indicators of performance can be traced back to 
the U.S. Military during World War I. The military’s
aim was to separate top performers from poor 
performers, ultimately identifying potential officers, 
those who would be transferred, and those who 
would be discharged. By the time World War II 
was underway, 60 percent of American companies 
were using some sort of merit-rating system. These 
systems were built on the assumption that people 
lacked the motivation to do their jobs and needed 
to be encouraged through incentives or disciplined 
through punishment. Over the years, organizations
have devised policies and practices used to
incentivize or penalize employees. Studies in the
interim, however, have found that the relationship
between performance and motivation is much
more complex

Is our performance 
measurement framework 
relevant to/adequate for all 
roles across the organization?

How accurate and reliable is 
our performance data? How is 
it collected? Is there scope for 
bias in the process?

What support systems are in 
place to help our managers 
and employees through the 
process? In case of a dispute, 
what recourse can each seek, 
and how?

How is our feedback being 
used to effectively improve 
performance?

Does our performance rating 
system help identify future 
leaders?

Here are some other questions 
you should ask:
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TIP #2
Understand intrinsic and extrinsic motivation
Tim Judge and his colleagues analyzed 120 years’ 
worth of research and found that pay incentives 
may not necessarily lead to improved performance. 
They learned that even employees who admitted 
to being motivated by money said that money 
alone wasn’t a strong enough driver for them to do 
better. Judge and his team also discovered a weak 
correlation between pay hikes and job satisfaction.

Based on this evidence, clearly a pay hike won’t 
automatically improve performance. But why?

The answer lies in understanding why people do the 
things they do. For instance, an employee’s ability 
to perform well on one task compared to another, 
or perform the same task better on certain days, 
depends partly on how motivated they feel to do 
it. Organizations would benefit from spending time 
figuring out what drives their employees.

Psychologists and behavioral specialists have 
identified two types of motivation: intrinsic 
motivation and extrinsic motivation. Intrinsic 
motivation is when you feel driven to do something 
because you enjoy doing it, or it’s personally 
satisfying in some way. Extrinsic motivation is when 
you’re working for a reward or to avoid punitive 
action. The book Introduction to Psychology: 
Gateways to Mind and Behavior with Concept 
Maps says “intrinsic motivation occurs when we act 
without any obvious external rewards. We simply 
enjoy an activity or see it as an opportunity to 
explore, learn, and actualize our potentials.”

Psychologists also report that when an 
individual finds a task intrinsically motivating, 
offering that person external rewards, such as 
more money, can make the job less rewarding 
due to “over justification.” So if the objective of 
your performance appraisal is to decide who 
gets a pay raise, you might need to rethink your 
entire appraisal strategy. In effect, organizations 
should look beyond external rewards (monetary, 
or otherwise) and shift the focus to tapping into 
an employee’s intrinsic motivation to improve 
performance.

https://www.talentquest.com/


TIP #3
Set goals early on
When employees perform at their best, an
organization is more likely to achieve its 
objectives. Goal setting ensures that employees 
know what they’re working towards. 
When done correctly, this method aligns 
individual goals with organizational goals and 
facilitates employee engagement. The result? 
Performance management becomes a win-win 
proposition for both parties.

Three things to consider when designing these
types of goals:

1. Are they being set objectively and 
communicated clearly?

2. Are they in line with the nature of the job 
role or function?

3. Are they designed to help achieve larger 
organizational goals?

Clearly defined goals establish the objective’s
“what,” “how,” and “by when” for each 
individual employee. Setting SMART goals is a 
popular framework that has been effective for 
many organizations, where...

S = Specific
M = Measurable
A = Attainable
R = Result-oriented
T = Time-bound

For example, “Develop an inbound marketing
strategy (how) to increase website visits by 
240% (what) by the end of Q4 (when)” is 
a SMART goal. Of course, you will need to 
evaluate your goal’s attainability in the context 
of your business. Managers and employees 
can determine what is possible based on past 
trends relevant to your business and industry 
as well as expectations for the future. When 
goals are attainable and easy to visualize, 
employees will be encouraged to achieve them. 
Ensuring that they’re measurable will allow you 
to measure progress and provide continuous 
feedback. And by automating your goal-setting 
process, managers and employees will be able 
to document, track, and communicate with 
ease. You’ll also save precious hours, eliminate 
scope for miscommunication, and ensure that 
everyone is on the same page. 

