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The typical performance appraisal process puts 

the emphasis on an annual evaluation of employee 

performance. Performance management shifts the 

focus to an ongoing process that includes setting and 

aligning goals, coaching and developing employees, 

providing informal feedback, formally evaluating 

performance, and linking performance to recognition 

and rewards.

Performance Management—a volume in the SIOP 

Professional Practice Series—offers a compendium 

of the most current thinking, strategies, and best 

practices in performance management written by 

leading academics, practitioners, consultants, and 

researchers in the fi eld. The book’s seventeen chapters 

include an introduction of the concepts and issues, a 

review of theory and research, evidence-based best 

practices, dozens of illustrative examples as well as 

information on future directions, opportunities, and 

challenges.

Written for human resource managers, consultants, 

and line managers, this important resource contains 

a wealth of information for implementing an effective 

performance management system. The book includes 

information on the:

• 14 features that help defi ne a successful 

performance management system

• 7 drivers of alignment including the relationship 

between alignment and fi nancial performance

• 5 factors that affect the impact of goal setting

• 11 steps to maximize the value of external 

coaches

• CEO and board performance management 

process
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• 8 dimensions of national culture that shape 

performance management processes

• Role of technology in developing and using a 

performance management system

• 6 assessment points that can be embedded in a 

comprehensive performance management system

• And much more

The contributors offer HR professionals a 

comprehensive jargon-free understanding of the most 

recent research, proven practices, and lessons learned 

on performance management.

“In this comprehensive and timely volume, Smither and London assemble 

an exceptional collection of chapters on topics spanning the entire 

performance management process. Written by leading researchers and 

practitioners in the fi eld, these chapters draw on years of research and 

offer a blueprint for implementing effective performance management 

systems in organizations. This volume is a ‘must-read’ for all those 

interested in performance management.” 

—John W. Fleenor, Ph.D., research director, Center for Creative 

Leadership 

“The quintessential tool for the scientist-practitioner working on improving 

the performance management system in their organization.”

—Sandy Lionetti, Ph.D., director, Talent Management, Leadership and 

Organizational Development, GlaxoSmithKline Consumer Healthcare

“Finally, a book that brings together the latest research fi ndings on a 

very important process that needs to be executed with the greatest 

effectiveness and effi ciency.  The information is presented in a way that 

an HR practitioner, like myself, can readily apply.”

—Gale H. Varma, executive vice president, Human Resources, Charming 

Shoppes, Inc. 

Praise for Performance Management

A new volume in the SIOP Professional Practice Series, Performance 

Management provides a comprehensive resource of the most current 

thinking, strategies, and best practices in performance management.
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The Professional Practice Series

The Professional Practice Series is sponsored by The Society for 
Industrial and Organizational Psychology, Inc. (SIOP). The series was 
launched in 1988 to provide industrial and organizational psychologists, 
organizational scientists and practitioners, human resources professionals, 
managers, executives and those interested in organizational behavior and 
performance with volumes that are insightful, current, informative 
and relevant to organizational practice. The volumes in the Professional 
Practice Series are guided by fi ve tenets designed to enhance future 
organizational practice:

 1. Focus on practice, but grounded in science
 2. Translate organizational science into practice by generating guide-

lines, principles, and lessons learned that can shape and guide 
practice

 3. Showcase the application of industrial and organizational psychol-
ogy to solve problems

 4. Document and demonstrate best industrial and organizational-
based practices

 5. Stimulate research needed to guide future organizational practice

The volumes seek to inform those interested in practice with 
guidance, insights, and advice on how to apply the concepts, fi ndings, 
methods, and tools derived from industrial and organizational 
psychology to solve human-related organizational problems.
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xiii

Foreword
Performance management is one of the cornerstones of Human 
Resource practice in organizations. No matter where you work, 
how big or small your organization or how simple or complex 
the business model, effective performance management is a key 
requirement if you have any number of employees. It all begins 
with performance management. Specifi cally, what are the jobs 
we need our employees to do, how do we measure their perfor-
mance in these jobs, and how do we design and implement sys-
tems to reinforce performance standards that have been set? 

So, before an organization can even begin to think about the 
more lofty practice areas like individual assessment, talent man-
agement, or succession planning it must be able to nail the basics 
of measuring day-to-day performance. Organizations who set 
their sights on hiring the best and the brightest and building a 
diverse work force must fi rst have a crystal clear understanding 
of what they are hiring people to do and how the will be deemed 
successful or not. Companies desiring to offer the very best train-
ing and development or organization development programs 
must fi rst be able to assess the requirements of the jobs for which 
they are training and developing their leaders and managers. 

That is why this topic and this volume are so critical to HR, 
I/O and OD practitioners alike. It is also one of the reasons why 
Janine and I reached out to Jim and Manny to commission this 
edition for the SIOP Professional Practice series. Both are excel-
lent researchers, professionals, authors, and editors. Moreover, 
Jim's prior SIOP Professional Practice edition on performance 
appraisal from 1998 was very popular and we wanted them to 
take the discussion to the next level. With this volume we feel 
that they certainly have accomplished this mission. Whether it’s 
very current issues such as the Sarbanes-Oxley Act (SOX), CEO 
performance management and the role of the Board of Directors 

flast.indd   xiiiflast.indd   xiii 7/1/09   11:20:20 AM7/1/09   11:20:20 AM



in that process, to the potential benefi ts and costs of instituting a 
forced ranking system, the content here should be of great ben-
efi t to practitioners and managers alike. In addition, Jim and 
Manny have approached this edition with a very balanced scien-
tist-practitioner perspective, so not only do the chapters cover the 
current state of the art of performance management, but there is 
also insight for academics into where future research might be 
most benefi cially directed.

Having evolved from performance appraisal to performance 
management over the last 10 years the fi eld has indeed shifted in 
its orientation. This volume displays the very latest thinking from 
an I/O psychology perspective regarding how you quantify, mea-
sure and track performance in organizations. We hope that both 
practitioners and academics alike fi nd it useful in their work. 
Our sincerest thanks to Jim and Manny for taking the fi eld to the 
next level.

May 2009
Allan H. Church 
Janine Waclawski
Series Editors

xiv  Foreword
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xv

      Introduction          
 Over the past decade or so, the term  “ performance manage-
ment ”  has come to replace the phrase  “ performance appraisal ”  in 
many organizations. Whereas performance appraisal emphasized 
the (usually annual) evaluation of an employee ’ s performance, 
performance management refers to an ongoing process that 
includes setting (and aligning) goals, coaching and developing 
employees, providing informal feedback, formally evaluating per-
formance, and linking performance to recognition and rewards. 
The goal of this ongoing process is to enhance the employee ’ s 
performance (as well as job satisfaction and commitment to the 
organization) and the performance of the organization. 

 This book contains seventeen chapters. Each offers useful 
guidelines for practitioners to enhance the quality of performance 
management systems and processes. The authors offer dozens of 
real - world examples to illustrate how performance management 
systems can be effectively designed and implemented. Unlike 
many  “ pop ”  management books, which are often fi lled merely 
with personal opinion, the chapters in this book draw on years of 
empirical research in industrial and organizational psychology. 
Doing so allows the authors to present evidence - based  “ best prac-
tices ”  in performance management. 

 Some of the authors in this book are full - time practitioners who 
work for leading consulting fi rms that have collectively provided 
performance management support to hundreds of organizations. 
In addition to their strong hands - on experience, our  “ practitio-
ner ”  authors are especially valued because they have all published 
their work in leading peer - refereed journals. Other authors in 
this book are located at universities where they have spent years 
conducting and publishing research related to performance man-
agement. But nearly all of our  “ academic ”  authors bring years of 
consulting or corporate experience to their writing. 
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xvi  Introduction

 In sum, this is a book written by scientist - practitioners and we 
hope it exemplifi es the scientist - practitioner model at its best. 

 The central goal of this book is to distill lessons from research 
that are of value to practitioners (including human resource 
managers, consultants, and line managers who are at the heart of 
the performance management process). The authors have tried 
to provide the reader with a brief and non - technical understand-
ing of what research studies have learned about performance 
management and the implications of this research for practi-
tioners. The result includes what we believe are evidence - based 
suggestions that can guide the reader ’ s efforts to design and 
implement performance management systems and processes.  

  Overview of Chapters 
 Herman Aguinis ( “ An Expanded View of Performance 
Management ” ) provides a broad overview of performance man-
agement. He describes the many purposes that can be served by 
performance management systems, presents a six - stage perfor-
mance management process, and identifi es fourteen features 
associated with effective performance management systems. 

 William Schiemann ( “ Aligning Performance Management 
with Organizational Strategy, Values, and Goals ” ) describes the 
importance of alignment for large and small companies (includ-
ing the relationship between alignment and fi nancial perfor-
mance). He reviews seven drivers of alignment while emphasizing 
the pivotal role played by a company ’ s culture. He also provides 
a detailed case study that illustrates the process of linking orga-
nizational vision, strategy, and goals to behaviors. He concludes 
by describing four core elements that distinguish organizations 
with effective performance management systems from other 
organizations. 

 Peter Heslin, Jay Carson, and Don VandeWalle ( “ Practical 
Applications of Goal - Setting Theory to Performance Management ” ) 
note that the results from goal setting depend on fi ve factors: goal 
commitment, task complexity, goal framing, team goals, and feed-
back. They describe recent research developments and present 
straightforward guidelines to help practitioners manage each of 
these fi ve factors to enhance performance management. 
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Introduction  xvii

 David Peterson ( “ Coaching and Performance Management: 
How Can Organizations Get the Greatest Value? ” ) begins by pre-
senting a continuum of organizational approaches to coaching 
that evolves from completely unstructured and ad hoc to rela-
tively strategic and systemic. He then describes the  “ Development 
Pipeline, ”  a model of the fi ve necessary and suffi cient conditions 
for any type of systematic development, and its application to 
coaching. He then illustrates the differences in conversations 
when coaching is primarily forward - looking and developmen-
tal in nature from those in which the person being coached is 
underperforming or not meeting important expectations. He 
also reviews the pros and cons of using internal versus external 
coaches and offers an eleven - step approach to maximize the 
value of external coaches. 

 Paul Squires ( “ The Role of On - the - Job and Informal 
Development in Performance Management ” ) begins by defi ning 
informal learning (where on - the - job training is considered a spe-
cifi c instance of informal learning). He then describes character-
istics of the workplace and the worker that lead to more effective 
informal learning. He concludes with practical recommendations 
(and two real - world examples) to facilitate informal learning. 

 Eduardo Salas, Sallie Weaver, Michael Rosen, and Kimberly 
Smith - Jentsch ( “ Managing Team Performance in Complex Settings: 
Research - Based Best Practices ” ) describe four capacities ( adaptive 
capacity, leadership capacity, management capacity, and technical capacity)  
required for team effectiveness and use these capacities as a 
framework that can guide the performance management process 
in team settings. They present a set of best practices drawn from 
their practical experience as well as the team, performance man-
agement, project management, and human resources literature. 

 Edward Mone ( “ CEO Performance Management ” ) reviews 
events of the last ten to fi fteen years that have shaped the business 
landscape, executive compensation, and the evaluation of CEOs. 
He uses a detailed, real - world example to describe the CEO per-
formance management process (including goal setting, feedback, 
CEO appraisal, and compensation) and then compares this process 
to best practices in this area. He also offers guidelines to increase 
the effectiveness of the board of directors (including the composition 
of the board and compensation of its members). 
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xviii  Introduction

 David Day and Gary Greguras ( “ Performance Management 
in Multi-National Companies ” ) address the challenge faced by 
multi-national companies in dealing with national culture as they 
design and implement performance management processes. 
Using Project GLOBE as a framework, they briefl y review and 
describe the performance management implications of eight 
dimensions (performance orientation, future orientation, gender 
egalitarianism, assertiveness, individualism and collectivism, power 
distance, humane orientation, and uncertainty avoidance) that 
can be used to describe national culture. They note the danger 
of taking generalizations based on cultural dimensions too far 
and discuss the role of organizational culture versus national cul-
ture in shaping performance management practices. They con-
clude with eleven recommendations for practice. 

 Richard Reilly and Zvi Aronson ( “ Managing Contextual 
Performance ” ) begin by defi ning contextual performance (distin-
guishing it from task performance) and then review the anteced-
ents and outcomes of contextual performance. Next, they describe 
issues associated with managing contextual performance, includ-
ing appraising contextual performance, recognizing and rewarding 
contextual performance, the effect of the feedback environment 
on contextual performance, whether contextual performance does 
(or should) infl uence career development and advancement, and 
legal considerations. 

 Valerie Sessa, Christopher Pingor, and Jennifer Bragger 
( “ Using Performance Management As a learning Tool  ”) pres-
ent a case that illustrates how performance management can be 
used to transform an organization ’ s culture to a performance 
 and  learning culture in which adaptive, generative, and transfor-
mative employee learning occurs. They describe how a self - learn-
ing component can be added to a performance management 
system. 

 Leanne Atwater and Teri Elkins ( “ Diagnosing, Understanding, 
and Dealing with Counterproductive Work Behavior ” ) begin by 
describing the nature, prevalence, and consequences of counter-
productive work behavior (CWB), including abuse against others 
(such as incivility, workplace violence, and sexual harassment) 
and production deviance (including poor performance, sabotage, 
theft, and withdrawal behaviors). Next they address the issue of 
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Introduction  xix

diagnosing the causes of CWB (including a variety of individual 
and job - context factors). They also review a variety of approaches 
to dealing with CWB and offer recommendations for best practice. 

 Peter Dominick ( “ Forced Rankings: Pros, Cons, and Practices ” ) 
describes in detail the potential advantages and risks associated 
with forced ranking systems. For organizations that elect to imple-
ment such a system, he presents important questions and issues 
related to their design and implementation. 

 Autumn Krauss and Lori Anderson Snyder ( “ Technology and 
Performance Management: What Role Does Technology Play 
in Performance Management? ” ) describe the role that technology 
can play when developing and using a performance management 
system. They begin by reviewing electronic performance monitor-
ing and performance management of telecommuting workers. 
They then illustrate how technology can support various purposes 
of performance management, including strategic, administrative, 
informational, developmental, organizational maintenance, and 
documentation. Next they describe how technology can help com-
municate the organization ’ s mission and priorities and ensure 
that priorities are in alignment across the organization, as well as 
facilitate performance planning, execution, and assessment. They 
address issues and complications (such as information overload, 
overexposure, time requirements, overreliance on automation, 
miscommunication, technology literacy) that can accompany the 
use of technology and conclude with recommendations for imple-
menting a technology - based performance management system. 

 Thomas Diamante  (   “ Authentic Performance: The Valuation 
of Behavior as a Negotiated Business Outcome ”  )  describes per-
formance negotiation as the ongoing process by which a supervi-
sor and employee arrive at an agreement about the value of an 
employee ’ s contribution to business. He fi rst presents a systemic 
model of the components of performance negotiation. Next, he 
describes a fi ve - step approach to valuing employee performance 
and concludes with a case study that illustrates the process. 

 Stanley Silverman and Wendy Muller ( “ Assessing Performance 
Management Programs and Policies ” ) present a model of six 
assessment points that can be embedded in a comprehensive 
performance management system, and they illustrate the appli-
cation of their assessment model using the case of a hypothetical 
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xx  Introduction

manufacturing company. Throughout the chapter, they provide 
detailed guidance for organizations that seek to assess the impact 
of their performance management system. 

 Nancy Tippins and Susan Coverdale ( “ Performance Management 
of the Future ” ) review current worker and workplace trends that 
are likely to have an effect on performance management programs 
of the future and describe sixteen ways that performance manage-
ment programs will need to be adapted to remain effective. 

 We ( Jim Smither and Manny London,  “ Best Practices in 
Performance Management ” ) conclude by drawing on the insights 
and recommendations of the authors who contributed chapters 
to this book, as well as other research, to develop a sketch of best 
practices in performance management.  
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CHAPTER 1

      AN EXPANDED VIEW 
OF PERFORMANCE 
MANAGEMENT   *            
  Herman Aguinis   

  An Expanded View of Performance Management 
 The purpose of this chapter is to provide an expanded view of the 
performance management process that subsumes the traditional 
I/O psychology performance appraisal literature. It is an expanded 
view in relation to the traditional I/O psychology treatment of 
the topic in fi ve different ways. First, it goes beyond an almost 
exclusive emphasis, some would say almost an obsession, on the 
measurement of performance and includes a consideration of 
what happens before and after performance is measured (that 
is, the role of time and context). Second, although the I/O 

*This research was conducted in part while Herman Aguinis held the Mehalchin 
Term Professorship in Management at the University of Colorado Denver and 
visiting appointments at the University of Salamanca (Spain) and University of 
Puerto Rico. I thank Charles A. Pierce, Manuel London, and Jim W. Smither for 
comments on previous drafts. This chapter includes material from and is based 
on the following book: Aguinis, H. (2009). Performance management (2nd ed.). 
Upper Saddle River, NJ: Pearson Prentice Hall.

Address correspondence to Herman Aguinis, Professor of Organizational 
Behavior and Human Resources and Dean’s Research Professor, Kelley School of 
Business, Indiana University (email: haguinis@indiana.edu).
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2  Performance Management

psychology literature treats the topic as being almost exclusively 
in the industrial psychology domain, this chapter places perfor-
mance management equally in the industrial psychology and orga-
nizational psychology domains (cf. Aguinis  &  Pierce,  2008 ). Third, 
the chapter goes beyond an almost exclusive emphasis on the 
individual level of analysis by considering unit -  and organizational -
 level strategic goals and team performance. Fourth, it goes beyond 
the traditional performance appraisal literature and considers the 
explicit link between performance assessment and administrative 
decisions (for example, allocation of rewards, promotions). Fifth, 
it is an expanded view because it relies on research produced by 
other fi elds such as communication, education, information sys-
tems, international business, marketing, organizational behavior, 
public administration, social psychology, sociology, and business 
strategy. My hope is that this chapter ’ s expanded view of the per-
formance management process will make a contribution toward 
the closing of the science - practice gap in the area of performance 
management.  

  The Science - Practice Divide and 
Performance Management 
 There is a documented gap between research conducted by 
human resource management (HRM) and industrial and orga-
nizational (I/O) psychology academics and the practice of HRM 
and I/O psychology in organizations. For the most part, academics 
conduct research on topics only tangentially relevant to practi-
tioners and, on the other side of the divide, practitioners imple-
ment practices that do not seem to be based on rigorous research 
(Cascio  &  Aguinis, 2008a; Rynes, Colbert,  &  Brown,  2002 ; Rynes, 
Giluk,  &  Brown,  2007 ). Muchinsky ( 2004 ) noted that, unfortu-
nately, researchers, in general, are not  necessarily concerned about 
how their theories, principles, and methods are put into practice 
outside of academic study. In fact, Latham ( 2007 ) recently issued a 
severe warning that  “ We, as applied scientists, exist largely for the 
purpose of communicating knowledge to one another. One might 
shudder if this were also true of another applied science, medi-
cine ”  (p. 1,031). On the other hand, Muchinsky ( 2004 ) noted that 
practitioners, in general, are deeply concerned with matters of 
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implementation. This increasing science - practice schism is partic-
ularly puzzling in the case of I/O psychology because the fi eld was 
created and seems to be predicated fundamentally on the prin-
ciples of the scientist -  practitioner model (Bass,  1974 ; Dunnette, 
 1990 ; McHenry,  2007 ; Murphy  &  Saal,  1990 ; Rupp  &  Beal,  2007 ). 

 The general science - practice gap is particularly evident in the 
area of performance management. Practitioners are interested 
in several issues directly related to performance management, 
including talent management, leadership development, inten-
sifi cation of work as employers try to increase productivity with 
fewer employees, and managing change (Fay,  2006 ; Schramm, 
 2006 ; Schwind,  2007 ). On the other hand, a review by Cascio 
and Aguinis ( 2008a ) showed that the fi ve most popular topics 
published in the  Journal of Applied Psychology  ( JAP) from 2003 
to 2007 are (1) job satisfaction/attitudes/involvement/commit-
ment; (2) work groups/teams; (3) performance appraisal/feed-
back; (4) organizational cultures, climates, policies, citizenship; 
and (5) behavior, prediction of processes, and outcomes. That 
same review found that the fi ve most popular topics published 
in  Personnel Psychology  (PPsych) also between 2003 and 2007 are 
(1) behavior, prediction of processes and outcomes; (2) perfor-
mance appraisal/feedback; (3) psychometrics/testing issues; (4) 
test validity/validation issues; and (5) work groups/teams (Cascio 
 &  Aguinis, 2008a). 

Three conclusions can be drawn from this information. First, 
given that Cascio and Aguinis ( 2008a ) coded the articles pub-
lished in JAP and PPsych using fi fty different categories, the con-
gruence between the two lists of the top fi ve most popular topics 
is remarkable and suggests that these publication trends are 
sound indicators of common, underlying trends in the research 
produced in the fi eld of I/O psychology. Second, a comparison 
of the topics in which practitioners are interested with those in 
which academics are interested shows tangential overlap only. 
While the topic  “ performance appraisal/feedback ”  is included on 
the lists for both journals, the majority of articles address topics 
that are not suffi ciently broad to address practitioner concerns 
about talent management and leadership development, to men-
tion just two. The third conclusion is that practitioners interested 
in implementing sound research - based performance management 
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practices can rely on the research produced by HRM and I/O 
psychology (for example, performance appraisal). However, given 
the tangential overlap between practitioner interests and publica-
tion trends in I/O psychology, there is a need to go beyond HRM 
and I/O psychology into additional fi elds of study. 

 The organization of the chapter is as follows. The fi rst section 
defi nes performance management and describes six key pur-
poses served by performance management systems. The second 
section describes the performance management process. The 
third and fi nal section describes performance management best 
practices. For a more detailed discussion of each of the issues dis-
cussed in this chapter, see Aguinis ( 2009 ).  

  What Is Performance Management? 
 Consider the following situation (Aguinis,  2009 , p. 2):   

 Sally is a sales manager at a large pharmaceutical company. The 
fi scal year will end in one week. She is overwhelmed with end -  
of - the - year tasks, including reviewing the budget she is likely to be 
allocated for the following year, responding to customers ’  phone 
calls, and supervising a group of ten salespeople. It ’ s a very hectic 
time, probably the most hectic time of the year. She receives a 
phone call from the human resources (HR) department:  “ Sally, 
we have not received your performance reviews for your ten 
employees; they are due by the end of the fi scal year. ”  Sally thinks, 
 “ Oh, those performance reviews. . . . What a waste of my time! ”  
From Sally ’ s point of view, there is no value in fi lling out those 
seemingly meaningless forms. She does not see her subordinates 
in action because they are in the fi eld visiting customers most of 
the time. All that she knows about their performance is based on 
sales fi gures, which depend more on the products offered and 
geographic territory covered than the individual effort and 
motivation of each salesperson. And nothing happens in terms 
of rewards, regardless of her ratings. These are lean times in her 
organization, and salary adjustments are based on seniority rather 
than on merit. She has less than three days to turn in her forms. 
What will she do? She decides to follow the path of least resistance: 
to please her employees and give everyone the maximum possible 
rating. In this way, Sally believes the employees will be happy 
with their ratings and she will not have to deal with complaints 
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or follow - up meetings. Sally fi lls out the forms in less than twenty 
minutes and gets back to her  “ real job. ”    

 As is illustrated by this vignette, which describes a situation 
that is painfully familiar to many readers, performance manage-
ment systems are often under - utilized and also misused. In fact, 
in many organizations, poorly implemented performance manage-
ment systems can do more harm than good, as was demonstrated 
by a legal case in the construction industry (FMI Corporation, 
 2000 ). A female employee was promoted several times and suc-
ceeded until she started working under the supervision of a new 
manager. She stated in her lawsuit that, once she was promoted 
and reported to the new manager, that boss ignored her and did 
not give her the same support or opportunities for training that 
her male colleagues received. After eight months of receiving no 
feedback from her manager, she was called into his offi ce, where 
the manager told her that she was failing, resulting in a demo-
tion and a  $ 20,000 reduction in her annual salary. When she won 
her sex - discrimination lawsuit, a jury awarded her  $ 1.2 million in 
emotional distress and economic damages. 

 In addition to an increased risk of litigation, there are several 
other detrimental outcomes of poorly implemented systems, includ-
ing employee burnout and job dissatisfaction, damaged relation-
ships, and increased turnover (Brown  &  Benson,  2005 ; Gabris  &  
Ihrke,  2001 ). In addition, there is a large opportunity cost because 
poorly implemented systems waste time and resources, including 
time and money. 

 Before designing a performance management system, there 
needs to be a clear defi nition of performance management. Per-
formance management is a  “ continuous process of identifying, 
measuring, and developing the performance of individuals and 
teams and aligning performance with the strategic goals of the 
organization ”  (Aguinis,  2009 , p. 3). Note that the key compo-
nents of this defi nition are that this is a continuous process and 
that there is an alignment with strategic goals. If a manager fi lls 
out a form once a year because this is a requirement of the  “ HR 
cops, ”  then this is certainly not a continuous process. Also, evalu-
ating employee performance (that is, performance appraisal) 
without clear considerations of the extent to which an  individual 
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is contributing to unit and organizational performance and 
about how performance will improve in the future is also not 
consistent with this defi nition of performance management. 

  Why Implement a Performance Management System? 

 Performance management systems can serve six important pur-
poses (cf. Cleveland  &  Murphy,  1989 ) (see Exhibit  1.1  for a 
summary).     

Exhibit 1.1  Summary of Six Purposes of a Performance 
Management System.

Strategic: It links the organization’s goals with individual goals, 
thereby reinforcing behaviors consistent with the attainment 
of organizational goals.

Administrative: It is a source of valid and useful information for 
making decisions about employees, including salary adjust-
ments, promotions, employee retention or termination, 
 recognition of superior performance, identifi cation of poor 
performers, layoffs, and merit increases.

Communication: It allows employees to be informed about how 
well they are doing, to receive information on specifi c 
areas that may need improvement, and to learn about the 
 organization’s and the supervisor’s expectations and what 
aspects of work the supervisor believes are most important.

Developmental: It includes feedback, which allows managers to 
coach employees and help them improve performance on an 
ongoing basis.

Organizational maintenance: It yields information about skills, 
abilities, promotional potential, and assignment histories of 
current employees to be used in workforce planning as well 
as assessing future training needs, evaluating performance 
achievements at the organizational level, and evaluating the 
effectiveness of human resource interventions (for example, 
whether employees perform at higher levels after participating 
in a training program).
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   1.    Strategic purpose.  By linking the organization ’ s goals with indi-
vidual goals, the performance management system reinforces 
behaviors consistent with the attainment of organizational 
goals. Moreover, even if for some reason individual goals are 
not achieved, linking individual goals with organizational 
goals serves as a way to communicate what are the most cru-
cial business strategic initiatives. As an illustration of how 
per formance management can serve a strategic purpose, con-
sider the case of Sears Holdings Corporation, the third largest 
  broad - line retailer in the United States ( $ 55 billion in annual 
revenues, about 3,900 retail stores in the United States and 
Canada) and the leading home appliance retailer as well as 
a leader in tools, lawn and garden products, home electron-
ics, and automotive repair and maintenance (Berner,  2005 ). 
Following the merger of Kmart Corp. and Sears, Roebuck  &  
Company, Aylwin B. Lewis was promoted to chief executive 
and tasked with a strategic culture change initiative in hopes 
of reinvigorating the struggling retail company. A strategic 
objective is to move from an inward focus to a customer ser-
vice approach. A second key objective is to bring about an 
entrepreneurial spirit whereby store managers strive for fi nan-
cial literacy and are challenged to identify opportunities for 
greater profi ts. Several aspects of the performance manage-
ment system are now being used to achieve these strategic 
objectives. For example, employee duties and objectives are 
being revised so that employees will spend less time in back 
rooms and more time interacting with customers to facili-
tate purchases and understand customer needs. In addition, 
leadership communication with employees and face - to - face 
interaction are being encouraged. Lewis spends three days per 
week in stores with employees and frequently quizzes manag-
ers on their knowledge, such as asking about profi t margins 
for a given department. The greatest compliment employees 

Documentation: It yields data that can be used to assess the 
 predictive accuracy of newly proposed selection  instruments 
as well as important administrative decisions. This 
 information can be especially useful in the case of litigation.
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receive is to be referred to as  “ commercial ”  or someone who 
can identify opportunities for profi ts. All Sears headquarters 
employees are also required to spend a day working in a store, 
which many had never done before. Executive management 
has identifi ed fi ve hundred employees, considered potential 
leaders, who are given training and development opportu-
nities specifi cally aimed at cultural and strategic changes. In 
sum, the performance management system at Sears is used as 
a strategic tool to change Sears ’  culture because senior man-
agement views encouraging key desired behaviors as critical to 
the company ’ s success in the marketplace.  

   2.    Administrative purpose . Performance management systems are a 
source of valid and useful information for making  administra-
tive decisions  about employees. Such administrative decisions 
include salary adjustments, promotions, employee retention or 
termination, recognition of superior individual performance, 
identifi cation of poor performers, layoffs, and merit increases. 
In other words, the implementation of reward systems based 
on information provided by the performance management 
system falls within the administrative purpose. If an organiza-
tion does not have a good performance management system 
in place, administrative decisions are more likely to be based 
on personal preferences, politics, and otherwise biased deci-
sions. Having a good system in place is particularly relevant for 
the implementation of contingent pay (CP) plans, also called 
 pay - for - performance . CP means that individuals are rewarded 
based on how well they perform on the job. Thus, employees 
receive increases in pay based wholly or partly on job perfor-
mance. Originally, CP plans were used only for top manage-
ment. Gradually, the use of CP plans has extended to sales jobs. 
Currently, CP plans are pervasive, and more than 70 percent 
of workers in the United States and the United Kingdom 
(Baty,  2006 ) are employed by organizations implementing 
some type of variable play plan. Many of these organizations 
tie variable pay (for example, bonus, commission, cash award, 
lump sum) directly to performance. CP plans are becoming 
popular worldwide (Milliman, Nason, Zhu,  &  De Cieri,  2002 ), 
which highlights the important administrative purpose of per-
formance management systems.  
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   3.    Communication purpose . A performance management system can 
be an excellent  communication device . Employees are informed 
about how well they are doing and receive information on 
specifi c areas that may need to be improved. Also, related to 
the strategic purpose described above, performance manage-
ment systems are a conduit to communicate the organization ’ s 
and the supervisor ’ s expectations and what aspects of work the 
supervisor believes are most important.  

   4.    Developmental purpose . Feedback is an important component of a 
well - implemented performance management system. Managers 
can use feedback to coach employees and improve perfor-
mance on an ongoing basis. This feedback allows for the iden-
tifi cation of strengths and weaknesses as well as the causes for 
performance defi ciencies (which could be due to individual, 
group, or contextual factors). Of course, feedback is useful 
only to the extent that remedial action is taken and concrete 
steps are implemented to remedy any defi ciencies (Aguinis  &  
Kraiger, 2009). Another aspect of the developmental purpose is 
that employees receive information about themselves that can 
help them individualize their career paths. Thus, the develop-
mental purpose refers to both short - term and long - term aspects 
of development.  

   5.    Organizational maintenance purpose . An important  component 
of any workforce planning effort is the talent inventory, which 
is information on current resources (for example, skills, abili-
ties, promotional potential, and assignment histories of cur-
rent employees). Performance management systems are the 
primary means through which accurate talent inventories can 
be assembled. Other organizational maintenance purposes 
served by performance management systems include assess-
ing future training needs, evaluating performance achieve-
ments at the organizational level, and evaluating the 
 effectiveness of HRM interventions (for example, whether 
employees perform at higher levels after participating in a 
training program). None of these activities can be conducted 
effectively in the absence of a good performance manage-
ment system.  

   6.    Documentation purpose . Performance data can be used to assess 
the predictive accuracy of newly proposed selection instruments 
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(Cascio  &  Aguinis,  2008b ). For example, a newly developed test 
of computer literacy can be administered to all administrative 
personnel. Scores on the test can then be paired with scores 
collected through the performance management system. If 
scores on the test and on the performance measure are corre-
lated, then the test can be used with future applicants for the 
administrative positions. Second, performance management 
systems allow for the documentation of important administra-
tive decisions. This information can be especially useful in the 
case of litigation.      

  As noted earlier, many performance management systems 
are under - utilized and, hence, do not serve all of these six 
purposes. For example, results of a survey of industrial and 
organizational psychologists working in human resources 
departments in more than one hundred different organi-
zations indicated that the two most frequent purposes are 
administrative (salary decisions) and developmental (to iden-
tify employees ’  weaknesses and strengths) (Cleveland  &  
Murphy,  1989 ). There is much to gain if organizations are 
able to use their performance management systems for all 
six purposes. This would have an important impact on orga-
nizations as well as possibly entire countries, given the per-
vasiveness of performance management systems worldwide. 
For example, a recent survey of almost 1,000 HRM profes-
sionals revealed that 96 percent of Australian companies cur-
rently implement some type of performance management 
system (Nankervis  &  Compton,  2006 ). Similarly, results of 
a survey of 278 organizations, about two - thirds of which are 
multinational corporations, from fi fteen different countries, 
indicated that about 91 percent of organizations implement 
a formal performance management system (Cascio,  2006 ). 
Moreover, organizations with formal and systematic perfor-
mance management systems are 51 percent more likely to 
perform better than the other organizations in the sample 
regarding fi nancial outcomes and 41 percent more likely to 
perform better than the other organizations in the sample 
regarding other outcomes, including customer satisfaction, 
employee retention, and other important metrics.     
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  Maximizing the Purposes Served by Performance 
Management: Illustration 

 There are numerous examples of organizations that implement 
performance management systems that allow them to accom-
plish the multiple objectives described above. Consider the case 
of SELCO Credit Union in Eugene, Oregon, a not - for - profi t con-
sumer cooperative that was established in 1936 (Fandray,  2001 ). 
SELCO ’ s eight branches serve nearly eighty thousand mem-
bers. SELCO offers many of the same services offered by other 
banks, including personal checking and savings accounts, loans, 
and credit cards. Recently, SELCO scrapped an old performance 
appraisal system and replaced it with a new multipurpose and 
more effective performance management system. First, the timing 
of the new system is now aligned with the business cycle, instead of
the employee ’ s date of hire, to ensure that business needs are 
aligned with individual goals. This alignment serves both strategic 
and informational purposes. Second, managers are given a pool 
of money that they can work with to award bonuses and raises as 
needed, which is more effective than the complex set of matrices 
that had been in place to calculate bonuses. This improved the way 
in which the system is used for allocating rewards and therefore 
serves an administrative purpose. Third, managers are required 
to have regular conversations with their employees about their 
performance and make note of any problems that arise. This 
gives the employees a clear sense of areas in which they need 
improvement and also provides documentation if disciplinary 
action is needed. This component serves both informational and 
documentation purposes. Finally, the time that was previously 
spent fi lling out complicated matrices and forms is now spent 
talking with the employees about how they can improve their per-
formance, allowing for progress on an ongoing basis. This serves 
a developmental purpose. 

 Many organizations may have a so - called performance man-
agement system, but this may be a performance appraisal at best 
and an administrative hurdle imposed by the HR department at 
worst. So it is not suffi cient to have any type of performance man-
agement system, but one should have one that serves as many of 
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the six purposes described above as possible. The next section 
addresses a performance management process that allows orga-
nizations to maximize the benefi ts of their system.   

  Performance Management Process 
 As noted earlier, performance management is a continuous process. 
However, when a system is fi rst implemented, the process follows 
the following stages (Aguinis,  2009 ; Grote,  1996 ): (1) pre - requisites, 
(2) performance planning, (3) performance execution, (4) perfor-
mance assessment, (5) performance review, and (6) performance 
renewal and recontracting. Each of these stages is described next. 
The fl ow of the performance management process is depicted 
graphically in Figure  1.1 .   

  Stage 1: Prerequisites 

 There are two important prerequisites that are needed before 
a performance management system is implemented: (1) knowl-
edge of the organization ’ s mission and strategic goals and (2) 
knowledge of the job in question. If there is a lack of clarity 
regarding where the organization wants to go, or the relationship 
between the organization ’ s mission and strategies and each of its 
unit ’ s mission and strategies is not clear, there will be a lack of 
clarity regarding what each employee needs to do and achieve to 
help the organization get there. An organization ’ s mission and 
strategic goals are a result of strategic planning, which allows an 
organization to clearly defi ne its purpose or reason for existing, 
where it wants to be in the future, the goals it wants to achieve, 
and the strategies it will use to attain these goals. Once the goals 
for the entire organization have been established, similar goals cas-
cade downward, with departments setting objectives to support 

Figure 1.1 Flow of the Performance Management Process.
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the organization ’ s overall mission and objectives. The cascading 
continues downward until each employee has a set of goals com-
patible with those of his or her unit and the organization. 

 As an example, Exhibit  1.2  shows how the Key Bank of Utah 
successfully developed a performance management system that 

Exhibit 1.2  Cascading of Goals from the Organizational to the 
Departmental and Individual Level at Key Bank of Utah.

Organizational Level

 Mission statement: The mission of the corporation is to  operate 
as a high-performing fi nancial institution providing a wide 
range of profi table, competitive, and superior fi nancial 
 services in our market.

 Goals: To attract and retain an outstanding staff who are 
highly motivated and productive and who vigorously pursue 
 revenue-generating and cost-reduction strategies.

 Strategy: Critically review our existing branches and 
 departments to ensure that all branches are consistent in 
their goals, strategies, and profi t objectives.

Departmental Level

 Mission (department level): We will increase the knowledge, 
management skills, and decision-making abilities of our 
branch managers so that we will minimize losses and other 
operating expenses while maximizing the profi tability of our 
branching systems.

Individual (Supervisor) Level

 Position description for HR manager : Administers a 
 comprehensive human resources program in the division to 
ensure the expertise, effectiveness, motivation, and depth 
(including providing appropriate management succession) 
to the  division’s staff members.

Individual (Employee) Level

 Individual performance: Information on various responsibilities, 
standards expected, goals to be reached, and actions to be 
taken to improve performance in the future.

•

•

•

•

•

•
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is aligned with the strategic plan of the organization (Addams  &  
Embley,  1988 ). To do this, the bank fi rst involved managers at 
all hierarchical levels to develop an organization mission state-
ment. Next, they developed goals and strategies that would help 
achieve Key Bank ’ s mission. The mission statement, goals, and 
strategies at the organizational level served as the foundation for 
 developing the strategies for individual departments and units. 
To develop these, senior managers met with each department 
manager to discuss the organization ’ s goals and strategies and to 
explain the importance of having similar items in place in each 
department. Subsequently, each of the departmental managers 
met with his or her employees to develop a department mission 
statement and goals. One important premise in this exercise was 
that each department ’ s mission statement and objectives had to be 
aligned with the corporate mission statement, goals, and strategies. 
After organizational and departmental goals and strategies were 
aligned, managers and employees reviewed individual job descrip-
tions. Each job description was tailored so that individual job respon-
sibilities were clear and contributed to meeting the department ’ s and 
the organization ’ s objectives. Involving  employees in this process 
helped them to gain a clear understanding of how their perfor-
mance affected the department and, in turn, the organization.   

 The second important prerequisite before a performance man-
agement system is implemented is to understand the job in ques-
tion. This is done through job analysis. Job analysis is a process 
of determining the key components of a particular job, includ-
ing activities, tasks, products, services, and processes. There are 
numerous types of job analytic tools, including some that focus on 
specifi c personality traits needed for various positions (Aguinis, 
Mazurkiewicz,  &  Heggestad,  2009 ). A job analysis is a fundamen-
tal prerequisite of any performance management system. Without 
a job analysis, it is diffi cult to understand what constitutes the 
required duties for a particular job. If we don ’ t know what an 
employee is supposed to do on the job, we won ’ t know what needs 
to be evaluated and how to do so.  

  Stage 2: Performance Planning 

 The performance planning stage has the goal for employees to have 
a thorough knowledge of the performance management system. 
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In fact, at the beginning of each performance cycle, the supervisor 
and the employee meet to discuss, and agree on, what needs to be 
done and how it should be done. This performance planning dis-
cussion includes a consideration of (1) results, (2), behaviors, and 
(3) development plan. 

  Results . Results refer to what needs to be done or the out-
comes an employee must produce. A consideration of results 
needs to include the key accountabilities, or broad areas of a 
job for which the employee is responsible for producing results. 
A discussion of results also includes specifi c objectives that the 
employee will achieve as part of each accountability. Objectives 
are statements of important and measurable outcomes. Finally, 
discussing results also means discussing performance standards. 
A performance standard is a yardstick used to evaluate how well 
employees have achieved each objective. Performance standards 
provide information about acceptable and unacceptable perfor-
mance (for example, quality, quantity, cost, and time). Consider 
the job of university professor. Two key accountabilities are (1) 
teaching (preparation and delivery of instructional materials to 
students) and (2) research (creation and dissemination of new 
knowledge). An objective for teaching could be  “ to obtain a 
student evaluation of teaching performance of 3 on a 4 - point 
scale. ”  An objective for research could be  “ to publish two articles 
in scholarly refereed journals per year. ”  Performance standards 
could be  “ to obtain a student evaluation of teaching performance 
of at least 2 on a 4 - point scale ”  and  “ to publish at least one article in 
scholarly refereed journals per year. ”  Thus, the objective is the 
desired level of performance, whereas the standard is usually a 
minimum acceptable level of performance. 

  Behaviors . Although it is important to measure results, an exclu-
sive emphasis on results can give an incomplete picture of employee 
performance. This is particularly true today because, in contrast to 
the hierarchical organization chart of the 20th -  century organiza-
tion, the 21st - century organization is far more likely to look like a 
web: a fl at, intricately woven form that links partners, employees, 
external contractors, suppliers, and customers in various collabora-
tions (Cascio  &  Aguinis,  2008b ). Accordingly, for some jobs it may 
be diffi cult to establish precise objectives and standards. For other 
jobs, employees may have control over how they do their jobs, but 
not over the results of their behaviors. For example, the sales fi gures 
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of a salesperson could be affected more by the assigned sales terri-
tory than by the salesperson ’ s ability and performance. Behaviors, 
or how a job is done, thus constitute an important component of 
the planning phase. This is probably why, in addition to sales fi g-
ures, salespeople like to be appraised on such behavioral criteria as 
communications skills and product knowledge (Pettijohn, Parker, 
Pettijohn,  &  Kent,  2001 ). 

