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THE BRAINS  
BEHIND THIS PAPER

• The participants of our one-day  
discussion were seasoned HR 
pros with deep experience in talent 
and performance management 
who represented a diverse group 
of industries and company size. 

• Attendees came from: Zappos,  
The Coca-Cola Company,  
Interface, Porsche, Avanade, and 
Providence Health & Services, 
among others.

• A list of contributors is on page 8.

TThere’s never been a better time for business leaders to debate 
the best way to manage employees’ performance. 

Here’s why: we’ve examined the increasing role of human capital in 
driving companies’ value and have drawn an old conclusion using 
new data. The old conclusion? People really are companies’ great-
est assets. The new data to prove it? Market value is now driven 
primarily by intellectual capital — e.g., brands, patents, customer 
relationships, global reach — the only source of which is people. 

But it wasn’t always this way. Consider the historical trends in the 
delta between book value and market value. In the 80’s, you’ll find 
that they’re nearly the same. Arco, DuPont, Amoco and IBM led 
the market with heavy manufacturing and refineries, and company 
value was profoundly dependent on physical assets.  

The new millennium brought with it an emerging driver that  
widened the gap between book value and market value — human 
capital. Consider market leaders now: Apple, Google, Amazon, 
Facebook, and GE, to name a few.

Because of the prominent role that human capital plays now,  
organizations are beginning to recognize that leveraging key 
human resources can drive competitive advantage.  Because of 
this realization, performance management is key to companies’ 
planning for, and achieving, a superior position in their field.

Because there’s no better time to talk about performance  
management, companies are doing just that, right now. 

Recently, Talent Growth Advisors partnered with Chick-fil-A  
to host a one-day discussion among select senior HR leaders  
on the topic of Fails to Meet Expectations: Improving the  
Performance of Performance Management. The group  
covered a lot of ground — from best practices to lessons learned, 
pilot programs and performance priorities. In addition, guest 
speakers shared insights about the neuroscience of performance 
management and legal considerations for making radical  
changes to established processes.

http://www.talentgrowthadvisors.com
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SO HOW’S IT GOING?

Prior to the session, the HR leaders turned the tables and reviewed the performance of performance management.  
They were asked to score, in general terms, how well — and to what degree — “performance management” meets its 
purported objectives.

The results pointed to collective pain points and shortfalls including intensive paperwork, annual spike in workload  
for already-busy managers, perceived lack of fairness and trust in ratings, and ensuing negative ripple effects on  
compensation and the identification of key successors.

This report card drove a good deal of the day’s discussion and debates. 

As is evident, the overall results are uninspiring.  Of the ten performance management objectives rated, nearly half of 
them garnered a “Fails to Meet” rating. The tepid scores leveled against performance management across the range 
of objectives seemed to symbolize a typical measurement shortfall — if there are too may objectives, they all become 

http://www.talentgrowthadvisors.com
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diluted, and thereby, meaningless. Organizations — and processes —  
can channel energy into a few goals, but once attention is spread 
across five or six or more, the focus is weakened, and few are 
reached. The survey showed that “performance management” 
might adequately achieve only a few objectives.

A few findings felt paradoxical. For example, most participants  
reported skepticism about both the degree of consistency in the 
way leaders applied ratings and how accurately performance man-
agement processes identified the range of employee performance. 
However, despite this skepticism, most respondents believe that 
it also provides adequate defense for legal challenges and that it 
accurately identifies high potential talent.

Given the skepticism of accuracy and simultaneous trust in both 
hi-po identification and legal defense capabilities, one must  
conclude that most of the survey respondents believe it’s meeting 
the most basic — and minimal — requirements. Or they’re resigned 
to the fact that “it’s the best we have” to get the bare bones done.

All that said, this group of senior leaders are not interested in 
bare bones or just getting by. They see the intended goals of 
performance management to be far more important than legal 

defense, ratings consistency, and talent 
identification. In their place, three primary 
outcomes — the most important priorities 
for performance management — topped 
the list. They are:

• To raise the performance of  
employees in the organization. 

• To ensure individual employees  
support the achievement of the 
organization’s annual goals.  

• To ensure managers have regular 
coaching/feedback discussions  
with their direct reports.

While most rated the current state 
against these goals as fair to middling, 
most felt positive about how the general 
process of “performance management” 
raises employee performance. So,  
perhaps not all is lost. 

http://www.talentgrowthadvisors.com
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WHAT DO WE  
DO NOW?

Given the critical connection between 
performance management and competi-
tive advantage and in light of the level of 
dissatisfaction in traditional performance 
management approaches, it’s no wonder 
that companies are exploring sometimes 
radical changes. 