Learn more about...
TalentQuest’s goal 

setting mobule!
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TIP #4
Keep the conversation going 
throughout the year

When managers and employees engage in 
continuous dialogue about pre-determined goals, 

they keep the finish line in sight.

When the objective of performance appraisals 
is to guide employees towards organizational 
goals through improved performance, 
continuous feedback is critical. In most 
companies, managers and employees are 
accustomed to having performance-related 
conversations annually. Not only do many 
employees find these once-a-year appraisals 
demotivating, but managers often miss the 
opportunity to address any preemptive actions 
that could benefit the organization.

During these conversations, managers typically 
hand out a retrospective report rather than 
actionable feedback. As a result,
employees can feel frustrated because it’s 
impossible to undo their actions (or the lack 
of them) after the fact. This approach is more 
likely to make employees unreceptive or put
them on the defensive, defeating the purpose 
of feedback.

Instead, when managers and employees 
engage in continuous dialogue about pre-
determined goals, they keep the finish line in 
sight. Employees are encouraged to bring up 
any concerns as they arise. And managers are 
trained to provide both formal and informal
feedback to help employees connect with the
core competency expectations of their roles
and the way they support the larger mission
of the organization. Another benefit of this
information is how it can be used to fuel 
individual professional development through 
motivation and appreciation.

This style of feedback also satisfies employees’ 
desires for continuous learning. Because new 
age, “always on” digital learning environments 
allow organizations to easily identify learning 
and skill gaps, the need for ongoing evaluation 
and periodic assessment will continue to gain 
greater significance.

Learn more about...
TalentQuest’s 
TQConnect!
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TIP #5
Work to make every day a great day!

Recent research by business psychologists and the Bank Workers 
Charity (BWC) in the United Kingdom studied 1,500 adults to 
understand what a “good day at work” means to different 
people. Their report categorized employees into four “buckets”:

Task-focused employees who have a ‘get-in-
get-out’ mindset.

Trailblazer employees who feel valued at 
their workplace and are driven by a sense of 
purpose at work.

Corporate Citizens who are focused on 
meeting business demands and feel 
discouraged when faced with obstacles.

Sustainably engaged employees who enjoy 
feeling like they’re making a difference and 
value good relationships at the workplace.

Organizations that succeed at understanding their employees find it 
easier to create a “good day” blueprint. In the same vein, employees 
need to learn how to nurture positive work expectations. For 
example, teams that strive to be creative and innovative welcome 
respectful disagreement. Employees who expect everyone to agree 
with their ideas or opinions will hinder the fostering of a culture of 
change. Any disagreement will be seen as a negative experience 
rather than an exercise in brainstorming. 

Studies confirm that happy employees are more productive. They’re 
also loyal, more open to collaboration, keen to take up creative 
challenges, and make better leaders. Because on-the-job happiness 
has a direct impact on workplace performance, why not try these 
simple ways to encourage your employees as they walk through the 
door every morning:

1. Hire people who have an optimistic outlook.
2. Nurture a sense of community among employees.
3. Break the routine every once in a while.
4. Foster an environment of empathy.
5. Encourage employees to have personal career goals.
6. Redefine failures as learning opportunities.
7. Influence positive change in society through giving back.
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TIP #6
Turn managers into coaches

Managers can have the most influence and impact on employee engagement, but only twenty-
five percent of employees agree that their managers provide useful feedback. In today’s business 
environment, employees need managers to act more like coaches than bosses.

Historically, bosses have been seen as disciplinarians, particularly when an employee fails or performs 
poorly on a given task. Coaching takes the opposite approach. Coaches look for ways to motivate, 
encourage, and support team members when they are unable to perform as well as they normally 
do. A coach views poor performance as an opportunity to enhance learning.

It’s not surprising then that employees who receive consistent feedback are at least three times 
more engaged than those who aren’t evaluated as often. On the flip side, however, the truth is that 
managers are often strapped for time, the right tools and/or knowledge to coach their employees. 
In fact, researchers who analyzed 900 coaching conversations found that many managers do not 
understand how to coach effectively. Based on their experiment and other recommended best 
practices, they composed a list of skills that coaches should develop: 

Applying this coaching model to performance management 
can greatly improve employees’ productivity and overall 
organizational engagement. And if a manager is unable to help 
an employee learn or improve in a given area because it’s not 
one of their particular strengths, the manager can connect the 
employee with another manager or employee who is better 
poised to do so. This approach underscores that the priority is 
the learning, not the instructor. 