 A consideration of behaviors includes discussing competen-
cies, which are measurable clusters of knowledge, skills, and atti-
tudes (KSAs) that are critical in determining how results will be 
achieved (cf. Shippmann et al.,  2000 ). Examples of competencies 
are customer service, written or oral communication, creative 
thinking, and dependability. Returning to the example of the pro-
fessor, assume that teaching is done online and that numerous 
technology - related problems exist, so that the resulting teaching 
evaluations are defi cient (that is, lower than the standard of 2). 
This is an example of a situation in which behaviors should be 
given more importance than results. In this situation, the evalu-
ation could include competencies such as online communication 
skills (for example, in the chat room). 

  Development plan . An important step before the review cycle 
begins is for the supervisor and employee to agree on a develop-
ment plan. At a minimum, this plan should include identifying 
areas that need improvement and setting goals to be achieved 
in each area. Development plans usually include both results 
and behaviors. Achieving the goals stated in the development 
plan allows employees to keep abreast of changes in their fi eld 
or profession. Such plans highlight an employee ’ s strengths and 
the areas in need of development, and they provide an action 
plan to improve in areas of weaknesses and further develop 
areas of strength (Reyna  &  Sims,  1995 ). In a nutshell, personal 
development plans allow employees to answer the following 
questions: 

   How can I continually learn and grow in the next year?  
   How can I do better in the future?  
   How can I avoid performance problems faced in the past?    

•
•
•
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 Information to be used in designing development plans comes 
from the appraisal form. Specifi cally, a development plan can be 
designed based on each of the performance dimensions evalu-
ated. For example, if the performance dimension  “ communica-
tion ”  is rated as substandard, this area would be targeted by the 
development plan. In addition, however, development plans focus 
on the knowledge and skills needed for more long - term career 
aspirations. In addition to improved performance, the inclusion 
of development plans and, in more general terms, the identifi -
cation of employee strengths and weaknesses as part of the per-
formance management system have another important benefi t: 
employees are more likely to be satisfi ed with the system (Boswell  &  
Boudreau,  2000 ). 

 The direct supervisor or line manager has an important role 
in the creation and completion of the employee ’ s development 
plan. This active role will help the supervisor understand the 
process from the employee ’ s perspective, anticipate potential 
roadblocks and defensive attitudes, and create a plan in a collab-
orative fashion (Dunning,  2004 ). First, the supervisor needs to 
explain what would be required for the employee to achieve the 
desired performance level, including the steps that an employee 
must take to improve performance. This information needs 
to be provided together with information on the probability of 
success if the employee completes the suggested steps. Second, 
the supervisor has a primary role in referring the employee to 
appropriate development activities that can assist the employee 
in achieving her goals. This includes helping the employee select 
a mentor, appropriate reading resources, courses, and so forth. 
Third, the supervisor reviews and makes suggestions about the 
development objectives. Specifi cally, the supervisor helps assure 
the goals are achievable, specifi c, and doable. Fourth, the supervi-
sor has primary responsibility for checking on the employee ’ s prog-
ress toward achieving the development goals. For example, the 
supervisor can remind the employee of due dates and revise goals 
if needed. Finally, the supervisor needs to provide reinforcements 
so the employee will be motivated to achieve the development 
goals. Reinforcements can be extrinsic and include rewards such 
as bonuses and additional benefi ts, but reinforcements can also 
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include the  assignment of more challenging and interesting work 
that takes advantage of the new skills learned. 

 Supervisors themselves need to be motivated to perform func-
tions that will support the employees ’  completion of their develop-
ment objectives. For this to happen, supervisors must be rewarded 
for doing a good job in helping their employees develop. Consider 
how this is done at KLA - Tencor Corporation, one of the world ’ s 
top ten manufacturers of semiconductor equipment (Ellis,  2003 ). 
At KLA - Tencor, between 10 and 30 percent of supervisors ’  bonus 
pay is directly tied to employee development. Employee develop-
ment is measured in terms of employee training and certifi cation 
levels. Managers are given at least quarterly updates on the sta-
tus of their staff development. In addition, employees themselves 
are rewarded for engaging in development activities. In fact, only 
employees with up - to - date training and certifi cation levels are eli-
gible for bonuses. Thus, employee development is successful at 
KLA - Tencor because both employees and managers are directly 
rewarded for employee development. After several years of imple-
menting these practices, employee development has become the 
norm and is part of KLA - Tencor ’ s culture. 

 As an example of the implementation of development plans, 
consider the case of General Mills (Ellis,  2004 ), where individual 
development plans (IDPs) are promoted strongly throughout 
the company. The Minneapolis, Minnesota - based General Mills is 
an international foods company. Some of the best - known brands 
include Pillsbury, Cheerios, Green Giant, and Yoplait. The for-
mally written IDPs are completed annually, but the expectation 
is for ongoing conversations between managers and employees, 
focusing not only on competencies that are well developed and 
those that are in need of improvement, but also on employees ’  
career aspirations. The company ’ s IDP season promotes the 
process for employees by hosting speakers, offering web - based 
learning tools, and holding workshops for employees and man-
agers to get the most out of the process. Some of these sessions 
are specifi cally tailored to different kinds of positions within the 
company with different needs in the development process. Also, 
the IDP is kept separate from the annual performance appraisal, 
as the belief is that development planning cannot be suffi ciently 
addressed in the context of appraisal. 
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 Finally, a tool that has become popular in helping  employees, 
particularly those in supervisory roles, improve performance by 
gathering information from different groups is the 360 - degree 
feedback system (Morgeson, Mumford,  &  Campion,  2005 ). These 
systems are called 360 - degree systems because information is gath-
ered from individuals all around the employee. Specifi cally, infor-
mation on what performance dimensions could be impro ved is 
gathered from superiors, peers, customers, and subordinates. This 
information is usually collected anonymously to minimize rating 
infl ation. Employees also rate themselves on the various perfor-
mance dimensions and compare self - perceptions with the infor-
mation provided by others. A gap analysis is conducted to examine 
the areas for which there are large discrepancies between self -
 perceptions and the perceptions of others. A 360 - degree feedback 
system report usually includes information on dimensions for 
which there is agreement that further development is needed. This 
information is used to create a development plan. Implementing 
a 360 - degree feedback system should not be a one - time - only event. 
The system should be in place and data collected over time on an 
ongoing basis. The implementation of ongoing 360 - degree feed-
back systems is sometimes labeled a 720 - degree feedback system, 
referring to the fact that the collection of 360 - degree data takes 
place at least twice. In short, administering the system only once 
will not be as benefi cial as administering the system repeatedly. 

 Once the prerequisites are met and the planning phase has 
been completed, we are ready to begin the implementation of the 
performance management system. This includes performance 
execution, assessment, review, and renewal and recontracting.  

  Stage 3: Performance Execution 

 Once the review cycle begins, the employee strives to produce 
the results and display the behaviors agreed on earlier as well 
as to work on development needs. The employee has primary 
responsibility and ownership of this process. Employee partici-
pation does not begin at the performance execution stage, how-
ever. As noted earlier, employees need to have active input in the 
development of the job descriptions, performance standards, 
and the creation of the rating form. In addition, at later stages, 
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employees are active participants in the evaluation process in 
that they provide a self - assessment and the performance review 
interview is a two - way communication process. 

 Although the employee has primary responsibilities for 
perfor mance execution, the supervisor also needs to do his or 
her share of the work. Supervisors have primary responsibility 
over the following issues: 

    Observation and documentation.  Supervisors must observe and 
document performance on a daily basis. It is important to 
keep track of examples of both good and poor performance.  

    Updates . As the organization ’ s goals may change, it is  important 
to update and revise initial objectives,  standards, and key 
accountabilities (in the case of results) and  competency areas 
(in the case of behaviors).  

    Feedback . Feedback on progression toward goals and  coaching 
to improve performance should be provided on a regular 
basis, and certainly before the review cycle is over.  

    Resources . Supervisors should provide employees with resources 
and opportunities to participate in development activities. 
Thus, they should encourage (and sponsor)  participation in 
training, classes, and special assignments. Overall, supervisors 
have a responsibility to ensure that the employee has the nec-
essary supplies and funding to perform the job properly.  

    Reinforcement . Supervisors must let employees know that 
their outstanding performance is noticed by reinforcing 
 effective behaviors and progress toward goals. Also, supervi-
sors should provide feedback regarding negative performance 
and how to remedy the observed problem. Observation and 
 communication are not suffi cient. Performance problems 
must be diagnosed early, and appropriate steps must be taken 
as soon as the problem is discovered.    

 As an example of this shared responsibility in an actual orga-
nization, consider the case of Lockheed Martin Corporation, an 
advanced technology company that was formed in March 1995 
with the merger of two of the world ’ s premier technology com-
panies: Lockheed Corporation and Martin Marietta Corporation. 
Lockheed Martin has approximately 140,000 employees  worldwide 
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( The Baltimore Sun ,  2003 ). They are engaged in the research, 
design, development, manufacture, and integration of advanced 
technology systems, products, and services. Lockheed Martin ’ s 
performance management system includes the active participa-
tion of both employees and their supervisors. Specifi cally, employ-
ees write their own performance management objectives based 
on organization and unit objectives. Then, managers approve the 
objectives and are encouraged to give ongoing feedback about 
the progress toward meeting the objectives. The actual perfor-
mance appraisal form is an electronic, one - page computer screen. 
The program was designed to  “ involve employees in setting their 
own goals, to make those goals clear, and to provide regular feed-
back on their progress toward achieving those goals. ”  

 What determines whether an employee is performing well or 
not? A combination of three factors allows some people to per-
form at higher levels than others: (1) declarative knowledge, (2) 
procedural knowledge, and (3) motivation. Declarative knowl-
edge is information about facts and things, including informa-
tion regarding a given task ’ s requirements, labels, principles, and 
goals. Procedural knowledge is a combination of knowing what to 
do and how to do it and includes cognitive, physical, perceptual, 
motor, and interpersonal skills. Motivation involves three types of 
choice behaviors: (1) choice to expend effort (for example,  “ I will 
go to work today ” ), (2) choice of level of effort (for example, 
 “ I will put in my best effort at work ”  versus  “ I will not try very 
hard ” ), and (3) choice to persist in the expenditure of that level 
of effort (for example,  “ I will give up after a little while ”  versus  “ I will 
persist no matter what ” ). 

 Because performance is affected by the combined effect of 
three different factors, managers must fi nd information that will 
allow them to understand whether the source of the problem is 
declarative knowledge, procedural knowledge, motivation, or 
some combination of these three factors. If an employee lacks 
motivation but the manager believes the source of the problem is 
declarative knowledge, the manager may send the employee to a 
company - sponsored training program so that he can acquire the 
knowledge that is presumably lacking. On the other hand, if moti-
vation is the problem, then the implementation of some type of 
CP plan may be a good intervention. This is why performance 

c01.indd   21c01.indd   21 7/1/09   10:46:09 AM7/1/09   10:46:09 AM



22  Performance Management

management systems need not only to measure performance but 
also to provide information about the source of any performance 
defi ciencies, which is done in the performance assessment stage.  

  Stage 4: Performance Assessment 

 In the assessment phase, both the employee and the manager are 
responsible for evaluating the extent to which the desired behav-
iors have been displayed, and whether the desired results have 
been achieved. Although many sources can be used to collect 
performance information (for example, peers or subordinates), 
in most cases the direct supervisor provides the information. This 
also includes an evaluation of the extent to which the goals stated 
in the development plan have been achieved. This is the stage 
of the performance management process that has received the 
greatest attention from I/O psychology researchers (Aguinis  &  
Pierce,  2008 ; Bennett, Lance,  &  Woehr,  2006 ). 

 It is important that both the employee and the manager take 
ownership of the assessment process. The manager fi lls out his or 
her appraisal form, and the employee should also fi ll out his 
or her form. The fact that both parties are involved in the assess-
ment provides good information to be used in the review phase. 
When both the employee and the supervisor are active partici-
pants in the evaluation process, there is a greater likelihood that 
the information will be used productively in the future. Speci-
fi cally, the inclusion of self - ratings helps emphasize possible 
discrepancies between self - views and the views that important 
others (that is, supervisors) have. It is the discrepancy between 
these two views that is most likely to trigger development efforts, 
particularly when feedback from the supervisor is more negative 
than are employee self - evaluations. 

 The inclusion of self - appraisals is also benefi cial regarding 
impor tant additional factors. Self - appraisals can reduce an employ-
ee ’ s defensiveness during an appraisal meeting and increase the 
employee ’ s satisfaction with the performance management sys-
tem, as well as enhance perceptions of accuracy and fairness and 
therefore acceptance of the system (Shore, Adams,  &  Tashchian, 
 1998 ). 
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 As an illustration, consider the case of ENSR, a full - service glo-
bal provider of environmental and energy development services 
to industry and government (LaChance,  2006 ). ENSR ’ s two thou-
sand professionals provide clients with consulting, engi neering, 
remediation, and related services from more than seventy world-
wide locations, including forty - fi ve in the United States. ENSR has 
created and utilizes a scorecard with six categories that are directly 
linked to its fi ve - year vision: health and safety, employee engage-
ment, client loyalty, cost management, profi tability, and revenue 
growth. This information is used in the company ’ s evaluation of 
current performance for individuals and groups with a scorecard 
that shows current performance against  “ average ”  internal perfor-
mance and  “ top 25 percent performance. ”  Managers are expected 
to utilize the scorecard in discussions about performance and to 
discuss the relationship between the metrics and the directives 
and initiatives from senior management. The scorecard is a tool 
used to motivate employees to achieve top performance and to 
provide a clear link between each individual and team activity 
to the strategic objectives of the organization. In summary, ENSR 
utilizes a balanced scorecard tool to assist managers in assessing 
and reviewing performance and ensuring a close link to the objec-
tives of the organization.  

  Stage 5: Performance Review 

 The performance review stage involves the meeting between the 
employee and the manager to review their assessments. This 
meeting is usually called the appraisal meeting or discussion. 
The appraisal meeting is important because it provides a formal 
setting in which the employee receives feedback on his or her 
performance. In spite of its importance in performance manage-
ment, the appraisal meeting is often regarded as the  “ Achilles ’  
heel of the entire process ”  (Kikoski,  1999 ). This is because many 
managers are uncomfortable providing performance feedback, 
particularly when performance is defi cient (Ghorpade  &  Chen, 
 1995 ). This high level of discomfort, which often translates into 
anxiety and the avoidance of the appraisal interview, can be miti-
gated through training those responsible for providing feedback. 
Providing feedback in an effective manner is extremely  important 
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because it leads not only to performance improvement but also 
to employee satisfaction with the system. For example, a study 
involving more than two hundred teachers in Malaysia, includ-
ing individuals with distinct Chinese, Malay, and Indian cultural 
backgrounds, found that when they received effective feedback, 
they reported greater satisfaction with the system, even when they 
received low performance ratings (Rahman,  2006 ). At this point, 
however, let ’ s emphasize that people are apprehensive about both 
receiving and giving performance information, and this apprehen-
sion reinforces the importance of a formal performance review as 
part of any performance management system. For example, Jack 
Welch, former CEO of GE, has addressed this issue in many of his 
public appearances since he retired. At an appearance in front of 
an audience of about two thousand managers, he asked them if 
their organizations had integrity (Rogers,  2006 ). As was expected, 
a vast majority of managers, about 95 percent, raised their hands. 
Then he asked the same audience if their organization ’ s leaders 
provide subordinates with honest and straightforward perfor-
mance feedback. Only about 5 percent of the people raised 
their hands. Avoiding giving negative feedback is very dangerous 
because it conveys the message that  mediocrity is acceptable and 
damages the morale of the top performers. 

 In most cases, the appraisal meeting is regarded as a review 
of the past, that is, what was done (results) and how it was done 
(behaviors). For example, a survey including more than 150 orga-
nizations in Scotland showed that performance management sys-
tems in more than 80 percent of organizations emphasize the 
past (Soltani,  2003 ). However, the appraisal meeting should also 
include a discussion of the employee ’ s development progress as 
well as plans for the future. The conversation should include a 
discussion of goals and development plans that the employee will 
be expected to achieve over the period before the next review 
session. In addition, a good appraisal meeting includes infor-
mation on what new compensation, if any, the employee may 
be receiving as a result of his or her performance. In short, the 
appraisal discussion focuses on the past (what has been done and 
how), the present (what compensation is received or denied as a 
result), and the future (goals to be attained before the upcoming 
review session). 
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 In general, Grossman and Parkinson ( 2002 ) offer the follow-
ing six recommendations for conducting effective performance 
reviews: 

   1.   Identify what the employee has done well and poorly by cit-
ing specifi c positive and negative behaviors.  

   2.   Solicit feedback from your employee about these behaviors. 
Listen for reactions and explanations.  

   3.   Discuss the implications of changing, or not changing, the 
behaviors. Positive feedback is best, but an employee must 
be made aware of what will happen if any poor performance 
continues.  

   4.   Explain to the employee how skills used in past achievements 
can help him or her overcome any current performance 
problems.  

   5.   Agree on an action plan. Encourage the employee to invest 
in improving his or her performance by asking questions 
such as  “ What ideas do you have for _____  ? ”  and  “ What sug-
gestions do you have for   _____? ”   

   6.   Set up a meeting to follow up and agree on the behaviors, 
actions, and attitudes to be evaluated.     

  Stage 6: Performance Renewal and Recontracting 

 The fi nal stage in the performance process is renewal and recon-
tracting. Essentially, this is identical to the performance planning 
component. The main difference is that the renewal and recon-
tracting stage uses the insights and information gained from the 
other phases. For example, some of the goals may have been set 
unrealistically high given an unexpected economic downturn. 
This would lead to setting less ambitious goals for the upcoming 
review period. 

 The performance management process includes a cycle that 
starts with prerequisites and ends with performance renewal and 
recontracting. The cycle is not over after the renewal and recon-
tracting stage. In fact, the process starts all over again: there 
needs to be a discussion of prerequisites, including the organi-
zation ’ s mission and strategic goals and the job ’ s KSAs. Because 
markets change, customers ’  preferences and needs change, and 
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products change, there is a need to continuously monitor the 
prerequisites so that performance planning, and all the sub-
sequent stages, are consistent with the organization ’ s strategic 
objectives. Recall that, in the end, one of the main goals of any 
performance management system is to promote the achievement 
of organization - wide goals. Obviously, if managers and employ-
ees are not aware of these strategic goals, it is unlikely that the 
performance management system will be instrumental in accom-
plishing the strategic goals.  

  Additional Issues to Consider Regarding Team 
Performance 

 A team is in place when two or more people interact dynami-
cally and interdependently and share a common and valued 
goal, objective, or mission (Reilly  &  McGourty,  1998 ). Examples 
of teams range from a group of top managers working together 
face - to - face on an ongoing basis with the goal of achieving cor-
porate goals to a group of programmers in India and the United 
States writing programming code that eventually will be put 
together as one software program. Teams do not have to be per-
manent, and team members do not have to be in the same geo-
graphical location. In fact, team members do not need to have 
ever met in person to be members of the same team. As long as 
they work together, need each other, and share common goals, they 
are considered to be members of the same team. Numerous orga-
nizations are structured around teams, including teams called 
autonomous work groups, process teams, and self - managing work 
teams (Scott  &  Einstein,  2001 ). 

 Organizations that choose to include a team component in 
their performance management system must provide answers to 
the following questions: 

   1.   How do we assess relative individual contribution? How do we 
know the extent to which particular individuals have contrib-
uted to team results? How much has one member  contributed 
in relation to the other members? Are there any slackers or 
free - riders on the team? Is everyone contributing to the same 
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extent, or are some members covering up for the lack of con-
tribution of others?  

   2.   How do we balance individual and team performance? How 
can we motivate team members so that they support a col-
lective mission and collective goals? In addition, how do we 
motivate team members to be accountable and responsible 
individually? In other words, how do we achieve a good bal-
ance between measuring and rewarding individuals in rela-
tion to team performance?  

   3.   How do we identify individual and team measures of perfor-
mance? How can we identify measures of performance that 
indicate individual performance versus measures of perfor-
mance that indicate team performance? Where does individ-
ual performance end and team performance begin? Finally, 
based on these measures, how do we allocate rewards to indi-
viduals versus teams?    

 We can use the same six stages described earlier and include 
team performance by following these six basic principles (Salas, 
Burke,  &  Fowlkes,  2006 ): 

   1.    Make sure your team is really a team . As noted above, there are 
different types of teams. Before a team component is intro-
duced in the performance management system, we need to 
make sure the organization has actual teams.  

   2.    Make the investment to measure.  Measuring team performance, 
as is the case with measuring individual performance, takes 
time and effort. The organization must be ready to make this 
investment for the measures to yield useful data.  

   3.    Defi ne measurement goals clearly . Defi ning how the data will be 
used (for example, administrative versus developmental pur-
poses, or both) is a decision that must be taken before mea-
sures of team performance are designed. As is the case with 
individual - level data and discussed throughout the book, 
there are different variables that must be taken into account 
in relationship to the measures ’  purpose (for example, what 
will be the sources of data, how data will be collected, and 
so forth).  
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   4.    Use a multi - method approach to measurement.  The measurement 
of team performance is complex. Thus, multiple methods 
and sources of data are often necessary.  

   5.    Focus on process as well as outcomes . Behavioral/process - oriented 
measures as well as results are as useful for individual as for 
team performance management systems. Thus, serious con-
sideration must be given to how both types of measures will 
be used within the context of managing team performance.  

   6.    Measure long - term changes . Although short - term processes and 
results are easier to measure, it is important to also consider 
long - term measures of performance. Team performance must 
be sampled over a variety of contexts and also over time.    

 Consider each of the stages of the performance management 
process shown in Figure  1.1  and how they can be modifi ed to 
accommodate a team component. First, regarding  prerequisites, 
in addition to considering the team as a whole, we need to iden-
tify KSAs that will allow individuals to make a positive contri-
bution to the team. These include not only KSAs related directly 
to the task at hand, such as a programmer who needs to have 
knowledge of the programming language. These are KSAs that 
are especially conducive to team performance, such as commu-
nication, decision making, collaboration, team leadership, and 
self - control (Cheng, Dainty,  &  Moore,  2005 ; Reilly  &  McGourty, 
 1998 ; Rousseau, Aub é ,  &  Savoie,  2006 ). Regarding performance 
planning, this stage must include team - level considerations. 
Specifi cally, results expected of the team, behaviors expected 
of team members, and developmental objectives to be achieved 
by the team and its members. Regarding performance execu-
tion, team members need to be committed to goal achievement 
and should take a proactive role in seeking feedback from one 
another as well as from the supervisor (if there is one). In terms 
of performance assessment, all team members must evaluate one 
another ’ s performance as well as the performance of the team 
overall. In addition, the supervisor evaluates the performance of 
each team member as well as that of the team as a whole. Finally, 
members from other teams also evaluate the performance of the 
team. This would apply only if members of other teams have fi rst-
hand experience with the performance of the team in question. 
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It is important to emphasize that three types of performance need 
to be assessed: (1) individual performance regarding task perfor-
mance, which refers to the specifi c activities required by one ’ s 
individual job, such as a programmer ’ s ability write quality code; 
(2) individual performance regarding contextual performance, 
which refers to specifi c activities that contribute to team perfor-
mance, such as team members cooperating with each other; and 
(3) team performance as a whole. Regarding the performance 
review, at least two meetings are needed. First, the super visor meets 
with all members of the team together. The focus of this meeting 
is to discuss overall team performance, including results achieved 
by the team as a whole. Information for this meeting comes from 
team members evaluating their collective performance, other teams 
evaluating the team in question, and the supervisor ’ s evaluation. 
Second, the supervisor meets with each team member individually. 
The focus of this meeting is to discuss how the  individual ’ s behav-
iors contributed to team performance. Information for this meet-
ing comes from individuals evaluating their own performance, peer 
ratings of the individual ’ s performance, and the supervisor ’ s evalu-
ation. Finally, the performance renewal and recontracting stage 
is identical to the performance planning stage; however, perfor-
mance renewal and recontracting uses information gathered dur-
ing the review period to make adjustments as needed. For example, 
some new key accountabilities and competencies may be included. 
Conversely, some goals may have to be adjusted either upward or 
downward. 

 In short, including team performance as part of the perfor-
mance management system involves the same basic components 
that are included in individual performance. An important dif-
ference is that, in addition to individual performance, the system 
includes individual performance as it affects the functioning of 
the team, as well as the performance of the team as a whole.   

  Performance Management Best Practices 
 What do we know about performance management best prac-
tices? What are the features of a performance management system 
that are likely to produce good results in terms of individual, team, 
and organizational performance? The following characteristics are 

c01.indd   29c01.indd   29 7/1/09   10:46:11 AM7/1/09   10:46:11 AM



30  Performance Management

likely to allow a performance management system to be successful, 
and several of the chapters in this book describe these features in 
detail. Note that practical constraints may not allow for the imple-
mentation of all these features. The reality is that performance 
management systems are seldom implemented in an ideal way 
(McAdam, Hazlett,  &  Casey,  2005 ). For example, there may not be 
suffi cient funds to deliver training to all people involved, supervi-
sors may have biases in how they provide performance ratings, or 
people may be just too busy to pay attention to a new organiza-
tional initiative that requires their time and attention. However, 
as scientist - practitioners, we should strive to place a check mark 
next to each of these characteristics: the more features that are 
checked, the more likely it will be that the system will live up to its 
promise.   

    Strategic congruence . The system should be congruent with the 
unit and organization ’ s strategy. In other words, individual 
goals must be aligned with unit and organizational goals.  

    Thoroughness . The system should be thorough regarding 
four dimensions. First, all employees should be evaluated 
(including managers). Second, all major job responsibili-
ties should be evaluated (including behaviors and results). 
Third, the evaluation should include performance spanning 
the entire review period, not just the few weeks or months 
before the review. Finally, feedback should be given on posi-
tive performance aspects as well as those that are in need of 
improvement.  

    Practicality . Systems that are too expensive, time - consuming, 
and convoluted will obviously not be effective. Good, easy -
 to - use systems (for example, performance data are entered 
via user - friendly software) are available for managers to help 
them make decisions. Finally, the benefi ts of using the system 
(for example, increased performance and job satisfaction) 
must be seen as outweighing the costs (for example, time, 
effort, expense).  

    Meaningfulness . The system must be meaningful in several 
ways. First, the standards and evaluations conducted for each 
job function must be considered important and relevant. 
Second, performance assessment must emphasize only those 
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functions that are under the control of the employee. For 
example, there is no point in letting an employee know he 
or she needs to increase the speed of service delivery when 
the supplier does not get the product to him or her on time. 
Third, evaluations must take place at regular intervals and 
at appropriate moments. Because one formal evaluation 
per year is usually not suffi cient, informal quarterly reviews 
are recommended. Fourth, the system should provide for 
the continuing skill development of evaluators. Finally, the 
results should be used for important administrative deci-
sions. People will not pay attention to a system that has no 
 consequences in terms of outcomes that they value.  

    Specifi city . A good system should be specifi c: it should provide 
detailed and concrete guidance to employees about what is 
expected of them and how they can meet these expectations.  

    Identifi cation of effective and ineffective performance.  The perfor-
mance management system should provide  information that 
allows for the identifi cation of effective and  ineffective per-
formance. That is, the system should allow for distinguish-
ing between effective and ineffective  behaviors and results, 
thereby also allowing for the  identifi cation of emplo yees dis-
playing various levels of performance  effectiveness. In terms 
of decision making, a system that  classifi es or ranks all levels 
of performance, and all  employees, similarly is useless.  

    Reliability . A good system should include measures of perfor-
mance that are consistent and free of error. For example, if 
two supervisors provided ratings of the same employee and 
performance dimensions, ratings should be similar.  

    Validity . The measures of performance should also be valid. In 
this context, validity refers to the fact that the measures include 
all relevant performance facets and do not include irrelevant 
performance facets. In other words, measures are relevant 
(include all critical performance facets), not  defi cient (do not 
leave any important aspects out), and are not contaminated (do 
not include factors outside of the  control of the employee or 
factors unrelated to performance). In short, measures include 
what is important and do not assess what is not important and 
outside of the control of the employee. For example, the gon-
dolieri in the City of Venice (Italy) have had a performance 

•

•

•

•

c01.indd   31c01.indd   31 7/1/09   10:46:12 AM7/1/09   10:46:12 AM



32  Performance Management

management system for about one thousand years ( Johnston, 
 2005 ). Among other relevant performance dimensions, older 
versions of the performance management system required 
gondolieri to demonstrate their level of rowing skills and their 
ability to transport people and goods safely. These are clearly 
relevant dimensions. However, the system was contaminated 
because it included the following requirement:  “ Every brother 
shall be obliged to confess twice a year, or at least once and if 
after a warning, he remains impenitent, he shall be expelled . . . 
[from the gondolieri guild]. ”   

    Acceptability and fairness . A good system is acceptable and is 
perceived as fair by all participants. Perceptions of fairness are 
subjective, and the only way to know whether a system is seen 
as fair is to ask the participants. We can ask about distribu-
tive justice, which includes perceptions of the performance 
evaluation received relative to the work performed, and per-
ceptions of the rewards received relative to the  evaluation 
received, particularly when the system is implemented across 
countries. For example, differences in perceptions may be 
found in comparing employees from more  individualistic 
(for example, the United States) to more collectivistic (for 
example, Korea) cultures (Chang  &  Hahn,  2006 ). If a discrep-
ancy is perceived between work and evaluation or between 
evaluation and rewards, then the system is likely to be seen as 
unfair. In addition, we can ask about  procedural justice, which 
includes perceptions of the  procedures used to determine 
the ratings as well as the  procedures used to link ratings with 
rewards. Because a good system is inherently discriminatory, 
some  employees will receive ratings that are lower than those 
received by other employees. However, we should strive to 
develop  systems that are regarded as fair from both distribu-
tive and  procedural perspectives because each type of justice 
 perception leads to different outcomes. For example, a per-
ception that the system is not fair from a distributive point of 
view is likely to lead to a poor relationship between employee 
and  supervisor and lowered  satisfaction of the employee with 
the  supervisor. On the other hand, a perception that the 
 system is unfair from a procedural point of view is likely to lead 
to decreased employee commitment toward the  organization 
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and increased intentions to leave (Erdorgan, 2002). One way 
to improve both distributive and procedural justice is to set 
clear rules that are applied consistently by all supervisors.  

    Inclusiveness . Good systems include input from multiple 
sources on an ongoing basis. First, the evaluation  process must 
represent the concerns of all the people who will be affected 
by the outcome. Consequently, employees must  participate in 
the process of creating the system by  providing input regard-
ing what behaviors or results will be  measured and how. 
Second, input about employee  performance should be gath-
ered from the employees themselves before the appraisal 
meeting (Cawley, Keeping,  &  Levy,  1998 ). In short, all partici-
pants must be given a voice in the process of  designing and 
implementing the system. Such  inclusive  systems are likely 
to lead to more successful systems,  including less employee 
resistance, improved performance, and fewer legal challenges 
(Elicker, Levy,  &  Hall,  2006 ).  

    Openness . Good systems have no secrets. First,  performance is 
evaluated frequently and performance feedback is  provided 
on an ongoing basis. Therefore, employees are  continually 
informed of the quality of their performance. Second, the 
appraisal meeting consists of a two - way  communication  process 
during which information is exchanged, not  delivered from 
the supervisor to the employee without his or her input. Third, 
standards should be clear and  communicated on an ongoing 
basis. Finally, communications are  factual, open, and honest.  

    Correctability . The process of assigning ratings should minimize 
subjective aspects; however, it is virtually impossible to create a 
system that is completely objective because human judgment 
is an important component of the evaluation process. When 
employees perceive an error has been made, there should 
be a mechanism through which this error can be corrected. 
Establishing an appeals process, through which employees 
can challenge what may be unjust decisions, is an important 
aspect of a good performance management system.  

    Standardization . Good systems are standardized. This means 
that performance is evaluated consistently across people and 
time. To achieve this goal, the ongoing training of the indi-
viduals in charge of appraisals, usually managers, is a must.  

•

•

•

•

c01.indd   33c01.indd   33 7/1/09   10:46:13 AM7/1/09   10:46:13 AM



34  Performance Management

    Ethicality . Good systems comply with ethical standards. Opera-
tionally, this means that the supervisor suppresses his or her 
personal self - interest in providing evaluations. In  addition, the 
supervisor evaluates only performance dimensions for which 
she has suffi cient information, and the privacy of the employee 
is respected (cf. Eddy, Stone,  &  Stone - Romero,  1999 ).    

 How do we know whether the performance management system 
is working? First, before implementing the system  organization - wide, 
it is a good idea to pilot - test it because we can identify potential 
problems and glitches and we can take corrective action before the 
system is put in place. Pilot - testing consists of implementing 
the entire system, including all of its components, but only with 
a select group of people. Results are not recorded in employees ’  
records. Instead, the goal is that the people participating in the 
pilot - test provide feedback on any possible problems and on how 
to improve the system. 

 For example, the pilot - test may reveal that the system was not 
as inclusive as originally intended and that only employees at 
or above a certain hierarchical position had participated in the 
process of designing the performance measurement instruments. 
Consequently, some employees felt that the system was not fair 
and that important performance dimensions were left out. So 
the system was not considered adequate regarding the inclusive-
ness, acceptability and fairness, and validity criteria. In short, the 
pilot - test provides useful information that allows for a fi ne -  tuning 
of the system before it is implemented organization - wide. In this 
particular example, the instruments would be revised giving a voice 
to all employees. 

 When the testing period is over and the performance man-
agement system has been implemented organization - wide, it is 
important to use clear measurements to monitor and evaluate the 
system. In a nutshell, a decision needs to be made about how to 
evaluate the system ’ s effectiveness, how to evaluate the extent
to which the system is being implemented as planned, and how to 
evaluate the extent to which it is producing the intended results. 
As an example, the United States federal government takes the 
evaluation of performance management systems very seriously 
(Mulvaney, Zwahr,  &  Baranowski,  2006 ). Since the early 1990s, 
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several laws have been passed that mandate federal agencies to 
develop a strategic plan, a performance plan, and a performance 
report. Although these initiatives concern agencies and not indi-
viduals, ultimately the performance of any agency depends on 
the performance of the individuals working in that unit. The net 
result of such laws as the Government Performance and Results 
Act is an increase in accountability and funding allocation based 
on performance. Thus, federal agencies are required to evaluate 
the relative effi ciency of their various management techniques, 
including performance management systems. 

 Evaluation data should include reactions to the system and 
assessments of the system ’ s operational and technical require-
ments. For example, a confi dential survey could be administered 
to all employees asking about perceptions and attitudes about 
the system. This survey can be administered during the initial 
stages of implementation and then at the end of the fi rst review 
cycle to fi nd out whether there have been any changes. In addi-
tion, regarding the system ’ s results, one can assess performance 
ratings over time to see what positive effects the implementation 
of the system is having. Finally, interviews can be conducted with 
key stakeholders, including managers and employees who have 
been involved in developing and implementing the performance 
management system (Harper  &  Vilkinas,  2005 ). 

 Several additional measures can be used on a regular basis to 
monitor and evaluate the system: 

    Number of individuals evaluated . One of the most basic meas-
ures is to assess the number of employees who are actually 
participating in the system. If performance  evaluations have 
not been completed for some employees, we need to fi nd 
out who they are and why a performance review has not been 
completed.  

    Distribution of performance ratings.  An indicator of quality of the 
performance assessments is whether all or most scores are too 
high, too low, or clumped around the center of the  distribution. 
This may indicate intentional errors such as  leniency, severity, 
and central tendency. Distributions of  performance ratings can 
be broken down by unit and  supervisor to determine whether 
any trends exist regarding rating distortion and whether these 
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distortions are localized in particular units. Note that there may 
be exceptional units in which most employees are outstanding 
performers and units in which most employees are poor per-
formers. This is the exception to the rule, however, and such 
distributions usually indicate intentional errors on the part of 
raters.  

    Quality of information.  Another indicator of quality of the per-
formance assessments is the quality of the  information pro-
vided in the open - ended sections of the forms. For example, 
how much did the rater write? What is the  relevance of the 
examples provided?  

    Quality of performance discussion meeting . A confi dential  survey 
can be distributed to all employees on a regular basis to gather 
information about how the supervisor is  managing the per-
formance discussion meetings. For example, is the feedback 
useful? Has the supervisor made resources  available so the 
employee can accomplish the development plan  objectives? 
How relevant was the performance review  discussion to one ’ s 
job? To what degree have development objectives and plans 
been discussed?  

    System satisfaction.  A confi dential survey could also be distrib-
uted to assess the perceptions of the system ’ s users, both 
raters and ratees. This survey can include questions about 
 satisfaction with equity, usefulness, and accuracy.  

    Overall cost/benefi t ratio . A fairly simple way to address the per-
ceived overall impact of the system is to ask participants to 
rate the overall cost/benefi t ratio for the performance man-
agement system. This is a type of bottom - line question that 
can provide convincing evidence for the overall worth of the 
system. This perceived cost/benefi t ratio question can be 
asked in reference to an individual (employee or manager), 
her job, and her organizational unit. Note that the  perceived 
cost/benefi t ratio may not be the same as the actual cost/
benefi t ratio. However, as is the case with most  organizational 
interventions involving people (Farmer  &  Aguinis,  2005 ), per-
ceptions are crucial because they will determine the amount 
of support and resources to be  allocated to the intervention.  

    Unit - level and organization - level performance . Another indicator 
that the system is working well is provided by the  measurement 
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of unit -  and organization - level  performance. Such perfor-
mance indicators might be customer  satisfaction with spe-
cifi c units and indicators of the fi nancial  performance of the 
various units or the organization as a whole. We need to be 
aware that it may take some time for changes in individual 
and group performance level to be translated into unit -  and 
organization - level results. We should not expect results as 
soon as the system is implemented;  however, we should start 
to see some tangible results at the unit level a few months 
after the system is in place.     

  Conclusion 
 In today ’ s globalized, fast - paced, and interconnected world, it is 
relatively easy to gain access to the competition ’ s technology and 
products. Thanks to the Internet and the accompanying high 
speed of communications, technological and product differen-
tiation is no longer a key competitive advantage in most indus-
tries. For example, most banks offer the same types of products 
(for example, different types of savings accounts and investment 
opportunities). If a particular bank decides to offer a new prod-
uct or service (for example, online banking), it will not be long 
until the competitors offer precisely the same product. As noted 
by James Kelley, performance management project leader at 
Idaho Power,  “ Technology is a facilitator, but not a guarantor, of 
effectiveness of effi ciency of a company ’ s workforce ”  (Generating 
buzz,  2006 ). 

 Organizations with motivated and talented employees offer-
ing outstanding service to customers are likely to pull ahead of 
the competition, even if the products offered are similar to those 
offered by the competitors. Customers want to get the right 
answer at the right time and they want to receive their products 
and services promptly and accurately. Only people can make 
these things happen and produce a sustainable competitive advan-
tage. Performance management systems are key tools that can be 
used to transform people ’ s talent and motivation into a strategic 
business advantage. Unfortunately, although 96 percent of HRM 
professionals report that performance management is their num-
ber one concern, fewer than 12 percent of HR executives and 
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 technology managers believe that their organizations have aligned 
strategic organizational priorities with employee performance 
(Workforce performance is top HR priority,  2005 ). Researchers in 
the fi elds of HRM and I/O psychology have the tools and skills to 
produce knowledge that will help improve the implementation of 
performance management systems (Aguinis  &  Pierce,  2008 ). To 
do so, however, we fi rst need to expand our view of performance 
management so we go beyond performance appraisal and place 
PM within the broader organizational context. Also, we need to 
integrate PM with other HRM functions (for example, staffi ng, 
training, compensation, and succession planning) and conduct 
research on issues of concern to practitioners (Aguinis  &  Pierce, 
 2008 ). Such research has great potential in terms of closing the 
much discussed science - practice gap (Cascio  &  Aguinis,  2008a ).      
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CHAPTER 2

      ALIGNING PERFORMANCE 
MANAGEMENT WITH 
ORGANIZATIONAL 
STRATEGY, VALUES, 
AND GOALS  *            
  William A. Schiemann  

*I am much indebted to my entire research team, in particular Emily Smith, who 
provided stellar research assistance for this chapter. Other important support was 
provided by Cristina Matos, Bret Weinshank, Colette Tarsan, and Peter Tobia, with-
out whose input, challenges, and editing this chapter would not have been possible. 

 In the 1970s, alignment was a major concern for me and thou-
sands of drivers escaping for a weekend in Tijuana, Mexico. The 
road to Tijuana was pocked by hundreds of potholes that could 
swallow whole tires, leaving only two strategies: drive excruciatingly 
slowly while maneuvering circuitously around this moonscape, or 
step on the gas and hope to  “ hydroplane ”  over the impediments. 
Neither really worked, as evidenced by a plethora of auto align-
ment and body shops that dotted the entrance to Tijuana. 

 In the past two decades, the concept of  “ alignment ”  has taken 
off with fi ts and starts, much of the initial rally propelled by the 
quality movement of the 1980s and 1990s. Organizations like Volvo, 
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American Express, Federal Express, WD - 40 Company (WD - 40), 
UPS, CIT, Caterpillar, and others have devoted  considerable energy 
to ensure that there is alignment between their organizational 
visions on one hand, and important organizational outcomes such 
as employee productivity, retention and customer satisfaction on the 
other. And to ensure this, the leaders focus on a host of factors —
 organizational communications, balanced scorecards, employee 
goal setting and feedback, managing the right competencies and 
rewards, and achieving employee behaviors that give them an edge 
in strategy execution. 