In a 2014 Deloitte study, only 12%  
of respondents reported that they  
had no plans to review performance  
management at their organizations.  
A combined 86% had either reviewed 
and updated their performance  
management programs recently, were 
currently reviewing them, or had plans 
to review them in the next 18 months.  

So what’s new in the world of perfor-
mance management? The changes 
range from mild to radical. Big name 
companies like Adobe and Accenture 
have abolished annual performance 
reviews. Microsoft, Accenture and GE 
eliminated employee ranking systems.  
Others took different paths, replacing  
numerical ratings with adjectives  
instead. Companies represented at  
our Talent Talk discussion were also  
in different phases of overhaul, but no  
one planned to support the status quo.

One learning from reviewing the litera-
ture on performance trends: the most 
radical changes that have taken place  
in well-known companies have garnered 
a great deal of media spotlight, giving 
the impression that dramatic changes 
are more commonplace than they,  
in reality, are. 

A CLOSER LOOK INTO 
PERFORMANCE MANAGEMENT 
EVOLUTION

After discussing the range of changes companies are making, the 
Think Tank participants also took a deep dive, led by Omar Pradhan  
of the NeuroLeadership Institute, into their research showing that 
traditional employee performance management practices that 
reduce an individual’s annual performance to a single variable  
are flawed. Their consulting efforts are grounded in the context  
of neuroscience research and show that traditional annual goal- 
setting efforts and performance reviews impede the outcomes the 
processes intend to improve.

The NeuroLeadership Institute approach emphasizes the impor-
tance of migrating from a “fixed mindset” to a “growth mindset.” 
While accompanied by depth and detail, their research generally 
suggests that a fixed mindset — the idea that a person is born  
with a fixed quantity of leadership ability/IQ/intelligence — may 
limit the growth an employee envisions possible for themselves 
and others, while a growth mindset — the idea that one can foster 
his/her own abilities — has a positive effect. The consulting firm 
cautions that, while many companies have simplified paperwork 
and some eliminated it, structure and process doesn’t go away. 
The firm reinforces the importance of the appropriate mindset, 
philosophy, communicating expectations, giving managers tools 
and conversation guides, defining goals around check-ins, and 
providing the right amount of feedback without it feeling threatening 
to the recipient. 

ALIGNMENT IS CRITICAL

When a radical change to performance management is done 
well — with adequate resources, focus, tools, training, and culture 
change — it can be successful and can have positive adjacent 
outcomes among processes like talent acquisition, compensation, 
engagement and talent review.  However, because performance 
management serves as input into these sister processes, misalign-
ment can lead to distrust, dysfunction and poor talent outcomes 
along that entire spectrum as well.  

For example, some companies which have moved to frequent 
conversations in place of annual reviews feel that compensation 
discussions are smoother because employees feel that their  
managers know them so well that the compensation decision 

http://www.talentgrowthadvisors.com
http://dupress.com/articles/hc-trends-2014-performance-management/
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https://www.linkedin.com/in/omarpradhan
https://neuroleadership.com/
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seems more accurate. Yet leaders from other companies with, for  
example, compensation constraints report an ongoing struggle 
to allocate minimal merit budget amounts fairly or effectively. 
Likewise, it’s difficult to have a compensation conversation with a 
high performer to whom one can give little or no increase. It begs 
the question: do compensation decisions guide the performance 
management process, or the other way around?

Another example of the need for alignment affects recruiters and, 
in turn, new hires. In order to make the best sourcing and selec-
tion decisions, and for a candidate to make a good decision when  
accepting a job, they must know what the position requires, what 
“great” performance looks like, and what behaviors are rewarded. 
This is true regardless of what type of performance management 
process exists within an organization.

And finally, organizations must include performance management 
direction and rigor for managers themselves, taking into account 
the type of employees they supervise, and providing them with 
relevant tools, training and, often, technology.

WHAT ABOUT THE LEGAL 
IMPLICATIONS OF PERFORMANCE 
MANAGEMENT CHANGES?
The idea of reducing documentation and simplifying performance 
management is tempting from a variety of vantage points. But our 
Think Tank participants were cautioned against acting too quickly 
to embrace a new approach.  

Brian Harris, an employment attorney and guest speaker from the 
law firm of Morris, Manning, & Martin, LLP encourages caution, 
particularly with eliminating ratings or documentation.  The most 
obvious reason is, in order to ensure a sound legal defense, com-
panies need documentation to support and defend exiting a poor 
performer.  When no documentation exists, what one person may 
believe is poor performance may appear to be adequate or good 
performance to another. For this reason, some companies who 
have eliminated annual reviews in general have made an exception 
to the process when it comes to managing poor performers.

