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Why we still can't get
performance appraisal right.

By Dick Grote

N

s it that time of year already?
Everyone—everyone—goes
through the annual perform-
ance-management process. But
most find it more wince-inducing than
any company program except perhaps
the quarterly blood drive, and no one
hands out orange juice and Oreos after
appraisal meetings.
Grumbling comes from all sides
about the ineffectiveness of the

process. Employees often see them-
selves as victims of a subjective, fail-
ure-oriented procedure that focuses
only on highlighting faults and flaws.
Complaints come from managers who
feel awkward as assessors and are un-
comfortable having hard conversations.
HR professionals who are charged with
making sure that these systems are de-
signed correctly and executed effec-
tively get blamed when things are

harder than they ought to be and don’t
go as they should.

And you, the executive, aren’t happy
either (and not only because you had
to spend a recent afternoon fabricating
a set of “stretch” goals for FYog). You
need accurate and solid data on the qual-
ity of talent and performance of your
people, but you’re suspicious that the
company’s performance-management
system just doesn’t deliver the goods.

Dick GROTE is president of Dallas-based Grote Consulting Corp. and author of Discipline Without Punishment and The Complete
Guide to Performance Appraisal. His last article was “Should We Bother With Performance Appraisals?”, co-written with Steve Scullen,
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in the July/August 2006 issue.
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As important as performance man- Do we have excellent candidates people who are outstanding in
agement is, no one seems to like the ready and waiting, or do we have their present positions with the
current state of affairs. to go outside to get the talent potential to take on more de-

And performance management 4s we need? manding roles? Do we have re-
important. It serves a vital—even irre- * What's the depth of our talent tention strategies in place to make
placeable—function. Effective per- ' pool? Do we have the people sure that they don’t leave?

9 formance-management systems allow we need to meet the demands ® Who are our worst performers

2 organizations to make critically impor- of the future? and what do we need to do about

3 tant decisions correctly, such as: * What is the relative strength of them? Which ones can we salvage?

% * How should rewards be allocated? talent across our organization? Which ones should we cut loose?

3 Who should get a big raise, and . Are there pockets of excellence If the performance-management

o who should get nothing at all? and pockets of mediocrity within ~ system isn’t intelligently designed and

3 ® When a vacancy arises, who the company? skillfully used, the answers to these

! should be tapped for promotion? e Who are our best performers, the  critical questions will, of course, be |
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wrong. Worse, the questions won’t
even be asked, and the organization
will stumble toward achieving its
strategic goals without knowing
whether it has the talent it needs to
assure their achievement.

Some have long campaigned for the
abolishment of performance ap-
praisal altogether, citing the dubious
accuracy of the data generated, the
ill-designed forms, and the discomfort
of managers and employees alike in
using the process. Indeed, a few com-
panies have tried eliminating formal
performance-appraisal mechanisms—
only to find that things seem to get
worse. Goal-setting doesn’t happen.
Without the goad of a formal require-

The Business Judgment Rule

on the manager's honest assessment of how well the job has been

a s long as the judgment in a performance appraisal is rendered based

done without personal prejudices and biases coloring that assessment,

the appraisal is virtually immune from a disgruntled employee's legal chal-
lenge. The notion that delivering an honest but negative performance ap-
praisal will lead to an appearance on the witness stand in a discrimination
lawsuit is an unfounded myth. Courts have consistently upheld the right of
organizations to make business and employment-related decisions based
on managers' opinions as recorded in performance appraisals even when
those opinions are based only on the manager's observations, judgment, and
experience without provable, quantifiable data to support those opinions.

This deference by the courts to employers has been stated as the busi-
ness judgment rule and has been acknowledged by the courts plainly: "We
do not assume the role of a 'super-personnel department,’ assessing the
merits or even the rationality of employers' nondiscriminatory business deci-
sions." The appraisal is a record of a manager's opinion. If the employee
and the manager disagree about that opinion, the manager wins.

ment, managers hold even fewer feed- « eradicated can performance-manage-

back discussions. Employees don’t
know where they stand. Salary admin-
istration gets more cumbersome,

and companies discover that they’ve
ended up with a bunch of itty-bitty
unconnected systems that—joined
together—look just like the conven-
tional appraisal process they thought
they got rid of.