 What is this phenomenon of alignment that seems to be so 
important to these and hundreds of other major organizations 
across the globe? And how does it help propel them to successful 
results? These questions will be the focus of this chapter, which 
addresses the strategic connection of performance management 
systems to organizational strategy and goals.  

  Alignment and Performance Management 
 So what is  “ alignment, ”  and how is it related to performance? There 
have been many different defi nitions of alignment. Nadler and 
Tushman ( 1997 ) and their colleagues were among early proponents 
of what they called organizational congruence, extending some of 
the early work by Katz and Kahn ( 1966 ) showing the theoretical 
importance of the connections of organizational inputs, through-
puts, and outputs into a cohesive framework for managing over-
all organizational performance. Nadler and Tushman say,  “ Other 
things being equal, the greater the total degree of congruence, or 
fi t, among various components, the more effective the organization 
will be, ”  or essentially  “ the degree to which strategy, work, people, 
structure, and culture are smoothly aligned will determine the 
organization ’ s ability to compete and succeed. ”  Harold Leavitt at 
Stanford (Leavitt,  1965 ) and Jay Galbraith at MIT (Galbraith,  1977 ) 
were pursuing similar models of organizations that suggested there 
must be a good fi t of various organizational components for the 
organization to be successful. 
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 This early foundational thinking spawned other work such 
as that of Beer and his colleagues on organizational fi t ( 1999 ), 
Kaplan and Norton on the balanced scorecard ( 1996 ), and 
Schiemann and Lingle on strategic alignment and performance 
measurement ( 1999 ). For example, Kaplan and Norton ( 1996 ) 
introduced the con cept of the balanced scorecard in the 1990s 
to help show the importance and need to balance four differ-
ent organizational elements: fi nancial, external (for example, 
customers), internal learning, and operations. Schiemann and 
Lingle ( 1999 ) extended that thinking further by adding two 
additional scorecard elements (people and environment) and a 
way to connect the elements of the model in a cause - effect value 
chain (or value map). This was followed similarly by Kaplan and 
Norton with a related mapping model (2004). An example of 
the value mapping model will be illustrated later in the chapter. 
While holistic, many organizational applications of these models 
have focused on using the strategic scorecard (and/or strategy 
map) as a focal point for connecting business or functional goals 
to unit, team, or individual goals. 

 Another important use of the concept of alignment is with 
respect to the connectedness of interdependent business 
processes and work groups, often referred to as  “ horizontal align-
ment. ”  Much of this work sprang out of the quality movement 
and process re - engineering. It frequently addresses the extent 
to which work units are effectively connected with each other to 
deliver high - value products or services to customers. Just as with 
the automobile, high alignment means less organizational wob-
ble or drag. 

 For purposes of this chapter, alignment is defi ned as  the extent 
to which employees are similarly connected to or have a consistent line 
of sight to the vision and direction of the organization and its custom-
ers, often encapsulated within its current strategy . This would include 
three elements (see Figure  2.1 ): (1) the line of sight of employ-
ees ’  behaviors and results with unit, department, and overall 
organizational goals; (2) the line of sight to customers ’  needs and 
expectations; and (3) behaviors that are in sync with the organi-
zation ’ s brand.    
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  How Important Is Alignment? 
 In order to understand alignment most broadly, I examined pub-
lished and unpublished research, the practices of some purport-
edly stellar organizations, and published accounts of alignment 
in action. To better understand the practitioner viewpoint, I 
also interviewed over forty executives from a variety of indus-
tries, geographies, and senior roles (for example, CEOs, COOs, 
CHROs, and VPs of learning) to obtain their viewpoints on align-
ment, ranging from the critical success factors to what works and 
doesn ’ t work in practice. 

 While none of the senior executives I interviewed and 
researched regarding alignment thought it was easy, they all 
described its importance in various ways. GE assumes alignment 
as a prerequisite for success. Robert Nardelli, in speaking to the 
Executive Club of Chicago while he was CEO of Home Depot, 
said that alignment was his core responsibility, and he went on 
to explain that this responsibility extended to the alignment of 
strategy, values, customers, employees, and communities. Valerie 
Norton, the former fi rst vice president of talent management for 
New  York Life, said that it is hard to set a learning agenda if you 

Figure 2.1 Alignment.

Alignment

Goals/Values Policies Brand Customer

•  Understand company
    goals and strategy
•  Understand department
    goals and fit
•  Understand how my job
    supports strategy
•  Low vs. high value
    activities
•  Clear priorities
•  Aligned accountabilities
•  Aligned performance
    metrics

•  Understand brand
    promise
•  Organization living
    brand promise
•  Resources/decisions
    consistent with brand
    promise?

•  Understand customer
    expectations
•  Performance linked to
    customer
•  Adaptability to
    customer/market
    changes
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don ’ t have clear goals and an understanding of the competencies 
required to support them. At FedEx, alignment is viewed as criti-
cal to attracting the best employees at all levels of the company. 
 “ We fi nd that we ’ ve got to treat our employees as customers, ”  said 
Bill Margaritis, senior vice president of global communications at 
FedEx (Pellet,  2008 ). 

 Alignment is not just an issue for large corporations. For exam-
ple, in the fewer than four hundred employee company WD - 40, 
CEO Garry Ridge, says  “ Having people aligned with your vision 
and strategy is imperative. ”  Henry S. Givray, chairman and CEO of 
SmithBucklin Corporation, the world ’ s largest association manage-
ment and professional services fi rm, stated that the most impor-
tant alignment involves cultural values:  “ If people share the same 
values, their organization can pursue any strategy successfully. ”  
Connie Rank - Smith, VP of HR for Jewelers Mutual Insurance 
Company, told me that  “ Alignment is crucial regardless of fi rm 
size. ”  At the time, they had about 185 employees. 

 Are these wishful views from the top? Do they have any research 
support? In our search for sound research in this area, we did not 
fi nd many controlled studies. However, the research and case 
examples that we did fi nd strongly supported the connection of 
alignment to important business and personal outcomes. 

 For example, in a climate study conducted by Six Seconds Insti-
tute for Organizational Performance, Pomeroy ( 2005 ) reports 
that research scientist Fiedeldey - Van Dijk found that 47 percent 
of the difference between low and high customer service scores 
is predicted by alignment, accountability, and collaboration. For 
retention, 43 percent of the difference in low versus high reten-
tion is predicted by alignment, leadership, and collaboration 
(Pomeroy,  2005 ). 

 A study of an Australian apparel fi rm (Kantabutra,  2007 ) found 
that organizational alignment was a clear factor in driving cus-
tomer and employee satisfaction. Communication of the vision, 
coupled with employee empowerment, were important factors in 
creating employee satisfaction and a direct correlate of customer 
satisfaction. 

 Jack in the Box, the 40,000� employee quick - serve restau-
rant group, found that alignment was signifi cantly correlated 
(.38) with people ’ s intention to leave (a good predictor of actual 
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turnover), and that, in turn, was signifi cantly correlated (.33 and 
.38, respectively) with sales and profi t. Even more impressive 
were the connections of alignment with employees ’  discretionary 
effort (.75). And discretionary effort, despite other intervening 
variables, such as market differences, was signifi cantly correlated 
(.36 and .44, respectively) with sales and profi t. 

 In a study the Metrus Group conducted among fi fty - six hospitals, 
alignment was signifi cantly correlated (.23) with EBITDA (earn-
ing before interest, taxes, depreciation, and  amortization). And 
in another study conducted by Metrus (Kostman  &  Schiemann, 
 2005 ) with the American Society of Quality that included approxi-
mately two thousand organizations, the authors found that, of the 
fi rms that were in the top quartile on alignment, 64 percent were 
in the top third in fi nancial performance, compared to the bottom 
alignment quartile, of which only 41 percent were in the top one -
 third in fi nancial performance. 

 Another way to look at alignment is in terms of the negative 
consequences of being misaligned. The list below summarizes a 
range of consequences of low alignment from theory, practice, 
research, and interviews with senior leaders. 

   The Business Impact of Low Alignment 

   Confusing brand promise  
   Many urgent but not important activities  
   Non - competitive costs due to low productivity resulting from 
misdirected activities or talent  

   Burnout — working hard, but not smart  
   Overstaffi ng, to compensate for time lost on low - value 
activities  

   Slow strategy execution  
   Low teamwork; high confl ict across interdependent units  
   Talent loss  
   Low customer satisfaction/loyalty    

 When alignment is low, there are many cited effects on employ-
ees, employers, and customers. One of the most insidious out-
comes of low alignment is wasted time and energy. When individuals 

•
•
•

•
•

•
•
•
•
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(or teams or units) are not well aligned with the vision, organiza-
tional goals, or what customers need and want, extra energy is 
required to reach the goals because time is often diverted to low -  
or no - value - added activities. This not only reduces the impact on 
results, but is also frustrating to the individuals (or teams) involved 
because they may feel that their efforts are not creating success —
 either a lack of accomplishment or that they are struggling to hit 
key goals after expending considerable effort. This often creates 
stress (related to work - life balance; perceptions of time wasted) and 
other dysfunctional outcomes, ranging from poor performance to 
turnover. 

 In fact, LifeCare Inc. found that the single biggest  barrier to 
on - the - job productivity last year was being  “ overloaded ”  with work, 
according to a majority of workers polled by them (Leading pro-
ductivity killers . . .   , 2008): 39 percent of all workers said they sim-
ply did not have enough time to accomplish all of their assigned 
tasks. This overload is certainly a misalignment of goal expectations 
with employees ’  perceived ability to accomplish those objectives 
and/or a lack of clarity about job expectations, which 12 percent 
of their polled workers reported. 

 Furthermore, a survey by Watson Wyatt found that 48 percent 
of U.S. employers say stress caused by working long hours is 
affecting business performance. It can also harm retention rates. 
According to Watson Wyatt ( 2007/2008a ), stress is the most fre-
quently cited reason U.S. workers give for why they would leave 
a company; 40 percent cite it as one of their top reasons, but 
employers don ’ t list stress among the fi ve most common reasons 
they think workers leave (Watson Wyatt,  2007/2008b ). 

 Hence, there is strong evidence that alignment can drive good 
or bad performance, and to listen to most of the leaders inter-
viewed, it is a key factor for success, which raises the question: 
What drives high alignment?  

  What Drives Alignment? 
 Based on the literature review, case studies, and interviews with 
senior practitioners, we have identifi ed seven important success 
factors that distinguish effectively aligned organizations. For each 
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success factor, I will share what was learned from a combination 
of published research, practitioner experience, identifi ed best 
practices, and available survey research data. Because of the pro-
prietary nature of many survey research practices, I will draw on a 
large database from the Metrus Group, which contains questions 
related to alignment and performance management. The seven 
drivers of high alignment include: 

   1.   A clear, agreed - on vision and strategy  
   2.   Translation of the vision and strategy into clear, understand-

able goals and measures  
   3.   Acceptance, or passion for, the vision, strategy, goals among 

those who are implementing them  
   4.   Clarity regarding individual roles and requirements in sup-

porting the strategic goals — and the extent to which these 
have been effectively cascaded and interlinked across the 
organization  

   5.   Suffi cient capabilities (talent, information, and resources) to 
deliver the behaviors needed to reach the goals  

   6.   Clear, timely feedback on goal attainment and the drivers of 
those goals  

   7.   Meaningful incentives to encourage employees to develop or 
deploy suffi cient capabilities to achieve the goals    

 Furthermore, there was considerable evidence from a variety 
of sources that culture is also an important overall ingredient in 
the alignment recipe. Because of its more general infl uence, I will 
address culture after addressing the seven more specifi c drivers. 

 One interesting discovery is that these elements do not appear 
to be compensatory, although I did not fi nd any strong research 
studies that focused on all of these elements. But from a logi-
cal standpoint, it is hard to imagine that excelling on feedback 
alone, for example, yet not understanding the strategy, will help 
drive performance (except perhaps in the wrong direction). 
In an informal study we conducted over a series of Conference 
Board audiences (mostly VPs and directors) regarding the above 
elements, we found that each of the individual success factors was 
not very predictive of managers ’  ratings of how well their employ-
ees understood their business strategies (see Figure  2.2 ).   
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 But interestingly, when we look at the  cumulative  agreements 
that their organizations did a good job of each of the above ele-
ments, we could accurately account for their ratings of employ-
ees ’  understanding of their business strategy. For example, while 
many of the success factors (for example, agreed - on strategy and 
rewards linked to performance) were present in one - quarter to 
two - thirds of the respondents, only 14 percent of organizations 
reported that their employees had a good understanding of their 
strategy and direction. So we looked at the cumulative knock-
out effect, and it helped to explain this fi nding. For example, if 
only two - thirds of VPs and directors said their senior leadership 
teams agreed on the business strategy, we took that as an upper 
limit for how many organizations could have employees who 
then understand the strategy. Of those organizations with senior 
agreement, which of those had done a good job of translating it 
to measurable objectives, of cascading it, of setting clear goals, of 
rewarding employees and so forth? When you look at it that way, 
only 11 percent of the organizations have all of the above factors 
working for them to create a clear line of sight from employees 
to the strategy. This number is quite close to the 14 percent who 

*The percentages represent the cumulative agreement of raters for each element 
and for the ones above that element.

7525 500 100

Company Has Agreed-On Strategy

51%
Strategic Measures or a

Balanced Scorecard

37%Linked to Business, Functions

33%With Targets

24%
Linked to Individual Account-

abilities and Capabilities

11%Linked to Rewards

14%
Employees Understand

Their Role in Business Strategy

65%

Figure 2.2 Why Strategies and Behavior Disconnect: 
Percentage of Rater Agreement.*
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reported that their employees really understand the strategy and 
its implications for them. 

 With that said, we did not conclude that the remaining 90 
percent or so were fl ying totally blind. Jerry Seibert, the direc-
tor of assessment for Metrus Group, reports that across 100� 
companies in Metrus Group ’ s current database, approximately 
two - thirds of employees believe they receive clear direction from 
senior leaders — interestingly, this is the same percentage that 
we found of VPs and directors who believed that senior leaders 
actually have an agreed - on strategy —  “ with some organizations 
having only one - third of employees who report understanding 
it. ”  He adds that understanding of goals appears stronger the 
closer you go to the employee ’ s unit or department, with typi-
cally four - fi fths of employees reporting understanding of their 
department goals. 

 The question is whether the local goals and knowledge are 
highly aligned with senior leadership or not. In many cases, goals 
are set based on past performance expectations, reactions to mar-
ket and management demands, or a  “ best try ”  basis. But that is a far 
cry from truly understanding and engaging in the organization ’ s 
future mission. In our interviews, we have heard too many man-
agers lament that their people are  “ working hard but not smart, ”  
sadly in a context of concerns about suffi cient future talent. 

 We concluded from this and other cases that these seven driv-
ers must be part of an integrative package, as cases such as WD - 40, 
GE and SmithBucklin (to be discussed later) have demonstrated. 

 Let ’ s take a look at each of these success factors: 

  1. A Clear, Agreed - On Vision and Strategy 

 While this may seem self - evident, reality suggests that it isn ’ t. 
Despite its discussed importance, there is often little agreement 
on what vision is and how it should be formulated. Vision is fre-
quently confused with or combined with mission, goals, strat-
egy, values, and organizational philosophy (Kantabutra,  2007 ). 
Our research with over fi ve hundred VPs and directors from 
Conference Board audiences suggests that nearly one - third of 
organizations (reported by VPs and above) do not have a clearly 
agreed - on strategy.1 How can this be the case? 
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 The reality, based on our interview results, is that many organi-
zations have multiple strategies lodged in the minds of different 
executives. For example, a number of years ago I was asked by 
the CEO of a major media giant to assess how well his executives 
were executing their new strategy. Sadly, I had to report back that 
I had heard eleven different strategies articulated — and there 
were only fourteen members on the senior leadership team! 

 While some organizations do not have a strategy, the more 
insidious problem is that strategy often means different things, 
depending on which seat you occupy at the executive table. As 
one interviewed leader said,  “ If they are not on the same page, 
the ripple effect throughout the organization is enormous. ”  If top 
management is not in agreement on the strategy and goals, then 
alignment throughout the organization is not possible. 

 How does this happen? In addition to the problem of compet-
ing strategies, our interviews and case histories also reveal that 
part of the confusion stems from the way in which strategy is 
addressed at the top level. One retired fi nancial services execu-
tive put it succinctly,  “ The leadership team agrees on broad stra-
tegic principles at the 50,000 - foot level, but often fails to drill 
down to the level at which real tradeoffs need to be made. ”  

 In our strategic advisory work, for example, we have seen many 
leadership groups endorsing statements such as  “ We will be the 
most admired brand ”  or  “ We will be the most customer intimate, ”  
but then fail to drill down to the level at which resource tradeoffs 
and tactical priorities occur. Does customer intimacy mean that 
the company will forego some less customer - intimate, but more 
cost - effective, processes? Does  “ most admired ”  mean by custom-
ers, employees, communities, Wall Street, or all of the above? And 
how will that be operationalized? The failure to effectively drill 
down far enough results in functional silos defi ning their own 
strategies that are aligned in name but not necessarily in meaning.  

  2. Translation of the Vision and Strategy into Clear, 
Understandable Goals and Measures 

 While agreement is a necessary fi rst step, a great vision or strat-
egy that is locked in the CEO ’ s drawer is not likely to have much 
impact on behaviors or impact on customers or competitors. 
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That is exactly what we found when we interviewed leaders for 
a global cement company. Members of the leadership team 
described a clandestine meeting in the Pocono Mountains at 
which the strategy was revealed by the CEO. Despite having little 
input to the strategy, team members were expected to go out and 
execute it. Only one small problem. They needed great memo-
ries because after the get - away meeting, the strategy was liter-
ally locked in the CEO ’ s drawer. When we confronted the CEO 
about this, he pulled out the key, opened the drawer, and held 
up the strategy, proudly refuting our challenge that his company 
might not have one. He bellowed,  “ We have a great strategy, but 
we cannot let anyone see it. ”  We asked why, and he spouted,  “ If 
employees know, the unions will know it, and then our competi-
tors will know it. ”  When we asked him how it would be effectively 
executed if people — especially his top team — did not understand 
it, he replied,  “ I have divided elements of it on a  ‘ need to know ’  
basis. ”  This approach hardly ensures that the entire team is row-
ing in the same direction. 

 The employees of this company are not alone. According to 
Ventana Research (Smith,  2008 ), only about half (52 percent) of 
companies do a good job of aligning departmental plans with over-
arching corporate goals. The  “ keep them in the dark ”  approach 
also fl ies in the face of increasing cultural expectations of trans-
parency and candor. Henry S. Givray, the chairman and CEO of 
SmithBucklin, the world ’ s largest association  management and 
professional services fi rm, said it best.  “ Transparent communica-
tion and decision making with employees and with client orga-
nizations inspire engagement and trust — which are the building 
blocks for achieving sustainable growth and success in any service 
business. ”  While the  “ secret strategy ”  approach of the cement 
mogul prevented his employees from divulging the strategy to 
competitors, it also prevented them from playing a meaningful 
role in implementation. 

 When examined from the viewpoint of the average employee, 
a look at the Metrus Group database revealed that, on average, 
only 66 percent of employees in 119 fi rms give management 
favorable ratings on clearly communicating the vision, direction, 
or strategy of the organization. And these numbers are probably 
more favorable than the total population of fi rms, given that 
these 119 organizations represent those that conduct regular 
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surveys of their people — arguably a more enlightened cohort 
than the average company. 

 Some companies have made considerable progress in commu-
nicating the overall strategy. For example, Volvo with its 92,000 
global employees has grown from a baseline level of 67 percent 
to 84 percent of employees understanding their overall strategy 
and direction (Nordblom,  2008 ). Much of this was attributed to a 
concerted effort to increase the capabilities of their middle man-
agers through more effective communications tools. Despite these 
strengths, they state that their  “ key challenge is clearly the ability of 
supervisors to translate and break down overall strategic objectives 
into goals and targets that are meaningful to each individual. ”   

  3. Acceptance, or Passion for, the Vision, Strategy, 
Goals Among Those Who Are Implementing 

 While understanding an agreed - on strategy is a foundation,  people 
must also embrace it. We recently completed an employee survey 
for a New York headquartered global fi nancial services organi-
zation. We tested for exactly this. Employees in North America, 
Europe, and Asia all demonstrated increased understanding of 
the business strategy — a key problem noted on the prior year ’ s 
survey. And while North America largely accepted and supported 
the vision, employees in Europe did not. Essentially, they got it, but 
didn ’ t embrace it. From the performance results of Europe, it was 
clear that this organization had the minds but not the hearts of its 
European employees. 

 Henry S. Givray, chairman and CEO of SmithBucklin, put it 
succinctly:  “ We could not have achieved the incredible results 
that we have without securing both the hearts and the minds of 
our employees. ”  When we were doing work for Wal - Mart a few 
years ago, a woman came up to me seeking a private meeting. 
When she cornered me in the hall, she described how she had 
worked at Nordstrom in the past and how  “ they really understand 
service. ”  She went on to describe how she was building a covert 
operation of  “ service trekkies ”  who would help employees of 
Wal - Mart eventually  “ get it. ”  While she was obviously passionate 
about her mission, it was not the strategy of Wal - Mart. Their 
strategy is built on operational excellence leading to low prices; 
in contrast, Nordstrom ’ s has been built on outstanding service 
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leading to customer intimacy. In Mr. Givray ’ s view of mind and 
heart, she would be labeled as  “ right person — wrong fi t. ”   

  4. Clarity Regarding Individual Roles and Requirements 
in Supporting the Strategic Goals — And the Extent to 
Which They Have Effectively Cascaded and Interlinked 
Goals Across the Organization 

 This is an area that has been well researched, with some out-
standing early work done by Locke and Latham (1990) that dem-
onstrated some critical components that drive performance. One 
of those factors was goal clarity. Early experiments concluded 
that those with clearer and more diffi cult (but attainable) goals 
had better performance results. 

 But clear goals alone are not enough. In order to deliver high 
organizational performance, human resource management prac-
tices have to be aligned to corporate strategy (Nel et al.,  2004 ; 
Thomson,  1999 ). In setting goals,  “ The most effective practice is to 
establish a hierarchy of goals where each level supports goals directly 
relevant to the next level, ultimately working toward the organiza-
tion ’ s strategic direction and critical priorities ”  (Pulakos,  2004 ). 

 Research also reveals that two other factors are important: 
employee acceptance of goals and the number of goals. Pulakos 
( 2004 ), for example, states that  “ Goals should be set in no more 
than three areas ”  based on her review of goal - setting research. 
Too many goals at once impede success. 

 It is also important to periodically (for example, quarterly) reex-
amine and update goals when changing circumstances demand. 
Flexibility is a key ingredient of successful goal setting. Goal setting 
also includes the development of an action plan to accomplish 
goals. This holds the employees accountable for both accomplish-
ing goals and how they go about doing so. 

 The trend is away from a more directive mode —  “ Here are 
your goals ”  — to a more collaborative goal - setting process. What 
is evolving is the management of performance through value 
contribution — the amount of value the subordinate ’ s perfor-
mance adds to the overall organizational performance. The tra-
ditional way of managing performance by measuring whether 
the employee has achieved prescribed objectives seems no longer 
adequate. 
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 In reviews of employee survey databases at Metrus Group 
for the past twenty years, goal setting is more effectively imple-
mented than feedback. In 104 organizations that we studied 
recently, 76 percent of employees agreed that their performance 
goals are clear. In reviews of a number of variations in how this 
question is worded, an average of 70 to 78 percent of employees 
believe that they have clear goals. However, there are a number 
of organizations in which fewer than 50 percent of employees 
say they have goals, or goals that are linked to the department or 
company goals. 

 In contrast, when they were asked about feedback and coach-
ing, the favorable responses are lower. For example, for the ques-
tion  “ I receive regular feedback from my supervisor, ”  67 percent 
of employees in sixty - nine database organizations agree; however, 
when employees are asked if they received feedback that helps 
them improve performance, the percent who agree drops to 64 
 percent, with organizations scoring as low as 38 percent. 

 A contrasting viewpoint (Clutterbuck,  2008 ), not yet suffi -
ciently tested, argues that too much emphasis is placed on early, 
rigid goal setting and that, in reality, business (and life plan-
ning) is too complex for those goals to remain fi xed. Instead, 
they advocate a more evolutionary approach to goal setting, that 
allows goals to  “ jell ”  over time while also incubating more com-
mitment from the goal owner. The challenge with this approach 
might be the duration of the time in which the organization is 
adrift and unaligned. This approach might be most effective for 
organizations requiring frequent changes in goals or for units in 
which innovation is a dominant requirement, and early structure 
might hinder innovative outcomes.  

  5. Suffi cient Capabilities (Talent, Information, and 
Resources) to Deliver the Behaviors Needed to Reach 
the Goals 

 While alignment captures the notion of focus, it will be diffi cult 
to deliver on those goals (and their measurable targets) without 
developing the right talent (for example, knowledge, skills, and 
abilities), information, and resources. This is the fuel in the align-
ment engine that enables the most effective priorities — behaviors, 
actions, initiatives — to be successfully carried out. General Electric 
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provides compelling evidence that such investment in human cap-
ital pays off (McNamara,  1999 ). 

 A great example of the importance of suffi cient capabilities 
was driven home to me during an engagement with a regional 
U.S. bank.     

 The bank that I worked with had developed an exciting new 
strategy to gain an increased share of its customers ’  wallets — the 
percentage of their customers ’  total fi nancial services spend 
across the bank ’ s range of fi nancial services. The approach was 
to consolidate customer contacts to one loan offi cer in each 
branch, so he or she could become more customer intimate, truly 
understanding the breadth and depth of individual customers ’  
needs. This would enable the bank to customize their offerings 
for each customer, which would make this bank more valuable to 
those it served. For the bank, it offered opportunities to cross - sell 
products with minimal additional expense. Focus groups with loan 
offi cers and customers said it was a great idea. 

 After extensive training of loan offi cers and much hoopla, the 
initial rollout fi zzled. Customers actually threatened to leave, as 
did  “ red in the face ”  loan offi cers. While an important part of 
capabilities is talent, it was information that sank the ship. When 
customers came into a branch, the IT system would not allow loan 
offi cers access to information on bank relationships that were 
initiated at other branches. Customers wanting to discuss small 
business loans, equity lines, mortgages, or other business with an 
offi cer could not do so without taking a time - wasting detour both 
to the past and to multiple locations. 

Having high capabilities requires having not only the right tal-
ent or skills — the  “ usual suspects ”  when things go awry — but also 
the right information and resources at the moment of truth for the 
customer.    

  6. Clear, Timely Feedback on Goal Attainment and on 
the Drivers of Those Goals 

 As discussed above under goal setting, clear goals are not enough 
to achieve the best performance. Research has shown that those 
who receive more frequent and specifi c performance feedback 
and coaching are better performers than those who do not (Locke 
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 &  Latham,  1990 ; London,  2002 ). These researchers have shown 
that feedback that is closer to the performance itself is most effec-
tive. Some organizations that are quite good at setting goals are 
often weak on performance feedback or coaching. This is often 
a function of the formality of the goal - setting process versus the 
informality of the feedback process. While roles such as sales rep-
resentative often have structured feedback (often monthly or 
weekly with attendant rewards), other roles have feedback that 
falls short of the principles of good feedback. Such feedback: 

   Comes late in the performance cycle, well after people are 
invested in their performance or at a stage when changes will 
not have much effect on results  

   Is diffuse and subjective  
   Is primarily a judgment, dependent on the views of different 
stakeholders  

   Is provided in a context of other motivators (such as fi nancial 
rewards)  

   Confl icts with the perception of the person whose  performance 
is being evaluated    

 DeNisi and Kluger ( 2000 ) elaborate on some of the reasons 
why feedback is not as effective as often assumed. And,  according 
to Du Plessis, Beaver, and Nel ( 2006 ), providing feedback and 
coaching at quarterly reviews during the year is better than sur-
prising employees with shocking performance ratings at the 
end of the year when it is too late for any corrective action. 
Nearly all of the research and customary wisdom suggest that the 
appraisal and reviews should be conducted in a non - threatening 
manner and that continuous discussion rather than an infrequent 
formal review is more effective. While historical wisdom sug-
gested that the conversation should focus on gaps and develop-
mental activities to close the gaps, others such as Buckingham 
and Coffman ( 1999 ) suggest that the conversation instead should 
be focused on leveraging strengths. Their position is that individ-
uals rarely are willing or able to close talent gaps.2 

 DeNisi and Griffi n (2001) report that most managers are 
unhappy with various facets of performance appraisals and there-
fore performance management; nevertheless, they still agree that 

•

•
•

•

•
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such appraisals are very important. They provide a benchmark 
for organizations to better assess the quality of their recruit-
ing and selection processes to recruit only the most appropri-
ate employees. They also play an important role in training and 
development to help employees to improve their performance.  

  7. Meaningful Incentives to Encourage Employees to 
Develop or Deploy Suffi cient Capabilities to Achieve 
the Goals 

 There has been considerable research conducted on reward 
and incentive systems, from basic operant conditioning experi-
ments with piece rate payouts to more holistic reward systems 
like Scanlon plans that reward the collective accomplishments 
of groups of employees, originally developed to increase pro-
ductivity in manufacturing plants. While there has been consid-
erable focus on individual incentive and rewards systems, others 
argue that linking compensation to a company ’ s performance is 
beginning to make sense for more and more businesses (Gibson, 
 1995 ). A compensation system based on enterprise success allows 
everyone to share the organizational success and see how their 
performance contributes to the whole (Fitzgerald,  1995 ). 

 Rewards in various forms — bonus plans, recognition, the job 
itself, and incentive systems — have all been shown to be more 
or less effective in different circumstances. Much of their effec-
tiveness has been contingent on the ability to link individual or 
team performance to meaningful rewards and to provide those 
rewards in a timely fashion. 

 Rewards have been shown to be more effective when admin-
istered close to performance. Sales positions are notorious for 
tightly linking pay to performance. It should also be said, how-
ever, that sales individuals may value pay and incentive systems 
more than some other groups of employees, such as research and 
development. 

 When employees believe in the performance measures 
and accept the reward systems, then their performance can be 
enhanced. However, critics say that merit plans often have many 
defects and that employees are often skeptical that pay is really 
linked to performance (De Cieri et al.,  2003 ; DeNisi  &  Griffi n 
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2001; McGinty  &  Hanke,  1989 ; Meehan,  1992 ). And to make 
matters worse, Longenecker, Sims, and Gioia ( 1987 ) provide evi-
dence of deliberate distortion or manipulation for political or 
other purposes. 

 Much of the work of Hackman and Oldham ( 1980 ) focused 
on the job itself as a reward, and appropriately they set out to 
research the critical factors that drive more rewarding jobs, such as 
task variety or complexity. While there has been much research 
in this area, often confl icting, it is fair to say that the job itself can 
be highly rewarding for some groups of employees and certainly 
more so for certain individuals. This means that organizations 
that are able to offer more fl exible, tailored - to -  the -  individual 
reward packages are more likely to reap the benefi ts of the rein-
forcing effect of rewards on performance. 

 Another issue of debate is the level of specifi city of the goals 
and rewards. While Locke and others argue that the more spe-
cifi c one is in identifying the specifi c behaviors and results 
desired, the better the chances are of seeing those results; still it 
begs the question of whether the organization really understands 
all of the specifi c behaviors that are needed to achieve broader, 
more strategic results, such as better cost of goods sold, profi t-
ability, and other broader organizational outcomes. 

 A few years ago, in working with a global medical diagnos-
tics fi rm, we observed a phenomenon of sales plummeting in 
December, causing this fi rm to miss forecasts repeatedly. When 
we conducted focus groups with sales reps, the phenomenon was 
easy to understand. The reward system only paid handsomely for 
target results; there were minimal incentives for extra achieve-
ments. This resulted in salespeople holding back their closes 
until the beginning of the next year, thus getting a head start on 
their next payout cycle. The company got what it rewarded, not 
what it wanted at the broader fi nancial level. 

 Recognition was another frequently mentioned component of 
the entire reward structure. In looking at employee survey results 
from both the Metrus and publicly available databases over the 
past thirty years, I found that recognition is often rated as impor-
tant to employees, but appears to be underutilized in many organi-
zations. The average organization in the Metrus database obtains 
only 46 percent endorsement of the question:  “ I am regularly 
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thanked or recognized when I do a good job. ”  A number of orga-
nizations scored lower than 30 percent on this item, while some 
fi rms show scores as high as 79 percent favorable. This form of 
reward scores lower than fi nancial rewards (typically 50 to 60 per-
cent favorable) and the job itself (typically 70 to 80  percent favor-
able). Hillgren and Cheatham ( 2000 ) identify important steps 
required to effectively link rewards to objectives.   

  Impact of Culture 
 In launching the discussion of these seven key success factors, 
I previously noted that culture has been identifi ed as a more 
general or foundational driver of alignment and performance 
by a number of leaders interviewed, in particular among a few 
of the most successful fi rms. Henry S. Givray, chairman  &  CEO of 
SmithBucklin, was perhaps the most vocal about the criticality 
of the  “ right ”  culture. When he thinks about alignment, he thinks 
fi rst about the alignment of people with values.  “ While the mis-
sion and goals may be the  ‘ brains ’  or rational side of alignment, a 
company ’ s cultural values are the  ‘ heart ’  of its long - term success 
and endurance. ”  He was quick to point out that people who are 
not aligned on values will have diffi culty working together on any 
mission. But  “ even executives who have different operating styles 
can overcome those differences if they share the same vision and 
values. ”  

 Garry Ridge, the CEO of WD - 40, is also passionate about cul-
ture. He speaks and lives by the values he espouses. He answers 
his own phone, returns e - mails in twenty - four hours (usually much 
faster from my experience), offers a daily e - mail thought to all 
employees (always upbeat and inspirational), provides an update 
on the business weekly, and is ready to address any violations of 
cultural norms quickly. According to others in the organization, 
he sets the standard and does not expect employees to do any-
thing that he would not hold himself accountable for. The com-
pany ’ s performance management system is solidly based on values 
of shared accountability for results, teamwork, open communica-
tion, and action. Managers also share accountability for bringing 
up new employees to top performance levels. WD - 40 ’ s incentive 
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systems and high revenue - to - employee ratio (low overhead) 
require that each employee pull his or her weight. 

 WD - 40 ’ s corporate values (see below) were employee -  generated 
through a process that engaged many employees. The senior team 
also generated a set of overarching principles that govern how 
employees should behave, reducing the need for many detailed 
and narrow rules and policies. When diffi cult situations occur, or 
decisions are made, the leadership team uses the principles as a 
template to ensure that action is consistent with values. 

   WD - 40 Company Corporate Values 

   We value doing the right thing.  
   We value creating positive lasting memories in all of our 
relationships.  

   We value making it better than it is today.  
   We value succeeding as a team while excelling as individuals.  
   We value owning it and passionately acting on it.  
   We value sustaining the WD - 40 economy.    

 The success factors that have been discussed here represent the 
biggest issues that this author has seen from research and practice, 
but there are many others covered in a variety of reviews (DeNisi 
 &  Kluger,  2000 ; Smither,  1998 ), as well as in articles conveying 
the how - to steps of creating and using a performance manage-
ment system (Beatty, Baird, Schneier,  &  Shaw,  1995 ; Cardy,  2003 ; 
Fisher,  1997 ; Grote,  1996 ; Mohrman, Resnick - West,  &  Lawler,  1989 ; 
Weatherly,  2004 ), although many focus most specifi cally on the per-
formance appraisal process. 

 Let us now take a look at the entire process of linking organi-
zational vision, strategy, and goals to behaviors.  

  Outreach Airlines: From Strategy to Results 
 I have selected a combination of two U.S. airlines, Southwest and 
Continental, to illustrate how these seven elements, as well as cul-
ture, come together. 3

•
•

•
•
•
•
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  Clear, Agreed - On Strategy 

 When Southwest decided to challenge the historical airline busi-
ness model, it identifi ed several strategic assumptions or pillars 
(see Figure  2.3 ) that, if executed well, would allow the company 
to outmaneuver long established rivals, resulting in greater prof-
itability. Three of those pillars included: 

   Leveraging of aircraft — a major cost in the airline business —
 more effectively than their competitors by creating faster 
turnaround of planes, operating from less congested airports, 
and standardizing repair and management of aircraft by uti-
lizing all Boeing 737s  

   Creating a lean, productive, and fl exible workforce, partly 
through high ownership programs and fl exible union contracts  

   Reducing ticket costs by avoiding the travel agents usage and 
on - line vendors      

 These pillars represent the unique value proposition of the 
business. The test, of course, is in the execution. The pillars 
needed to be understood and supported by employees (and sup-
pliers) at all levels.  

•

•

•

Figure 2.3 Airline Strategy Pillars.
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  Translating Strategy to Measures 

 Whether it is the strategy of Southwest, Continental, or Singapore 
Airlines, successful organizations translate their strategies into a 
critical few areas that must be managed well. Kaplan and Norton 
( 1996 ) and Schiemann and Lingle ( 1999 ) have demonstrated 
the importance of using balanced or strategic scorecards that 
capture the critical strategic results and drivers (for example, 
market share, on - time performance, high productivity) that 
refl ect the value proposition — the strategic pillars — of the busi-
ness, as well as the measures of those concepts. Measures provide 
a quantitative way to determine how much of a particular con-
cept (for example, on - time fl ights) is occurring; targets provide 
a desired amount of that concept (for example, 85 percent on 
time). While measures in general can be motivating in the short 
term, targets provide more focus and sustainable energy, espe-
cially if they are stretch targets over more than a single budget 
cycle (Schiemann  &  Lingle,  1999 ). 

 In the airline example, pillars such as those shown in Figure  2.3  
can be more fully developed into scorecard maps (see Figure  2.4 )
that capture the value proposition of the business. Typically, these 
scorecards (and maps) contain the critical fi nancial, customer, 
operational, employee, community, and environmental (for exam-
ple, regulatory safety) factors that are essential to implement the 
pillars. Schiemann and Lingle ( 1999 ) discuss the process and 
roles of consultants and leadership teams in creating such maps 
in their book  Bulls - eye, Hitting Your Strategic Targets Through High -
 Impact Measurement . Says John Lingle:  “ The process is not very 
time - consuming; but it requires strategic thinking and a good 
cause - effect mindset. ”  He has honed his process to convert a good 
strategy into a scorecard and map in about one to two days of time 
with the leadership team.  “ Of course, ”  says Lingle,  “ this assumes 
that the leadership team has a clearly defi ned strategy. Otherwise, 
we have to back up and cover basics. ”  

 The benefi ts shown by Schiemann and Lingle ( 1999 ) and 
Kaplan and Norton ( 2004 ) of such maps are that they display the 
relationships of the strategic concepts, including both strategic 
results and drivers of those results (often referred to as critical 
success factors). For example,  “ high return on capital invested ”  
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(ROCI) in Figure  2.4  represents a desired result, while faster 
turnaround of aircraft, on - time performance, and maintenance 
that allows the planes to stay in the air more are drivers of ROCI. 
In Figure  2.4  you can see the cause - effect link, with downstream 
results displayed on the right and upstream drivers displayed to 
the left, and the expected cause - effect connections shown by the 
arrows connecting the different elements.   

 Each of the elements in the model has a corresponding mea-
sure. For example, on - time performance could be measured by 
the time the plane leaves the gate against the published depar-
ture time, by the  “ wheels down ”  time or the gate arrival time 
against the published arrival time, or other possibilities. The 
important thing is that everyone understands what  “ on time ”  
means, and when defi ned clearly, measures provide the speci-
fi city needed to describe what  “ on time ”  means, how it will be 
assessed, what current performance (baseline) looks like, what 
future success should look like (targets), and who is accountable 
for making that happen. 

 The advantage of identifying these scorecard elements is that 
this model provides a blueprint and rallying point for performance. 
In Gordon Bethune ’ s case, one reason Continental Airlines went 
 From Worst to First  was the strong commitment to on - time per-
formance. He and his leadership team believed that almost all 
employees could rally around the on - time goal because so many 
different roles had an impact on it: logistics, pilots, fl ight atten-
dants, gate agents, maintenance, and baggage handlers, among 
others. This measure served to unify for the different functional 
groups that were essential to good performance.  4

  Cascading the Goals 

 The next step is making these goals relevant (understandable 
and meaningful) to functional roles, such as gate agents. Lingle 
again cautions,  “ Regardless of the function, the internal team 
that guides the cascade process must have good strategic think-
ing and measurement skills, as well as a level of infl uence in 
the organization. ”  This helps middle managers and functional 
people to quickly understand what the scorecard means to the 
organization and to them. Few organizations can afford to have 
employees engaged in protracted debates over measures. 
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 Figure  2.5  shows the current (baseline) and target perfor-
mance for on - time performance that represented success for the 
airline. It also shows some of the roles that can infl uence that per-
formance. Gate agents, for example, have four roles in Figure  2.5  
that might infl uence on - time performance, such as check - in time-
liness or boarding.   

 Boarding is one of the most important tasks of a gate agent. 
Figure  2.5  shows the impact of potential improvements in board-
ing speed (in this case from 37 to 25 minutes) on important 
outcomes such as customer satisfaction and retention and opera-
tional costs. To accomplish this, the gate agents might need to 
negotiate effectively with customers with connection problems 
or manage an overbooking situation. It is almost always possible 
to use a Pareto analysis  5   to identify the critical few roles or tasks 
that will have the largest impact on on - time performance. This 
enables gate agents to focus on the factors that, if improved, 
would have the greatest impact on a key role in achieving higher 
on - time performance.  