However, even if companies collect documentation for poor  
performers, more challenges are created in the event of a  
reduction-in-force. When companies must cut staff beyond poor 
performers, the traditional method involves identifying the next 
lowest level performers. Without performance documentation, 

metrics or differentiated insights to en-
able this, decisions can be difficult  
to justify.

Our Think Tank participants offered some 
alternatives, but the group questioned 
their effectiveness. For example, some 
said that despite abolishing performance 
ratings, their organizations still rated 
leadership potential to identify emerging 
talent. While this practice provides some 
classification, it is problematic in that 
these discussions are often held behind 
closed doors, and leaves employees 
unaware of how they are rated, creating 
the possibility of complete surprise by 
actions taken later.

One participant shared a situation in 
which managers, in absence of ratings 
and formal annual reviews, were given 
‘guides’ to help them assess employee 
performance and determine merit pay 
decisions. These “guides” were meant  
to be private but employees quickly  
(and predictably) became aware of their  
existence and their ‘secret’ ratings. 
Soon, the new performance manage-
ment process caused more problems 
than the old one ever did.  

And finally, another approach shared 
involved managers quickly documenting 
the more frequent performance conver-
sations they had with their direct reports. 
Some companies have leveraged easy-
to-use mobile apps. This approach was 
preferred to no documentation at all as 
long as it was done consistently, but the 
reality in terms of the time required to  
do this well could create an even bigger  
administrative burden. Ironically, exces-
sive documentation was the very issue 
most hoped to minimize by eliminating 
ratings. The very idea of more documen-
tation — even using a mobile app — drew 
skepticism from participants: “We operate  

http://www.talentgrowthadvisors.com
http://www.mmmlaw.com/people/brian-harris/
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in a climate of scarcity. Managers simply 
aren’t going to work that hard for some-
thing like performance management.”

IS RADICAL CHANGE 
THE ANSWER?

Our opinion? Performance management 
formality isn’t dead — it just needs some 
thoughtful and differentiated retooling.  
Abolishing ratings and reviews whole-
sale might reduce administrative burden 
for managers and simplify work for HR 
generalists, but without a doubt, it can 
come at a high price.  

The negatives associated with abolishing 
ratings are threefold:  

1 The sustained focus and priority 
required for a company to success-
fully eliminate performance ratings 
and annual reviews is intense, and 
in many organizations, inherently 
impractical.  

2 Without a rigorous approach to 
process and technology and the 
cooperation of managers, organi-
zations jeopardize engagement of 
their highest performers, who value 
the achievement of a well-earned 
top rating. (Source: CEB, The Real Impact 

of Eliminating Performance Ratings)

3 And finally, the legal risks associ-
ated with informality require a level 
of documentation rigor that seems 
to offset the benefits of reduced 
administrative paperwork.  

Before taking a radical step such as 
abolishing performance ratings, we  
recommend the following:

 Align key stakeholders around the purpose of performance 
management, what success ultimately looks like and for 
whom. Without such alignment, expectations for what per-
formance management should accomplish for a company 
can vary wildly — e.g., engagement, development, compen-
sation, legal defense, increasing company performance, 
reducing attrition, etc. Ultimately, no one will be happy if 
expectations aren’t aligned.

Differentiate performance management practices based on 
different types of work. For example, knowledge workers 
must deliver clarity and quality in results, but they require 
autonomy to do so. Success in such roles is not about how 
many hours they put in, or where they worked, or even the 
method by which they arrived at the end result, but the end 
result itself (e.g., a popular new app). On the other hand, 
sales professionals may respond well to numerical ratings; 
the perception of fairness may increase when their work 
results in indisputable dollar values. 

Set standards for the nature of performance conversations.  
Define the role of the manager and expectations for the 
employee, identify the right frequency for these discussions. 
Ensure the managers have the training and accountability  
to get the job done well.

Build manager confidence and consistency by providing 
tools like coaching apps, templates, conversation guides and 
suggestions for answering tough questions from employees.

Align processes. Clarify the connections between segments 
along the talent “value chain,” for instance, from talent 
acquisition to onboarding to performance management, 
compensation and succession planning. Audit processes  
to ensure they support one another.

Pilot new approaches in a well-planned, comprehensive 
way in order to ensure that unintended consequences have 
been identified and addressed. 

Given the value that top-performing talent in critical roles can  
create for a business, the time to improve ineffective performance 
management approaches is now. Consider the possibilities, but also 
the risks and potential rewards before making a radical change. 

We wrote the book about the connection between business  
value, intellectual capital and talent. To learn more, please email 
info@talentgrowthadvisors.com or visit www.talentgrowthadvisors.com. 
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