A few years ago, a Merck task force
explored all possible alternatives to the
company’s traditional appraisal system.
They decided to stick with things just
as they were.

The reason that simply abolishing
performance appraisal doesn’t work is
that the elements on which all the com-
plaints focus—bad forms, low-quality
data, and inept discussions—are not
the problem. The problem is that nearly
everyone involved with the perform-
ance-management process (executives,
assessors, recipients, and HR manage-
ment professionals—in other words,
everyone) fails to understand some of
the most fundamental concepts under-
lying performance management.

Worse, we believe a set of myths
that actually prevent procedures from
operating successfully, no matter how
well the managers have been trained
and the forms designed. Only when
these myths are brought to light and
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ment systems deliver what they are
capable of and give organizations what
they desperately need: valid, workable
information that allows good business
decisions to be made.

What Is a Performance
Appraisal, Anyway?

One of the most basic causes of per-
formance-appraisal failure is that so
few people understand just what an
appraisal actually is. Listen up: 4 per-
Sformance appraisal is a formal record of
a manager’s opinion of the quality of an
employee’s work.

"The operant word here is opinion.
Performance appraisal requires a man-
ager to render his opinion about ex-
actly how well an individual performed.
It is not a document that can be empir-
ically tested and proven; it is not the
end product of a negotiation between
the manager and the individual. It is
a record of the manager’s judgment
about exactly how good a job Joe or
Jane has done over the past twelve
months.

Understanding what a performance
appraisal is eliminates a source of mis-
chief that causes appraisal discussions
to go awry. In the management semi-
nars I conduct on making performance
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management work, I hear a frequent
question, usually stated as, “I'm about
to discuss a performance appraisal with
one of my subordinates. The appraisal
is honest, but there are several things
I've written that I know she’ll disagree
with. How do I go about gaining her
agreement?”

Stop! A key myth of performance
management is that the objective of
the performance-appraisal discussion is
to gain the employee’s agreement. It’s
not. If the manager has applied tough-
minded, demanding standards, it’s un-
likely that the individual will agree.
That’s OK—the objective of the meet-
ing is not to gain agreement. The
tougher the manager’s standards, the
less likely it is that agreement will
occur. The objective of the perform-
ance-appraisal discussion is to get the
individual to understand the reason his
performance was rated the way it was,
not to gain his agreement on the accu-
racy of that rating.

The Infinite Capacity
For Self-Delusion

How much does it matter what any
given employee thinks about the qual-
ity of his own performance? While his
personal insights may be a useful data
point for the manager in creating the




formal performance appraisal, another
common myth holds that asking the
employee to complete a self-assess-
ment using the company’s form, or
including the perspectives of others
gained through a 360-degree feed-
back system, is a good idea. It’s not.
It’s a bad idea and needs to be
stomped out.

In their now-classic article “Un-
skilled and Unaware of It: How Diffi-
culties in Recognizing One’s Own
Incompetence Lead to Inflated Self-
Assessments,” researchers Justin
Kruger and David Dunning report
that those who are incompetent per-
formers are also incapable of assess-
ing the difference between good and
bad performance. They argue that
“when people are incompetent in the
strategies they adopt to achieve success
and satisfaction, they suffer a dual
burden: Not only do they reach erro-
neous conclusions and make unfortu-
nate choices, but their incompetence
robs them of the ability to realize it.
Instead, they are left with the mis-
taken impression that they are doing
just fine.”

As one senior executive describing
his company’s experience using a
forced-ranking procedure to identify
its A, B, and C performers put it,
“The As are afraid they’ll be consid-
ered Bs, the Bs are scared they’ll be
seen as Cs, and all the Cs are con-
vinced that they’re A-players.”