•  Baggage
•  Safety

•  Person

On-Time Performance

Actual:     67%
Target:     75%

Total cost savings: $27M

Customer satisfaction: �10%

Customer losses: �4%

Operational cost: $13M

Accountabilities

•  Check-in timeliness
•  Connections
•  Flight documentation
•  Boarding process

-  Actual: 37 minutes
-  Target: 25 minutes

Key Functions That Impact
On-Time

•  Gate: Boarding delays

•  Ground: Baggage delays

•  Maintenance: Maintenance
   delays

•  Scheduling: Crew delays

Figure 2.5 Linking Strategic Scorecard to Accountabilities.

c02.indd   70c02.indd   70 7/1/09   10:47:02 AM7/1/09   10:47:02 AM



Aligning Performance Management  71

  Competencies to Support the Strategy 

 Even if gate agents do play a critical role in on - time perfor-
mance, they must have certain competencies that are related to 
those roles, especially the most important tasks in those roles. For 
example, negotiating skills are one of the most important skills 
because weak negotiators (and communicators) can waste a lot 
of time with a few customers who can detract from the boarding 
process. Planning skills are another competency that can play a 
big role. Gate agents who are better able to prepare for the fl ight 
(special requests, handicap needs, incoming fl ight delays) will 
be better able to expedite boarding when the opportunity avails 
itself. As you can see in Table  2.1 , Agent 004 has better compe-
tency matches (either meeting or exceeding the levels desired 
for this role) to the Target Profi le than does Agent 008.   

 Table  2.1  also shows how the effective prioritization of those 
competencies can be used in the selection of high - potential per-
formers. For example, the fl ight attendant applying for a gate 
agent role might be a better prospect than the logistics specialist 
because the competency profi le is better matched (for example, 
negotiating, communications) to the target profi le than that of 
the logistics specialist.  

  Finally, Rewards Are Critical 

 While the fi gures in the table above show the linkage of the over-
all goals with key roles (gate agent) and competencies, they do 
not show the behind - the - scenes challenge of securing under-
standing and motivation required to support those goals. Gordon 
Bethune addressed the importance of establishing urgency and 
credibility during his turnaround at Continental Airlines. He met 
with union leaders, employees and managers, and banks, among 
others, to convince them of the importance of changes being 
made, such as the criticality of on - time performance. He had to 
convince them that it made sense economically (to banks and 
employees alike), and that they would be rewarded for achieving 
better on - time performance. 

 Gordon Bethune closed the loop on his Continental turn-
around by offering incentives to all employees for each month 
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that the airline fi nished in the top three (originally top fi ve) in 
on - time performance against their competitors. This reward 
went to all employees under the belief that this was a team effort 
to accomplish that goal. Suddenly, pilots, fl ight attendants, gate 
agents, logistics and maintenance employees were all in the game 
together. If they exceeded their own departmental goals, but hin-
dered other functions from hitting their targets, they would all 
lose. This helped to break down silos. 

 It was an impressive example that supports Locke and other 
behavioral researchers by demonstrating that clear goals (on - time 
performance) and frequent (monthly), specifi c (on - time perfor-
mance records) feedback connected with rewards drive change. 
Continental Airlines went from bottom of the pack to a top-fi ve 
performer in only a few months, propelling to a top - three per-
former for much of the next year. It was such a good idea that 
U.S. Airways has borrowed the idea to propel their on - time per-
formance from dismal, back-of-the-pack performance for many 
years to number one in mid - 2008. Parallel to Continental, U.S. 
Airways has offered similar incentives for reaching best on - time 
performance (McCartney,  2008 ).   

  Performance Management Systems: Why Do 
They Fail? 
 While we have discussed the importance of the strategy - performance 
management link, and considerable research and history of orga-
nizations implementing performance management, why are so 
many performance management systems failing to achieve the 
desired impact? And why are so many employees, managers, and 
even a good percentage of HR professionals questioning the value 
of performance management? For example, in a recent Human 
Resource Planning Society (HRPS) workshop, a vice president of 
HR, who has served in key human resource roles for numerous 
Fortune 500 fi rms, echoed the sentiments of many others.  “ Does 
performance management really work? It often fails to achieve 
its desired objectives and often creates dysfunctional outcomes. ”  
She is not alone. I have heard similar views increasingly expressed 
by many other professionals. Is performance management funda-
mentally fl awed? 

c02.indd   73c02.indd   73 7/1/09   10:47:12 AM7/1/09   10:47:12 AM



74  Performance Management

I nterviews with organizational leaders, performance manage-
ment users, HR professionals, as well as an examination of case 
studies and research, reveal that there are a number of reasons 
for both the failures and the frustrations, as well as the handful of 
successes. Let us take a look at a few of the most salient factors.   

   1.    Performance Management Versus Performance Appraisal.  Our HR 
VP ’ s  “ emperor wears no clothes ”  observation was challenged 
by at least one other professional in the HRPS seminar, who 
said,  “ Be careful not to confuse performance management 
and performance appraisal, ”  noting that performance man-
agement should be viewed broadly as a collection of the val-
ues, systems, initiatives, and behaviors that help to create 
peak performance. In contrast, the performance appraisal 
process — often the annual setting of goals and yearly per-
formance review — is more frequently the target of criticisms 
in philosophy, execution, or both. This distinction is an 
important one in that there are a number of broader  factors 
beyond talent that play a role in the overall performance man-
agement process, such as the performance philosophy, orga-
nizational structure, technology enablers, or supply chain 
resources, that may also affect overall performance. So in 
looking for shortfalls, it is important to focus on elements of 
that overall performance process that are not working.  

   2.    Discipline Gap . One of the striking features of many of the 
interviews, cases, and research notes relates to an apparent 
lack of effective implementation. Like so much else in orga-
nizational life, performance management and appraisal sys-
tem failures may be a result of poor execution or a lack of 
authentic management commitment (Rodgers  &  Hunter, 
 1991 ; Rodgers, Hunter,  &  Rogers,  1993 ). Books by Bossidy 
and Charan ( 2002 ), and Welch and Byrne ( 2001 ), and many 
popular articles have focused on potentially embarrassing 
execution questions. Do managers know what the perfor-
mance management processes are? Are they actually setting 
goals in the manner intended? Do people have the resources, 
tools, and ability to achieve the goals? Do they regularly pro-
vide feedback and coaching? Are rewards being distributed 
consistent with the performance philosophy?  
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   3.    Accountability . Accountability and execution often are inter-
twined and confused. While execution typically refers to imple-
menting a well - designed performance management process 
effectively, accountability typically focuses more on individual 
or team goal attainment (or the process of getting there) and 
its consequences. Are there consequences for low performers 
who step up to achieve objectives? 

 Leaders such as Jack Welch at General Electric, Larry 
Bossidy at Allied Signal and then Honeywell, and leaders at 
PepsiCo have been noted for holding people accountable for 
results. Says Welch,  “ The problem isn ’ t about one individual — 
it has a negative infl uence on the morale and productivity 
of co - workers, who aren ’ t blind to the individual ’ s poor perfor-
mance and who may also begin to accept and deliver  mediocrity ”  
(Rogers,  2006 ). 

 The view that people who excel tend to resent working 
with others who aren ’ t held to the same standard is supported 
by other researchers (Zachary  &  Fischler,  2007 ), who  conclude 
that recruitment and retention of top performers is the ulti-
mate payoff. 

 At the individual level, GE has been known for expecting the 
 “ what ”  (goal attained) and also holding people responsible for 
the  “ how ”  (the methods used to obtain the results). Those who 
failed both tests were destined for reassignment. And those 
who obtained short - term results but perhaps sacrifi ced values, 
people, or sanctioned methods in the process were defi cient 
as long - term leadership prospects. Those missing results but 
doing all the  “ right ”  things would be given additional chances. 

 Microsoft requires employees to set ambitious goals or 
 “ commitments ”  that are created in consultation with their 
peers and supervisors and later made public. Peer pressure, 
or even just peer awareness, is a powerful motivating factor 
(Heath, 2008). This form of  “ horizontal accountability ”  asks 
team members to assume high levels of responsibility for 
goals and performance, without the intervention by a super-
visor or coach (Ray,  2007 ). 

 And here, philosophies differ widely. Some, like the com-
ments of our wary HR VP quoted earlier, suggest that, no 
matter how well things are designed, the appraisal process is 
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fl awed — perhaps even going against the human grain. The 
critiques related to accountability are numerous:  

  Many systems — forced ranking, for example — pit people 
against people, which damages teamwork and the achieve-
ment of broader group goals  
  Systems mix monetary and other rewards with  development 
or improvement goals, therefore creating  confl icting 
 objectives — do I want to get the highest rating or  acknowledge 
skill gaps that I could improve in the future?  
  Appraisal systems are threatening to self - esteem and 
self - worth by performance labeling as a  “ winner ”  or  “ loser ”   
  Many appraisal systems cause people to do what is pre -
  programmed or  “ expected ”  versus what is  “ right. ”  For 
 example:  “ Hit the target, ”  even if conditions have changed 
or the target creates dysfunctional outcomes  
  Managers are never skilled enough to truly conduct a 
 complex psychological process, such as setting realistic 
goals, giving and receiving feedback, and coaching    

   4.    Measurement Scarcity or Overload . One of the frequently debated 
issues is how  “ measured ”  the performance management process 
should be. Some organizations with high trust levels might be 
able to hold candid conversations without the negative baggage 
just described. In our research, we have found very few top - per-
forming organizations without effective measures in place to 
drive overall performance. The variance seems to be more in 
the degree of measurement as you move down the organization 
and in the priority of those measures. 

 For example, Continental Airlines put an emphasis on 
on - time performance over many tactical measures, making 
priorities very clear. Jack Welch gave his leaders a choice: 
Either their businesses become the top three in their indus-
try in fi nancial performance or they would be sold. And WD -
 40 is certainly focused on bottom - line performance. It has 
achieved an enviable  $ 1.25M of revenue per employee. 

 At the individual level, research has shown that too many 
simultaneous goals (and measures) can reduce performance, 
but most studies show that multiple goals pursued with enough 
lead time can actually enhance performance (Locke  &  Latham,  
1990 ). But clearly there is an upper limit, which is not well 
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established by research because the attainment of goals is 
dependent on many factors, such as complexity of tasks, goal 
diffi culty, skill of performer, and interdependence of the goals. 
Experienced practitioners have often suggested that three to 
fi ve primary goals are most effective. Seven is often mentioned 
as an upper limit. However, creating seven categories of sub -
 goals under seven major goals is simply violating that principle 
and is likely to disperse focus.  

   5.    Lack of Balance ( for example, short -  versus long - term; single versus 
multiple stakeholders) . One of the biggest issues is how to bal-
ance the needs of many different constituencies. At the top of 
the organization, Kaplan and Norton ( 1996 ) suggested a bal-
anced scorecard of four buckets to capture the major areas 
that every business must manage. The issue here is not sim-
ply the volume of goals as we just discussed, but the tradeoffs 
across those areas of focus to ensure that the organization is 
not optimizing one area (such as profi t) at the expense of 
another (such as customer satisfaction). 

 The same principles hold at the team or function level. 
My colleagues at Metrus often conduct surveys of employ-
ees, internal customers, and top management (essentially a 
department or functional 360). The value is that functional 
leaders and teams often discover that they are managing 
one stakeholder well and another poorly, due to different 
needs, priorities, resources, or skills. Or they are strong in 
one area (such as technical) and weaker in another (such as 
communication). 

 At the individual level, the same holds true. The area of 
work - life balance is based on this multidimensional view. If one 
is focused on work to the exclusion of other life - balancing activ-
ities, often relationships deteriorate, hobbies disintegrate, and, 
for many, life satisfaction declines. For example, the accounting 
industry has found that to compete for and keep the best tal-
ent, they have needed to become far more fl exible (Gold, 
 2008 ). In fact, RSM McGladrey has taken a rarely observed 
step: actually discussing life goals with employees as part of 
future planning and work - life balance. 

 A great deal of work over the past several decades has rein-
forced the view that this  “ balance ”  principle helps organizations 
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and individuals maintain the health of their overall system (for 
example, overall corporate growth or life satisfaction), whether 
at the enterprise, functional, or individual level.  

   6.    Failure to Assess Impact . A fi nal area of challenge is assessing 
the impact of the performance management system in help-
ing an organization to execute its strategy. Do better perfor-
mance management practices help the organization achieve 
superior performance: profi tability, revenue growth, customer 
loyalty and retention, retention of top performers? When we 
asked the leaders of the superior performing organizations 
from my interviews, there was no doubt in their belief that a 
strong performance management system drives results.    

 We could fi nd few examples of organizations that for-
mally measure the impact of their performance manage-
ment systems. One approach that this author has seen work is 
through the use of a balanced scorecard or strategic measures 
at the organization or unit level. In effect, these strategic mea-
sures defi ne ROI; they are the strategic gauges of success. For 
example, when the organization invests in better goal setting, 
it should see increased clarity regarding the critical fi nancial, 
customer, operational, and employee outcomes and drivers 
of organizational success. When such a system is in place, it 
is much easier to assess how well cascaded goals (and their 
achievement) are having an impact on key business outcomes.  

  Putting It All Together 
 Despite all the criticism leveled at performance management sys-
tems, there are organizations such as WD - 40, SmithBucklin, and 
GE that make it work. Why? Four core elements set them apart: 

    Holism . The performance management systems of WD - 40, 
SmithBucklin, and GE are not isolated systems but rather 
highly integrated into the philosophy, values, and systems of 
the organization. Garry Ridge, the CEO of WD - 40, says that 
this is part of the important values of the organization and 
 “ each part must complement the rest. ”  For example,  “ You 
cannot have values such as  ‘ Making it better than it is today, ’  
and then not measure, manage, and reward to that goal. ”  

•
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In the organizations that were the most effective, perfor-
mance management elements were tied closely to values, 
management style and philosophy, customers, and other sys-
tems (for example, hiring, development, and rewards).  

    Role Modeling . The performance management (and appraisal) 
process is driven by the top team ’ s example. When I asked 
Bill Conaty, the recently retired top HR leader for GE under 
Jack Welch and then Jeff Immelt, about his refl ections on the 
performance management differences of Welch and Immelt, 
he said it was style — not expectations. Both modeled and 
expected top performance from their respective teams. When 
James Kilts became CEO of Gillette, he instituted quarterly 
performance reviews at every level of the company, includ-
ing the executive level. The business began to  fl ourish as a 
result, outperforming its competitors, which Kilts  attributes 
to Gillette ’ s  “ driven ”  culture (Rogers,  2006 ).  

    Cultures That Evoke Self - Accountability . As evidenced in the 
Gillette example, organizations with superior performance 
management systems also have high expectations of their 
managers and manage those systems in a disciplined way. 
They have annual goals, quarterly reviews, feedback from 
key stakeholders (customers, employees, peers), quantitative 
information, and frequent discussions. These various public 
sources of feedback make it nearly impossible for performers 
to be unclear about where they stand. 

 Nancy Ely, the VP of human resources for WD - 40, said 
that Garry Ridge, the CEO, spends enormous amounts of his 
time ensuring that people  “ don ’ t have excuses. ”  Leaders are 
expected to  “ help employees at all levels get an  ‘ A ’ , ”  by spend-
ing the time needed to ensure that the right goals are set and 
then becoming a resource to ensure that people are  “ getting 
A ’ s. ”  Says Nancy Ely,  “ This means  immediately  working with 
people who are getting B ’ s or C ’ s to get them back on track. ”  
They spend a lot of time keeping the  performance bar high 
and quickly addressing gaps — they don ’ t wait for annual 
reviews. 

 Another refreshing view of accountability turns the 
 traditional formula around and focuses on creating  self -
 accountability — the kind that individuals or teams often 
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 create for themselves in volunteer organizations, hobbies, and 
other personally motivating ambitions. Marathon  runners 
routinely set higher and higher standards of  achievement. 
Other sports participants and fans look for new records of 
performance. Adults often take night courses to maximize 
their learning and excel at a hobby. A number of the suc-
cessful leaders talked indirectly about creating this type of 
culture — one in which employees set stretch  targets on their 
own and are motivated to reach new heights. For example, 
when Mike Burgett, the former head of U.S.  operations for 
QIAGEN Sciences, Inc., developed a new biotech operation in 
Maryland, he created a culture that supported self-managed 
work teams. These teams achieved a 20 percent lower rate in 
the cost of goods sold, compared to other operations within 
the company.  

    Don ’ t Over - Complicate.  While their processes are not simple, 
these organizations avoid unnecessary complexity. While a dis-
ciplined process is time - consuming and requires constant vigi-
lance, these organizations do not make the evaluation process 
and steps so complicated that they break down under their own 
weight. For example, WD - 40 says simply that they want every 
employee to get an  “ A. ”  Goals are set as agreements between 
coaches and employees about what an  “ A ”  means. They agree 
on the measures, and then employees largely manage their 
routes to  “ A ”  performance. When they veer off - target, manag-
ers are ready to jump in to help them with resources, informa-
tion, and skills enhancements to get them back on the path to 
an  “ A. ”  Over time, they have developed a strong culture that 
almost self - regulates. Longer - term employees at fi rst work with 
new employees to help them get to  “ A ”  performance. If this 
fails to happen, then peers are ready to ask management to 
take corrective action.     

  Conclusions 
 The fi eld of performance management, and its connection to 
strategy, has evolved greatly over the past several decades, 
although research has been slow to catch up. There is a plethora 

•
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of  research at the individual level and a paucity of research at the 
unit or  organizational level. While there has been an increasing 
amount of theory at the strategic and organizational level — bal-
anced scorecard, organizational fi t, and people equity come to 
mind — much more research is needed to understand what is 
working and why. 

 On the practical side, performance management remains a 
major challenge. In preparing this chapter, I found few organiza-
tions that truly demonstrated wholesale success in their attempts 
to link strategy to performance management. Organizations such 
as GE, WD - 40, and SmithBucklin are still the exceptions to the 
rule. Several major gaps stand out across most of the less than 
stellar organizations. Lack of disciplined execution and account-
ability are two interrelated gaps; while organizations increasingly 
talk about their great systems, many still lack the organizational 
discipline to drive performance management holistically. Their 
practices too often fi nd managers scrambling to complete goals 
well into the performance period and frantically trying to com-
plete reviews necessary to get pay increases out by the deadline, 
rather than building an integrated performance management 
system, and all that it implies. 

 The second big gap is tied to the skills of performance  “ man-
agers. ”  Short of training them as psychologists, many struggle 
with the challenges of setting proper goals with their people, 
providing timely and meaningful feedback in a constructive fash-
ion, and coaching people to bring out the best in them. With the 
increasing growth of service industries coupled with the likely 
shortage of talent in the next several decades, this will continue to 
be a major stumbling block. Organizations such as GE, Procter  &  
Gamble, and Starbucks recognize how important, yet diffi cult, 
the roles of performance managers are, and have invested sig-
nifi cant resources to ensure that developing leaders master these 
skills; they quickly weed out those who cannot truly groom top 
performers. 

 A fi nal challenge perhaps is the effi cacy of performance 
appraisal, which heretofore is most often a confrontational expe-
rience with evaluators frequently scoring those evaluated more 
critically than the ratees score themselves — creating a constant 
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expectations gap. The most promising practices to overcome this 
dilemma include: 

   Clear goals and measures that are mutually agreeable and 
quantifi able.  

   Self - managed work teams that have group goals. While this 
begs the question of the measurement of group goals, it does 
solve some individual issues. For example, as long as individu-
als are willing to live with the team results, there is less focus 
on micromanaging individual activities, milestones, and contri-
butions, allowing teams more fl exibility to make adjustments 
to tasks as needed to help the team achieve the broader goal. 
Others have argued, however, that unless the stakes are suffi -
ciently high, peers will not apply the necessary incentives on 
weaker performers to improve their effectiveness.  

   Holistic reward plans, such as Scanlon plans that reward an 
entire organizational group. The rewards for on - time perfor-
mance used by Bethune during the Continental turnaround 
is a good example of a holistic approach. Jack Stack, the CEO 
of Springfi eld Remanufacturing, used this type of approach 
to achieve great success after the buyout of the company in 
the 1980s. The company was featured on the CBS television 
show   60 Minutes   for the level of success it had achieved (Stack 
 &  Burlington,  1992 ). These systems tend to have few disputes 
over the measures, once they are established and clarify what 
employees must do to hit the important targets. Since often 
there is less  measurement of individuals, it may be uninspir-
ing for those used to (or  needing) high individual recogni-
tion; and it may take more time to identify those not pulling 
their weight, although some argue that there is more peer 
pressure on non -  performers in these environments.  

   Placing more of the responsibility for goal setting and moni-
toring in the laps of employees and teams. While leaders 
need to sign off on employee or team objectives, individu-
als are placed more in the position of value managers, hav-
ing to demonstrate that their volunteered objectives help the 
organization achieve its key goals and values. This means they 
have an incentive to understand the business better and how 
they contribute to it. Furthermore, the responsibility rides 
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with them to track and demonstrate to management that they 
are hitting the targets and adding value. This shifts the role of 
managers to one of negotiating goals that make a  difference 
and then to closely monitoring and coaching performance. 
Since the burden rests with the individual  performers to  “ sell ”  
their goals and performance, it is more akin to selling a prod-
uct or service to a customer, removing some of the  “ entitle-
ment ”  aspects to traditional systems.    

 While no system will be perfect, it is clear that organizations 
will need some process to ensure that their performance is suf-
fi cient to execute their strategies better than their competitors. 
It seems clear from both research and practitioners that there 
are both a set of principles, many of which are long known but 
not necessarily well executed, that are essential for strong per-
formance, as well as unique characteristics of an organization —
 its culture, leadership style, and strategy, for example — that 
require those principles to be tailored to the particular context. 
Copying one ’ s performance management neighbor does not 
seem to work well. Instead, the leading fi rms interviewed appear 
to uniquely tailor the performance management system to their 
strategy, culture, and management style, but do so holistically. 
That is, they manage to ensure that their values, management 
style, and human resource systems are aligned and part of a 
cohesive framework. Within that, they apply many of the proven 
principles of performance management; for example, clear 
direction; well - articulated specifi c goals; rapid, effective feedback 
and coaching; and good incentives. While not perfect, they pro-
vide tested and researched practices that will help the organiza-
tion fulfi ll its mission.        
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 Note s
 1. We had actually administered a survey with this same question 

beginning in the early 1990s to executives and upper-middle man-
agers (directors or senior managers) at Conference Board and 
other leadership conferences. When we repeated these surveys to a 
variety of audiences (conference attendees, national samples, client 
organizations), we found results that varied little from the 1990s 
through the recent periods. Agreement on strategy does not seem 
to be getting noticeably better.

 2. Although it has been argued by Buckingham and his colleagues 
that it is not possible, or perhaps worth it, to try to address skills 
gaps; rather, they argue that it is more important to focus instead 
on developing people's strengths. Clearly, this approach would 
change the nature of the feedback and development component 
of performance reviews, but does not easily explain what organi-
zations are to do with all of the “misfi t skills,” short of reassigning 
many employees to different roles. And, would that be effective (or 
cost-effective) for the many players in roles in which only a few skill 
gaps exist?

 3. Continental Airlines had recently merged with the failing Eastern 
Airlines, whereas Southwest Airlines started with a non-traditional 
approach to airline management from its inception.

 4. Since those halcyon days, Bethune has retired and Continental has 
slipped somewhat in on-time performance as of this writing.

 5. Pareto analysis is a method to identify the contribution that differ-
ent drivers, or causes, have on particular outcomes. This has led to 
the common 80–20 rule that suggests that 20 percent of the causes 
create 80 percent of the impact.

c02.indd   87c02.indd   87 7/1/09   10:47:24 AM7/1/09   10:47:24 AM



c02.indd   88c02.indd   88 7/1/09   10:47:25 AM7/1/09   10:47:25 AM



89

CHAPTER       3 

   PRACTICAL APPLICATIONS 
OF GOAL - SETTING THEORY 
TO PERFORMANCE 
MANAGEMENT          
  Peter A. Heslin, Jay B. Carson, and 
Don VandeWalle  

 Performance management involves all the initiatives managers 
undertake to guide and motivate high performance. Such initia-
tives have traditionally focused on providing formal performance 
appraisals, rewards, and recognition for high performance, as 
well as taking remedial action to address performance defi cien-
cies. Performance management can also facilitate adaptability 
and continually improving performance in rapidly changing con-
temporary workplaces. To do so, however, traditional periodic 
performance appraisal initiatives need to be supplemented by 
ongoing performance coaching (London,  2003 ). 

 A key ingredient for effectively coaching employees is the pru-
dent use of goal setting. The prime axiom of goal setting theory 
is that specifi c, diffi cult goals lead to higher performance than 
when people strive to simply  “ do their best ”  (Locke,  1966 ; Locke  &  
Latham,  1990 ). The performance benefi ts of challenging, specifi c 
goals have been demonstrated in hundreds of laboratory and fi eld 
studies (Locke  &  Latham,  1990 ,  2002 ). Such goals positively affect 
the performance of individuals (Baum  &  Locke,  2004 ), groups 
(O ’ Leary - Kelly, Martocchio,  &  Frink,  1994 ), organizational units 
(Rogers  &  Hunter,  1991 ), as well as entire organizations (Baum, 
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Locke,  &  Smith,  2001 ) — and over periods as long as twenty - fi ve 
years (Howard  &  Bray,  1988 ; Locke  &  Latham,  2002 ). 

 By providing direction and a standard against which progress 
can be monitored, challenging goals can enable people to guide 
and refi ne their performance. It is well documented in the scholarly 
(Locke  &  Latham,  2002 ) and practitioner (Latham,  2004 ) literature 
that specifi c goals can boost motivation and performance by lead-
ing people to  focus  their attention on specifi c objectives (Locke  &  
Bryan,  1969 ), increase their  effort  to achieve these objectives 
(Bandura  &  Cervone,  1983 ),  persist  in the face of setbacks (Latham  &  
Locke,  1975 ), and develop  new strategies  to better deal with complex 
challenges to goal attainment (Wood  &  Locke,  1990 ). 

 Through such motivational processes, challenging goals often 
lead to valuable rewards such as recognition, promotions, and/or 
increases in income from one ’ s work (Latham  &  Locke,  2006 ). 
Working to attain valued goals relieves boredom by imbuing work 
with a greater sense of purpose. Even though setting high goals sets the 
bar higher to obtain self - satisfaction, attaining goals creates a height-
ened sense of effi cacy (personal effectiveness), self - satisfaction, 
positive affect, and sense of well - being — especially when the goals 
conquered were considered challenging (Wiese  &  Freund,  2005 ). By 
providing self - satisfaction, achieving goals often also increases orga-
nizational commitment (Tziner  &  Latham,  1989 ), which in turn pos-
itively affects organizational citizenship behavior (Organ, Podsakoff, 
 &  Mackenzie,  2006 ), negatively affects turnover (Wagner,  2007 ), and 
increases the strength of the relationship between diffi cult goals and 
performance (Locke  &  Latham,  1990 ,  2002 ). 

 Specifi c challenging goals do not, however, necessarily lead to 
such desirable personal and organizational outcomes. Rather, the 
results from goal setting depend critically on issues pertaining to 
goal commitment, task complexity, goal framing, team goals, and 
feedback. The purpose of this chapter is to discuss recent develop-
ments regarding how these fi ve factors can be managed to enable 
effective performance management.  

  Goal Commitment 
 A statistical review of eighty - three studies revealed that goal commit-
ment is a critical ingredient for goals to lead to high performance, 
especially when goals are diffi cult (Klein, Wesson, Hollenbeck,  &  
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Alge,  1999 ). A study with rehabilitation counselors at a state 
agency found that feedback had a positive relationship with work 
performance only for those individuals with high goal commit-
ment; it had a negative relationship with performance for those 
with lower goal commitment (Renn,  2003 ). Thus, the well - validated 
fi ve - item scale for assessing goal commitment developed by Klein, 
Wesson, Hollenbeck, Wright,  and  DeShon ( 2001 ), as outlined in 
Exhibit  3.1 , is of practical value to organizational researchers and 
practitioners alike.     Responses are provided on a fi ve - point Likert 
scale using strongly disagree to strongly agree anchors. 

 Locke and Latham ( 2002 ) suggest that two key categories of 
approaches for building goal commitment are to increase goal 
importance, including the desirability of the outcomes people 
expect from working to attain their goals, and also to foster self -
 effi cacy, that is, people ’ s belief that they can attain the goal.  

  Goal Importance 

 There are at least fi ve ways to convince people that goal attainment 
is worthwhile. These include (a) eliciting a public commitment to 
goals, (b) communicating an inspiring vision, (c) using an empa-
thy box analysis (Latham,  2001 ) to understand and alter the per-
ceived consequences of goal commitment, (d) providing fi nancial 
incentives for goal attainment, and (e) expressing confi dence that 
the goal will be achieved. 

 First, having people make a  public commitment  to a goal 
enhances their commitment to it, presumably because acting 

*Note: Items followed by “(R)” indicate that the item should be reverse-scored 
before analysis.

Developed by Klein, Wesson, Hollenbeck, Wright, and DeShon (2001)

Exhibit 3.1  Goal Commitment Scale.*

 1. It’s hard to take this goal seriously. (R)
 2. Quite frankly, I don’t care if I achieve this goal or not. (R)
 3. I am strongly committed to pursuing this goal.
 4. It wouldn’t take much to make me abandon this goal. (R)
 5. I think this is a good goal to shoot for.
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contrary to their public pronouncement would induce the per-
sonally and socially undesirable impression of hypocrisy (Cialdini, 
 2001 ; Festinger,  1957 ). In the late 1990s when PepsiCo spun off of 
its Restaurant Division (Pizza Hut, Taco Bell, and KFC) to create 
YUM! Brands, the YUM! leadership sought to elicit commitment 
to the promulgated  “ Founding Truths ”  regarding the intended 
more decentralized and restaurant - centered culture of the newly 
formed organization. While exiting the offi cial launch celebra-
tion of YUM!, restaurant general managers (RGMs) were invited 
to sign their names on a poster of the Founding Truths and to 
become a  “ founder, ”  but only if they agreed with the principles 
of the new company. Although it was emphasized that signing was 
strictly voluntary and there would be no implicit penalty for not 
signing, over 80 percent of the attending RGMs left their signa-
tures, thereby making a public commitment to the new  company ’ s 
espoused cultural values.  “ Founder ’ s Day ,”  as it is now called, has 
become a yearly event celebrating the culture of YUM!  . . .  and 
often features signatories being photographed in front of the 
poster they have just publicly signed (Mike  &  Slocum,  2003 ). 

 Second, goal commitment can be built by leaders  communi-
cating an inspiring vision  or a superordinate goal for followers to 
rally around. An effective vision creates excitement and energy in 
employees; is consistent with the values, objectives, and strategic 
advantages of the organization; and facilitates unifi ed action con-
sistent with the vision. A classic example of such a vision is Winston 
Churchill ’ s ( 1940 ) proclamation that, despite Britain being under 
grave threat from a more powerful advancing Nazi military:   

 I have, myself, full confi dence that if all do their duty, if nothing is 
neglected  . . .  we shall outlive the menace of tyranny, if necessary 
for years, if necessary alone  . . .  Whatever the cost may be, we shall 
fi ght on the beaches, we shall fi ght on the landing grounds, we 
shall fi ght in the fi elds and in the streets, we shall fi ght in the hills; 
we shall never surrender  . . .     

 Other examples of compelling visions that have built strong 
commitment to macro - level goals include Martin Luther King ’ s 
 “ I have a dream ”  speech; John F. Kennedy ’ s inaugural address in 
which he urged American  s to:  “ Ask not what your country can do 
for you, but what you can do for your country ”  and his 1961 vision 
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to put a man on the moon before the end of the decade; Walt 
Disney ’ s motto of fostering  “ learning through entertainment ”;  and 
Jack Welch ’ s decree that General Electric was to become a  “ bound-
aryless organization ”  and to be either number one or number 
two in any industry where they compete (Latham,  2003 ). Barack 
Obama ’ s vision of a more united and egalitarian United States, 
encapsulated in statements such as:  “ What binds us together is 
greater than what drives us apart ”  (Obama,  2006 , p. 2), and  “ There 
is not a black America and a white America and Latino America 
and Asian America — there ’ s the United States of America ”  
(Obama,  2004 ), attracted a record - breaking number of donations 
in support of his goal to become the Democratic nominee for the 
2008 U.S. presidential election. Inspiring visions and superordinate 
goals are not limited to nations or even organizations, but may 
also be useful to managers at the department or team levels. For 
instance, a group of demoralized hospital janitors became invigo-
rated by their team ’ s vision of making  their  hospital a safe and pleas-
ant environment for all hospital patients, staff, and visitors. 

 Third, an  empathy box analysis  (Latham,  2001 ,  2003 ) is based 
on two underlying premises: (a) understand the anticipated conse-
quences and you will understand people ’ s behavior and (b) change 
the anticipated consequences and you will change people ’ s 
behavior. As underscored by reinforcement theory (Luthans  &  
Stajkovic,  1999 ), employees are only likely to commit to a goal 
when they perceive that doing so is in some way in their best 
interests. For instance, senior management at Weyerhaeuser 
Forest Products was having trouble obtaining employee commit-
ment to a company goal to reduce shrinkage (theft by employees) 
from approximately  $ 1 million per year to less than  $ 1,000 per 
year. To help managers identify the outcomes that employees 
expected as a result of committing to or rejecting the goal of 
honest behavior, Latham ( 2001 ,  2003 ) developed and applied 
the concept of an empathy box analysis. Based on the fi rst premise 
(a) outlined above, the procedure involved fi rst asking a ran-
dom sample of employees, which presumably included some of 
the thieves, variants of the following four questions: 

   1.   What are the upsides for you of being honest?  
   2.   How might you suffer from being honest?  
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   3.   What positive outcomes could you personally expect from 
stealing?  

   4.   What negative outcomes might you expect from engaging in 
theft?    

 A sample of an empathy box is shown in Table  3.1 .  1     
 In response to Question 1, Latham discovered that, aside 

from personal pride in one ’ s integrity, no positive consequences 
were perceived for honest behavior (DB). Regarding Question 2, 
employees (and supervisors) had experienced substantial peer 
pressure and harassment to not  “ rock the boat ”  by reporting 
theft (DB). Pertaining to Question 3 about the perceived bene-
fi ts of stealing, the thieves did not seem to be selling the stolen 
goods or seeking revenge against the company. However, some 
employees relished the  “ challenge, ”     “ thrill, ”  and  “ excitement ”  of 
stealing, as well as taking pride in their profi ciency at doing so 
(UB). Finally, owing to a relatively tight labor market, powerful 
union, and fi rm export contracts with Japan, there was little con-
cern about being fi red if caught stealing (UB). The biggest prob-
lem created by the theft was wives complaining about cluttered 
garages! In summary, the most potent anticipated consequences 
were negative for the DB of being honest  . . .  and positive for the 
UB of stealing. 

 In contrast to the usual focus on rewarding DBs and punish-
ing UBs, a systematic empathy box analysis often reveals creative 
alternatives for answering Question 5:  How can the incentive structure 
be changed to increase commitment to the DB?  At Weyerhaeuser, an 
amnesty day was declared during which anyone could return any 

Table 3.1  Empathy Box Analysis Protocol.*

Positive Negative

Desired Behavior (DB) Cell 1 Cell 2

Undesired Behavior (UB) Cell 3 Cell 4

*Note: Adapted from Latham (2001, 2003)
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stolen equipment under the presumption that they were  “ just 
doing so for a friend. ”  This removed the negative consequence 
for being honest. In addition, a library system was implemented 
whereby any employee could borrow company equipment, as 
long as he or she checked it out and signed a waiver indemni-
fying the company against any injuries resulting from use of 
the borrowed equipment. This defused the thrill of stealing. The 
overall result of these virtually costless initiatives to change 
the incentive structure pertaining to honest behavior, as per-
ceived by employees, was the return of massive amounts of valu-
able equipment and a substantial decrease in subsequent theft 
(Latham,  2001 ,  2003 ). 

 Fourth,  monetary incentives  can increase the importance people 
attach to goals. However, this approach to building goal commit-
ment can be problematic, by potentially discouraging risk - taking 
and creativity, rupturing relationships, and encouraging short -
 termism (Kohn, 1993). Fortunately, Locke ( 2004 ) provides a 
highly useful discussion regarding the nature, pros, and cons of 
fi ve different methods of making fi nancial incentives contingent 
upon levels of performance and goal attainment. This discussion 
can be used to make conscious trade - offs about the most suitable 
incentive system to use — if any (Kohn, 1993) — in a given work 
context. 

 Fifth, managers can build the perceived value of goal attain-
ment by supportively  expressing confi dence  that  “ the goal can and 
will be achieved ”  (Latham,  2004 , p. 127). This approach prob-
ably fosters goal commitment by increasing employees ’  self - effi -
cacy, as discussed next.  

  Self - Effi cacy 

 It is well established that goal commitment is predicted by a 
person ’ s level of self - effi cacy (Wofford, Goodwin,  &  Premack, 
 1992 ), that is, level of belief in his or her capability to success-
fully perform a particular task (Bandura,  1986 ). There are three 
key sources of self - effi cacy. The most potent is  enactive self - mastery , 
followed by  role modeling,  and then  verbal persuasion . 
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 Enactive self - mastery occurs when people experience success 
at performing at least portions of a task. By implication, failures 
can lower self - effi cacy. Mastery experiences are facilitated by 
breaking down diffi cult tasks into small, relatively easy steps that 
progressively become more diffi cult. Together with adequate 
feedback and resources (for example, equipment and informa-
tion) to perform effectively, such a process tends to enable the 
high rate of initial successes that forms a fi rm basis for high self -
 effi cacy. Remembering to acknowledge and value even minor 
performance improvements and intermediary achievements is 
also important for building self - effi cacy through enactive self -
 mastery (Bandura,  1986 ,  1997 ). 

 Role modeling happens when a person wanting to learn a 
task observes and identifi es with another person ’ s profi cient 
performance of that task. Role models can inspire confi dence 
that those observing them can act in a similarly successful man-
ner. Models are most effective at raising self - effi cacy when they 
are personally liked and are perceived as having attributes (such 
as age, gender, talent, and ethnicity) similar to those of the indi-
viduals who observe them. An important implication is that man-
agers should think carefully before assigning mentors, especially 
without the input of those being mentored (Ragins, Cotton,  &  
Miller,  2000 ). Individuals may learn and become more confi dent 
from observing both the successes and failures of others, as long 
as they feel confi dent that they can avoid repeating the errors 
they observe (Bandura,  1986 ,  1997 ). 

 Verbal persuasion increases self - effi cacy when individuals are 
encouraged, by people they respect, regarding their capacity to 
learn and perform effectively (Bandura,  1986 ). Positive self - talk 
can also raise self - effi cacy (Latham  &  Budworth,  2006 ). Effi cacy -
 raising feedback highlights how consistent efforts have enabled 
substantial improvements, as well as the progress made, rather 
than involving peer comparisons or making reference to how 
far individuals have to go until their ultimate objective is 
achieved. Effective verbal persuasion is reinforced with corre-
sponding actions. For example, telling individuals that they are 
capable but not assigning them any challenging tasks tends to 
erode both employees ’  self - effi cacy and a manager ’ s credibility. 
In contrast, having individuals draw up a progress chart before 
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complimenting them on their genuine progress, where applica-
ble, is a potent way of raising employees ’  sense of what they can 
achieve (Bandura,  1986 ,  1997 ). For concrete guidance on how 
to apply these three principles for developing self - effi cacy, Heslin 
and Klehe ( 2006 ) provide a twenty - item behavioral self - assessment 
of the extent to which managers increase the self - effi cacy of their 
employees by providing effective mastery experiences, role mod-
eling, and verbal persuasion. 

  Insulating Self - Effi cacy 

 As mentioned earlier, when performing challenging tasks, set-
backs are inevitable. However, such experiences are less likely 
to weaken self - effi cacy when people hold the implicit belief that 
their abilities are (a) relatively  malleable  and able to be developed 
incrementally through persistent effort and strategy develop-
ment, rather than (b) essentially  fi xed  and unlikely to change 
much over time, as implied by the traditional notion of a person ’ s 
IQ (Wood  &  Bandura,  1989 ). The self - effi cacy - protecting assump-
tion that abilities can be developed — originally labeled an  “ incre-
mental implicit theory of intelligence ”  (Dweck,  1986 , p. 1045) 
and more recently a  “ growth mindset ”  (Dweck,  2006 ) — can be 
developed through several means. These include (a) informing 
people that their skills are  “ developed through practice ,”  rather 
than  “ refl ect their basic cognitive capabilities ”  (Wood  &  Bandura, 
 1989 , p. 410); (b) having people read a compelling scientifi c tes-
timonial regarding how, with effort and practice, abilities can 
be cultivated throughout most of the life span (Chiu, Hong, 
 &  Dweck,  1997 ); and (c) attributing successful performance 
to a person having  “ worked hard, ”  rather than  “ being smart ”  
(Mueller  &  Dweck,  1998 ). 

 Heslin, Latham, and VandeWalle ( 2005 ) developed an inter-
vention that enables managers to create a sustained growth 
mindset among working adults. They randomly assigned man-
agers to participate in either an  “ incremental intervention ” /
growth mindset workshop based on principles of self - persuasion 
(Aronson,  1999 ) or a placebo control workshop. One of the fi ve 
activities in the growth workshop involves participants recall-
ing an area in which they once had low ability, though can now 
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perform quite well (for example, playing golf), before ponder-
ing (a) how they developed their skills in this area (for example, 
through sustained effort and coaching) and (b) why undertak-
ing similar developmental initiatives could not enable them to 
also cultivate a skill they would like to develop (such as playing 
the piano) but assume they have no inherent talent to develop. 
Six weeks later, compared to those in the placebo control, par-
ticipants who received the incremental intervention had a sig-
nifi cantly greater growth mindset and also acted in theoretically 
predicted ways (see also Heslin, VandeWalle,  &  Latham,  2006 ). 

 In summary, goal commitment can be increased through pub-
lic commitments, inspiring visions, using an empathy box analy-
sis to understand and change the consequences that employees 
anticipate, fi nancial incentives, and expressing confi dence that 
the goal will be achieved. Goal commitment can also be built 
by cultivating self - effi cacy through application of the principles 
of enactive self - mastery, role   modeling, and verbal persuasion 
(Bandura,  1986 ,  1997 ), as concretely illustrated by Heslin and 
Klehe ’ s ( 2006 ) self - assessment measure. Self - effi cacy is insulated 
from the potentially effi cacy - lowering effects of setbacks by culti-
vating a growth mindset (Wood  &  Bandura,  1989 ) using a range 
of techniques reviewed by Dweck ( 1999 ,  2006 ; see also Heslin  &  
VandeWalle,  2008 ).   