Active listening

Open-ended 
questioning

Delivering feedback
Assisting with goal 

setting

Showing empathy

Letting the 
employee arrive at 
their own solution

Recognizing 
and pointing out 

strengths

Encouraging a 
solutions-focused 

approach
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TIP #7
Give your people 
some purpose

What is purpose?
Purpose is the reason behind every action, with every 
action being performed with the intent of achieving a 
specific outcome. Simply put, it’s the “why” behind the 
“what.”

Communicating the purpose of a goal, project or request 
to your employees is one of the most effective methods of 
driving performance. The human brain is wired to question 
things. By providing clear understanding on the front 
end, you mitigate the possibility that your employees will 
question the importance or relevance of their work.

To demonstrate, let’s say Tim isn’t feeling great today. He’s been 
working at your organization for nearly two and a half years now. 
He’s been through two (painful) annual appraisal cycles. He wakes up 
wondering why he needs to go to work today, may be even why he 
needs to work at all?

These thoughts can escalate quickly, you see. 

In that moment, do you want Tim to remember that he’s a valuable 
member of the team, and that the work he’s doing is important? 
You know that he’s an integral part of building a product that solves 
critical business problems for your client. Does he?

Giving employees like Tim a sense of the big picture, in the context 
of your organization, nurtures belonging and spurs performance. 
Understanding their purpose empowers employees to comprehend 
the implications of their actions. 
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TIP #8
Uncouple performance 
reviews and compensation

Performance management systems that use 
the carrot-or-stick approach are ineffective 
for lots of reasons. Employees who fear being 
reprimanded will tend to go on the defensive 
and blame others for the failure of the team. 
This method also underpins hierarchy, leads to 
unhealthy competition, and corrupts employee 
motivation. And because different job roles have 
varying levels of challenges, this approach can be 
perceived as demoralizing.

But is it realistic to separate performance and 
compensation? Yes. Although it may seem like 
an uphill task due to the ingrained belief that 
the best way to drive performance is by offering 
monetary rewards. In recent years, many 
organizations have experimented with separating 
the two, or at least reducing dependency of one 
on the other.

One approach that some companies 
like TalentQuest have adopted is to hold 
performance-focused conversations on a 
quarterly basis, building up to the annual 
review. This allows both employees and 
managers to do their best to stay on track 
throughout the year, resulting in fewer 
surprises at year-end. In this case the annual 
review does address compensation decisions, 
while the quarterly conversations focus more 
on continuous learning and development.

Another approach some companies are 
examining is using a panel of managers – rather 
than a single manager – to assess individual 
performance. The advantage of this approach is 
that reviews are calibrated and less susceptible 
to bias, ensuring that compensation decisions 
are more accurate and fair.

Recap
An effective performance management system can 
make a big difference in your organization’s growth 
story. It can also help reinforce your organization’s 
values and culture by facilitating success through 
strategic effort. Focus on designing your system with 
the fundamental objective of activating individual 
development in tandem with achieving organizational 
success.

As the business workplace continues to evolve, 
organizations that can create positive experiences for 
their employees and tap into their discretionary energy 
are more likely to come out on top. 

Tips to get work done and keep 
people happy: 

1. Take stock of the current system.
2. Understand intrinsic and 

extrinsic motivation.
3. Set SMART goals early on.
4. Keep the conversation going 

throughout the year.
5. Work to make every day a great 

day.
6. Turn managers into coaches.
7. Give your people some purpose.
8. Uncouple performance and 

compensation.
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About TalentQuest
TalentQuest helps clients unleash the power of their people. Fueled by behavioral science, our 
innovative Talent Management and Learning software enables organizations to shift from a one-size-
fits-all to an individualized approach to selecting, managing, developing, and retaining people.   

Finally, a Talent Management and Learning solution that understands people. 

: +1 (833) 523-1171   : lets-talk@talentquest.com  
: www.talentquest.com
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