Research consistently demonstrates
that individuals are notoriously inaccu-
rate in assessing their own perform-
ance, and the poorer the performer,
the higher (and more inaccurate) the
self-assessment. In one recent study,
researchers Robert Eichinger and
Michael Lombardo determined that
“the overall correlation between self-
ratings and performance was .00, with
the boss being the most accurate rater
by far in predicting long-term per-
formance and promotion.”

In July 2007, BusinessWeek surveyed
two thousand Americans in middle-
management positions and above, ask-

ing the question, “Are you one of the
top 10% of performers in your com-
pany?” Eighty-four percent of all mid-
dle managers reported that, as a matter
of fact, they were in the top tenth of
their company’s performers. Execu-
tives—the most deluded cluster by
far—provided a yes response in 97 per-
cent of those surveyed. Lake Wobe-
gon, indeed!

“Know thyself” may be good philo-
sophical advice, but in assessing how
good a job you’ve done, your boss gen-
erally knows better than you do.

—

| )

It's a bad
I idea and
needs to be
1 stomped
out.

Is it a good idea to require employees
to write self-assessments using the
company’s appraisal form? In a word,
no. Earlier, I defined a performance
appraisal as a formal record of a man-
ager’s opinion of the quality of an indi-
vidual’s work. If the individual is asked
to complete an appraisal form assessing
his own performance, he is likely to be
woefully inaccurate. Worse, simply the
act of filling out the form sets up the
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understandable but erroneous expecta-
tion that he and his boss will then com-
pare and contrast their two assess-
ments, the purpose of the appraisal
discussion being to come to common
ground. They won’t, and it’s not. The
purpose of the meeting is for the boss
to make clear what his evaluation is
and provide the rationale behind it.

Bosses can’t run unchecked, though.
While the judgment of the individual’s
immediate supervisor is the foundation
of the appraisal, wise managers discuss
with each direct report the way they
will measure performance as part of
their start-of-year goal-setting discus-
sions. If subordinates are geographi-
cally removed, good managers ask them
to take responsibility for making sure
that the manager has the data he needs
for accurate evaluation at year’s end.
If the employee’s job involves cus-
tomer service, they must jointly de-
velop a plan to survey the employee’s
customers to measure satisfaction.
And requiring appraisers to get their
own boss to sign off on every appraisal
written is becoming a routine practice.
(See “Driving the Truth Into Perform-
ance Management,” page 42.)

Senior executives need to be full
participants in the performance-man-
agement process themselves, both
on the giving and the receiving side.
Quantitative P&L results tell a lot of
the story of how well the executive
is performing, but top dogs need the
benefit of performance management
just as much as people who actually
work for a living.

Peter Drucker’s thirty-year-old
concept of creating a “manager’s let-
ter” probably remains the best per-
formance-management technique to
use with senior executives. Each exec-
utive writes an annual letter to her
superior, spelling out the objectives
of her own job and those of the supe-
rior’s job as she sees them. She then
sets down the performance standards
she believes are being applied to her.
She lists the goals she intends to ac-
complish, the major obstacles to
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achieving them, and the support she

" needs from her superior and the com-
pany. Finally, she spells out what she
intends to do during the next year to
reach her goals. If her superior accepts
this statement, this “manager’s letter”
becomes the charter under which the
executive then operates.

Forcing Differentiation

Whenever I conduct an executive
overview of best practices and new
directions in performance manage-
ment, I hear executives consistently
voicing two concerns. One involves
building a culture of accountability—
an environment in which their subor-
dinate managers honestly assess their
people against tough and demanding
standards, tell the truth, and take per-
sonal responsibility for their assess-
ment judgments.

Their other concern involves dif-
ferentiation: getting managers to make
real distinctions in the performance of
their subordinates and go on record
about who their stars, their Steady Ed-
dies, and their laggards are.

Assuring accurate differentiation is
vital for talent-management efforts to
succeed. But attempting to increase
differentiation by providing managers
with more rating levels—a common
approach—is counterproductive.