  Task Complexity 
 Complex tasks are those on which the path to goal achievement 
is not immediately apparent or easily understood. Wood ( 1986 ) 
defi ned task complexity as involving three aspects:  component 
complexity  (signifi ed by the number of acts and information cues 
involved in completing a task),  coordinative complexity  (indicated 
by the type and number of relationships among the acts and 
information cues), and  dynamic complexity  (refl ecting the degree 
of changes in acts and information cues over time, as well as 
the relationships among them). Granted the need to devote time 
and mental effort to understanding complex tasks and master-
ing skills in order to competently complete them, Wood, Mento, 
and Locke ( 1987 ) investigated whether task complexity reduces 
the positive effect of diffi cult, specifi c outcome goals on task 
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performance. Consistent with their hypotheses, Wood, Mento, 
and Locke ’ s meta - analysis revealed that diffi cult goal effects on 
performance were strongest ( d =  .76) for easy tasks (those involv-
ing reaction time and brainstorming tasks) and weakest ( d =  .42) 
for more complex tasks (business decision making, scientifi c and 
engineering work, and faculty research). 

 A prototypically complex task is performed by air traffi c con-
trollers. At any given point in time, there are often many planes 
fl ying in an airport ’ s vicinity (component complexity), their tra-
jectories need to be considered in relationship to each other 
(coordinative complexity), and the relationships between planes ’  
trajectories constantly change (dynamic complexity). Kanfer and 
Ackerman ( 1989 ) reasoned that owing to the considerable cog-
nitive demands involved in air traffi c control (ATC), striving for 
performance goals when fi rst learning such a task might cre-
ate cognitive overload and thereby slow learning and lower ini-
tial performance. In an experimental study involving 568 U.S. 
Air Force recruits learning an ATC task, Kanfer and Ackerman 
observed that participants given a goal felt more  “ pressured, ”  
became more distracted, and exhibited lower ATC performance 
than participants instructed to just  “ do their best. ”  This research 
illustrates that a goal to attain a specifi c outcome can  “ impede 
task learning when presented prior to an understanding of what 
the task is about ”  (Kanfer  &  Ackerman,  1989 , p. 687). 

 Subsequent research has established that goals actually  can  be 
helpful even during the early stages of complex skill acquisition, 
as long as they are the right kinds of goals. Two viable alterna-
tives are  proximal  goals and  learning  goals, as described next. 

 First, using a modestly complex business game, Latham and 
Seijts ( 1999 ) replicated Kanfer and Ackerman ’ s ( 1989 ) observa-
tion that participants performed better with a vague  “ do - your -
 best ”  goal than with a specifi c  distal  (ultimate outcome) goal. 
However, when  proximal  (short - term, intermediate) goals were set 
in addition to the distal goal, self - efficacy and profits were 
signifi cantly higher than in the do - your - best condition or in the 
condition where only a distal goal had been set. Feedback on 
performance relative to proximal goals seems to facilitate the 
development of effective strategies needed to perform well on 
complex tasks. 
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 Second, people fi rst learning a complex task can be given a 
 learning goal  to focus their effort on discovering strategies or pro-
cedures necessary to effectively perform a task (Dweck,  1986 ). 
Consistent with Kanfer and Ackerman ’ s ( 1989 ) cognitive resource 
allocation theory, a person ’ s limited attention is explicitly directed 
to learning and mastering the task rather than worrying about his 
or her performance outcome. Winters and Latham ( 1996 ) found 
that, when performing a relatively simple task, there were no sig-
nifi cant differences in performance between those with a learn-
ing goal relative to those instructed to  “ do your best. ”  People with 
a specifi c high performance goal had the highest performance. 
Only when the task was complex did a learning goal lead to higher 
performance than a do - your - best or a high performance goal. 

 Similarly, using a complex simulation that examined entre-
preneurial behavior in starting up and maintaining a business, 
Noel and Latham ( 2006 ) found that those who used a learning 
goal were able to keep their simulated fi rms running longer than 
those with a performance outcome goal. Together these fi ndings 
suggest that learning goals are valuable when complex skills need 
to be acquired. After profi ciency has been developed, high spe-
cifi c performance goals should be set (Seijts  &  Latham,  2005 ). 

 To summarize, novices at complex tasks should not be given 
specifi c, challenging goals. Rather, they ought to be given either 
proximal goals (such as  “ sell ten units this month, ”  rather than 
 “ sell 120 units this year ” ) or specifi c learning goals (such as  “ dis-
cover fi ve new strategies for responding constructively to poten-
tial customers who do not initially react positively to your sales 
initiatives ” ).  

  Goal Framing 
 Goals can be framed in several different types of ways that affect 
how well people learn and perform. Goals can be framed either 
negatively ( “ During the following year, try not to lose more than 
fi ve out of your forty current customers”) or positively ( “ During 
the following year, try to keep at least thirty - fi ve out of your forty 
current customers”). Negatively framed goals lead to more anxi-
ety, as well as lower persistence and performance, compared to 
goals that are framed positively (Roney, Higgins,  &  Shah,  1995 ). 
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 Under Jack Welch ’ s leadership, General Electric (GE) was well 
known for its encouragement of  “ stretch goals ”  that challenge 
employees to achieve objectives that they do not yet know how 
to reach (Kerr  &  Landauer,  2004 ). GE was also renowned for the 
threatening policy of fi ring the bottom 10 percent of employees 
on annual performance ratings. Given the high task complexity, 
stress, and work overload that increasingly characterize modern 
workplaces, Drach - Zahavy and Erez ( 2002 ) investigated perfor-
mance differences depending on whether diffi cult tasks are 
framed as a  challenge,  providing an opportunity for self - growth, or 
as a  threat,  regarding which effective strategies to deal with it are 
not readily available. As hypothesized, challenge appraisals yielded 
consistently better performance than threat appraisals. However, 
those who viewed the task as a threat performed better when 
they had learning goals rather than performance outcome goals. 
Finally, diffi cult performance goals induced high adaptation to 
change when the work context was perceived as challenging, but 
poor adaptation and performance when the work context was 
perceived as threatening. 

 Regardless of whether people adopt a diffi cult learning or 
performance goal, errors are bound to occur during the process 
of goal pursuit. Workplace errors can be extremely costly to 
careers, organizations, and even human health, as illustrated by 
the Exxon Valdez and Space Shuttle  Challenger  disasters, as well 
as the Enron and Chernobyl fi nancial and nuclear meltdowns, 
respectively. Not surprisingly, most traditional training programs 
focus on teaching participants how to avoid errors. However, 
from a psychological perspective, errors also provide important 
information that can enable learning and potentially reduce or 
eliminate future errors. 

 Michael Frese and colleagues (Frese et al.,  1991 ) thus developed 
the concept of  error management , whereby errors encountered dur-
ing the learning process are construed as opportunities to learn 
what does not work. In contrast to error prevention training in 
which errors are punished with low grades, error management 
training is designed to reduce the negative emotional effects of 
errors. People are taught to frame errors positively by pairing 
negative feedback with statements such as  “ Errors are a natural 
part of the learning process! ”  or  “ The more errors you make, 
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the more you learn! ”  Such training facilitates learning from 
computer software training, as measured both immediately 
and one week after training (Heimbeck, Frese, Sonnentag,  &  
Keith,  2003 ), apparently as a function of reducing anxiety and 
increasing systematic planning, monitoring, and learning from 
one ’ s progress during task completion (Keith  &  Frese,  2005 ). 
Given the dynamic nature of the tasks performed by many modern -
 day knowledge workers, it is noteworthy that the superiority of 
error management training over traditional error - avoidant meth-
ods is especially pronounced for promoting transfer - of - training 
to novel tasks (Keith  &  Frese,  2008 ). 

 In summary, goals are generally best framed positively rather 
than negatively. Especially when goals are challenging, it is 
important to help people to frame them as a challenge from 
which they may learn, rather than a threat in which failure is 
foreseeable. Finally, it is prudent for managers to emphasize that 
errors along the path to goal attainment are a natural part of 
the learning process. This can reduce emotional distraction and 
promote the deep learning employees need to effectively tackle 
novel challenges as they arise.  

  Team Goals 
 The rise of teamwork and team - based organizational forms has 
created a shift in how managers understand and practice goal 
setting. Many of the basic fundamentals of individual goal set-
ting can be translated to groups of people. Team goals that are 
specifi c and diffi cult have consistently positive effects on team 
performance (O ’ Leary - Kelly, Martocchio,  &  Frink,  1994 ). These 
diffi cult team goals also improve performance through the same 
mechanisms of increased focus, effort, persistence, and devel-
oping new strategies for complex tasks (Weingart,  1992 ). While 
team goals function in similar ways to individual goals, there are 
also several unique issues that make goal setting more complex 
in team settings. 

 When specifi c diffi cult goals are set by a team, each team 
member does not necessarily personally adopt the team goal. 
Even if they do, confl icts can occur between personal and team 
goals. In order for individuals ’  efforts to be directed toward 
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team performance, the team goal must be adopted as their own. 
Mitchell and Silver ( 1990 ) found that team performance can 
suffer on simple tasks when team members ’  personal goals com-
pete with those of other team members. Cohen and colleagues 
( 1999 ) examined how organizations set and communicate direc-
tion for knowledge work teams, including alignment of goals 
among individuals, teams, and the organization, as well as how 
specifi c and measurable the goals were. They found that goal 
alignment around organizational priorities led to higher team 
performance. 

 Goal alignment is akin to the effects of a yoke on harnessing 
the efforts of a team of animals in the same direction, or the 
effect of rails on aligning the direction of train cars. If members 
of a team have goals that are  “ pulling ”  in a different direction 
than the goals of other team members, this will result in dimin-
ished effort and performance by the team, as well as possible 
 “ friction ”  or  “ sparks. ”  In order to achieve better goal alignment, 
electronic  performance dashboards  are being used in organizations 
to facilitate team goal setting and monitoring of team perfor-
mance relative to both team and organizational goals. These soft-
ware programs enable users to set team goals that are consistent 
with the organization ’ s vision, and to track — in real time — key 
performance indicators relative to goals, all the way down to 
the team or individual level. Dashboards can help provide feed-
back to teams leading to a focus on team goals and performance 
(DeShon, Kozlowski, Schmidt, Milner,  &  Wiechmann,  2004 ). 

 A primary way for managers to align individual goals with 
team goals is to seek commitment to a superordinate goal. When 
people perceive that the attainment of other people ’ s goals might 
decrease the probability of attaining their own goal, they tend to 
withhold information and ideas, as well as sometimes even act-
ing to obstruct others ’  goal pursuit (Stanne, Johnson,  &  Johnson, 
 1999 ). In order for managers to get buy - in for team goals, they 
can use many of the same techniques discussed previously in 
regard to establishing the importance of a specifi c goal. These 
include public commitments to the team and/or others, an inspir-
ing vision related to team goals, incentives, or consideration of 
perceived consequences. Two additional initiatives are developing 
team   effi cacy and enabling participation in setting team goals. 
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  Team Effi cacy 

 Team effi cacy refers to a team ’ s belief that it can successfully per-
form a specifi c task (Lindsley, Brass,  &  Thomas,  1995 ). Teams 
that have high effi cacy choose more diffi cult goals, persist in 
their efforts, and seek to improve their task strategies. In an 
experiment involving undergraduate students participating in a 
computerized tank battle simulation, team effi cacy explained 
58 percent of the variance in team - set goal diffi culty, and it had 
an indirect effect on performance via goal diffi culty (Durham, 
Knight,  &  Locke,  1997 ). Diffi cult team goals can increase 
team   effi cacy, as well as subsequent strategic risk - taking and team 
performance (Knight, Durham,  &  Locke,  2000 ). Team effi cacy 
also works together with goal alignment to increase team per-
formance. In a meta - analysis of studies on team   effi cacy, Gully 
and colleagues ( 2002 ) found that teams that had high levels of 
team effi cacy and high levels of goal alignment, along with group 
rewards, demonstrated the best performance.  

  Participation in Setting Team Goals 

 People are more likely to commit to diffi cult goals that are impor-
tant to them personally. Participation in the setting of goals 
improves team performance by enhancing the importance of 
goals to each team member and thereby increasing goal com-
mitment (O ’ Leary - Kelly, Martocchio,  &  Frink,  1994 ). However, 
participation in team goal setting may not always be an option 
for managers. Latham, Erez, and Locke ( 1988 ) found that par-
ticipation in goal setting does increase goal commitment, but 
that assigned goals are also effective so long as a compelling pur-
pose or rationale for the goal is given.  Telling and selling,  rather 
than just  telling  people what their goals are, helps them to under-
stand why the goal is important and therefore enhances goal 
commitment. 

 Team goals can induce productive cooperation  and  competi-
tion. At Whole Foods Market, the largest natural - foods grocer 
in the United States, the culture is based almost entirely on team-
work. Each store has eight to ten teams with designated leaders 
and clear performance goals. How they reach those goals is up 
to each team. Teams are given the responsibility for all decisions 
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about labor spending, ordering, pricing, as well as hiring new 
team members. They are rewarded as a team with gainsharing 
bonuses based on team performance (profi tability in their area). 
These high levels of shared responsibility for team processes and 
outcomes produce high levels of cooperation within teams. They 
also produce competition between teams, stores, and even regions 
in the areas of quality, service, sales, growth, productivity, and 
profi tability. This competition increases team identity and loyalty, 
although its intensity needs to be kept in check so as not to under-
mine organizational identity and cooperation (Fishman,  1996 ). 

 Finally, providing information and feedback related to both 
team goals and organizational goals enables teams to stay aligned 
with a shared vision and fosters higher levels of cooperation. 
For instance, in a study of the relationship between Chinese 
companies and their suppliers, Wong, Tjosvold, and Yu ( 2005 ) 
reported that the relationship between a high level of a shared 
vision among employees and low levels of opportunistically taking 
unfair advantage of others was mediated partially by coopera-
tive goal setting. Whole Foods makes performance information 
and feedback readily available to all employees. They post a fax 
of regional sales reports by team on a weekly basis and make 
detailed store - level information on profi tability available to all 
employees on a monthly basis. They even make a book available 
on an annual basis that includes salary details for all employees 
all the way up to the CEO (Fishman,  1996 ). When organiza-
tions are able to foster a culture of cooperation and trust, this 
increases the level of feedback and knowledge - sharing available 
to their teams. This information works together with self - set team 
goals to produce higher team performance (Quigley, Tesluk, 
Locke,  &  Bartol,  2007 ). 

 In summary, team goals work in a similar manner to individ-
ual goals, but involve some unique and complex considerations. 
Managers wanting to improve team performance using goals 
should be sure to seek goal alignment within the team and the 
organization by developing a shared vision of specifi c and chal-
lenging superordinate goals. They should particularly attend to the 
development of team effi cacy and should either involve the team 
in setting goals or provide a clear and compelling rationale for 
assigned goals. The tension between cooperative and competitive 
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goals should be managed carefully, and managers should seek to 
maximize the information and feedback available to teams.   

  Feedback 
 For challenging goals to lead to high performance, they need to 
be accompanied by adequate feedback (Erez,  1977 ). However, 
not all feedback is helpful. Indeed a meta - analysis (statistical 
review) of 607 feedback interventions revealed that, in 38 per-
cent of cases, feedback actually had a  negative  impact on per-
formance (Kluger  &  DeNisi,  1996 ). Feedback can also be viewed 
as not accurate or useful, potentially leading to feelings of dis-
couragement and anger (Brett  &  Atwater,  2001 ). It is thus impor-
tant for managers to be aware of how to provide feedback in a 
manner most likely to bring about a positive change in behavior. 
Five principles suggested by DeNisi and Kluger ( 2000 ) for pro-
viding effective feedback are  as follows:

 First, focus on the specifi c behavior and/or performance in 
question, rather than on what you think the feedback indicates 
about the person (for example, his character, professionalism, 
integrity, and so forth). The latter type of feedback is likely to 
yield resentment, defensiveness, and distraction from what the 
person can do to act/perform more effectively in the future. 

 Second, provide information relating to needed personal or 
team performance improvements and minimize information rel-
ative to the performance of others (for example, you did better 
than 85 percent of the other team members, departments, and 
so on). Even if social comparative feedback is apparently posi-
tive, as in the example just provided, research (Kluger  &  DeNisi, 
 1996 ) clearly shows that such feedback elicits an ego focus 
(Butler,  1987 ), usually making it less productive than feedback 
that frames a person ’ s performance relative to his or her goals, 
past performance, or rate of improvement. 

 Third, be explicit about the precise nature of the desired 
behavior and how/when to exhibit it. For instance,  “ during staff 
meetings, I encourage you to strive to take no more than your 
fair share of air time by talking either too long or too often. ”  

 Fourth, strive to ensure that your feedback provides a basis for 
setting specifi c, relevant goals. An example is:  “ Why not try to limit 
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yourself to no more than three to fi ve comments and/or questions 
per meeting, each no longer than about one minute each? ”  

 Fifth, the amount of data presented ought to be minimized so 
as not to overwhelm the person or elicit an unhelpfully distract-
ing ego focus. While people often seek data on how well they are 
performing relative to others, this is likely to render feedback 
less effective by focusing their attention on themselves rather 
than on how they can perform (more) effectively. 

 Besides the guidance provided by DeNisi and Kluger ( 2000 ), 
there are at least two other empirically based recommendations 
for providing effective feedback. First, deliver feedback in an 
informational rather than a controlling way, as doing so makes 
a person ’ s subsequent performance more likely to improve. The 
positive impact on performance of using a supportive style is par-
ticularly pronounced when the feedback presented is negative 
(Zhou,  1998 ). 

 Second, realize that greater feedback specifi city is not always 
preferable. Although increasing the specifi city of feedback facili-
tates initial performance, it also discourages exploration and 
undermines the learning needed for later, more independent 
performance (Goodman, Wood,  &  Hendrickx,  2004 ). Even 
though highly specifi c feedback may be better for helping resolve 
a specifi c issue and reducing errors of exactly the same type, less 
specifi c feedback can facilitate learning which behaviors are 
associated with negative outcomes and how to fi x unanticipated 
problems (Goodman  &  Wood,  2004 ). 

 To summarize, feedback is most likely to foster positive changes 
in behavior when it is presented in a supportive manner and 
is specifi c about the behavioral and performance improve-
ments needed, thereby providing a foundation for goal setting. 
However, caution is warranted to avoid being overly specifi c, so 
as not to limit the extent to which any lessons learned from the 
feedback generalize to other novel work predicaments.  

  Conclusion 
 Given the key role of coaching and goal setting in performance 
management (London,  2003 ), we have outlined fi ve key issues 
to keep in mind when coaching employees to improve their 
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performance. After discussing recent research developments 
related to these issues, we have provided concrete recommenda-
tions for the effective application of goal setting to performance 
management. Latham and Locke ( 2006 ), as well as Latham and 
Mann ( 2006 ), discuss additional issues and insights relevant to 
the shrewd use of goal setting in the context of performance 
management.          
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CHAPTER       4

    COACHING AND 
PERFORMANCE 
MANAGEMENT 
 How Can Organizations Get 
the Greatest Value?          
  David B. Peterson  

 Informal coaching has long been a part of leadership develop-
ment and performance management in organizations. Since the 
mid - 1990s, however, coaching has taken on a new importance 
as organizations have increasingly come to see leadership talent 
as one of their key competitive advantages. Organizations have 
responded by training managers in coaching skills, hiring exter-
nal coaches, and setting up structured coaching programs and 
processes. This chapter explores how organizations can get the 
greatest value from coaching by examining the variety of roles 
played by managers, human resource professionals, and execu-
tive coaches. 

 The chapter begins with an overview of two coaching frame-
works that serve as the organizing structure for the remainder 
of this chapter. The fi rst framework outlines four stages of how 
organizations typically evolve in their approach to coaching. The 
second outlines seven important considerations in the process of 
coaching.  
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  Organizational Approaches to Coaching: 
Four Stages 
 To set the stage for what is happening in many organizations 
today, consider a continuum of organizational approaches to 
coaching that evolves from completely unstructured and ad hoc 
to relatively strategic and systemic (Peterson  &  Little,  2008 ; see 
also Clutterbuck  &  Megginson,  2005 ; Hunt  &  Weintraub,  2007 ; 
Underhill, McAnally,  &  Koriath,  2007 ; Valerio  &  Lee,  2005 ).    

  Stage 1: Ad Hoc Coaching — Driven by Individuals 
 At fi rst, coaching in most organizations is driven almost exclu-
sively by individuals, typically when a boss, HR professional, or 
potential coaching client decides he or she would like to fi nd a 
coach. Although individual participants are likely to obtain sig-
nifi cant value from coaching, the lack of coordination across 
the organization means that it is diffi cult to evaluate how much 
coaching is taking place, who is delivering it, who is receiving it, 
and how much value it is providing to the organization overall. 
Coaching at this stage is reactive rather than proactive, typically 
in response to a specifi c problem (for example, an abrasive man-
ager) or sudden need (for example, on - boarding a key execu-
tive in a challenging role). This stage exemplifi es the situation 
depicted by Sherman and Freas ( 2004 ) in their article on  “ The 
Wild West of Executive Coaching. ”   

  Stage 2: Managed Coaching — Driven by a Champion or Sponsor 
 Organizations typically enter the second stage when one of two 
things happens. Either someone questions the value of all the 
random coaching that is occurring and seeks to rein in costs and 
prevent inappropriate uses of coaching, or someone decides that 
coaching is such a powerful tool that its use must be harnessed in a 
more organized and methodical fashion to gain the full value. The 
fi rst step in either case is to appoint someone as manager of coach-
ing, whose task is to manage all the external coaches running 
around the organization, including establishing selection criteria, 
defi ning coaching processes, and measuring participant satisfac-
tion. As organizations set up processes to manage their external 
coaching resources, many at this stage also begin to  provide clearer 
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expectations and basic training in coaching skills to their manag-
ers. Rarely, however, do organizations at this point establish formal 
criteria for who receives coaching, nor do they measure the overall 
organizational benefi ts of coaching.  

  Stage 3: Proactive Coaching — Driven by a Business Need 
 Organizations at the third stage of the continuum typically use 
coaching in an organized, plan  ful fashion to address a specifi c busi-
ness issue or need, such as accelerating high potential development, 
on - boarding new leaders, driving a change in culture, or facilitat-
ing integration following a merger or acquisition. The benefi t to 
the organization as a whole, as well as to individual participants, 
is now a key factor. Organizations typically defi ne criteria for who 
delivers coaching, for who receives coaching, and for the coach-
ing process itself. Some organizations at this level set up internal 
coaching roles or formalize the coaching expectations for their 
HR and leadership development professionals. Some of the more 
sophisticated organizations at this stage may defi ne different tiers 
of coaching, such as providing internal coaches for new hires from 
outside the organization and providing external coaches for promo-
tions from within, or providing internal coaches for most middle 
managers and external coaches for most executives (Holstein, 
 2005 ; McDermott, Levenson,  &  Newton,  2007 ).  

  Stage 4: Strategic Coaching — Driven by Organizational Talent Strategy 
 Currently there are very few organizations at the fourth stage of 
the continuum, where coaching is integrated into the organiza-
tion ’ s overall talent management strategy and is used as a key tool 
in developing high priority or pivotal talent pools (Boudreau  &  
Ramstad,  2007 ). At this stage, organizations use coaching to maxi-
mize the value for individual participants, specifi c talent pools, 
and the broader organization by making sure that investments in 
coaching are clearly aligned with business strategy and organiza-
tional needs,  and  that coaching is the most appropriate and cost -
 effective method for the purpose. Organizations at the fourth 
stage are explicit about what is expected of managers as coaches, 
as well as what coaching needs are served by managers, internal 
professionals, and external coaches.    
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  A Framework for Coaching and Performance 
Management 
 There is a wide variety of defi nitions, models, and approaches 
to coaching, as represented in the collections edited by Kilburg 
and Diedrich ( 2007 ), Palmer and Whybrow ( 2007 ), and Stober and 
Grant ( 2006 ), just as a sample. This chapter presents a seven - part 
framework of important aspects of coaching and performance 
management, suitable for comparing and incorporating many 
diverse approaches, which will be used to examine how organiza-
tions at each stage of the organizational continuum can optimize 
their coaching efforts. 

 At the center of this framework is the Development Pipeline 
(Hicks  &  Peterson,  1999 ; Peterson,  2006 ), a model of the fi ve 
necessary and suffi cient conditions for any type of systematic 
development. The pipeline metaphor highlights that this is a 
constraint model (Goldratt  &  Cox,  1992 ), such that the amount 
of change a person can make is constrained by which aspect of the 
pipeline is most narrow. The other elements of particular impor-
tance to coaching are the coaching relationship itself and the 
organizational context (Peterson  &  Hicks,  1996 ). These seven 
elements are defi ned as: 

   1.    The coaching relationship.  The extent to which the working 
relationship between the coach and person is characterized 
by trust, acceptance, understanding, and other relationship 
factors that support learning and development. Coaches 
can build and enhance the coaching partnership by being 
respectful and listening attentively, focusing on the people ’ s 
agendas and helping them accomplish their own goals, being 
supportive and encouraging, and being accepting and non -
 judgmental (Kouzes  &  Posner,  2005 ; O ’ Broin  &  Palmer, 
 2007 ; Peterson  &  Hicks,  1996 ; J. Rogers,  2004 ; Smither  &  
Reilly,  2001 ).  

   2.    Insight . The extent to which the person understands what 
areas need to be developed or changed in order to be more 
effective. In many coaching models, there is a strong, some-
times almost exclusive, emphasis on feedback as the primary 
tool for insight, yet full insight requires an understanding 
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of four elements (Peterson  &  Hicks,  1996 ): (a) knowledge of 
the person ’ s own goals, values, and motivations, (b) how the 
person perceives his or her own abilities and style, (c) how 
others perceive the person (that is, feedback from others), 
and (d) the success factors and what is expected in a given 
role. These four elements are summarized into what Peterson 
(2006) calls the GAPS Grid: Goals and Values, Abilities, 
Perceptions, and Success Factors. Coaches can increase partic-
ipants ’  insight by helping them gain a clearer understanding 
of those four elements and how they relate to each other 
(Ellinger  &  Bostrom,  1999 ; Elliott et al., 1994 ; Kluger  &  
DeNisi,  1996 ; Prochaska, DiClemente,  &  Norcross,  1992 ; 
Prochaska, Norcross,  &  DiClemente,  1994 ).  

   3.    Motivation . The degree to which the person is willing to 
invest the time and energy it takes to develop oneself. 
Coaches can work with people to build motivation by clari-
fying both personal and organizational reasons for change, 
focusing on small, easy steps to initiate the process; identify-
ing personal and organizational barriers that make change 
diffi cult; and discussing specifi c steps for addressing barriers 
and challenges (Dweck,  1986 ,  2000 ; Miller  &  Rollnick,  2002 ).  

   4.    Capabilities.  The extent to which the person has the skills 
and knowledge that are needed. Coaches can enhance capa-
bilities by sharing new ideas and best practices, helping peo-
ple fi nd appropriate resources and opportunities to learn, 
exploring alternative ways to handle diffi cult situations, and 
practicing new skills and behaviors in realistic situations 
(Druckman  &  Bjork,  1991 ; Peterson  &  Hicks,  1996 ).  

   5.    Real - world practice . The extent to which the person has 
opportunities to try new skills at work. Coaches can facilitate 
transfer and generalization to the real world by identifying 
specifi c situations where change is appropriate, helping peo-
ple determine how they will put small changes into practice 
every day, working with people to create personal strategies 
for assessing in real - time what is working well and what they 
need to do differently (Druckman  &  Bjork,  1991 ; Holton  &  
Baldwin,  2003 ; Peterson,  2002 ; Peterson  &  Muros,  2008 ).  

   6.    Accountability . The extent to which there are internal and exter-
nal mechanisms for paying attention to change and providing 
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meaningful consequences. Coaches can enhance  accountability 
by encouraging people to make specifi c commitments for action, 
following up on commitments in a timely way, and encourag-
ing people to enlist others to give them feedback and discuss 
progress (Cameron  &  Pierce,  1994 ; Holton  &  Baldwin,  2003 ; 
Prochaska, DiClemente,  &  Norcross,  1992 ; Prochaska, Norcross, 
 &  DiClemente,  1994 ; R. W. Rogers,  2004 ; Peterson  &  Muros, 
 2008 ).  

   7.    Organizational context.  The extent to which the organiza-
tional context, including boss and HR support, organizational 
systems, culture, norms, and social relationships, support the 
coaching process. Coaches can enhance the organizational 
context by teaching the person to anticipate and address barri-
ers, enlisting other people in the process, and consulting with 
HR and senior leaders about creating a conducive climate 
for development (Hunt  &  Weintraub,  2002 ,  2007 ; Peterson  &  
Hicks,  1996 ; Underhill, McAnally,  &  Koriath,  2007 ).     

  The Manager ’ s Role 
 Managerial coaching has been recognized as a powerful tool for 
developing employees, enhancing job satisfaction and improving 
job performance (Hamlin, Ellinger,  &  Beattie,  2006 ; Jarvis, Lane,  &  
Fillery - Travis,  2006 ). Goleman ( 2000 ; Goleman, Boyatzis,  &  McKee, 
 2002 ) outlines how effective a leader can be in using a coaching 
style to get results across a wide range of business situations, yet 
also observes that it is the least used of the six leadership styles 
they studied. On a similar note, Lombardo and Eichinger ( 2002 ) 
observe that, whereas coaching is one of the leadership behaviors 
most desired by direct reports, it is unfortunately one of the least 
practiced. That contrast is exacerbated by the fact that the coach-
ing most people want is facilitative, supportive, and aimed at their 
own goals and needs, whereas the type of coaching they are more 
likely to receive is directive and aimed at accomplishing the man-
ager ’ s or organization ’ s goals (Keep  &  Rainbird,  2000 ; Peterson, 
Uranowitz,  &  Hicks,  1996 ). This tendency is greatest in organiza-
tions that are toward the ad hoc end of the organizational coach-
ing continuum, where little guidance or training on coaching is 
provided. In fact, in Stage 1, ad hoc organizations rarely use the 
word  “ coaching, ”  and the typical approach to coaching is viewed as 
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similar to good performance management: setting performance 
expectations, providing feedback and advice, and holding people 
accountable for performance. What organizations can do, there-
fore, to get the greatest value at Stage 1 is to ensure that managers 
take those three elements seriously (for example, include these 
behaviors in performance evaluations) and perform them well 
(for example, provide relevant tools and training that support the 
process). Setting clear performance expectations, for example, 
might involve discussions of goal   setting (Smither  &  Reilly,  2001 ), 
job and role descriptions, competency models, team and business 
unit objectives, organizational norms and values, as well as spe-
cifi c expectations of the manager. Providing feedback and advice 
at this stage is often best accomplished by teaching fairly simple, 
concrete models, such as DESC: Describe the behavior, Express 
your feeling about it, Specify the desired change, and state the 
Consequences if the desired change does not occur (Bower  &  
Bower,  2004 ). Holding people accountable may be as simple as 
ensuring periodic discussions of performance and effective annual 
performance reviews. 

 In terms of the coaching framework, managers in Stage 1 orga-
nizations tend to focus on Insight ( “ Here ’ s what we need from 
you and how I see you performing currently ” ) and Accountability 
( “ Here ’ s my evaluation of how you did this year ” ). Done well, 
even such an elementary approach can have a very positive 
impact on performance. 

 At Stage 2, Managed Coaching, organizations realize that 
coaching is an important skill for managers and begin to incor-
porate coaching into competency models and performance 
reviews and also provide training on coaching, although it is usu-
ally optional. They often describe coaching as a regular part of 
a manager ’ s job, although this typically remains an expectation 
rather than a reality. They tend to focus on four aspects of the 
coaching framework, building on the Insight and Accountability 
elements common to Stage 1 organizations and incorporating a 
focus on Capabilities and Real - World Practice.   

    Insight . Rather than the one - way process described earlier 
(communicate expectations and give feedback),  managers 
may now be expected to help employees clarify their personal 
goals and values, career plans, and development priorities, 

•
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and put together development plans that focus on building 
skills for current performance as well as for future perfor-
mance. The insight conversation thus becomes a more col-
laborative, shared process.  

    Capabilities and Real - World Practice . Managers become more 
responsible for ensuring that people are learning and apply-
ing new skills. A common practice is to fi nd ways to facilitate 
on - the - job learning (hence these two elements are combined 
here) through new responsibilities, special projects, and 
stretch assignments.  

    Accountability . At this stage, the accountability often shifts 
from purely on performance ( “ How well did you perform? ” ) 
to incorporate accountability for development itself ( “ What 
did you learn? ” ). Examples include requiring development 
plans from people and measuring progress against them as 
part of the performance review cycle.    

 To optimize value here, organizations can provide manage-
ment training in the required skills, formalize the organizational 
processes and tools that support these behaviors, communicate 
the importance and value of coaching to the organization, and 
provide role models of effective coaching and development. 
Many organizations at this stage have also launched 360 - degree 
feedback processes, so it is helpful to fi nd ways to link the 360 
results into the development planning and coaching process. 

 Because one of the biggest barriers to coaching at every stage 
is lack of time, it is important that organizations fi nd simple tools 
and ways to support managers. One useful, easily learned tool is 
the GROW model (Alexander,  2007 ; Passmore,  2007 ; Whitmore, 
 2002 ), a basic framework for coaching conversations: 

   G oal setting for the session as well as short term and long term  

   R eality checking to explore the current situation  

   O ptions and alternative strategies or courses of action  

   W hat is to be done, When, by Whom, and the Will to do it (some-
times labeled as Will, Wrap - Up, or Way forward)    .

 Whitmore ( 2002 ) points out that coaching based on the GROW 
conversation is designed to increase the person ’ s awareness (insight) 

•

•
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and responsibility (accountability), which are, as noted above, the 
two aspects of the coaching framework typically emphasized in Stage 
1 and 2 organizations. 

 Research conducted by Longenecker and colleagues 
(Longenecker  &  Ariss,  2002 ; Longenecker  &  Fink,  2001 ; 
Longenecker  &  Neubert,  2003 ,  2005 ) captures the state of coach-
ing in Stage 1 and 2 organizations very well. They fi nd that: 

   1   Most managers receive little or no formal on - the - job coach-
ing after training programs.  

   2.   Most managers receive little structured or ongoing perfor-
mance feedback.  

   3.   When feedback does occur, it tends to be reactive rather than 
proactive in nature.  

   4.   The higher people rise in an organization, the less likely they 
are to receive effective and meaningful performance feedback 
(Longenecker  &  Neubert,  2005 ).    

 Longenecker and Neubert ( 2005 ) surveyed forty - fi ve focus 
groups of managers to fi nd out what they valued in a manager -
 coach. They list ten behaviors in order of frequency of mention.   

   1.   Clarify what results/performance outcomes are needed/
desired (82 percent).  

   2.   Provide honest, ongoing, balanced performance feedback 
(78 percent).  

   3.   Impart feedback based on an accurate assessment of perfor-
mance (71 percent).  

   4.   Know the junior manager ’ s strengths and weaknesses 
(69 percent).  

   5.   Offer expert advice on performance improvement (64 percent).  
   6.   Develop a working relationship based on mutual benefi t and 

trust (60 percent).  
   7.   Understand the context, pressure, and demands of the junior 

manager ’ s job (58 percent).  
   8.   Support the junior manager in solving work problems 

(53 percent).  
   9.   Help the junior manager prioritize and stay focused (47 percent).  
   10.   Create accountability for performance improvement (44 percent).    
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 Note that the fi rst four all relate to Insight:  “ What is expected of 
me and where do I stand? ”  Without that information as a starting 
point, little can be done through coaching or through any means to 
improve performance. Four other items connect clearly to the coach-
ing framework: Item 5 speaks to Capabilities, Item 6 to the Coaching 
Relationship, Item 7 to the Organizational Context, and Item 10 to 
Accountability. The other two items may relate to multiple aspects 
of the framework, but not as clearly, for example. Item 8 has aspects 
related to the Relationship and to Real - World Practice, while Item 9 
might be related to Insight, Motivation, and/or Real - World Practice. 

 Research by the Gallup Organization (Buckingham  &  Clifton, 
 2001 ; Buckingham  &  Coffman,  1999 ), based on surveys of over a 
million employees and detailed interviews with eighty thousand 
managers, also emphasizes the essential nature of insight for 
development and performance. Buckingham and Coffman iden-
tifi ed twelve questions that differentiate highly effective manag-
ers from less effective managers. Question 1, which they regard as 
fundamental to all the rest, is,  “ Do I know what is expected of me 
at work? ”  Even though their purpose was not to examine coach-
ing, and the majority of the questions have to do with employee 
satisfaction and a positive working environment, several other 
questions speak directly to the manager ’ s role as coach. Question 5, 
for example ( “ Does my supervisor or someone at work seem to 
care about me as a person? ” ), is directly related to the coaching 
relationship, and Question 6 ( “ Is there someone at work who 
encourages my development? ” ) is linked to the Relationship, 
Motivation, and Accountability. 

 Another study also found insight to be at the top of the list. 
In - depth interviews with fi fty - eight executives from Fortune 250 
organizations found that managers reported that in their coach-
ing with others they were most likely to provide feedback and 
advice, work on development plans, and focus on specifi c skills 
(Peterson, Uranowitz,  &  Hicks,  1996 ). When asked what they 
most valued in the coaching they received, the same executives 
again listed feedback and advice as most important, but then the 
lists diverged signifi cantly. Their second and third most - wanted 
items were to have trusting relationships and information on 
organization strategy and how that relates to their development. 
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 These three sets of research, along with others (for example, 
Ellinger  &  Bostrom,  1999 ), reinforce the essential role of insight 
in managerial coaching. The coaching relationship also is men-
tioned, but at a lower level of importance. Nonetheless, it can be a 
critical element in the overall effectiveness of coaching (Hamlin, 
Ellinger,  &  Beattie,  2006 ; O ’ Broin  &  Palmer,  2007 ; Peterson  &  
Hicks,  1996 ) and it may matter even more in certain cultures 
outside the United States (for example, Noer, Leupold,  &  Valle, 
 2007 ). Hoppe ( 1998 ) points out that leaders in individualistic 
cultures, such as in the United States, tend to be less comfortable 
depending on others for support, whereas managers in collectivist 
cultures such as China, Mexico, Japan, Indonesia, and Singapore 
consider it their duty to guide and counsel their employees, and 
employees look to them for support. 

 Organizations at Stages 1 and 2 tend to be reactive in terms 
of how they and their managers approach coaching and per-
formance development. In Stage 3, Proactive Coaching, the focus 
shifts in two key ways — to using coaching proactively as a solu-
tion and to directing its use at broader organizational priori-
ties and talent pool needs as well as individual needs. Stage 3 
organizations build on the foundation established previously 
(clear Insight and Accountability) and add a stronger empha-
sis on Motivation and the Organizational Context. In terms 
of Motivation, organizations are often beginning to talk about 
coaching as an important leadership development technique for 
accomplishing business results, and fi nding ways to encourage 
groups of key people (pivotal talent pools; Boudreau  &  Ramstad, 
 2007 ) to participate. The Organizational Context is addressed as 
organizations launch coaching programs specifi cally designed to 
support and align with business priorities and other internal ini-
tiatives (Hunt  &  Weintraub,  2007 ; Peterson  &  Little,  2008 ). 

 Perhaps the most critical shift in coaching at Stage 3 is increas-
ing differentiation and clarifi cation of the specifi c coaching 
roles of managers, HR, and external coaches. One organization, 
for example, that was trying to drive decision making down the 
organizational hierarchy in an effort to be faster moving and 
more customer focused provided the following guidelines. These 
guidelines were originally prompted by discussions about how to 
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use coaching as part of the culture change process, and led to a 
more clearly delineated approach to coaching roles in general.   

   Managers are expected to address all basic coaching situa-
tions on their teams, defi ned as issues of underperformance 
and marginal performance; helping new members of their 
team get up - to - speed quickly; coaching for solid performers 
to keep them motivated, engaged, and growing; and support 
development for top performers and high - potentials to help 
them advance.  

   HR generalists are expected to provide coaching in three 
areas. First, to coach managers on their coaching skills and, 
in particular, help them coach people and performance 
problems they were otherwise reluctant to deal with. In the 
past, HR professionals in this organization had often been 
viewed as the primary coaches when poor performers needed 
feedback or counsel. Now, they were explicitly directed not to 
become involved except as coaches to the manager. Second, 
to coach managers who have recently participated in the 
company - wide training on driving decision making downward 
in the organization in order to help them make appropriate 
changes in their management style. Third, to coach managers 
who were recently promoted.  

   External coaches were only to be used in rare situations after a 
summary of the business rationale was approved, such as coach-
ing new hires at the vice presidential level or higher, or coaching 
critical leaders in extremely complex or challenging situations.    

 To support these changes, managers in this organization were 
required to attend a half - day of web - based training, and HR 
coaches were provided a three - day workshop on coaching skills. 
Senior executives also were engaged to share examples of how 
coaching had helped them become more effective leaders. 

 Organizations at Stage 4, Strategic Coaching, typically view 
coaching as an integral part of a manager ’ s job and often talk 
about building a learning culture or a culture of coaching and 
development (Clutterbuck  &  Megginson,  2005 ). One of the dis-
tinguishing features of this stage is that coaching is integrated 
into overall talent management strategy, so managers are typically 

•

•

•
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expected to incorporate coaching and learning into their regular 
activities. Organizations at this level generally have a clear sense of 
where they are focusing their leadership development  activities —
 for example, high - potentials, high performers, leaders moving 
into new roles, and those in the most critical positions — and they 
expect manager - coaches to align their coaching with those pri-
orities. Some organizations with a clear talent strategy are even 
being explicit about where they do not want managers to spend 
their time coaching, such as those that prefer to eliminate rather 
than coach the bottom 5 percent of workers as identifi ed in their 
forced ranking process.  

  Performance Management vs. Developmental 
Coaching 
 Although the fundamentals of coaching are similar regardless 
of purpose, it may help to highlight the differences in conversa-
tions where coaching is primarily forward - looking and develop-
mental in nature from those in which the person being coached 
is underperforming or not meeting important expectations. 
The GAPS Grid (see Table  4.1 ; Peterson,  2006 ), a framework for 
coaching conversations that addresses Insight and Motivation, 
can be used to illustrate some of the key differences:   

   Goals and Values  refers to what motivates the person ’ s behavior 
at work, which is essential to understanding their efforts to 
perform and to develop themselves. Each person ’ s most pow-
erful motivations are unique, although most people share a 
number of values to some extent, including money, recogni-
tion, affi liation and a sense of belonging, security, sense of 
purpose, opportunities to learn, and feeling valued.  

   Abilities  refers to the person ’ s view of his or her own skills, abilities, 
and style.  

   Perceptions  refers to how others (for example, boss, colleagues, 
direct reports, coach, family) see the person.  

   Success Factors  refers to the expectations of others regarding what 
it takes to be successful in a given role. Success Factors on the 
job may be found in job descriptions, annual goal setting and 
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Table 4.1  GAPS Grid with Representative Questions.

Where the person is What matters

The person’s 
view

Abilities: How the person 
sees him- or herself
•  How does this person 

see his or her own major 
strengths?

•  Where does he or she see 
weaknesses or areas he 
or she would like to get 
better at?

•  What abilities does he or 
she feel will serve best 
at accomplishing what 
matters?

•  What aspects of his or 
her skills or style get in 
the way of accomplishing 
what matters?

•  What skills does the 
person think have 
contributed most to 
success so far?

•  What additional skills 
does he or she think 
would be helpful?

Goals and Values: What matters 
to the person
•  What are the person’s most 

important goals, values, and 
interests?

•  What motivates the person 
at work?

•  What is most demotivating to 
him or her?

•  What does he or she fi nd 
most rewarding?

•  What inspires the person to 
do his or her best?

•  What work activities does he 
or she enjoy?

•  What would make work more 
fulfi lling for the person?

•  What does the person care 
most about in life?

•  What gives the person the 
greatest sense of satisfaction?

Views 
from other 
perspectives 
(boss, coach, 
peers, 
colleagues, 
senior 
management, 
family, 
friends, social 
networks, and 
others)

Perceptions: How others 
see the person
•    How do others perceive 

the person?
•    What do other people 

say about him or her?
•    How do others view 

the person’s strengths, 
weaknesses, style, and 
impact?

•    To what do other people 
attribute this person’s 
successes and failures?

Success Factors: What matters 
to others
•    What is necessary for this 

person to be successful in his 
or her current role? How are 
those factors changing?

•    What does this person’s boss 
value and expect?

•    What types of people and 
what skills are most valued in 
this organization? Why?

•    What does the boss (and other 
senior managers) expect of 
someone in this role?

•    What do relevant 
competency models, 
job descriptions, and 
performance metrics say 
about success in this role?

•    What social norms and 
organizational values are 
people expected to follow?
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objectives, competency models, organizational and cultural 
values, and informal analysis of who is and is not successful, as 
well as in the implicit assumptions and unspoken social norms 
for behavior.    

 The primary purpose of performance management conversa-
tions is to drive immediate changes in current behavior to meet 
expectations. Therefore, the most appropriate starting point in 
the conversation is Success Factors, followed by Perceptions, to 
indicate exactly what is expected of the person and where the 
person is falling short. After the external input is discussed, 
it makes sense to examine the person ’ s Goals and Motivations, 
to gauge his or her level of commitment to making the desired 
changes. Although genuine dialogue and mutual understanding 
are still desired in this type of conversation, it is essential that the 
person clearly understand the manager ’ s views. 

 Developmental coaching conversations have a wider range of 
purposes (enhance current job performance, build capabilities 
for future success, increase job satisfaction, fulfi ll one ’ s poten-
tial, and so forth), and it is generally most appropriate to begin 
with a discussion of the person ’ s Goals and Values. Beginning 
there builds the coaching relationship by showing an interest 
in the person and clarifi es the person ’ s motivations to perform 
and to develop, which is necessary to sustain any development 
effort. The second part of the conversation explores the relevant 
Success Factors (for the current role or a desired future role), 
followed by a discussion of Abilities and Perceptions to deter-
mine where development will have the greatest ROI in helping 
the person achieve what matters. 

 A common mistake in both conversations is starting with feed-
back (Perceptions data). It is much more effective to specify the 
objectives fi rst (accomplishing more of what matters to one or 
both parties — Goals and Values or Success Factors) and then dis-
cuss how each party views the person relative to those objectives 
(Abilities and Perceptions). 

 Other differences in the two types of conversations are dis-
played in Table  4.2 .   

 Finally, it is worth noting that each type of conversation has at 
least one signifi cant barrier that often gets in the way of managers 
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making the time for them. For developmental coaching, manag-
ers are often under a great deal of pressure to deliver immediate 
results and thus are unlikely to spend time coaching where the 
payoff is not relatively quick and tangible. For performance man-
agement, the conversations may be diffi cult, surfacing defensive, 
argumentative, and even emotionally volatile responses from peo-
ple. Thus, many managers tend to defer discussion or approach 
it in vague generalities that are less likely to offend but equally 
unlikely to accomplish desired changes. 

Table 4.2  Key Differences Between Performance Management 
and Development Coaching Conversations.

Developmental Coaching Performance Management

Purpose •  Varied, including 
building capabilities 
for current or future 
roles, enhancing 
job satisfaction, 
preparing for change, 
increasing agility and 
versatility, etc.

•  Drive immediate 
changes in current 
behavior to meet 
expectations

Insight and 
Motivation: 
GAPS 
conversation

•  Start with Goals and 
Values, then Success 
Factors

•  Focus on Success 
Factors, then 
Perceptions

Ongoing 
feedback

•  Periodic, primarily 
driven by the learner

•  Regular feedback and 
evaluation of progress 
against expectations

Accountability •  Primary 
accountability 
placed on learning 
and developmental 
progress over time

•  Strong focus on 
accountability for 
performance against 
specifi c objectives, 
with specifi c 
consequences clearly 
identifi ed

Time frame •  Typically six months 
to a year

•  Typically three months 
or less
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Table 4.3  Best Practices for Manager-Coaches.

1.  Coaching 
relationship

•  Take time to explore what is important to 
the person you are coaching—his or her 
goals, values, and motivations.

•  Communicate your desire to help the 
person develop and ask what kind of 
coaching he or she would like from you.

•  Communicate the positive expectation 
that you believe in the person and his or 
her ability to learn and make signifi cant 
progress on objectives.

2.  Insight •  Clearly communicate expectations and 
success factors.

•  Provide feedback and discuss performance 
relative to those expectations.

•  Ask questions that help people refl ect on 
their own behaviors, performance, and 
impact.

3.  Motivation •  Help people clarify their goals and 
motivations related to work and to their own 
development.

•  Identify specifi c personal and organizational 
benefi ts for development.

4.  Capabilities •  Provide specifi c advice and guidance on how 
to improve performance and behavior.

•  Encourage them to prepare development 
plans.

•  Support training, stretch assignments, 
and provide opportunities for on-the-job 
learning.

 One way to encourage managers to take coaching seriously 
is to incorporate coaching - related items into 360 - degree feed-
back and organizational surveys, such as,  “ My manager spends 
time coaching me, ”     “ My manager makes coaching a priority, ”   
  “ My manager is an effective coach ”  (Peterson,  2002 ; Peterson  &  
Kraiger,  2004 , Underhill, McAnally,  &  Koriath,  2007 ). Some best 
manager - coach practices are shown in Table  4.3 .    

(Continued)
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Table 4.3  (Continued)

5.  Real-world 
practice

•  Ask people what exactly they will to do 
to make progress on their development 
objectives, and where and when they plan to 
do it.

•  Help them fi nd or create opportunities that 
stretch their capabilities.

6.  Accountability •  Hold regular (for example, monthly) 
conversations to gauge progress against 
development objectives.

•  Ask people what they have learned recently 
and what they will do in the next month to 
continue learning.

7.  Organizational 
context

•  Ask people what organizational barriers are 
getting in their way and brainstorm ways 
they can work around them.

•  Be a role model of learning by seeking 
feedback and coaching from others, sharing 
development priorities and progress openly, 
and talking about why development is 
important to you personally.

  The Role of Human Resources and 
Internal Coaches 
 Human resource professionals are often at the nexus of coaching 
in organizations, given their role in supporting managers in han-
dling performance issues, coaching leaders directly, sourcing and 
managing external coaches, and supporting the external coaching 
process. Although there is a growing emphasis on having HR gener-
alists provide coaching internally (Hunt  &  Weintraub,  2007 ; Jarvis, 
Lane,  &  Fillery - Travis,  2006 ), there is a wide range of roles that they 
may be expected to fi ll, including any or all of the following: 

   Provide counsel and perspective to key leaders as a trusted 
adviser.  

   Coach and advise managers on their people issues.  
   Facilitate broad - based feedback to employees.  

•

•
•
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   Support development planning efforts.  
   Provide career coaching, planning, and exploration.  
   Handle sensitive and challenging people issues.  
   Coach people when managers lack the time, skills, or courage.    

 There is also a wide range regarding the centrality of the 
coaching duties to the person ’ s role, from a simple addition to 
the existing responsibilities all the way to serving exclusively as a 
dedicated internal coach. In any case, the trend toward a greater 
emphasis on internal coaching seems likely to continue, driven as 
it is by organizations ’  desires to manage costs and build internal 
capabilities ( Jarvis, Lane,  &  Fillery - Travis,  2006 ). Internal coaches 
may have several advantages over external coaches as well. For 
example, they are likely to understand the organization ’ s busi-
ness, culture, and politics; have greater opportunities to observe 
the person in action and provide immediate, real - time feedback; 
and be able to take advantage of coachable moments to leverage 
both formal and informal coaching. However, it is essential that 
internal coaches have a clear charter. Internal coaching has been 
much more successful in organizations where the purpose is clear, 
whether that is to provide support during and after a leadership 
development program, facilitate organizational change, assist in 
leadership transitions, or support organizational mergers (Frisch, 
 2001 ,  2005 ; Hunt  &  Weintraub,  2007 ). 

 Internal coaches also face several key challenges, especially 
compared to external coaches. First, they often have dual roles 
and potential confl icts of interest, such as when they are expected 
to reduce headcount in their organizational role and encourage 
people to talk openly about their development needs and career 
goals in their coaching role. The dual roles can also make priori-
tizing and fi nding time for their coaching diffi cult when they are 
pulled in other directions. Second, building trust and managing 
confi dentiality is a challenge when the people they are coaching 
wonder whose side the person is on and what will happen with 
any information they share. Third, internal coaches, especially in 
organizations where HR does not have a strong reputation, often 
have a harder time establishing credibility than external coaches 
might, unless they can quickly demonstrate business savvy and 
offer useful advice and insights. There are several ways to address 

•
•
•
•
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these issues, starting with making sure that internal coaches are 
screened, trained, managed, and evaluated as carefully as are 
exter nal coaches. Giving them a clear mission, having them coach 
individuals outside their working group, and making sure they 
have suffi cient time to allocate to coaching are also critical (Frisch, 
 2001 ;  2005 ; Hunt  &  Weintraub,  2007 ). 

 Finally, it is useful to compare where external or internal 
coaches are most useful. For example, one organization chose 
to use internal coaches — who know the organization well — for 
on - boarding newly hired executives from outside the organiza-
tion while using external coaches — who are experts in leadership 
competencies and helping people get up - to - speed quickly — to 
facilitate leadership transitions for current employees who are 
promoted or moving into new roles. 

 In general, external coaches are most appropriate in working 
with top executives, with highly confi dential or sensitive issues 
where the person does not want an internal person involved, 
and when internal coaches don ’ t have the time, specifi c expertise, 
or credibility (Holstein,  2005 ; McDermott, Levenson,  &  Newton, 
 2007 ). Internal coaches are most appropriate when on - the - job 
observation and real - time coaching are critical and when deep 
knowledge of the politics, personalities, or relationships is impor-
tant. In addition, it is recommended that organizations begin to 
think more about how to partner internal and external coaches, 
so that external coaches might have shorter, higher - impact engage-
ments with the internal coaches, serving to reinforce desired 
changes over time through regular feedback and support.  

  The Role of External Coaches 
 When organizations begin to use external coaches, they most fre-
quently do so in an ad hoc fashion, pursuing separate searches 
for an appropriate coach for each individual who needs coaching. 
As coaching grows in frequency, they tend to start lists of coaches 
with informal notes on which coaches are best suited for various 
needs and audiences. These lists tend to get more formalized 
until organizations set up processes to screen, select, and manage 
their pool of coaches, thus entering Stage 2, Managed Coaching. 
At that point, some organizations begin to set parameters for what 

c04.indd   134c04.indd   134 7/1/09   10:49:34 AM7/1/09   10:49:34 AM



Coaching and Performance Management  135

a typical engagement might look like, often driven by constraints 
around how much money they will allocate or the amount of time 
they allow for the coaching. Rarely, however, do organizations set 
out to strategically design a comprehensive process for managing 
the coaching conducted by external coaches, such as is outlined 
here. The following recommendations address fi ve key aspects —
 who is coached, who delivers the coaching, what the coaching 
process looks like, what organizational supports are involved, and 
how coaching is measured, evaluated, and enhanced. As in earlier 
sections of this chapter, the recommendations are tailored to the 
maturity level of the organization as refl ected in the four stages 
of organizational approaches to coaching. 

 Note that the eleven steps as listed follow a logical sequence 
designed to optimize the value of coaching for the amount 
of effort invested. However, all the steps are likely to be useful 
regardless of the order in which organizations choose to imple-
ment them. 

 At Stage 1, Ad Hoc Coaching, where the process is driven by 
individuals (for example, a participant, boss, or HR person), the 
primary goal is to ensure highly effective coaching to help indi-
vidual participants achieve their learning objectives. 

  Step 1. Select the Right Coach for the Need 

 There are so many different types of coaches, with different back-
grounds and approaches, that it is often diffi cult for individuals 
to identify the most suitable type of coach. Unfortunately, the 
focus of this search is often on fi nding  “ the right coach ”  without 
adequate consideration of  “ the need. ”  Given that the need is typ-
ically around enhancing effectiveness in business settings, some 
organizations have determined that they will only hire coaches 
with real business experience. However, there are three funda-
mental questions to be addressed in determining suitability of 
coaches for a given need: 

   1.   How familiar are they with this type of person and the world 
they live in? The coach needs to understand the vocabulary, 
issues, and challenges of the person in order to establish credi-
bility and to fi nd solutions that will actually work in their world.  
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   2.   What is the coach ’ s track record in working with people on 
this type of issue? Obviously, if a leader is working on strate-
gic thinking, it is helpful if the coach is familiar with a variety 
of approaches and tools that can be used and has successfully 
helped others enhance this capability.  

   3.   What is the coach ’ s approach to helping people learn across 
the entire Development Pipeline? This is essential because 
there is a signifi cant difference between helping someone 
who is motivated to learn about strategic thinking but simply 
doesn ’ t have the tools and someone who isn ’ t sure exactly 
what he or she needs to get better at and is even somewhat 
defensive about the need to change.    

 For the fi rst two questions, it is relatively easy to assess both the 
need and the coach ’ s level of experience and expertise in work-
ing with similar people on similar issues. For the third question, 
the following questions can be useful for screening coaches. 

  Insight:  What is your process for identifying the topics and 
issues to work on? What do you do when the person is already 
clear on the need versus when he ’ s not sure? What do you do 
when the person ’ s view is different from the boss ’ s or HR ’ s view? 

  Motivation:  How do you enhance the person ’ s motivation to 
work on development? How do you work with defensiveness or 
resistance? 

  Capabilities:  How do you help people acquire the skills and 
knowledge they need? 

  Real - World Practice:  How do you help people put into action 
what they know? What steps do you take to make sure the people 
are comfortable taking risks and trying new things? 

  Accountability:  How do you measure and evaluate progress? 
How do you make sure people feel a sense of accountability to 
get good? How do you ensure people stick with their develop-
ment plans when it is diffi cult or when distractions come up? 

 Based on the different needs refl ected in the Development 
Pipeline, there are four fundamentally different types of coaches: 

   1.   Feedback coaches, such as those who routinely administer 
and interpret 360 - degree feedback surveys and/or other per-
sonality surveys, interview the person ’ s peers and colleagues, 
and help put together development plans and action steps. 
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Whether this involves a simple 360 survey and a one -  or two -
 hour session all the way to intensive assessment and interviews 
with dozens of colleagues, the major goal is to gather and 
interpret feedback and launch the development process with 
a development plan.  

   2.   Insight and Accountability coaches, such as many personal 
and life coaches, trusted advisors, program follow - up coaches 
(coaches who meet for an hour a month for a period after the 
individual attends some other development program). This 
type of coach tends to clarify the person ’ s goals, values, and spe-
cifi c action steps and then follows up to see how well the person 
is progressing on accomplishing what matters to him or her.  

   3.   Content coaches, such as former business leaders, mentors, 
content experts and gurus, academics, and authors tend to 
focus on building capabilities, giving advice, and/or teaching 
relevant models, skills, and knowledge.  

   4.   Development experts or learning partners, such as many 
highly experienced coaches, often with a background in psy-
chology or the behavioral sciences, who focus on the process 
of helping people develop regardless of where they are con-
strained in the Development Pipeline.    

 All of these coaches have value and can be extremely effec-
tive when matched with the right need. However, feedback and 
content coaches may not be as effective when motivation is the 
issue, and the fi rst two types are not as useful when the person 
knows what he or she needs to work on but simply needs the 
right tools and capabilities. The fi rst two types of coaches tend to 
charge less than the latter two, because of the level of expertise 
involved, so it is wise not to hire a coach who has more (or differ-
ent) expertise than needed.  

  Step 2. Engage the Right Team to Support the 
Development Process 

 Even with the ideal coach, development works best as a coor-
dinated team effort, where each person plays a role to support 
learning and transfer. Bosses and/or other organizational spon-
sors should provide input on the goals of the coaching, review and 
sign off on the development objectives, provide encouragement 
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and support to the learner, provide ongoing feedback, evaluate 
progress, help remove obstacles, and identify opportunities for 
applying the new skills. They may also play an important role in 
communicating to others to manage perceptions and facilitate 
recognition of the progress being made. Human resources plays a 
role in ensuring appropriate feedback is brought in to the picture, 
measuring progress, evaluating the coach ’ s work, overseeing the 
overall process, and gauging suitability of the coach for other pos-
sible work in the organization. Even the participant may need to 
be educated on his or her role, including being receptive to the 
feedback, making coaching sessions a priority, devoting suffi cient 
time and attention to working on objectives, seeking feedback 
from a range of others, and keeping the sponsor and HR up - to -
 date on what he or she is learning, how things are progressing, 
and what assistance might be needed. The coach may be the team 
leader, clarifying expectations and ensuring that roles are clearly 
understood, but each person needs to play a part to optimize the 
development process. 

 At Stage 2, Managed Coaching, the use of coaching is typically 
driven by a champion or sponsor, with the primary goal being 
to set up a structured program or process to manage individual 
coaching engagements across the organization. The fi rst two 
steps from Stage 1 are important building blocks for continuing 
to get the greatest value.  

  Step 3. Manage the Pool of Coaches 

 Best practices in Stage 2 begin with establishing a suitable line - up of 
coaches and making sure they understand how to work effectively in 
a given organization. A useful approach may include the following: 

   Defi ne appropriate criteria for coaches who match the needs 
of the coaching participants, recognizing that the criteria 
might vary for different purposes.  

   Screen coaches carefully against those criteria, even those 
coaches who are already established inside the organization.  

   Select a relatively small pool (so the group is easier to manage) 
who meet the criteria, commit to learn about the organization, 
make themselves available, and agree to work within specifi ed 
guidelines.  

•

•

•
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   Orient coaches to the organization — key players, culture, values, 
strategy, business dynamics — as well as the coaching process you 
would like them to follow. Educate them about the HR systems, 
especially existing development tools, models, language, and 
processes that they can leverage and reinforce.  

   Meet with them periodically to learn what they are seeing 
and to keep them up - to - date with what is happening inside 
the organization.  

   Evaluate their performance by talking with participants about 
what the coaches did and how well they did it.     

  Step 4. Design a Clear Coaching Process 

 To ensure quality and consistency, each organization should set 
specifi c expectations for the type of coaching process (or processes, 
depending on the variety of needs they have) that they would like 
their coaches to follow. One of the challenges is fi nding the right 
balance between consistency and fl exibility (Peterson,  2002 ). 
Unfortunately, many organizations over - engineer the process, to 
the extent that they set up a one - size - fi ts - all program that elimi-
nates one of the greatest values of coaching — its fl exibility as an 
individually tailored solution. For example, some organizations 
have mandated 360 - degree surveys for everyone at the outset and 
no more than eight one - hour sessions. The mandatory feedback 
survey can be a waste of time when people already have a clear 
sense of what they need to work on or, as occasionally happens, 
have just completed a separate 360 survey as part of another 
process. The schedule and duration also needs to be fl exible, to 
accommodate different needs, different contexts, and often very 
different starting points. One organization set up three processes 
to address the most common needs they saw: 

   Coach - facilitated 360 - degree feedback and development plan-
ning, including thirty - minute interviews with the person ’ s 
boss and two or three others.  

   Focused coaching, of up to ten hours, scheduled as desired 
by the coach and participant. Some people opted for monthly 
one - hour conversations, whereas others had fewer but much 
longer, more intensive working sessions.  

•

•

•

•

•

c04.indd   139c04.indd   139 7/1/09   10:49:37 AM7/1/09   10:49:37 AM



140  Performance Management

   In - depth coaching, typically twenty to thirty hours of coaching 
over a six -  to   nine-month period, for people with signifi cant 
development needs or who were moving into much larger roles 
or who faced signifi cant challenges in their business.    

 Participants in each of these options were afforded consider-
able fl exibility. However, to ensure consistency, there were several 
requirements: each coaching participant needed the support of 
his or her boss and the HR person; had to submit a written devel-
opment plan with specifi c learning objectives and a clear link to 
business results; had to submit a written summary of progress 
and the value to the business; and had to participate in an evalu-
ation interview with HR at the end of the coaching. 

 Key considerations in setting up a logical, fl exible process 
include identifying: 

   Who is eligible to receive coaching and for what purposes 
(including specifying when coaching is not appropriate and 
what alternatives might be appropriate)  

   Who may authorize/approve coaching  
   Who pays for the coaching and how much can be spent  
   Who has input into the coaching objectives, how formal 
they are  

   How progress is to be tracked and evaluated  
   How coaches will be sourced and matched to participants  
   The role of boss and HR, and any other players who are involved  
   How confi dentiality and communication will be handled  
   What the timeframe is expected to be  
   How the engagement will end and what kind of ongoing sup-
port is available for continued development  

   How outcomes will be evaluated  
   Who will see outcome data and how information will be used 
to improve the process     

  Step 5. Market and Promote Coaching 

 It is surprising how many organizations will invest considerable 
effort in designing coaching programs and guidelines and then 
not market them internally to promote their use and  educate 

•

•

•
•
•

•
•
•
•
•
•

•
•

c04.indd   140c04.indd   140 7/1/09   10:49:38 AM7/1/09   10:49:38 AM



Coaching and Performance Management  141

consumers on the best practices for using external coaches. On the 
one hand, organizations interested in managing the use of external 
coaches should let people know how to fi nd an approved coach, 
what the expectations are for the coaching process, and how to 
participate in the evaluation process so that they can continue 
to receive input and improve their system. On the other hand, 
organizations that are interested in getting the greatest value from 
coaching should be promoting coaching to the people they would 
most like to participate, those for whom they think coaching can 
really make a difference. Communicating the value to participants 
and to the organization, making it easy to sign up and participate, 
and making the funding readily available for specifi ed audiences 
are important to ensuring that coaching is utilized optimally.  

  Step 6. Measure the Impact 

 There is strong research and case - study evidence that coaching is 
an effective leadership development tool (Jarvis, Lane,  &  Fillery -
 Travis,  2006 ; Peterson  &  Kraiger,  2004 ). However, because of the 
time and money it requires and the huge variability in coaches 
and approaches, it is still important that organizations evalu-
ate their own processes to make sure they are getting the level 
of results they seek. In addition, they can use satisfaction and 
outcome data to improve their own processes, including which 
coaches they use for what purposes, who receives coaching, how 
they match coaches to need, and where they can simplify the 
process and take costs out. The evaluation might be as simple as 
a few brief questions (To what extent was this coaching worth-
while? How effective was your coach? What recommendations 
do you have for improving the coaching process in the future?) 
to a detailed analysis of each component of the process (coach, 
administrative procedures, communication, organizational sup-
ports, the participant ’ s own effort and commitment, what exactly 
was learned, the business impact, and so on). Peterson and 
Kraiger ( 2004 ) outline a step - by - step process for identifying the 
purposes of the evaluation (for example, improvement, market-
ing, evaluation), the audience, the questions, the data - collection 
process, analysis, and communication of the results, as well as 
providing a complete sample survey. 
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 At Stage 3, Proactive Coaching, where coaching is driven by 
a business need and the focus shifts to developing pivotal talent 
pools as well as individuals, the primary goal is to establish struc-
tured coaching programs to enable and accelerate organizational 
change or response to external or internal needs. Two more spe-
cifi c steps supplement and build on the six preceding steps.  

  Step 7. Tailor Coaching to Your Organization ’ s 
Development Culture and Values 

 Lawrence ( 1998 ) illustrates this principle extremely well in her 
discussion of how diffi cult systematic group development was at 
her fi nancial investment company and why coaching was such 
an ideal fi t with their culture. Among other reasons, she stated 
that it was a very individualistic culture, so individual coaching 
could be tailored to each person. It was private, so people did 
not have to reveal their anxieties and weaknesses to others. The 
scheduling was totally fl exible, so they never had to be away from 
the stock markets for more than a short period of time and they 
could easily interrupt the coaching as needed. The organization 
is strongly relationship - based, which fi ts well with the ongoing 
relationship established in coaching. Finally, their culture is very 
results - oriented, and coaching could be focused quickly on the 
areas that would have clear payoff. 

 Another way to think about tailoring coaching to the company 
culture begins with assessing fi ve organizational values related to 
the Development Pipeline and how they may facilitate or impede 
development.   

    Candor  (related to Insight): Do people talk openly about 
expectations, work performance, and development needs? 
When candor is high, people tend to have higher levels of 
insight and   are typically more receptive to feedback and dis-
cussing their developmental priorities.

    Trust  (related to Motivation): Do leaders walk their talk and 
show concern for other people ’ s interests? When people 
trust their leaders, they are more motivated to work on their 

•

•
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development, believe the feedback they are hearing, try new 
things, take risks, and work toward longer - term goals.  

    Curiosity  (related to Capabilities): Do people value learning? 
Do they explore new ideas and discuss alternative ways to do 
things? In general, organizations that value and emphasize 
curiosity are more receptive to learning and to sharing knowl-
edge with each other.  

    Flexibility  (related to Real - World Practice): Do people take 
reasonable risks and try new things? Are they able to move 
across boundaries to take on stretch assignments or fi nd chal-
lenging new tasks? Development is much easier in settings 
that tolerate or even encourage risk   taking and trying new 
things.  

    Accountability  (related to Accountability): Are people account-
able for meeting their objectives and delivering on commit-
ments? To the extent that the culture values and encourages 
personal accountability, the coach may not have to take as 
much responsibility to ensure follow - through, whereas in low 
accountability cultures, the coach may have to systematically 
monitor and build in accountability at every step.    

 When these values are present in an organization, develop-
ment tends to be much easier in that area. For example, when 
an organization is high on candor, people tend to have higher 
levels of   insight to begin with, and coaches tend to fi nd it easier 
to facilitate insight with the people they coach. When candor 
is low, coaching participants may not have heard much direct, 
honest feedback, they may not have as clear a picture of exactly 
what is expected of them, and they may be more skeptical of 
information and perspectives that they have not heard before. 
Attempts to increase insight in low candor cultures, whether 
through coaching or any other development process, need to be 
more structured, systematic, and thorough in order for the mes-
sage to be received and accepted. The same is true for the other 
 values — when they are high, coaching efforts in that area can be 
relatively straightforward, and when they are low, it is important 
that the coaching process emphasize and structure the methods 
to address them. 

•

•

•
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 Some other common organizational values that infl uence 
development include: 

    Results orientation,  which tends to drive short - term performance -
 related feedback and advice, but short - circuits longer - term 
developmental coaching efforts. In a results - oriented culture, 
coaches need to make sure they are emphasizing practical, 
tangible skills that are directly connected to business results.  

    Respect for people,  which, depending on how it is manifested, can 
either enhance coaching through its focus on helping people 
fulfi ll their potential or make honest feedback and coaching 
quite diffi cult due to the emphasis on being nice and main-
taining harmony at any cost. Coaches working in this type of 
culture typically need to emphasize relationship - building and 
will be more effective when they can show how their work 
enhances results in a people - positive way.  

    Diversity,  which again may enhance or impede coaching, 
depending on whether it is refl ected in creating an environ-
ment in which everyone is encouraged to perform as well as 
possible or in which everyone is allowed to express personal 
fl aws and foibles out of respect for individual differences.  

    Competitiveness,  where people tend to coach and aid those on 
their team to optimize short - term results, but not take a longer -
 term, broader perspective on development.     

  Step 8. Differentiate Internal and External Coaching 
Roles and Equip Internal Coaches 

 There are six distinct coaching roles that people may play, although 
few organizations use all of them: the manager, a peer coach, a 
mentor, an HR/OD professional, a dedicated internal coach, and 
an external executive coach. Expectations for each of these roles 
can be narrow or broad, and formal or informal. Organizations 
are encouraged to carefully think through how they would like 
to use each role, if at all, and how they will equip people to ful-
fi ll those expectations. The purpose of this principle is to identify 
the person best suited, in terms of time, skills, and availability, to 
meet a given set of needs, starting with what type of coaching is 
the responsibility of the manager (and what kind of training and 
organizational supports required to do so effectively) and when an 
external coach might be involved. Most of these roles, such as the 

•

•

•

•
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manager - coach and external coach, are addressed elsewhere in 
this chapter, so here are a few notes on the others. 

 Peer coaches are often used as part of broader development 
programs, to coach and hold each other accountable for learning 
over a defi ned period of time. Mentors are typically senior - level 
executives, often from a different function or business unit, whose 
role is to share their expertise and experience with more junior 
leaders. Both roles have the advantages of building relationships 
and teamwork in the organization, requiring little additional 
investment (although the opportunity cost of taking managers ’  
time away from their regular jobs is rarely acknowledged) and hav-
ing face validity as relevant, credible resources. The  disadvantages 
are often lack of time and commitment (many might ask what the 
incentive is for them to spend time coaching someone in a differ-
ent business unit), lack of skills, and lack of a clear process. Many 
mentoring and peer coaching programs launch successfully and 
then fall by the wayside, as the pairs often have positive initial 
meetings and then lose focus as they try to fi gure out what exactly 
they are supposed to do next. Organizations that want to imple-
ment peer coaching and mentoring are encouraged to defi ne 
clear objectives and timetables; provide a useful structure to all 
the meetings (not just the fi rst one or two); provide appropriate 
training, support, and tools; fi nd ways to make scheduling and 
 follow - through easy and automatic (not simply leaving it up to the 
participants to schedule time on their own); and track progress. 

 At Stage 4, Strategic Coaching, where coaching is driven by 
talent strategy, the primary goal is to integrate coaching into the 
organization ’ s talent management systems to develop key tal-
ent pools and create greater competitive advantage for both the 
organization and the individual participants.  

  Step 9. Align Coaching with Business Needs and 
Talent Strategy 

 By this point, most organizations have taken steps to ensure that 
there is a business rationale for coaching. What is new at Stage 4 
is that organizations focus proactively on groups of people, rather 
than just on individuals, based on their overall business needs and 
talent strategy. One organization, for example, identifi ed business 
unit leaders as their most critical talent pool and launched three 
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coaching programs aimed at accelerating development for identi-
fi ed high - potential candidates for such roles, facilitating the tran-
sition into the role to get new business unit leaders up - to - speed as 
quickly as possible, and updating and expanding the capabilities of 
managers who had been in the role for a while or who were not 
performing at the top of their game. Another organization iden-
tifi ed four pivotal talent groups and designed coaching programs 
to match their development needs — new executives hired from 
outside the organization, newly promoted senior managers, high -
 potential mid - level leaders (often intended to fi ll the roles of the 
recently promoted), and leaders in mission - critical roles such as 
those entering or expanding into new markets (Peterson  &  Little, 
 2008 ). Both organizations systematically sought out and encouraged 
leaders in the targeted groups to participate in coaching and con-
comitantly reduced funding for other coaching needs as a means to 
keep total spending on coaching reasonable but maximize the ROI. 

 Talent strategy and any associated coaching programs must 
adjust to the times, of course. To ensure that coaching continues 
to provide optimal value, organizations must periodically ask them-
selves who the most critical talent pools are and to what extent 
coaching is an appropriate solution for their development.  

  Step 10. Integrate Coaching into Your Talent 
Management System 

 Coaching is such a fl exible process that it can support virtually 
any learning and development need. Organizations with a sys-
temic view of coaching ask themselves where coaching fi ts into the 
total talent management system, for example, selection (transition 
coaching, on - boarding for new hires), performance and rewards 
(performance coaching), leadership development (coaching for 
high - potentials, executive teams, or as a follow - on to other devel-
opment programs), and succession management (preparing for 
new roles, career development, retention). However, just because 
coaching might be helpful does not mean that it is best - suited or 
cost - effective for any of those needs, and organizations must fi nd 
the best - fi t solution from an array of options: 360 - degree feed-
back, web - based learning, classroom training, action learning, 
executive education, job rotation, coaching, and various blended 
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designs of these and other methods. Organizations that truly get 
the greatest value from coaching are those that know as much 
about when  not  to use coaching as they do about when to use it.  

  Step 11. Measure the Organizational Impact and Use 
the Input to Improve Coaching Processes 

 This builds on Step 6 (measure the individual impact) to evaluate 
how well coaching is building talent that contributes directly to 
organizational outcomes, including team and organizational per-
formance, leadership effectiveness, morale and motivation, reten-
tion of critical talent, talent readiness on the succession plan, 
and so forth. One of the keys to measuring the broader impact 
of coaching is to identify and defi ne criteria for  organization -
 level talent issues. There are two simple and yet often - overlooked 
issues here. First, fi nd a talent problem that senior executives are 
concerned about that coaching can help address — this should 
be part of the analysis in Steps 10 and 11. Second, use whatever 
measures you have available to immediately establish a baseline 
so that you can measure and demonstrate progress (if any) due 
to coaching. If there are no existing measures, simply survey 
executives and ask them to rate how severe the problem is. For 
example, if they say there is a lack of qualifi ed candidates for gen-
eral manager positions, and you are using coaching to prepare 
high - potential candidates for that role, consider using a three - 
or - four - item survey on that topic that you can repeat annually. 
Keeping the survey quick, simple, and immediately directed at 
the coaching issue can provide useful data on whether or not 
coaching is providing the desired results. 

 Asking several open - ended questions of coaching participants 
and their managers can also be useful to target the optimal par-
ticipants, improve the coaching process, and upgrade the qual-
ity of your coaches in the future (Peterson  &  Kraiger,  2004 ). For 
 example:  “ What did you [the participant] learn from this coach-
ing? ”     “ What was the business impact? ”     “ What can we do to improve 
the value our organization receives from coaching? ”     “ What would 
have helped you make a greater contribution to the business? ”  

 At least annually, those responsible for coaching and talent 
management should review the data and ask questions such as, 
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 “ How well are we addressing business needs and organizational 
objectives through coaching? ”     “ What has changed in our organiza-
tion and what do we need to do differently to gain optimal value 
from our coaching? ”     “ Where is the most pivotal talent pool today 
and in what ways might coaching be appropriate for them? ”    

  Building a Culture of Coaching and Development 
 Recently there has been an increase in the number of orga-
nizations seeking to create a culture of coaching. On the one 
hand, this appears a worthy goal in light of so many organiza-
tions striving to be agile and adaptable and employees crying 
out for more coaching and development opportunities. On the 
other hand, focusing exclusively on coaching to meet those 
needs seems idealistic and unduly emphasizes the solution over 
the need. For organizations, being able to perform well under a 
variety of changing conditions seems to be the goal, and coach-
ing is just one way to do so. For individuals, career advance-
ment, better opportunities, and greater rewards are likely goals, 
and continual learning and access to better opportunities are 
key. Teaching people how to learn for themselves is perhaps 
even more important than coaching, and yet rarely discussed 
(Peterson  &  Hicks,  1995 ). 

 Although it may partly be semantics, building a  performance -
 oriented culture  where coaching and self - guided development are 
valued might be a better way to describe what organizations 
are seeking. Talking about a coaching culture and then not fully 
delivering on that is likely to create false expectations and ulti-
mately greater cynicism when it becomes clear that organizations 
still care more about performance than development (Lindbom, 
 2007 ). See Table  4.4  for some best practices.   

 Many of the keys to building a culture of coaching are already 
described above. In addition, the following are recommended 
(Clutterbuck  &  Megginson,  2005 ; Hunt  &  Weintraub,  2007 ; 
Lindbom,  2007 ; Underhill, McAnally,  &  Koriath,  2007 ; Whybrow  &  
Henderson, 2007): 

   Start at the top, with senior executives as sponsors and role 
models for coaching. In parallel to Kanter ’ s assessment that 

•
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Table 4.4  Best Practices for Building a Culture of Coaching, 
Learning, and Development.

1.  Coaching 
relationship

•    Ensure senior leaders demonstrate high 
levels of candor, trust, openness.

•    Ensure leaders act as role models by 
communicating how they have coached 
others and how they have personally 
benefi ted from being coached.

•    Encourage managers and employees to 
discuss what they would like from each 
other to support their development, 
for example, feedback, support, 
encouragement, questions rather than 
criticism.

2.  Insight •    Clearly communicate the importance of 
coaching and learning.

•    Clearly communicate the expectation that 
people be active learners and coaches.

•    Clearly communicate what kinds of things 
you expect people to be learning, that 
is, link specifi c development priorities 
to business strategy and organizational 
objectives.

•    Encourage people to seek feedback from 
others.

3.  Motivation •    Cultivate credible and visible role models 
for learning, starting with yourself.

•    Recognize, reward, and reinforce learning.
•    Create heroes.
•    Tell stories about people who are 

developing.

4.  Capabilities •    Teach people skills and strategies for  
self-development.

•    Teach managers core skills and strategies 
for coaching and developing others.

•    Provide tools for seeking feedback and 
preparing actionable development plans.

(Continued)
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Table 4.4  (Continued)

5.  Real-world 
practice

•    Tolerate mistakes. Encourage people to 
talk about them and what they learned from 
them.

•    Encourage stretch assignments.

•    Build in opportunities for refl ection at the 
end of projects and assignments: What did 
we learn? What would we do differently next 
time?

6.  Accountability •    Metrics—survey employees on quality and 
frequency of coaching from their managers.

•    Metrics—survey people on their progress 
against development priorities.

•    Reward managers for developing and 
sharing talent.

7.  Organizational 
context

•    Survey employees on organizational barriers 
to learning and development and take action 
against relevant items.

•    Leaders as role models.

•    Build coaching and self-development into 
existing systems: competency models, 
performance appraisal, promotions, hiring

•    Provide a common language and experience 
for everyone.

•    Offer a varied menu of developmental tools 
and programs.

leaders  “ are more powerful role models when they learn than 
when they teach ”  ( 1997 , p. 56), senior executives are power-
ful role models for a coaching culture when they talk about 
the coaching they have received and how they have benefi ted 
from coaching, as well as when they talk about how they make 
coaching others a priority.  

   Provide incentives and rewards for coaching.  
   Make coaching and developing others a criterion for selec-
tion, promotion, and advancement in managerial ranks.     

•
•

c04.indd   150c04.indd   150 7/1/09   10:49:41 AM7/1/09   10:49:41 AM



Coaching and Performance Management  151

  Conclusion 
 In sum, coaching — whether delivered by managers, HR, internal 
expert coaches, or executive coaches — is a powerful tool for per-
formance management and for developing individual and orga-
nizational capabilities. Yet it is relatively expensive in terms of 
time and money, so it needs to be focused where it will make the 
greatest difference. Five key considerations are essential: 

   1.   How do we make sure we coach the right people to make the 
biggest difference?  

   2.   How do we make sure we use the right coaches equipped 
with the right skills for the need?  

   3.   How do we design the right process?  
   4.   How do we provide the right organizational supports?  
   5.   How will we evaluate and continually improve what we are 

doing?    

 It is probably impossible to design the ideal coaching system. Yet 
that is no reason to delay starting now, working wherever you are 
with whatever resources you have, to take steps to get greater value 
from the coaching that is being done in your organization today.  
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CHAPTER     5    

THE ROLE OF ON - THE -
 JOB AND INFORMAL 
DEVELOPMENT IN 
PERFORMANCE 
MANAGEMENT                  
  Paul Squires  

 Awareness of the importance of informal learning to the effec-
tiveness of performance management and to the success of an 
organization has occurred over the past ten years. A search of 
the literature reveals very few articles about on - the - job training 
and informal development until the 1990s and then an increase 
thereafter. The increase in literature about informal learning may 
in large part be attributable to two events. One was Peter Senge ’ s 
publication in 1990 of  The Fifth Discipline , which describes the 
author ’ s vision of a learning organization. The second was the pub-
lic appearance of the Internet in 1994 and the terrifi c growth in 
the number of Internet users and Internet traffi c since that time. 
Perhaps as a result of easy access to information and the increased 
interest in learning organizations, articles about informal learn-
ing and the qualities of an organization that promote informal 
learning began to appear more frequently (Birdi, Allan,  &  Warr, 
 1997 ; Lievens, Harris, VanKeer,  &  Bisqueret,  2003 ; Loewenstein  &  
Spletzer,  1994 ). Psychologists (and managers) have known for a 
long time that, regardless of the extent of access to information, 
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and even in the most supportive learning environment, there are 
individual differences in those who learn on the job or transfer 
formal learning to improved performance on the job (Gully, Payne, 
Koles,  &  Whiteman,  2002 ; Snow,  1986 ). 