What’s the primary cause of lack of
differentiation in performance-appraisal
results? The answer is allowing the use
of decimal points for final ratings. As-
suming that 1 is Unsatisfactory and g is
Outstanding, if the final rating allows
the use of a decimal point, then the
final rating of almost everyone in the
organization will be between 3.4 and
3.6. Since the 3 rating equates in most
people’s minds to “average,” allowing a
decimal-point final rating permits
spineless managers to tell everyone that
they’re better than average—some a bit
more so, others a bit less. Allowing the
use of decimal points turns a 5-level
rating scale into a so-level scale (1.0,
LI, 1.2... 4.9, 5.0). But in practice,
allowing more rating levels produces

less real differentiation.

"The same thing happens anytime
companies provide more rating levels
than the usual five. For example, Shell
of Canada has a rating scheme of o to
1.5—in effect, a fifteen-level rating
scheme in that there are fifteen possi-
ble scores, ranging from 0.0 to r.5.
What’s the outcome? Performance-
appraisal ratings cluster around 0.8
and 0.9.

Human beings simply don’t have
the capability to distinguish among fif-
teen levels of performance, let alone
fifty. Five levels are about all that any
of us can distinguish. We can probably
distinguish among performance that’s
exactly what we’re looking for, per-
formance that’s significantly better or
worse than what we expect, and then
performance that is either breathtak-
ingly excellent or appallingly dreadful.
There’s your five-level rating scale. If
executives demand that managers use
it as designed and eliminate the deci-
mal-point cop-out, it will provide all
the differentiation needed to make
valid and wise performance-based deci-
sions about compensation, promotion,
who should be terminated when layoffs
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Five levels of
performance
are about
all that any
of us can
distinguish.
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loom, and who warrants special reten-
tion efforts.

In fact, total-quality devotees argue
that only three levels of performance
can actually be empirically deter-
mined: “Meets Expectations,” “Ex-
ceeds Expectations,” and “Fails to
Meet Expectations.”

But a more important concern than
permitting the use of decimal points
or allowing more than a five-level scale

-1s that giving managers a plethora of

choices encourages them to turn per-
formance management into an arith-
metic problem. Most managers would
rather endure a root canal than have
to evaluate performance (and make per-
formance-related decisions and hold
performance discussions) using a small
number of clearly labeled categories.
With a decimal-point final rating
scale, it’s easy for managers to duck
hard decisions by treating performance
management as a numbers game. And
they’ll do it both in terms of assigning
a rating for compensation purposes
(“Well, it doesn’t really matter whether
I give Betty a 3.4 oras3.6...”)and
when they talk with the individual
about the rating and accompanying
raise (“Gee, Betty, I wanted to rate you
higher, but only a few people can get
the top rating / my boss wouldn’t let
me / HR wouldn’t let me / the system
wouldn’t let me . . .”). Performance
management is not an arithmetic prob-
lem. Allowing managers too many rat-
ing levels will inevitably lead them to
cluster everyone at the point that’s
just above average.

The Myth
Of Quantifiability

Another false belief held by people
throughout organizations: In order for
a performance appraisal to be objec-
tive, managers are required to find nu-
merical, countable units to back up
their assessments. That’s nonsense.

“Objectivity” has nothing to do
with quantifiability. Objectivity is
about being free of personal prejudice,



being factual, and basing appraisals on
observable phenomena, such as the
way the person goes about performing
his job.

Consider—how do you measure the
performance of a pianist? The number
of notes she plays? How do you evalu-
ate the performance of a painter? The
number of pictures he paints or sells?
Do you evaluate the performance of a
priest by the number of confessions
heard or the number of souls who gain
entry to heaven (a valid measure per-
haps, but accessing the data is prob-
lematical)?

A few years ago, the National Secu-
rity Agency engaged me to help de-
velop a new performance-management
system. The NSA is probably the most
clandestine of all of America’s intelli-
gence organizations, keeping our coun-
try safe by intercepting and decoding
our enemies’ messages. The agency
hires more linguists and translators
than any other organization on earth.

So: How do you evaluate the per-
formance of a translator? The obvious,
easy, and wrong answer is: number of
documents translated. While easily
quantifiable, that misses what’s gen-
uinely important. What’s important is
the ability to capture nuance.

"The ability to capture nuance isn’t
hard to evaluate accurately. Just take
an intercepted document written in
some foreign language and give it to
two translators. Then take their two
translations to a native speaker and
ask, Which one got it right? The na-
tive speaker will read the two docu-
ments and then comfortably say, “This
one translates each word accurately.
But this one—this one captures what
the writer really intended.” That eval-
uation is certainly objective—but
there’s nothing quantifiable about it.

What does it mean to be objective,
anyway? It means to be uninfluenced
by emotions or personal prejudices. It
means to be fair. It means to be fac-
tual, basing our assessments on things
we can actually see. A person’s job
performance is certainly observable.

Start by Weeding Out Bad Managers

By Frank Roche

work right. Dick Grote writes, "Grumbling comes from all sides about
the ineffectiveness of the process." And why not? No one comes out
of performance-management season saying, “That was great.” No one | know,
at least.

I'll confess that I'm against performance appraisals the way they're typically
done. Managers are not our parents, but the way the system is designed—as
Grote writes, it's opinion-based—sets up an adult-child interaction. (I don't
give annual performance appraisals to my teenagers. Imagine how that would
go.) It requires one adult to tell another adult how he or she did against a set
of standards that are often ambiguous, poorly communicated, and biased by
the manager's worldview. It's like the luck of the draw in school: Did you get
the tough English teacher who grades your essays against the writing quality
of the world's greatest writers, or did you get one who understands that
you're in school? Sure, it's the "absolute versus relative ranking” argument,
but if it's all about opinions, who your manager is makes a huge difference

l |nfortunotely, I've seen more performance appraisals go awry than

in your “performance.”

The best performance management happens all the time. It doesn't involve
forms or appraisals. It involves high-performing teams that know what needs
to get done and how to do it. It involves instant and continuous feedback,

not just a once-a-year session. High-performing teams, led by great managers,

get results.

Absent that, performance management needs to be a system, not just a set

of training classes and fancy appraisal forms. If you really want it to work, use
your performance-management system to weed out bad managers and de-
velop others into good managers. Performance management that emphasizes
the feedback and direction of good managers is what can make a real per-

formance difference in your company.

FRANK ROCHE is a partner at iFractal, a Philadelphia-based communication consulting firm,

and author of KnowHR Blog.

Managers can watch how someone
does his job and assess how well he’s
done it.

If a manager has access to numeri-
cal measures of the quantity of work
the person did or has some quantita-
tive index of quality to support her
evaluation—terrific! Use them. But as
long as the boss can provide solid ex-
amples to back up her assessments and
ratings, then the appraisal is objective,
even if she can’t come up with counta-
ble units. Even if some people can’t be
shaken loose of the foolish belief that
if you don’t have numbers to support
your assessment then it is necessarily
“subjective”—they’re wrong, but we
can tolerate that error—realize that
people desperately want this so-called
“subjective” information. People want
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to know their supervisor’s opinion of
them and how they’re doing. They
want honest answers to their most im-
portant questions: How am I doing? Are
you pleased with my work? Do I have
a bright future here? There is no num-
ber that can answer those questions.

wer jobs today produce the kind

of quantifiable results that lead to
easy evaluation. The outputs of knowl-
edge workers are harder to assess than
those of widget-makers. Even in P&L
positions where results are clear and
performance seems easily quantifiable,
just making your numbers is no longer
enough. Companies demand not only
results, but generating those results in
a way that reflects organizational val-
ues. GE and PepsiCo, two companies
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Driving the Truth Into
Performance Management

graders and which were far more lenient. Likewise, in organiza-

tions there are managers who—if left unchecked—will rate every
subordinate as “Exceeds Expectations.” But performance evaluations
and ratings impact directly on compensation and promotions and
succession planning and talent management. There's too much at
stake to allow erroneous ratings to paint a distorted picture of organi-
zational talent.