 A critical component of effective performance management is 
the point in the process where the manager and employee, hav-
ing agreed on targets for development, create the employee ’ s 
development plan. The development plan may include formal 
learning, such as classroom training, or informal learning, such 
as on - the - job training, or both. As will be argued shortly, the 
vast majority of learning that occurs in an organization is infor-
mal learning, including learning that comprises development 
plans. For this reason, informal learning is a critical component 
of effective performance management. And, as will be described 
below, when practiced correctly, performance management 
includes informing the learner of the learning objective, providing 
learning guidance, giving informative feedback, and assessing 
performance. 

 A thorough understanding of the role of on - the - job training 
and informal learning in performance management includes 
knowledge of a very wide range of disciplines, including indus-
trial psychology, labor economics, learning theory, and organi-
zational theory. It is not the purpose of this chapter to present 
a thorough vetting of these disciplines and theories and their 
impact on designing and implementing performance manage-
ment. Rather the purpose of this chapter is twofold. One is to 
present the reader with specifi c information and principles from 
these disciplines that will broaden the reader ’ s understanding of 
on - the - job training and informal learning. This information and 
principles can improve the design and implementation of per-
formance management programs. The second purpose of this 
chapter is to provide practical recommendations, based on the 
information and principles, for building and managing perfor-
mance management programs. 

 The chapter begins with ideas from labor economics that 
provide a broader context for on - the - job training and informal 
learning and are valuable to a manager who wants to address the 
ever - present issue of the value proposition for informal learn-
ing. Next, the defi nition of informal learning will be discussed 
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because there is no consensus in the literature. Throughout the 
chapter, on - the - job training is considered a specifi c instance of 
informal learning. The incidence of informal learning and the 
methodological challenges to measuring informal learning will 
be reviewed. The characteristics of the workplace and the char-
acteristics of the worker that result in more frequent and more 
effective informal learning will be presented. These fi ndings are 
most important to a manager who is designing or implementing 
a performance management program. Finally, the chapter con-
cludes with practical recommendations to facilitate informal 
learning and two examples of projects completed by the author 
in which informal learning played a prominent role in perfor-
mance management.  

  Informal Learning and Human Capital 
 An interesting perspective on the importance of informal learning 
to an organization and the economy in general is provided by labor 
economists. Their view is that informal learning contributes impor-
tantly to the growth of human capital. Becker ( 1993 , p. 12), explain-
ing the expanding interest in human capital,  1   stated,  “ The main 
motivating factor has probably been a realization that the growth 
of physical capital, at least as conventionally measured, explains a 
relatively small part of the growth of income in most countries. The 
search for better explanations has led to improved measures of 
physical capital and to an interest in less tangible entities such as 
technological change and human capital. ”  The importance of 
human capital to the wealth of a society is substantial, especially 
in advanced countries. The wealth of a nation can be divided into 
human and nonhuman capital, where the latter includes a nation ’ s 
natural resources, buildings, equipment, and other tangible objects. 
In 1994, the per capita wealth—human and nonhuman—in North 
America was  $ 405,000. Most of that wealth (76 percent) was attrib-
utable to human capital (Ehrenberg  &  Smith,  2006 , p. 276). In less 
developed countries, the portion due to human capital is smaller 
(60 percent), but still substantial. 

 According to labor economists, human capital comprises 
the skills and knowledge a worker possesses and  “ rents out ”  
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to an employer for a period of time (Ehrenberg  &  Smith,  2006 , 
p. 276). Workers and employers both invest in human capital. 
The worker invests through efforts at formal and informal learn-
ing. The employer invests through formal and informal learning 
(on - the - job training). The employer benefi ts from human capi-
tal investments through increases in productivity, and the worker 
benefi ts from investments in his or her own human capital, 
although not right away, by increases in earnings. For both work-
ers and employers, the benefi ts of formal and informal learn-
ing are delayed, just like any investment. Workers are willing to 
forego higher current earnings while they acquire additional 
skills and knowledge. Employers are willing to sacrifi ce productiv-
ity and incur costs while the worker is gaining skills and knowledge 
while on the job. 

 Labor economists have reported for a long time the contri-
bution of formal education to gains in worker lifetime earnings. 
Table  5.1  provides an example. The table illustrates the earnings 
differential between those with a college education compared 
to those with a high school education, separately for males and 
females. On the left side of the table are the rates of high school 
graduation and on the right are the ratios of earnings that indi-
cate, for example, that in 2001 female college graduates aged 
twenty - fi ve to thirty - four earned 1.70 times as much as their age 
cohorts who graduated from high school. In all years for males 
and females, the ratios are greater than 1.0, indicating that in all 

Table 5.1  Earnings Differential by Education Level.

College Enrollment Rates (%) 
of New High School Graduates

Ratios of Mean Earnings 
of College to High School 

Graduates, Ages 25 to 34, 
Prior Year

Year Male Female Male Female

1970 55.2 48.5 1.38 1.42

1980 46.7 51.8 1.19 1.29

1990 57.8 62.0 1.48 1.59

2001 59.7 63.6 1.77 1.70
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cases college graduates earn more than high school graduates. 
This relationship between level of education and earnings holds 
for all levels of formal education, including comparisons of those 
who graduated from high school and those who did not and 
those with graduate school training compared to those who com-
pleted college only.   

 Labor economists have noted that differences in earnings are 
attributable to many factors, including education, socio -  economic 
status, and skills and abilities. Labor economists have also noted 
that the differences in earnings for different levels of educa-
tion increase over time. They have also observed that the most 
 rapid increase in the earnings for men and women occurs in 
the fi rst ten years of their careers and then it fl attens out. Labor 
economists attribute the cause of both of these phenomena to 
informal learning. First, the increase over time in the wage dif-
ferentials for different levels of education is caused, according 
to human capital theory, by the fact that those with greater lev-
els of formal education learn on the job more rapidly and more 
willingly than those with lower levels of education. Therefore, 
those with greater amounts of formal education seek out and 
are offered by their employers more opportunities for informal 
learning. Consequently, in later years, the earnings differentials 
are due to greater amounts and more rapid informal learning 
among the better educated. Regarding the second phenom-
enon, the rapid increase in earnings during the fi rst ten years 
of a career is attributable to the fact that workers are less will-
ing to invest in formal or informal learning as they grow older 
because, like any investment, the payoff period is shorter (fewer 
earning years to retirement as they age) and therefore the ben-
efi t of the investment is less. Most formal and informal learning 
occurs in the fi rst ten years of a worker ’ s career. A third inter-
esting phenomenon noted by labor economists and explained by 
informal learning is the fact that the correlation between formal 
education and earnings is greatest at about the ten - year point in 
a worker ’ s career. Before and after that period, the correlation is 
lower. This is explained by combining the fi rst two phenomena. 
If those with greater amounts of formal education participate 
in more informal learning, especially during the early stages of 
their careers, they will reap the benefi ts of the investment in the 
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 succeeding years. This creates a wage  differential that is greatest 
at about ten years into a worker ’ s career. At this point, the vari-
ance between earnings levels reaches its peak. Thereafter, workers 
with more formal education invest less time in informal learning, 
and eventually the rate of increase in their earnings slows, and 
the variance between themselves and those who participated in 
informal learning to a lesser degree is reduced. 

 Perhaps the economist who has spoken most trenchantly about 
informal learning and its importance to an organization and the 
economy is Gary Becker ( 1993 ) in his book  Human Capital.  In his 
discussion about on - the - job training, Becker points out,  “ Many 
workers increase their productivity by learning new skills and per-
fecting old ones while on the job. ”  Becker also states,  “ Theories of 
fi rm behavior, no matter how they differ in other respects, almost 
invariably ignore the effect of the productive process itself on 
worker productivity. This is not to say that no one recognizes that 
productivity is affected by the job itself; but the recognition has 
not been formalized, incorporated into economic analysis, and 
its implications worked out. ”  Becker then goes on to address this 
gap. He developed equations that explain the value of informal 
learning. In those formulations, he distinguishes between general 
training and specifi c training. General training is  training that 
provides a worker with the skills and knowledge to be more pro-
ductive, not only with the current organization, but with  others as 
well. As a result, workers pay the cost of general training and reap 
its rewards in the form of greater earnings in whatever organization 
they are employed. Specifi c training (primarily on - the - job train-
ing), on the other hand, is training that is useful and  productive 
only in the organization that provides it. The organization and the 
worker pay the costs of specifi c training and they both reap its ben-
efi ts. Becker included separate estimates of general and specifi c 
training in his formulations. 

 In the context of human capital, the developmental discus-
sions and informal feedback provided by supervisors in the 
course of managing the performance of their staffs take on a dif-
ferent light. From the human capital perspective, performance 
management plays a crucial role in the development of an orga-
nization ’ s human capital.  
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  What Is Informal Learning? 
 At one level the difference between informal and formal learning 
is easy to defi ne. If the learner is in a classroom or participating 
in a structured computer - based training program, the learning is 
formal; otherwise it is informal. However, a few examples of dif-
ferent types of learning activities quickly demonstrate the inade-
quacy of this simple defi nition. For example, is the use of a job aid 
considered formal or informal learning? Is coaching or mentor-
ing considered formal or informal learning? Is a lunchtime discus-
sion with a classmate about a concept just covered in a classroom 
considered formal or informal learning? Is using a knowledge 
base or searching the internet for needed information considered 
formal or informal learning? Researchers answer these questions 
differently because they defi ne informal learning in different 
ways (Lievens, Harris, Van Keer,  &  Bisqueret,  2003 ; Loewenstein  &  
Spletzer,  1994 ; Skule,  2004 ). 

 Examples of informal learning described by researchers include 
mentoring, ad - hoc training sessions by co - workers, reading inter-
nal publications, attending webinars, browsing a website, reading a 
book or article, observing an expert perform job tasks, and receiv-
ing constructive feedback from a supervisor. Some (Loewenstein  &  
Spletzer,  1994 , p. 2) defi ne informal learning as learning that 
 “ is produced jointly with the primary output of the worker  . . . .  ”  
Others (Berings, Doornbos,  &  Simons,  2006 ) defi ne informal 
learning as  “ implicit or explicit mental and/or overt activities and 
processes, embedded in working and work - related performance, 
leading to relatively permanent change in knowledge, attitude, or 
skills. ”  These researchers seem to emphasize the setting in which 
the learning occurs as an important factor that defi nes infor-
mal learning. There appears to be an assumption among these 
researchers that if the learning is in a work setting, it is unstruc-
tured and therefore informal. However, in a study about informal 
learning (Versloot, de Jong,  &  Thijssen,  2001 ), the researchers 
examined the informal learning that takes place in the work set-
ting but the learning was structured. They studied informal learn-
ing, which they described as  “ a form of job - oriented training 
which is located in the workplace. The trainee  performs  practical 
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 assignments according to a training plan and is instruc ted by an 
experienced colleague or supervisor. ”  But when one considers 
all the ways in which workers learn in the work setting — many of 
them quite structured such as mentoring and web - based self - paced 
learning — defi ning informal learning by the setting in which it 
occurs is unsatisfactory. Perhaps it is helpful to defi ne informal 
learning by considering both the structure and setting simultane-
ously. This approach creates the need to defi ne structure and set-
ting. Defi ning the settings as on - the - job, web - based, or classroom is 
simple and unambiguous. However, what are the characteristics of 
structured and unstructured learning? If there was a list of charac-
teristics, then some learning would contain all of these character-
istics, some would include none, and some would contain a few. A 
simple dichotomy — structured versus  unstructured — is insuffi cient. 

 There are different perspectives on the characteristics of 
structured learning, stages of learning (Bloom,  1956 ; Kanfer  &  
Ackerman,  1989 ), and principles of instructional design (Mager, 
 1997 ). For example, Gagne identifi es events of instruction (Gagne 
 &  Medsker,  1995 ) that are critical to well - structured training, includ-
ing gaining attention, informing the learner of the objective, stim-
ulating recall of prior learning, presenting the stimulus, providing 
learning guidance, eliciting the performance, giving informative 
feedback, assessing performance, and enhancing retention and 
transfer. Structured learning, then, may be defi ned as learning that 
is planned, designed, and delivered using principles of instructional 
design.  2   The more principles of instructional design that are present 
in the learning, the more structured the learning is, and when there 
are few or none, it is unstructured. 

 Table  5.2  presents a categorization of modes of learning that 
may prove useful to classify different types of learning, including 
informal learning. The columns represent the different settings 
in which learning occurs and the rows indicate the degree of 
structure contained in the learning situation.   

 Consider one of the categories in Table  5.2 , for example, the 
category formed by the intersection of  “ moderately structured 
learning ”  and  “ work setting. ”  If a worker is reading a methods 
and procedure manual in the work setting, the learning may be 
considered informal. The manual ’ s content may be based on 
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Table 5.2  Modes of Learning.

Work Setting Web-Based Classroom

Unstructured 
Learning

Self-paced: 
Observe how a  
co-worker 
performs complex 
job duties.
Group: Share 
a short-cut or 
safety tip with a 
colleague.

Self-paced: Look 
up information 
about six sigma 
methods on the 
Internet.
Group: Send a text 
or instant message 
to a colleague to 
obtain needed 
information.

Group: 
Brainstorm 
and problem 
solve in a 
meeting.

Moderately 
Structured 
Learning

Self-paced: 
Read a methods 
and procedure 
manual.
Group: Receive 
feedback from 
the supervisor 
about work 
performance.

Self-paced: Listen 
to a pod-cast.
Group: Participate 
in a blog that 
is part of a 
community of 
practice.

Group: 
Attend 
presentations 
at a 
professional 
organization 
conference.

Structured 
Learning

Self-paced: Use 
a performance 
support tool at a 
work station.
Group: Participate 
in formal coaching 
sessions with the 
master performer 
on the production 
line.

Self-paced: 
Participate in a 
self-paced training 
program.
Group: Attend a 
course available 
through the 
company’s learning 
management 
system.

Group: 
Attend a 
fi nance 
course 
delivered by 
an instructor.

job - related learning objectives and the content may be approved 
by subject matter experts. In this sense the learning is structured. 
However, the timing of the learning and the fi t between the stage 
of the learner ’ s mastery and the diffi culty of the materials may 
not be a good one. In this sense, the learning is unstructured. 
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Further, the learner is reading the manual in the work setting so, 
for that reason, the learning may be considered informal. 

 In contrast, consider the category formed by the intersection 
of  “ unstructured learning ”  and  “ work setting. ”  Because unstruc-
tured learning lacks most of the features of moderately or well 
structured learning, there is no control of the quality of the 
learning. This does not mean that unstructured learning cannot 
be good quality learning. Observing a master performer work 
through a diffi cult problem can be an excellent way to learn. 
Psychologists have known for a long time that observation learning 
is very powerful (Bandura,  1986 ). Receiving a tip from an expe-
rienced and expert worker is certainly valuable. An important 
limitation of unstructured learning is that it runs the risk of pass-
ing on bad habits, ineffi cient methods, and conventional ways of 
doing things. The learner may misunderstand and misapply what 
was observed, and the tip from the experienced colleague might 
be a bad one. 

 Learning, whether formal or informal, can be self - paced or 
performed with others. In the work setting and web - based columns 
in Table  5.2 , there are two examples of learning: one is self - paced 
and the other is group - based. Classroom learning is, by its very 
nature, with a group. An example of a web - based, moderately 
structured learning activity that is performed with others is par-
ticipating in a blog that is part of a community of practice. More 
specifi cally, a radio frequency engineer who participates in a blog 
with other radio frequency engineers to share opinions, news, 
and facts about recent Federal Communication Commission reg-
ulatory changes is using the web and learning in a moderately 
structured manner.  

  Incidence of Informal Training 
 While intuitively it would appear self - evident that the major-
ity of learning that a worker experiences is informal, few studies 
have attempted to measure it. One challenge to measuring the 
amount of informal learning that occurs in the workplace is 
the diffi culty in defi ning it. Nevertheless, researchers who do 
attempt to study it estimate that between 75 and 96 percent of 
all learning in organizations occurs informally. But estimates vary 
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widely. In a BLS report (Loewenstein  &  Spletzer,  1994 ), the results 
from the Current Population Survey indicated that 44 percent 
of workers receive formal training and 16 percent reported  “ yes ”  
when asked if they had participated in informal training. In the 
same report, the authors describe the results from a survey of 
2,625 employers that asked them to provide information about for-
mal and informal training practices. Referring to the fi rst three 
months on the job, formal training was provided by 13 percent of 
the employers and informal training was provided by 96 percent 
of employers. The informal training was unstructured and in 
the work setting and included activities such as assistance from 
co - workers, extra guidance provided by supervisors, and oppor-
tunities to work with or observe more experienced workers. The 
authors conclude that this latter fi nding — 96 percent of workers 
receive informal learning — is probably a more accurate refl ec-
tion of employer practices. 

 In a study of 1,500 Canadian adults, Mitchell and Livingstone 
( 2002 ) reported that over 90 percent of the respondents partic-
ipated in informal learning activities during the past year, with 
an average of fi fteen hours per week compared to three hours 
per week of formal training. While fi fteen hours per week seems 
to be a large portion of a work week, it is important to keep in 
mind that much informal learning occurs at the same time as 
productive work activities are carried out, during work breaks, 
and after work hours. The most common purpose for informal 
learning was to gain knowledge to keep up with the current job 
or careers. Two - thirds of respondents indicated that the infor-
mal learning was directed at learning computer skills required 
to perform their jobs. In a survey administered to 147 employers 
in Singapore (Osman - Gani  &  Jacobs,  2005 ), the most frequently 
used method of training among ten different methods was on -
 the - job training. This fi nding was consistent for all six industry 
sectors surveyed, including manufacturing, construction, fi nan-
cial and business services, transportation and communication, 
commerce, and other. Considering these fi ndings and the wide 
range of learning activities covered by the unstructured and 
moderately structured categories in Table  5.2 , the best estimate 
of the portion of workers who engage in informal learning is 
approximately 90 percent.  
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  Methodological Issues Associated with 
Informal Learning 
 Conducting research about informal learning is not only chal-
lenging when attempting to determine the frequency of its 
occurrence, but in many other regards as well. There are many 
methodological issues that arise when designing or conducting 
studies of informal learning. Chief among them, as previously 
discussed, is the fact that the defi nition of informal learning differs 
among researchers. Advances in the understanding of informal 
learning and its impact on the individual, on the organization, and 
on organizational processes such as performance management 
cannot be achieved until there are agreed-upon operational 
defi nitions. 

 Most studies of informal learning are fi eld studies that use 
surveys to gather data retrospectively about what employees do 
when learning informally (Berings, Doornbos,  &  Simons,  2006 ). 
Because they are fi eld studies, isolation of the informal learn-
ing techniques and their effectiveness is more challenging than 
if the techniques were studied in a laboratory setting. Because 
the survey ratings of informal learning activities are retrospec-
tive, they are subject to forgetting and misperception. Informal 
learning research is further challenged because the learning 
techniques and activities studied are predetermined, and the list 
in the survey may not provide the opportunity to identify other 
and different techniques and activities that the informal learner 
may have used. Some researchers use interviews to collect data 
about informal learners. This provides the opportunity to gather 
richer and more varied information about how informal learn-
ing occurs. Interviews are more effective than surveys in gaining 
insights into the acquisition of tacit knowledge and unobserv-
able skills and knowledge. The same is true of learning logs, per-
sonal narratives, and the creation of learning maps. However, 
these studies tend to be qualitative and often lack desired rigor 
(Berings, Doornbos,  &  Simons,  2006 ). Observation is used to 
gather information about informal learning. Observation can 
provide information about learning behaviors and the time 
spent on these behaviors. Observation can also identify the net-
work of contacts an informal learner uses to learn. 
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 Perhaps the best approach is to combine these methods to 
achieve a level of convergent validity. Qualitative methods such 
as learning logs and interviews might be used to build hypothe-
ses about the techniques and tacit knowledge used for effective 
informal learning. Cognitive psychology researchers (Davison, 
Vogel,  &  Coffman,  1997 ) have successfully used think - aloud meth-
ods and comparisons of expert and novice think - aloud protocols 
to  “ observe ”  the cognitive process and thinking used by problem 
solvers. These hypotheses can then be studied in laboratory set-
tings and in surveys to gather more rigorous empirical evidence 
of their importance to informal learning. For example, in the 
laboratory setting, those who have successfully transferred newly 
acquired skills to the work setting might be interviewed to identify 
the tacit skills and knowledge they used when applying the newly 
acquired skills in the work setting. Role plays that simulate work 
settings that facilitate or inhibit transfer and that include use 
of work samples provide the opportunity to study interventions, 
mediator variables, and workplace factors that infl uence transfer 
of learning. 

 A diffi cult challenge for informal learning researchers is the 
complexity of informal learning. Due to the lack of structure and 
the wide range of work settings in which it occurs, isolating key 
variables that facilitate or inhibit informal learning will be chal-
lenging. The rapid advances in information technology add com-
plexity. Researchers must understand how tools such as blogs, 
pod - casts, chat rooms, text messaging, and instant messaging are 
used and can be used for informal learning. 

 Work context variables are important for informal and for-
mal learning. Regarding the latter, when a worker completes 
classroom training and returns to the work setting, the extent 
to which learning gained in the classroom transfers to the work 
setting and results in improved performance has been the focus 
of much research (Baldwin  &  Ford,  1988 ). Since the transfer of 
training requires the worker to learn informally how to apply 
the knowledge, skills, and abilities gained in the classroom to the 
particular situation of his or her work setting, transfer of train-
ing may be considered a special type of informal learning. It is 
logical to assume then that the work context factors that infl u-
ence transfer of training will largely be the same as those that 
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support informal learning. Factors that infl uence training trans-
fer include the transfer climate of the work setting (for example, 
access to experts and opportunities to practice new gained skills 
and knowledge) as well as individual difference (for example, 
openness and extraversion) variables. Researchers must design 
more complex studies that can account for individual differences 
and work context variables and their interaction that are present 
in informal learning settings.  

  Characteristics of the Workplace That Enhance 
Informal Learning 
 If organizations wish to achieve Senge ’ s vision and become learn-
ing organizations, then they need to take actions to create a work 
environment that facilitates informal learning. If managers want 
to provide successful developmental opportunities following com-
pletion of a performance management process, then they must 
provide a work environment that supports informal learning and 
training transfer. Researchers have examined the characteristics of 
organizations that facilitate informal learning. Studies of informal 
learning in the workplace indicate that it is enhanced when there 
is suffi cient task variation, workers have the opportunity to partici-
pate in temporary work teams, they have the opportunity to con-
sult with experts inside and outside of the organization, and they 
have the opportunity to change their work duties and roles periodi-
cally (Eraut,  2000 ). In other studies, jobs that enabled workers to 
participate in communities of practice in which the communica-
tions and interactions are informal, but there are opportunities 
for problem solving and innovation, facilitate informal learning 
(Skule,  2004 ). Programs and incentives for sharing knowledge, 
job mobility, and autonomy on the job were found to facilitate 
informal learning as well (Marsick,  2003 ). 

 In a study of factors that assist or inhibit learning of new job 
assignments among 604 naval offi cers, the researchers (Morrison  &  
Brantner,  1992 ) examined job characteristics, work context, and 
work environment factors that infl uenced informal job learning. 
Researchers found that job characteristics that infl uenced learn-
ing were role complexity, job signifi cance, and job challenge. 
Work factors that infl uenced informal learning of the job were 
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the organization ’ s climate (for example, cooperation of leaders 
and competence of peers and subordinates) and pace of work. 

 Skule ( 2004 ) hypothesizes that some jobs are more learning 
intensive than others. Learning-intense jobs are characterized by 
three factors. These are jobs that require extensive learning for 
newly hired workers. These jobs have a long learning curve even 
when the worker has the requisite educational background. 
Learning - intense jobs require skills and knowledge that must be 
continually practiced or updated. In other words, workers who 
leave these jobs will quickly lose their competence to perform 
the job successfully. Skule also posited that there are seven work 
environment conditions that facilitate informal learning. These 
conditions include a work context that possesses a high degree 
of exposure to change, a high degree of exposure to demands 
from customers and managers, frequent communication with 
colleagues, managerial responsibilities such as decision making, 
project management, extensive professional contacts through 
trade associations and conferences, receiving feedback such as 
seeing the direct results of one ’ s efforts, management support 
for learning, and the presence of rewards (for example, higher 
salaries and advancement opportunities) for profi ciency. 

 In a telephone survey of thirteen hundred workers from 
eleven different industries and a wide range of jobs, the survey 
results indicated that jobs can be accurately measured as learn-
ing intense or learning deprived. Some evidence for this fi nding 
was the presence of a signifi cant correlation between the highest 
level of education for a worker and the learning intensive score 
for the worker ’ s job (r = .25). More interestingly, Skule found 
industry differences in the distribution of learning - intense jobs. 
For example, the oil industry at 40 percent and the banking, 
insurance, and commercial services industries at 35 percent each 
had the largest portion of learning - intensive jobs. The wholesale 
industry at 38 percent and the retail, hotel, and restaurant indus-
tries at 20 percent each had the most learning - deprived jobs. 

 As stated above, transfer of learning is related to informal 
learning because the instructional assumption is that the learn-
ing that occurs in the classroom will be applied in the work set-
ting. The learner has the responsibility to translate the skills 
and knowledge gained in formal instruction to the work setting. 
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This assumes that the learner continues to learn on his or her 
own by learning where, when, and how to apply the newly 
gained skills and knowledge in the work setting. This description 
fi ts into the unstructured, work - setting learning category in Table 
 5.1  and therefore is informal learning. Baldwin and Ford ( 1988 ) 
put forth a model of training transfer in which characteristics of 
the trainee, the work environment, and the training design infl u-
enced how well the trainee learned and how well the learning 
transferred to the work setting. Their research supported their 
view that social support in the work setting and opportunities 
to use the newly acquired skills and knowledge on the job are 
important work environment factors that infl uence the transfer 
of learning. The importance of trainee and work environment 
characteristics to successful transfer of learning was demonstrated 
in a study of eighty pilots learning assertiveness skills, specifi -
cally independence and directness, to improve fl ight team per-
formance (Smith - Jentsch, Salas,  &  Brannick,  2001 ). The best 
predictor of the transference of independence and directness 
skills was team leader support, a work environment charac-
teristic. Trainee perception of transfer climate support and a 
trainee ’ s predisposition to act assertively were the best predictors 
of transfer of learning among the trainee characteristics  studied. 
Interestingly, the contribution of trainee perception of  transfer 
climate support to the prediction of learning transfer was greater 
for those trainees with an external locus of control. Rouillier and 
Goldstein ( 1993 ) identifi ed four situational factors (goal cues, 
social cues, task cues, and self - control cues) and four conse-
quences (positive feedback, negative feedback, punishment, and 
no feedback) that create a transfer of learning climate that can 
facilitate or inhibit the informal learning required to support the 
use of newly acquired skills and knowledge on the job. Tracey, 
Tannenbaum, and Kavanagh ( 1995 ) distinguished between a 
transfer of training climate and a continuous learning culture 
and, using structural equation models, demonstrated that each 
predicted post - training behavior. Transfer of training climate 
focuses on observable characteristics of the work setting such 
as when a supervisor meets with the trainee to discuss how the 
training can be applied to the job. Continuous learning culture 
refers to the norms and values of an organization and occurs 
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when a manager encourages independent and innovative think-
ing at work. In a meta - analysis of factors that infl uence training 
motivation, the researchers concluded that transfer climate, 
job involvement, and emphasizing the job and career benefi ts of 
training increased the motivation to learn which, in turn, led to 
greater job performance. 

 In a different approach to training transfer, Williams and 
Rosenbaum ( 2004 ) recommend an approach to accelerate learn-
ing when the worker returns to the job after formal training. In 
their book,  Learning Paths , the authors focus on the time between 
the end of formal training until the time when the worker is fully 
competent. They labeled this  “ the time to profi ciency. ”  This time 
to profi ciency is when informal learning occurs, and the authors 
propose a strategy called the 30/30 plan to reduce the time 
to profi ciency for workers. Their plan enhances informal learn-
ing in order to reduce the time to profi ciency by 30 percent in 
the fi rst thirty days after formal training is completed.  

  Characteristics of the Worker That Infl uence 
Informal Learning 
 Characteristics of the worker have been shown to be important 
to formal learning. For example, individual differences in cogni-
tive ability have been shown to be strong predictors of job and 
training performance (Hunter  &  Schmidt,  1996 ; Jensen,  1980 ). 
In the Baldwin and Ford ( 1988 ) model of training transfer, they 
state that cognitive ability, personality, and motivation are impor-
tant worker characteristics that infl uence transfer of learning. 
These same characteristics are very likely to have a strong effect 
on informal learning, though there are few studies, other than 
formal training and transfer of learning studies, that demon-
strate the relationship. 

 In a meta - analysis of the  “ big fi ve ”  personality dimensions, 
the researchers found that individual differences in openness to 
experience and extraversion were signifi cantly correlated with 
learning profi ciency (Barrick  &  Mount,  1991 ). A separate meta -
 analysis showed that locus of control, conscientiousness, anxiety, 
age, cognitive ability, self - effi cacy, valence, and job involvement 
infl uenced training motivation (Colquitt, LePine,  &  Noe,  2000 ). 
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Self - effi cacy is a critical construct in social cognition and has 
been shown to play a key role in the transfer of learning (Birdi  &  
Warr,  1997 ; Frayne  &  Geringer,  2000 ), and learning and behavior 
change generally (Bandura,  1986 , Cervone,  2004 ). 

 Assessment centers, which measure a range of personality 
and leadership dimensions, have been shown to predict training 
performance (Gaugler, Rosenthal, Thornton,  &  Bentson,  1987 ). 
In a study of learning profi ciency and language acquisition for 
European managers preparing for job assignments in Japan, a 
large number of cognitive, leadership, and personality variables 
were measured (Lievens, Harris, Van Keer,  &  Bisqueret,  2003 ) 
using interviews, written assessments, and assessment center 
exercises. The results indicated that learning profi ciency was pre-
dicted by assessment center exercise scores for teamwork, com-
munication, adaptability, and organizational and commercial 
awareness. Openness to experience was the only personality mea-
sure that positively correlated with learning profi ciency. Some 
infl uences on informal learning are shown in Table  5.3 .   

 Pulakos, Arad, Donovan, and   Plamondon ( 2000 ) provided evi-
dence of the importance of worker adaptability in the work set-
ting. The researchers developed a taxonomy of work situations 
that require workers to demonstrate adaptability. Over nine thou-
sand critical incidents developed by managers were evaluated by 
fi ve industrial psychologists who determined that thirteen hun-
dred of them required a worker to demonstrate adaptability. From 
these they created an eight - dimension model of adaptability. In 
a subsequent study they tested the reliability and validity of a Job 
Adaptability Inventory (  JAI). The JAI diagnoses a job ’ s adaptive 
performance requirements along eight dimensions: handling 
emergencies, handling work stress, solving problems creatively, 
dealing with uncertain situations, learning, interpersonal adapt-
ability, cultural adaptability, and physically oriented adaptability. 
Exploratory and confi rmatory factor analyses supported the validity 
of the JAI. Knowing the adaptive requirements of a job, a manager 
can make better selection decisions about who is most suited for a 
position, provide required training to support a worker ’ s adaptive 
skills, and give more valuable guidance in performance manage-
ment situations. 
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 Unlike formal learning research, there is a dearth of informa-
tion in the informal learning literature regarding a set of worker 
characteristics, including metacognition, goals, and self - effi cacy, 
and how they infl uence informal learning. This chapter is not 
intended to provide a review of all of these characteristics, but 
there is every reason to believe that they play important roles. 
Arguably most important among these factors is metacognition. 
Metacognition is the thinking and monitoring a person does 
about one ’ s own cognitive activities. Research has demonstrated 
the importance of metacognition to learning (Flavell,  1979 ; 
Sternberg,  1988 ). When a person considers different approaches 
to learning, that person is engaging in metacognitive activities. 
When a person recognizes apparent contradictions in instruc-
tional information and, further, recognizes the need to resolve 

Table 5.3  Infl uences on Informal Learning.

Individual Factors Work Context Factors

Openness to experience Task variation

Cognitive ability Feedback

Extraversion Job mobility

Locus of control Role autonomy

Conscientiousness Role complexity, challenges

Anxiety Participation in temporary teams

Age

Self-effi cacy

Valence

Job involvement

Teamwork

Communication

Adaptability

Organizational awareness

Commercial awareness

Access to experts in and outside 
of the organization

Opportunity to use new skills and 
knowledge

Social support in work setting

Incentives in sharing knowledge

Pace of work

Competence of peers

Exposure to customer and manager 
demands

Frequency of communication with 
colleagues
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the contradiction in order to master the information, that person 
is engaging in metacognitive activities. The unstructured condi-
tions of informal learning would require the learner to exercise 
more metacognitive skills than are required in a formal learning 
situation. In an informal learning situation, there is no instructor 
to guide the learner through the learning process. The monitor-
ing, assessing, sequencing, and prioritizing of learning must all 
be provided by the learner. 

 Goal orientation also infl uences learning (Dweck  &  Leggett, 
 1988 ; Schmidt  &  Ford,  2003 ). Goal orientation is the tendency 
among some learners to compare their learning progress to 
their prior levels of mastery. This orientation has been called 
mastery goal orientation (Baldwin  &  Ford,  1988 ; Salas  &  Cannon -
 Bowers,  2001 ). By contrast, other learners compare their mastery 
to others or assess their skill levels as a measure of self - worth. This 
orientation has been called performance orientation (Dweck  &  
Leggett,  1988 ). Those with a mastery orientation are more suc-
cessful learners and they experience less stress in their learning 
experience. In an informal learning setting, it is reasonable to 
expect that the mastery - oriented learner would be more open 
to the suggestions and learning opportunities offered by colleagues 
and the supervisor compared to a learner with a performance 
orientation. 

 Self - effi cacy is another worker characteristic that plays an 
important role in learning (Bandura,  1986 ; Schmidt  &  Ford, 
 2003 ). Self - effi cacy is the belief one holds about one ’ s chances 
of performing an activity successfully. Self - effi cacy tends to be 
situationally specifi c, that is, one may have high self - effi cacy for 
calculating the cost of completing a project, but low self -
 efficacy when required to make a formal presentation to others 
about the project ’ s costs. Self - effi cacy is related to outcome 
expectancies and perseverance. One ’ s self - effi cacy is related to 
one ’ s expectations of success or failure. Additionally, those with 
greater self - effi cacy are more likely to persevere in the face of 
failure. They will continue to make an effort to learn, despite 
the uncertainty and confusion that accompanies learning. 
The success achieved by perseverance, in turn, improves outcome 
expectancies and enhances self - effi cacy. In an informal learning 
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situation, self - effi cacy would be critical to success. In a formal 
learning situation, the instructor may provide encouragement 
and point to areas of success that increase positive outcome 
expectancies and self - effi cacy. However, in an informal learning 
setting, the learner must possess these characteristics in order 
to succeed. 

 There is an important interplay among metacognition, goal 
orientation, and self - effi cacy. Learners who engage in greater 
amounts of metacognitive activity learn more, and this increases 
self - effi cacy. This relationship is greater for those with a mas-
tery orientation than those with a performance orientation. In 
a study of adults attempting to learn how to create web pages, 
researchers (Schmidt  &  Ford,  2003 ) demonstrated this interplay. 
Learners who engaged in greater amounts of metacognition 
achieved greater levels of mastery of declarative knowledge, did 
better on the training assessment, and reported higher levels of 
self - effi cacy. These effects were found even after adjusting for 
prior ability and experience with web pages. In addition, learners 
with a mastery orientation reported more metacognitive activity 
during the web training than learners with a performance ori-
entation. Regarding informal learning settings, the researchers 
concluded,  “ The results have implications for many learning con-
texts in which there is a great deal of learner control and limited 
feedback. ”   

  Performance Management, Work and 
Worker Characteristics 
 Considering the studies of work environment and worker char-
acteristics as a whole, what conclusions might be reached and 
what implications are there for the design and administration 
of a successful performance management program? First, some 
conclusions can be reached about the work environment and 
worker characteristics. Work environments matter — greater infor-
mal learning occurs when managers and supervisors support 
learning in the work setting. This includes more systemic actions 
such as setting policies that support informal learning and imple-
menting reward systems that encourage independent thinking 
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and  innovation. Managers should ensure that more local and 
concrete actions occur, such as providing workers with time 
to practice their newly acquired skills when they return to the 
work setting, demonstrating how the new learning is applied to 
the job, providing access to experts, and providing opportuni-
ties for job changes. Jobs that are challenging, provide feedback, 
and whose tasks are varied facilitate the occurrence of informal 
learning. 

 The research on worker characteristics that facilitate either 
the transfer of learning or structured learning provides guid-
ance for actions to facilitate informal learning. It is certainly 
no surprise that cognitive ability is important to learning of any 
kind. Personality dimensions that were consistently found to be 
important to learning were openness to experience and extra-
version. Considering the lack of structure present in informal 
learning, these qualities may be even more important to the 
success of informal learning. The same may be said of metacog-
nition, goal orientation, and self - effi cacy. The social cognition 
literature consistently identifi es the importance of these worker 
characteristics and others to behavior change. The presence of 
these cognitive skills and personal characteristics is likely to be 
even more important in an informal learning setting than in a 
structured one. 

 In light of these fi ndings, some recommendations for perfor-
mance management can be made. While some of these recom-
mendations may benefi t from greater empirical support, these 
are suggestions that can be made while making only modest 
inferential leaps from the current literature on formal and infor-
mal learning.   

   1.   Transfer climate is an important element of a culture for 
continuous learning. If managers and supervisors take steps 
to enhance the transfer climate for learning, then a culture 
of continuous learning will, more likely, arise. Performance 
management will be enhanced when the development needs 
that are identifi ed in a performance feedback session are 
implemented in an environment that supports formal and 
informal learning at the policy and local levels.  
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   2.   Ensure policies, norms, and systems exist that support infor-
mal learning. For example, new technologies that support 
communication and access to information should be rou-
tinely implemented; workers should be expected to learn and 
use these technologies; workers should be encouraged to try 
different approaches to problem solving; and workers should 
be expected to attend a fi xed number of hours of training 
per year (for example, forty) from which informal learning 
will fl ow once back on the job.  

   3.   Ensure job assignments are challenging, tasks are varied, and 
workers have the opportunity to change jobs. The performance 
management process offers opportunities to address these issues 
openly and to take corrective action as necessary.  

   4.   When workers are placed in new jobs or given new job duties, 
the need for informal learning arises immediately. The need 
for performance feedback is greater when a person takes a 
new job or takes on important new responsibilities. Facilitating 
informal learning at these times is important and can be directly 
addressed.  

   5.   If structured training is included in a development plan, the 
supervisor or a competent peer should be available to dem-
onstrate how to apply the newly acquired skills when the 
worker returns to the work setting.  

   6.   In addition to more cognitive ability, those workers who are 
high in openness to experience, extraversion, or self - effi cacy 
are more likely to benefi t from formal or informal learning. 
Workers who do not possess these qualities are less likely to 
benefi t from informal learning. Consequently, these worker 
characteristics should be taken into account when creating a 
development plan.  

   7.   Recognize that workers who demonstrate a performance goal 
orientation are less likely to learn informally. These workers 
should receive more structured learning opportunities than 
informal learning opportunities. The supervisor should make 
the worker aware of the importance of approaching learning 
situations with a mastery goal orientation.  

   8.   The supervisor should avoid making comparisons to others 
but rather provide ipsative feedback, that is, feedback that 
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compares the worker ’ s performance and present skill levels 
against previous performance and skill levels.  

   9.   Provide access to experts, inside and outside the organization, 
and the time to learn from them. There are a wide range of 
methods to accomplish this recommendation, including low -
 tech approaches such as lunch hour meetings with experts 
and high - tech approaches such as using social networking 
technology to build contacts. Participating in communities of 
practice and brainstorming solutions are facilitated by these 
networking technologies.  

   10.   Recognize work situations that create the need for informal 
learning and take steps to facilitate it. For example, when 
uncertain organizational situations arise such as an organi-
zational restructure, a manager can proactively meet with 
workers to identify impacts, learning gaps, and solutions to 
minimize impacts and close learning gaps.     

  Best Practices in Performance Management 
and Informal Learning 
 The following sections provide two best practice examples of 
informal learning integrated into a performance management 
system. The two examples are descriptions of projects the author 
led for U.S. - based, global Fortune 500 corporations. One project 
focused on managers and the second project focused on union -
 represented, front - line workers. Referring to Table  5.2  in which 
modes of learning were categorized according to the setting 
and the amount of structure in the instructional design, these 
examples refl ect the moderately and less - structured learning 
in the work setting. The manager project is web - based and the 
front - line worker is not. In both cases, the best practice examples 
include, in a very important role, information obtained from a 
job analysis. Task, skill, and knowledge information from a job 
analysis was used to ensure that performance assessments, feed-
back sessions, and developmental activities were tied closely to 
job requirements. This was true when the search for develop-
mental activities was initiated by the worker or by the supervisor 
providing the performance feedback. 
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  Managers 

 The organization wanted to provide a better way for its perfor-
mance management system to support the development of the 
leadership skills among its managers. The organization has 
several business units that produce and sell widely different 
products and services. The solution had to support the develop-
ment of leadership skills among all managers in all parts of the 
business. 