In the past few years, companies have instituted several processes
to drive the truth into performance management: procedures to assure
that one manager's “Superior” rating is the same as another's and that
there's a level playing field for all. These procedures include:

Calibration sessions: These systems have been springing up like
mushrooms since they were developed just a few years ago. Supervi-
sors first write preliminary performance apprdisals, including proposed
ratings, for each of their team members. Groups of supervisors then
meet and post the ratings they are planning to assign each of their
employees. Each supervisor reviews the proposed appraisal ratings
posted by his peers, then must explain and defend his proposed ratings
to them and make adjustments, up or down, if he finds that his ratings
are out of sync with the standards set by the others in the session.
Variously called leveling, cross-calibration, or rater-reliability sessions,
they help assure consistency in ratings, reduce rating errors, increase
the probability that managers will take their performance-management
responsibilities seriously, and make it easier for managers to deliver
honest but negative performance appraisals.

Forced distribution: Some companies provide either rigid require-
ments or flexible guidelines for the distribution of performance-
appraisal ratings. Used wisely, distribution guidelines can reduce le-
niency and increase differentiation. An effective distribution guideline
will allow for some flexibility and more higher ratings than lower ones.
For example:

Distinguished Maximum 10%
Superior 20 - 30%

Fully Successful 50 - 60%
Needs Improvement w10 = 15%
Unsatisfactory.....mn. Minimum 5%

Normalization: This mathematical process converts all performance-
appraisal ratings assigned by supervisors into numbers and determines
the mean rating score. To eliminate the discrepancy between tough
and lenient assessors, each individual supervisor's ratings are mathe-
matically adjusted up or down to assure equivalent ratings. This is a
process to be used with caution, since it assumes that the performance
of individuals in different groups is the same and the rater's toughness
or leniency is the only variable.

Reviewer requirement: Many companies require that all perform-
ance evaluations and ratings be reviewed and specifically approved
by the appraisal-writer's supervisor. While adding some administrative
burden to the process, it assures that at least two managers agree
that the appraisal as written is correct. If senior managers (the review-
ers) exercise tough scrutiny and kick back lenient or inaccurate ap-
praisals for rewrite, this can be the most powerful technique for assur-
ing performance-appraisal accuracy.

Bock in college, everyone knew which professors were hard

—D.G.
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famous for decades of attention to per-
formance management, are good exam-
ples of this dual focus on results and
behavior. When he was CEO of Pep-
siCo, Wayne Calloway said, “It’s easy
to get fired from PepsiCo. You'll get
fired if you don’t make your numbers.
You'll get fired if you lie. And the
fastest way to get fired is to lie about
your numbers.” In its Session C assess-
ments these days, GE has moved

- away from Jack Welch’s harsh “Fire

the bottom 10 percent!” approach.

But the company is clear about what’s
important, as demonstrated by its
statement, “Values must accompany
demonstrated operational excellence

in order to advance.” In GE’s Session
Cs today, managers are assessed along
two dimensions: performance and val-
ues. Low performance but a strong
demonstration of GE’s values produces
an assessment of “Restart: Second Op-
portunity to Deliver Results.” But if
you deliver high performance with
low adherence to values? “Remove:
Removals Reinforce Importance of
Values Dimension.”

Although the actual results an indi-
vidual produces may be quantifiable,
the way she got those results, and the
extent to which she modeled the orga-
nization’s values in generating them,
aren’t subject to numerical measure.
But behavior and adherence to values
can certainly be described, and those
descriptions of performance, supported
by examples, are certainly objective.

Albert Einstein is credited with the
insight that best makes the point:
“Not everything that counts can be
counted. And not everything that can
be counted counts.”

“It Takes So Damn Long!”

A common myth surrounding per-
formance management involves its
purpose. Ask almost anyone in an or-
ganization why the company has a
performance-appraisal system and the
answer is likely to have something to
do with compensation. It’s true, of
course, that if we believe in pay for




performance—a universally accepted
“dogma in a capitalist economy—then
there must be some mechanism to
evaluate that performance so that
rewards can be fairly meted out. But
if organization members and leaders
see the performance-management
system’s primary function as serving
as the handmaiden of the compensa-
tion system, then performance-appraisal
results will be skewed to serve the
manager’s desire to do the best he
can for his troops.

Many organizations build disincen-
tives to honest assessment directly
into the system itself. For example,
if the performance-management sys-
tem tightly links the amount of the
individual’s salary increase with her
rating on the performance-appraisal
form, managers will be tugged between
honesty and generosity. At a time
of record gasoline and grocery prices,
managers understandably want to
be generous with their teams. To do
so, they may decide to artificially in-
flate a rating in order to bump up a
merit increase.

Of course, there must be a linkage
between the individual’s performance
and the individual’s rewards. The al-
ternative is to use the step-increase,
time-in-grade scheme used by the
federal government, rewarding only
longevity and the ability to keep from
being fired, an approach that private
industry rightfully scorns. But a quid-
pro-quo, if-this-then-that approach to
compensation in which the perform-
ance-appraisal rating determines to the
tenth of a decimal point the amount
of the increase the individual gets will
corrupt both the performance-man-
agement system and the compensa-
tion system.

The better alternative is to separate
the compensation and the perform-
ance-appraisal discussions and make
the appraisal rating a major factor, but
not the sole determinant, of compen-
sation changes. While making this sep-
aration may add a bit of administrative
burden, it will allow organizations to

A good

manager
with even
the worst

form will do

a good job.

L =S

take into consideration such vital fac-
tors as the individual’s possession of a
unique skill, the desire to decrease the
likelihood of his quitting, a reward for
being identified as a high-potential in-
dividual, and other issues in making

the final pay-change determination.

“Additional administrative burden”

may be the greatest source of resist-
ance to making significant improve-
ments in an existing performance-
management system, or to scrapping
old procedures that have been around
for years and getting a fresh start. “It
takes so damn long!” managers grum-
ble. Yes, it does, if it’s done right, but
it’s worth doing. It’s worth doing in
the same way that budgeting, another
time-consuming and burdensome
process, is worth doing.

The real cause of complaints about
excessive time requirements is often
not that the actual procedures are
unduly time-consuming but, rather,
that managers aren’t clear on exactly
what’s expected, by whom, and when.
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Publishing a calendar of expected
events in the annual performance-
management cycle can, by itself,
eliminate a lot of the grousing about
“too much time.”

While the performance-manage-
ment system provides vital informa-
tion for use in making decisions on
compensation, promotion, develop-
ment, and termination, the reason
we do performance appraisal is ulti-
mately because it is an ethical obliga-
tion of leadership. Consider this:
Every person who works for an organ-
ization wants the answer to two ques-
tions. First, What is it that you expect
of me? Second, How am I doing at
meeting your expectations? While in-
forming decisions in other areas is
a valuable by-product of the perform-
ance-management system, the ultimate
reason we have it is that we owe it
to everyone who works for us to let
them know what we expect and how
they’re doing.

The Key Ingredient

The problem with performance
management as it is practiced in or-
ganizations today is not one of bad
forms and unskilled managers. A good
manager with even the worst form
will do a good job; a mediocre manager
with even the most sophisticated sys-
tem and the finest of training will still
be mediocre.

That’s not to encourage improve-
ments in training and system design.
But the payoff will come in other
places. It will come from assuring that
everyone involved with the system un-
derstands why the company has it and
what top management’s expectations
are. It will involve confronting the
myths that get in the way of perform-
ance-management effectiveness.

Most of all, performance-manage-
ment success is at bedrock a matter of
courage: the courage to tell the truth,
hold to high standards, and be willing
to say bluntly that Jane is better than
Jim but not as good as Harry. @
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