 The fi rst step was to conduct a job analysis that identifi ed the 
critical work activities managers must perform in order to be 
successful. Therefore, the job analysis focused on the core work 
activities that are performed by all managers. This can be a dif-
fi cult challenge due to the great variety of work performed by 
managers. For example, human resource managers and market-
ing strategists are likely to have few work activities in common. 
The solution to this challenge existed in recognizing that there is 
no requirement in the performance management system for all 
managers to perform all of the work activities. Managers could 
pick those that were most important to them. The work activi-
ties, however, needed to cover the full range of core work per-
formed at different levels of management. Also, the organization 
had a leadership model that had to be included in the solution. 
Consequently, the goal of the job analysis was to identify the work 
activities that were associated with the organization ’ s leadership 
model at different levels of management. There needed to be 
enough overlap between key work activities and the dimensions 
of the leadership model to enable managers to receive some 
guidance about their pursuit of informal learning. The leader-
ship model included six dimensions: strategic thinking, business 
acumen, communication, sense of urgency, customer focus, and 
change management. Four groups of work activities were identi-
fi ed in the job analysis (Table  5.4 ).  3     

 The job analysis included the identifi cation of the knowledge 
requirements for each group of work activities. There were six-
teen categories of knowledge, each of which contained six to 
twelve more specifi c knowledge statements. For example, the 
work activities for  “ Manage metrics and scorecards ”  included 
requirements to possess knowledge of accounting, performance 

c05.indd   181c05.indd   181 7/1/09   10:51:00 AM7/1/09   10:51:00 AM



T
ab

le
 5

.4
  F

ou
r 

G
ro

up
s 

of
 W

or
k 

A
ct

iv
it

ie
s.

W
or

k 
Fu

nc
tio

ns
Ta

sk
s

Pr
ov

id
e 

in
pu

t t
o 

th
e 

cr
ea

ti
on

 
of

 th
e 

st
ra

te
gi

c 
pl

an
.

1.
  R

ev
ie

w
 e

ac
h

 d
ep

ar
tm

en
t’s

 c
on

tr
ib

ut
io

n
 to

 th
e 

st
ra

te
gi

c 
pl

an
s 

to
 id

en
ti

fy
 

op
po

rt
un

it
ie

s 
fo

r 
al

ig
n

m
en

t.

2.
  I

de
n

ti
fy

 n
ew

 a
n

d 
em

er
gi

n
g 

tr
en

ds
 in

 th
e 

m
ar

ke
t c

on
di

ti
on

s,
 fi 

n
an

ci
al

 
m

ar
ke

ts
, t

ec
h

n
ol

og
y,

 r
eg

ul
at

or
y 

ch
an

ge
s,

 a
n

d 
co

m
pe

ti
ti

ve
 la

n
ds

ca
pe

 o
f 

th
e 

bu
si

n
es

s 
to

 in
fo

rm
 s

tr
at

eg
ic

 d
ec

is
io

n
s.

3.
  P

re
se

n
t t

h
e 

st
ra

te
gi

c 
pl

an
 a

n
d 

h
ig

h
lig

h
ts

 to
 m

an
ag

em
en

t f
or

 a
pp

ro
va

l.

4.
  C

re
at

e 
pe

rf
or

m
an

ce
 m

et
ri

cs
 to

 m
ea

su
re

 th
e 

su
cc

es
s 

of
 th

e 
st

ra
te

gi
c 

pl
an

.

5.
  C

re
at

e 
H

R
, I

T,
 s

al
es

, a
n

d 
lo

gi
st

ic
s 

pl
an

s 
th

at
 a

re
 r

eq
ui

re
d 

to
 s

up
po

rt
 th

e 
st

ra
te

gi
c 

pl
an

.

6.
  A

lig
n

 r
ol

es
, r

es
po

n
si

bi
lit

ie
s,

 a
n

d 
ac

co
un

ta
bi

lit
ie

s 
w

it
h

 th
e 

go
al

s 
of

 th
e 

st
ra

te
gi

c 
pl

an
.

Se
t p

er
fo

rm
an

ce
 e

xp
ec

ta
tio

n
s 

in
 

co
lla

bo
ra

tio
n

 w
ith

 e
m

pl
oy

ee
s.

1.
  R

ev
ie

w
 th

e 
st

ra
te

gi
c 

pl
an

 to
 d

et
er

m
in

e 
w

h
at

 p
er

fo
rm

an
ce

 r
es

ul
ts

 w
ill

 b
e 

re
qu

ir
ed

 fr
om

 e
m

pl
oy

ee
s.

2.
  R

ev
ie

w
 a

n
d 

re
vi

se
 e

m
pl

oy
ee

s’
 g

oa
ls

 a
n

d 
ob

je
ct

iv
es

 th
at

 d
el

iv
er

 r
es

ul
ts

 
al

ig
n

ed
 w

it
h

 th
e 

st
ra

te
gi

c 
pl

an
 r

eq
ui

re
m

en
ts

.

3.
  R

ev
ie

w
 a

n
d 

re
vi

se
 e

m
pl

oy
ee

s’
 m

et
ri

cs
, b

en
ch

m
ar

ks
, a

n
d 

cr
it

er
ia

 th
at

 w
ill

 
be

 u
se

d 
to

 e
va

lu
at

e 
at

ta
in

m
en

t o
f g

oa
ls

 a
n

d 
ob

je
ct

iv
es

.

4.
  B

ui
ld

 e
m

pl
oy

ee
 a

cc
ep

ta
n

ce
 a

n
d 

bu
y-

in
 b

y 
co

m
m

un
ic

at
in

g 
a 

sh
ar

ed
 

un
de

rs
ta

n
di

n
g 

of
 g

oa
ls

, o
bj

ec
ti

ve
s,

 a
n

d 
ex

pe
ct

ed
 r

es
ul

ts
.

c05.indd   182c05.indd   182 7/1/09   10:51:00 AM7/1/09   10:51:00 AM



M
an

ag
e 

m
et

ri
cs

 a
n

d 
sc

or
ec

ar
ds

.
1.

  A
ss

es
s 

th
e 

pe
rf

or
m

an
ce

 le
ve

l a
n

d 
va

ri
an

ce
 o

f a
 b

us
in

es
s 

pr
oc

es
s 

to
 

de
te

rm
in

e 
th

e 
n

ee
d 

fo
r 

a 
m

et
ri

c.

2.
  R

ev
ie

w
 e

xi
st

in
g 

m
et

ri
cs

 to
 a

vo
id

 c
re

at
in

g 
a 

re
du

n
da

n
t m

et
ri

c.

3.
  C

re
at

e 
be

n
ch

m
ar

ks
 fo

r 
n

ew
 m

et
ri

cs
 to

 e
n

su
re

 th
e 

st
an

da
rd

 is
 s

et
 

ap
pr

op
ri

at
el

y.

4.
  D

et
er

m
in

e 
pe

rs
on

(s
) 

re
sp

on
si

bl
e 

fo
r 

pr
od

uc
in

g 
th

e 
m

et
ri

c,
 r

ep
or

ti
n

g 
fr

eq
ue

n
cy

, a
n

d 
ta

rg
et

 a
ud

ie
n

ce
 fo

r 
th

e 
m

et
ri

c.

C
om

m
un

ic
at

e 
se

ni
or

 le
ad

er
sh

ip
’s

 
vi

si
on

, g
oa

ls
, a

nd
 d

es
ir

ed
 r

es
ul

ts
 to

 
th

e 
or

ga
ni

za
tio

n.

1.
  U

n
de

rs
ta

n
d 

vi
si

on
, m

es
sa

ge
s,

 g
oa

ls
, a

n
d 

de
si

re
d 

re
su

lt
s.

2.
  D

et
er

m
in

e 
gr

ou
p’

s 
ac

ti
on

s 
an

d 
re

su
lt

s 
th

at
 c

an
 in

fl 
ue

n
ce

 th
e 

ac
h

ie
ve

m
en

t 
of

 v
is

io
n

, g
oa

ls
, a

n
d 

de
si

re
d 

re
su

lt
s.

3.
  C

om
m

un
ic

at
e 

to
 te

am
 m

em
be

rs
 s

o 
th

at
 e

ac
h

 in
di

vi
du

al
 u

n
de

rs
ta

n
ds

 h
ow

 
h

is
 o

r 
h

er
 a

ct
io

n
s,

 p
er

fo
rm

an
ce

, a
n

d 
re

su
lt

s 
ca

n
 im

pa
ct

 a
ch

ie
ve

m
en

t o
f 

vi
si

on
, g

oa
ls

, a
n

d 
de

si
re

d 
re

su
lt

s.

4.
  G

at
h

er
 fe

ed
ba

ck
 fr

om
 te

am
 m

em
be

rs
 a

n
d 

ot
h

er
s 

to
 e

n
su

re
 th

ey
 

un
de

rs
ta

n
d 

th
e 

m
es

sa
ge

 a
n

d 
th

e 
ac

ti
on

s 
th

ey
 c

an
 ta

ke
 to

 c
on

tr
ib

ut
e 

to
 

ac
h

ie
ve

m
en

t o
f v

is
io

n
, g

oa
ls

, a
n

d 
de

si
re

d 
re

su
lt

s.

c05.indd   183c05.indd   183 7/1/09   10:51:00 AM7/1/09   10:51:00 AM



184  Performance Management

metrics, and fi nancial analysis, to name a few. These knowledge 
categories included more detailed information. The account-
ing and fi nancial analysis knowledge categories included more 
detailed information (Table  5.5 ).   

 A job analysis survey was conducted to determine the impor-
tance and diffi culty of the work activities to managers ’  jobs. A 
representative sample of four hundred managers rated the impor-
tance of the work activities. In this way, evidence that these work 
activities were core to all managers was obtained, and the rating 
results were used to scale the work activities from less diffi cult to 
most diffi cult. Less diffi cult work activities were more often per-
formed at lower levels of management, and more diffi cult work 
activities were performed at higher levels of management. 

 The alignment of these groups of work activities with the lead-
ership dimensions provided the performance framework within 
which managers ’  formal and informal developmental activities 
were identifi ed. The alignment is presented in Table  5.6 .   

 Next, for each group of work activities and for each leadership 
dimension, learning resources were identifi ed. Learning resources 
were identifi ed for novice, intermediate, and advanced levels 
of performance on the work activities. A team of  subject - matter 

Table 5.5  Additional Categories.

Accounting Financial Analysis

Balance sheet Break-even and tradeoff analysis

Cash fl ow Financial planning

Cost accounting

Income statement

DOH: days on hand

DSO: days sales outstanding

Net revenues

Cost of goods sold (COGS)

Simple and compound interest, net 
present value

Capital appropriation request process

Ratio analysis (e.g., asset, operating 
cost, profi tability, current ration, ROS, 
gross margin)

Risk analysis techniques

ROI analysis, pay-back analysis
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experts mapped existing courses available in the training organiza-
tion to the performance framework. In this way, the formal train-
ing available in the organization was evaluated with regard to its fi t 
to the leadership needs of managers. While this step aligned the 
formal training to the performance framework, the subject - matter 
experts then identifi ed gaps in the formal curricula that had to be 
closed with the development of new courses or fi lled with informal 
training. The subject - matter experts then embarked on an effort to 
identify informal training to fi ll the gaps. This included the iden-
tifi cation of webinars, blogs, experts ’  email addresses, knowledge 
bases, methods and procedure guidelines, pod - casts, books, CDs, 
websites, and so forth. The knowledge categories proved to be 
very helpful to the subject - matter experts who identifi ed learning 
resources for the work activities. Next, the performance framework 
was put online so that it could be used for assessing development 
needs. The assessment can be performed by the managers, by 
team members, or it can be used as a multi - source feedback tool. 
Regardless, the results of the assessment identify skill gaps in 
the managers ’  leadership skills. Because learning resources are 
mapped to work activities, the assessment results also provide a 
learning prescription. Many of these learning resources are infor-
mal because they will be engaged at the behest of the manager, in 
the work setting, when the manager determines it is needed. The 
performance framework is used to support the performance man-
agement process in the following way: 

   1.   During the planning phase of the performance management 
process, the manager and the supervisor identify which of the 
work activities in the performance framework are critical to 
the accomplishment of the manager ’ s annual objectives, which 
are aligned with the strategic plans and goals of the organization.  

   2.   Next, the manager ’ s performance on the work activities 
selected in Step 1 is rated. This can be completed by the man-
ager, the manager ’ s supervisor, or both. Separate ratings are 
made for each leadership dimension for each work activity.  

   3.   Finally, the manager and the supervisor decide which develop-
mental activities to include in the manager ’ s developmental 
plan. Completion of these activities can be tracked online by 
the supervisor.  
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   4.   During subsequent feedback sessions, the work activities can 
be re - assessed or new ones assessed and different learning 
resources can be identifi ed. Managers can assess themselves 
on any work activities, at any time, and identify appropriate 
learning resources. In the case of formal learning resources 
(such as classroom training), managers must receive the 
approval of their supervisors to participate in the training.    

 The critical success factors for this best practice are the pres-
ence of a well - executed job analysis, the careful and comprehen-
sive alignment of learning resources to work activities, and the 
use of information systems to support the functionality provided 
to managers and their supervisors.  

  Front - Line Workers 

 The project was conducted at one of the U.S. plants of this global 
manufacturing company. The plant employed approximately 
fi ve hundred people, of whom about 350 were front - line work-
ers. The manufacturing process in this plant included fi ve major 
processes (storage of raw materials, initial processing of raw mate-
rials, operation of the production line, product quality testing, 
and shipping). Each of these processes was critically dependent 
on the effectiveness and effi ciency of the prior process to main-
tain high levels of productivity. The objective of the project was 
to enhance the overall skill level of the workers, enable them to 
perform multiple work assignments, and implement a skill - based 
advancement and pay system. The management of the plant pro-
vided the project leader with a team of fi ve front - line workers, 
one from each of the business processes, to assist in the project. 
These front - line workers were subject - matter experts for the busi-
ness processes they represented. 

 The fi rst step was to conduct a job analysis that identifi ed the 
critical work activities performed by the front - line workers in each 
of the fi ve business processes. Front - line workers and supervisors 
participated in focus groups and interviews in order to identify 
the job tasks and knowledge requirements for the jobs. After the 
supervisors and managers approved the initial job analysis results 
for each business process, the job analysis information was used to 
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create paper - based surveys. The surveys gathered importance rat-
ings for each of the job tasks and knowledge to identify those that 
were most critical to success on the job. An example of the tasks 
and associated knowledge included in a utility job in the initial 
processing of the raw materials is provided in Table  5.7 .   

 The job analysis achieved two collateral benefi ts during the 
completion of that work. First, the plant was implementing a new 
quality control program that affected the task and knowledge 
requirements of the jobs in all fi ve processes. The job analysis 
included these new tasks and knowledge requirements, thereby 
facilitating the integration of the new quality process into workers ’  
jobs. Second, there was a high rate of customer complaints related 
to shipping errors. The job analysis focus groups and interviews 
uncovered defi ciencies in knowledge requirements and the need 
to perform additional tasks. The defi ciencies were immediately 
addressed and the work was redesigned. Subsequently, the rate of 
customer complaints dropped by 70 percent. 

Table 5.7  Sample Tasks.

Tasks

•  Take white and black liquid sample for testing, using sample 
gathering procedure.

•  Take pulp samples, using sample gathering procedure, for testing.

•  Perform test procedures on pulp samples, using applicable testing 
equipment, for comparison to target values.

•  Perform test procedures on the white and black liquid samples, 
using applicable testing equipment, for comparison to target 
values.

•  Enter test results, using DCS computer system, to update 
production process information.

Knowledge

•  Personal protective equipment requirements

•  Liquid testing tools

•  Washer test procedures

•  DCS interface
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 After the job analysis was completed, the performance manage-
ment program at the plant was redesigned. The positions within a 
business process were hierarchically arranged. Workers progressed 
from the lower to the higher level, and higher-paying positions 
based on the availability of a job opening, seniority, and judg-
ments by their supervisor that they were capable of mastering 
the job duties of the higher level job. Previously, newly hired or 
newly promoted front - line workers learned the position through 
informal learning on their own or from on - the - job training by 
their co -  workers for a single position in one of the work processes. 
Performance appraisals were conducted informally with little or 
no attention given to employee development. In order to improve 
the performance management program, the project leader pro-
ceeded in the following manner. First, subject - matter experts rated 
the level of mastery that front - line workers needed to achieve in 
order to perform successfully the critical job tasks identifi ed in 
the job analysis. Second, the front - line workers in each business 
process were evaluated using the critical job tasks from the job 
analysis. Prior to the evaluation, the trainer for each business 
process met with the supervisors in each business process to gain 
the support, and in many cases the assistance, of the supervisors 
in performing the evaluation. Third, the results of these evalua-
tions were compared to the mastery standards created by the sub-
ject - matter experts. Skill gaps for each worker were identifi ed and, 
fi nally, individual development plans were created for each front -
 line worker. The implementation of the individual development 
plans was the responsibility of the trainer for that business process. 

 In order to support and complement the new performance 
management process and to enable the development of a pay -
 for - skill compensation system, two additional initiatives were 
undertaken. The fi rst initiative was the development of more 
objective methods to determine if a front - line worker had mas-
tered the skills and knowledge needed to receive additional pay. 
The objective methods developed were job knowledge and work 
sample tests. Test blueprints were created from the job analysis 
results, and multiple - choice tests of the job knowledge required 
to perform critical tasks successfully were developed. Front -
 line workers were required to pass the job knowledge tests in 
order to demonstrate their mastery of a position. In addition to 
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the job knowledge test, work sample tests for each position in 
each business process were developed. These work sample tests 
required front - line workers to demonstrate their profi ciency in 
performing critical job tasks while being observed and evaluated 
by trained evaluators. The trained evaluators were the trainers, 
supervisors, or front - line workers who were considered to be mas-
ter performers in the business process. Front - line workers were 
required to pass the job knowledge test and the work sample test 
for the duties in a position in order to receive additional pay. 
Front - line workers who did not qualify on the assessments were 
provided with remedial training — formal and informal. The sec-
ond initiative that proceeded in parallel with the development of 
the assessments was to revamp the training. It was important to 
revamp the training in parallel with the assessment development 
because for those who did not qualify on the assessments, out 
of a sense of fairness and effi ciency, the availability of quality, 
job - related training was considered of paramount importance. 
The availability of training that enabled front - line workers to 
build the skills needed to obtain higher pay was critical to their 
acceptance of the pay - for - skills program. The fi rst step in revamp-
ing the training was to identify the skills and knowledge taught by 
the formal courses. The list of skills and knowledge from the courses 
was compared to the job analysis results to identify gaps, redundan-
cies, and obsolete training content. Course content that aligned 
with the job analysis results was maintained, content that didn ’ t was 
redesigned or discarded. In this process, the trainers determined 
that some of the training was best taught in a formal classroom set-
ting and some was best taught through on - the - job training. The 
work sample tests identifi ed many of the skills that were best taught 
through on - the - job training. When new course content was devel-
oped by the trainers or external vendors, the job analysis results 
were used to establish learning objectives. The course content of 
vendors who wanted to sell training programs to the organization was 
screened using the job analysis results. 

 When the project was completed, the plant had a perfor-
mance management program that was tightly integrated with 
training and employee development. The job knowledge and 
work sample tests became the new approach to performance 
appraisal. Front - line workers were motivated to obtain formal and 
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on - the - job training for critical job skills in order to obtain higher 
pay. Formal training was available for them to close knowledge 
and skill gaps identifi ed by the assessments, and trainers were 
available to provide on - the - job training as needed.   

  Informal Learning and Development Planning 
 A critical part of successful performance management is good 
development planning, and a substantial portion of develop-
ment planning includes informal learning activities. While there 
is little guidance from the empirical literature about the charac-
teristic of good development planning, it seems reasonable to 
assume that, if most development planning activities are informal, 
then that literature applies to creating effective development plans. 
Development activities that involve informal learning should use 
principles from informal learning as a guide. For example, a sales 
manager might include  “ make a sales presentation to a client with 
the sales manager in attendance after participating in three sales 
planning sessions and sales calls with a top salesperson in the dis-
trict ”  in a subordinate ’ s development plan to enhance skills in 
preparing a sales presentation. This example of a development 
activity complies with empirical fi ndings in informal learning 
because it includes a specifi c and challenging goal of increasing 
sales presentation skills, offers the opportunity to have contact 
with experts to improve those skills, ensures the skills will be prac-
ticed on the job and be observed by the sales manager, who can 
reinforce the learning. Finding examples of good informal learn-
ing activities presents a challenge to many managers. Two sources 
of ideas and examples of development activities are e - Advisor  4   
and a Center for Creative Leadership publication that provides 
guidance for selecting development activities and examples of 
nearly one   hundred assignments for development in one ’ s cur-
rent job (Lombardo  &  Eichinger,  1989 ).  

  Summary 
 This chapter addressed informal learning and its relation to 
performance management. A defi nition of informal learning 
was offered as a means to clarify what it is and what it is not. 
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Greater consistency and agreement among practitioners of 
informal learning are needed to enable them to build effective 
performance management programs. Greater consistency and 
agreement among researchers of informal learning are needed to 
enable them to understand, measure, and build models for opti-
mizing informal learning in performance management programs 
and in organizations generally. Considering the pervasiveness and 
importance of informal learning to organizations that seek to 
improve their performance management programs and be high -
 performing learning organizations, it is somewhat surprising that 
there is not more good quality research about informal learn-
ing. However, there are many good quality studies that provide 
practical guidance about the work environment and trainee 
characteristics that facilitate the transfer of learning to the work 
setting. This research serves as a sort of surrogate for research on 
informal learning. This chapter attempted to present those 
findings and their advice. Finally, in order to enhance the infor-
mal learning experience for the reader of this chapter, the 
author provided two real - world examples and ten recommenda-
tions for enhancing informal learning in organizations.          
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Notes 
  1. Becker won the Nobel Prize in economics in 1992 for his work on 

human capital.   
  2. To this an industrial psychologist familiar with the principles of 

content validity might add that subject - matter experts confi rm the 
accuracy and job - relatedness of the training content.   

  3. For the purpose of this example, only four groups of work activi-
ties will be described. In this project, there were eighteen of these 
groups of work activities.  

 4. e - Advisor is available from Personnel Decisions, Inc.   
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      CHAPTER 6    

MANAGING TEAM 
PERFORMANCE IN 
COMPLEX SETTINGS 
 Research - Based Best Practices          
  Eduardo Salas, Sallie J. Weaver, and 
Michael A. Rosen  

  D epartment of  P sychology , I nstitute for  S imulation 
and  T raining , U niversity of  C entral  F lorida   

  AND  

  K imberly  A. S mith  - J entsch   

  D epartment of  P sychology , U niversity of  C entral  
F lorida   

 Within the last decade, the face of work has greatly changed —
 teams are integral to the majority of business practices, the com-
plexity of work has greatly evolved, and the time to complete work 
seems to continually shrink (Devine, Clayton, Phillips, Dunford,  &  
Melner,  1999 ; Goldstein  &  Gilliam,  1990 ). To practitioners this is 
clear in our daily work with clients. The modern economy demands 
that our clients continually anticipate the changing needs and 
desires of their customers in what often feels like nano - seconds. 
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They must do this with the utmost effectiveness and effi ciency in 
order to maintain a competitive advantage. Consequently, organi-
zations have turned to team - based work arrangements in order to 
maximize the use of employee expertise, to juggle multiple proj-
ects and deadlines, to reduce errors, and to streamline operations 
(Baker, Gustafson, Beaubien, Salas,  &  Barach,  2005 ). The most 
recent large-scale random sample of U.S. organizations indicates 
that 48 percent of organizations utilize some type of team (Devine, 
Clayton, Phillips, Dunford,  &  Melner,  1999 ). Furthermore, this sur-
vey indicates that the most common type of team reported was 
 “ project teams ”  — those formed in order to remedy a defi ned, 
specialized project or goal and tend to be cross - functional 
(Sundstrom, McIntyre, Half   hill,  &  Richards,  2000 ). 

 The trend toward team - based work is also refl ected in reports 
indicating organizations are adopting team - based systems in order 
to cope with the changing nature of work — characterized by 
increased cognitive and technological complexity (Ilgen,  1994 ). 
From teams responsible for managing complex problems and 
adapting to a changing economy (project teams) to teams respon-
sible for effi ciently executing production in the organization 
(production teams), team performance plays a critical role in 
organizational outcomes. Managing the performance of these dif-
ferent types of teams is therefore a critical element of organiza-
tional effectiveness and competitive advantage. 

 The central aim of this chapter is to provide scientifi cally rooted 
guidance for managing team performance in organizations. To 
this end, we begin with a set of defi nitions to clarify our conceptu-
alization of teams and team performance management. Second, 
we discuss the performance management process in relation to 
teams. Third, we outline fi ve key organizational capacities and dis-
cuss how team performance is linked to each. Fourth, we present 
a set of research - based best practices for managing team perfor-
mance to support each of the fi ve key organizational capacities.  

  What Constitutes a Team? 
 By defi nition a team is a distinguishable set of two or more peo-
ple interacting toward a common goal with specific roles 
and boundaries on tasks that are interdependent and that are 
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completed within a larger organizational context (Kozlowski  &  
Bell,  2003 ; Salas, Dickinson, Converse,  &  Tannenbaum,  1992 ). 
The tasks which teams work on tend to require dynamic exchange 
of team member resources (including information), coordina-
tion of activities, adaptability to task demands, and an organiza-
tional structure that organizes members (Swezey, Meltzer,  &  Salas, 
 1994 ). Both task interdependence and outcome interdependence 
characterize team - based work (Wageman,  2001 ). Task inter-
dependence refers to the inherent nature of the work itself that 
requires cooperation for completion, while outcome interdepen-
dence refers to the degree to which shared outcomes (rewards) 
are contingent on collective performance. Compared to individual -
 level performance management processes, team - level performance 
management processes must be designed to measure the outputs 
of combined effort, but also retain individual accountability. You 
get what you measure and reinforce at both levels; therefore 
there must be a way to balance performance management strate-
gies at multiple levels while also accounting for membership on 
multiple teams. 

 There are also legal implications for multi - level performance 
measurement. U.S. federal regulations require, in most cases, 
that at least one critical element of team-level performance 
assessment is based on individual performance (U.S. Offi ce of 
Personnel Management, n.d.). By building in individual account-
ability, the regulation provides for the ability to demote or termi-
nate employees on the basis of unacceptable performance. One 
stipulation, though, regards manager or supervisor performance. 
Legally, it is permissible to develop a critical element that holds 
managers/supervisors accountable for the performance of their 
team so long as it considers their level of leadership responsibili-
ties for the team.  

  Teams and Performance Management 
 Performance management (PM) offers an evidence - based meth-
odology to guide performance measurement, strategic planning, 
feedback, and reinforcement in order to maximize effectiveness 
and effi ciency at both the team and individual level without being 
mutually exclusive. Although PM is frequently used synonymously 
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with terms such as performance appraisal and performance review, 
PM is a process that includes more than simply assessment. It also 
includes facets of motivation, situational and environmental infl u-
ences, measure design, feedback, and employee development. 
According to Armstrong ( 2000 ), PM is comprehensive in terms of 
organizational culture; it does not rely on the cultural assumption 
that managers are solely responsible for the performance of their 
teams. Instead, managers and team members share responsibility 
and are jointly accountable for results. 

 The term  “ performance management ”  refers to the process of 
measuring, monitoring, and maximizing on - the - job performance 
(Armstrong,  2000 ; Dransfi eld,  2000 ). PM focuses on outputs, 
results, and meeting goals and objectives effi ciently and effec-
tively. In team settings, PM is founded upon the notion of aligning 
the goals of the team with the overall goals and preferred results 
of the organization. Teams present a special case of PM, however, 
in that there are basically two management systems operating 
simultaneously, one at the individual level and one at the team 
level. Effective team PM seamlessly interweaves these systems, 
while maintaining indicators of both individual and team - level 
effectiveness. This theme runs throughout the best practices pre-
sented in this paper. 

  The Facets of Team Performance Management ( TPM ) 

 Letts, Ryan, and Grossman ( 1998 ) suggest four key capacities 
for organizational effectiveness that easily translate into a guide for 
performance management for team effectiveness. 

  Adaptive capacity  refers to the ability of the team to maintain 
focus on the  “ external ”  environment. In this sense the external 
environment includes  “ clients ”  who are within the same organi-
zation, but outside of the team itself, and infl uences completely 
external to the organization that impact the team ’ s ability to 
meet its goals. In particular, this capacity focuses on maximizing 
performance, while continually adjusting and aligning the team 
itself to respond to those needs and infl uences. Adaptive capacity 
is cultivated through attention to assessments, collaborating and 
networking, and planning. 
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  Leadership capacity  refers to the ability of both the team leader 
and the individual members of the team to set direction for the 
team and its resources and also guide activities to follow that 
direction. Leadership capacity is cultivated through attention to 
visioning, establishing goals, directing, motivating, making deci-
sions, and solving problems. 

  Management capacity  is the ability of the team to ensure effec-
tive and effi cient use of its resources. Management capacity is 
accomplished through careful development and coordination of 
resources, including people (their time and expertise), money, 
and facilities. 

  Technical capacity  is the ability to design and operate products 
and services to effectively and effi ciently deliver services to cus-
tomers. The nature of that technical capacity depends on the 
particular type of products and services provided by the team 
and greater organization. 

 These four facets provide a framework to guide the perfor-
mance management process in teams. Using this framework as 
a foundation, we present a set of best practices in the following 
section synthesized and accumulated from practical experience 
and the relevant team, performance management, project man-
agement, and human resources literature. These practices are 
illustrated by examples from encounters with clients, and we pro-
vide some tips for execution and implementation.  

  Best Practices for Addressing the Facets of  TPM  

 Within each of the capacities outlined above, we outline relevant 
best practices and illustrative examples from the fi eld. Table  6.1  
contains a list of the practices we suggest, as well as implementa-
tion tips and relevant citations.   

  Adaptive Capacity 
 Adaptive team performance is an iterative process whereby team 
members engage in individual and team-level performance and 
alter their performance processes in order to more effectively 
respond to a changing context of work (Burke, Stagl, Klein, 
Goodwin, Salas,  &  Halpin,  2006 ). In order to build and manage 
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210  Performance Management

effective adaptive capacity on the team level, a performance man-
agement process should attend to the following:  

  Best Practice #1: Build Flexible and Adaptable Team Players 
 Team performance is multi - level, and a major source of adap-
tive capacity in a team resides in the ability of team members to 
shift their task responsibilities on the fl y. Underlying this capac-
ity is the team members ’  skill at understanding when they need 
to adjust performance (that is, mutual performance monitor-
ing) and how to assist their fellow team members when necessary 
(back - up behavior). To implement this best practice, a perfor-
mance management process should train mutual performance 
monitoring and back - up behavior skills. Additionally, for mutual 
performance monitoring and back - up behavior to be effective, 
team members must have mutual trust (Porter, Hollenbeck, 
Ilgen, Ellis, West,  &  Moon,  2003 ; Salas, Sims,  &  Burke,  2005 ). If 
team members do not trust one another, mutual performance 
monitoring and back - up behavior will be interpreted negatively 
and be detrimental to team performance.  

  Best Practice #2: Build a Big Play Book: Encourage a Large Team 
Task Strategy Repertoire 
 Effective teams recognize when a plan is not working and are able 
to switch to a new plan or task performance strategy when neces-
sary. A large repertoire of possible task strategies ensures the abil-
ity to switch to a more effective strategy based on either different 
environmental or situational demands. For example, it has been 
found that effective airline crews are those that use downtime 
during long fl ights to engage in practice for unanticipated emer-
gencies (Orasanu,  1990 ). Essentially, these teams are engaging 
in  “ what if  ”  scenarios and expanding the potential performance 
strategies available to a team. To achieve this, a performance man-
agement process should provide safe opportunities for a team to 
experiment with new types of performance. Simulation - based 
training (SBT) is a powerful tool to this end because it allows 
teams to practice performance strategies in environments rep-
licating the real world environment, but without the risks associ-
ated with failure (see Salas, Priest, Wilson,  &  Burke,  2006 ).  
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Managing Team Performance in Complex Settings  211

  Best Practice #3: Create Teams That Know Themselves and Their 
Work Environment 
 Adaptation requires an understanding or awareness of (1) changes 
in the environment that impact current team performance, 
(2) an understanding of how the team currently meets its task 
demands, and (3) how it is capable of adjusting to new demands 
(that is, what is happening in the environment, how the team is 
responding currently, and what alternative courses of action are 
available to the team). This requires team members to balance an 
external and internal focus, to have an awareness of the broader 
task environment/organization and the internal workings of the 
team. This can be facilitated in two ways. First, team members 
with a more robust understanding of the task environment and 
what changes mean to the team will be more responsive to critical 
external events. Techniques for facilitating this include team cue 
recognition training, a method designed to enhance employees ’  
situational awareness by teaching them to focus on relevant cues 
(Salas, Cannon - Bowers, Fiore,  &  Stout,  2001 ), and perceptual con-
trast training, a technique that involves presenting trainees with 
contrasting examples of a scenario, teaching them to recognize the 
differences between the scenarios, and facilitating their interpreta-
tions of the positives and negatives associated with each (Wilson, 
Burke, Priest,  &  Salas,  2005 ), Second, team communication skills 
are critical for distributing the detection of important changes 
made by one team member to the rest of the team. Training in 
team communication skills ensures that critical changes detected 
by one team member are quickly and effectively spread to the rest 
of the team (Smith - Jentsch, Zeisig, Acton,  &  McPherson,  1998 ).  

  Best Practice #4: Build Teams That Can Tell When the Usual Answer 
Isn ’ t the Right Answer 
 Like individuals, teams develop routines or standard responses, 
a  “ business as usual ”  pattern of performance. These routines can 
result in effi ciency in relatively static environments, but when the 
environment changes the routine response may no longer be an 
effective response. Therefore, to build adaptive capacity, a perfor-
mance management process should develop teams capable of rec-
ognizing the complexity of their environment (and the signifi cance 
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212  Performance Management

of changes in that environment) as well as a capacity to plan in 
an adaptive and fl exible manner. To this end, guided error train-
ing can be used to build an understanding in teams of when the 
routine response is not the correct response. This type of train-
ing is purposefully designed to guide trainees toward making 
errors, giving them the opportunity to experience the actions 
that lead to problems. Facilitators provide corrective support dur-
ing training once errors have been made and trainees are able to 
apply these new strategies in follow - up practice sessions. Guided 
error training allows teams to see the consequences of using the 
wrong performance strategy when the environment changes and  
to develop a better understanding of how to deal with novel situ-
ations (Wilson, Burke, Priest,  &  Salas,  2005 ).  

  Best Practice #5: Develop Self - Learning Teams: Train Teams to Help 
Themselves 
 To adapt effectively, a team must learn from its past performance. 
This means a performance management strategy should develop 
the culture and tools for team learning within each team such as 
performance diagnosis and debriefi ng/feedback skills. Developing 
debriefi ng, feedback, and coaching skills, particularly in the leader, 
are approaches to doing this. For example, as part of a team train-
ing program evaluated by the authors, surgical teams learned how 
to conduct briefi ngs and to debrief before and after each case, dur-
ing which they utilized peer coaching techniques to discuss ways to 
improve in future cases. Additionally, team self - correction training 
can give team members the skills to assess the effectiveness of their 
own behavior as well as others, and to give constructive feedback 
(Smith - Jentsch, Zeisig, Acton,  &  McPherson,  1998 ). Because team 
learning is dependent to a large degree on aspects of the team cul-
ture and team affects, a team performance management process 
should foster a team learning orientation (Bunderson  &  Sutcliffe, 
 2003 ) and psychological safety (Edmondson,  1999 ).  

  Best Practice #6: Don ’ t Let the Weakest Link Have the Strongest Voice: 
Build Teams That Take Advantage of Their Resources 
 Adaptive teams need to take advantage of the full range of knowl-
edge and experience available to them, both internally and through 
available external resources. To do this, the team performance 
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management process should focus on three critical areas. First, 
teams must have a sense of collective orientation wherein all mem-
bers are free to contribute and the weight of each member ’ s input 
is determined by his or her relevant functional expertise, not status 
or rank (Eby  &  Dobbins,  1997 ). Building a team composed of 
individuals focused on the team goals and not their own personal 
goals is critical. This can be accomplished through selection, train-
ing, or structuring of the reward system to reinforce the primacy 
of team goals. Second, assertiveness of individual team members 
should be developed. Collective orientation sets the stage for con-
tributions from all, but team members must be willing and able to 
be assertive and offer input. Third, teams should have an accurate 
and robust transactive memory, that is, an understanding of who 
knows what on a team and in the broader organization (Austin, 
 2003 ). By knowing the extent and type of expertise possessed by 
team members, the team can better evaluate the input of different 
members (Hollenbeck, Ilgen, Sego, Hudlund, Major,  &  Phillips, 
 1995 ). The more diverse the expertise within this transactive mem-
ory, the more knowledge resources the team has available.

   Leadership Capacity 
 Leadership entails the capability to set the team ’ s direction and to 
guide the activities of the team toward its goals (Kozlowski, Gully, 
McHugh, Salas,  &  Cannon - Bowers,  1996 ; Letts, Ryan,  &  Grossman, 
 1998 ). Specifi cally, leadership involves visioning, goal setting, moti-
vation, decision making, and problem solving (Kozlowski, Gully, 
McHugh, Salas,  &  Cannon - Bowers,  1996 ). The importance of effec-
tive leadership to team performance cannot be understated and 
involves  “ social problem solving that promotes coordinated, adap-
tive team performance by facilitating goal defi nition and attain-
ment ”  (Burke, Stagl, Klein, Goodwin, Salas,  &  Halpin,  2006 ; Salas, 
Burke,  &  Stagl,  2004 , p. 343). A performance management process 
that maximizes leadership capacity should promote the following.   

  Best Practice #7: Articulate and Cultivate a Shared Vision That 
Incorporates Both Internal and External Clients 
 The vision of the team must be aligned with the vision and mis-
sion of the organization. Vision gives meaning to team goals and is 
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an important component of team culture (Christenson  &  Walker, 
 2004 ). It helps members to focus and direct their efforts. The vision 
statement must be clear, achievable, negotiable, and understood by 
all members of the team (Williams  &  Laugani,  1999 ). Furthermore, 
the vision should be defi ned in terms that allow it to be measured. 
By defi ning the team ’ s vision in measurable terms, it can under-
lie the entire performance management process. Some of the key 
questions used to develop a team vision have been adapted from 
work by Briner, Hastings, and Geddes ( 1996 ). During vision devel-
opment, be sure to ask: (1) How will this team make a difference to 
the organization? (2) How will this team make a difference to their 
external clients? (3) How will we know when the team has been 
successful? and (3) What in our wildest dreams would you like this 
team to achieve? It is also vital to conduct  “ reality checks ”  to see 
whether the vision is truly refl ective of both the current and future 
needs of both internal and external clients throughout the vision 
development process (Christenson  &  Walker,  2004 ). 

 As noted earlier, teams must consider the needs of others 
within the organization (that is, other teams or individuals) and 
of those outside the organization (clients) (Ancona,  1990 ). Teams 
that actively manage these external demands become more effec-
tive and effi cient (Pfeffer,  1972 ; Pfeffer  &  Salancik,  1978 ). The 
new buzzword  “ X - teams ”  was developed to describe teams that 
emphasize an external focus. They are defi ned as teams in which 
members and leaders have high levels of external activity (that 
is, ambassadorship, task coordination, and scouting, feedback 
seeking), extreme execution (maximize internal dynamics), and 
fl exible phases (leaders set explicit phases with clear milestones) 
(Ancona  &  Bresman,  2007 ). Incorporating this broadened focus 
into the process of defi ning a team ’ s vision can help drive the 
development of a clear vision statement that is understood, moti-
vational, and credible, as well as demanding and challenging 
(Christenson  &  Walker,  2004 ).  

  Best Practice #8: Create Goals the Team Can Grow with: Build 
Hierarchically Aligned Goals with Malleability and Flexibility at Both 
the Individual and Team Levels 
 The complexity of modern work tasks and the volatile nature 
of the current work environment demand malleability. Malleable 
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goals are those that can be revised or are fl exible enough in 
their original defi nition in order to refl ect the real - time context, 
pressures, and available resources teams have access to. Com-
paratively, rigid goals are those that are not reactive to changes 
in the contextual environment and the degree to which unfore-
seen changes impact employee ability to meet subgoals. Even if 
they are short - term, certain types of goals may be so rigid as to 
limit optimal performance (Locke  &  Bryan,  1967 ). For example, 
employees may give up trying to accomplish a rigid goal if they 
feel they have fallen irrevocably behind should they fail to meet 
a subgoal (Getz  &  Rainey,  2001 ). Malleable goals are related to 
team adaptability; the team must be prepared to act in the pres-
ence of unforeseen barriers, yet still feel that they are accom-
plishing their goals and objectives. Overly rigid goals can stifl e 
motivation and perpetuate team member frustration. 

 Goals should be arranged in an alignment hierarchy in order 
to achieve fl exibility; individual goals should be aligned with team 
goals, and team goals should be aligned with the greater orga-
nizational goals. An innovative method for ensuring goal align-
ment and fl exibility was encountered by one of the editors while 
working with a global pharmaceutical and consumer healthcare 
company. Part of the organization was structured in cross - functional 
teams wherein each team was responsible for a consumer prod-
uct line (for example, an over - the - counter pain reliever). Each 
team had two vice - presidential - level co - leaders: one from mar-
keting and one from R & D. These co - leaders had a few direct 
reports, but most of the people on the team were functional 
specialists (for example, advertising, regulatory affairs, medical) 
who reported to functional VPs (not the team ’ s co - leaders). The 
senior VPs (one from marketing and one from R & D) who were 
responsible for all product lines first created a strategy for 
the entire consumer product organization that was visually rep-
resented using a  “ fi shbone. ”  This was cascaded to team (product -
 line) co - leaders, who then created a strategy (their own fi shbone) 
for their product line. A meeting was then held which included 
product - line team members (who, by the way, worked together 
in a common workspace no matter who they report to). During 
this meeting, the co - leaders, fi rst described the high - level strategy/
fi shbone and then described the team ’ s (that is, the product line ’ s) 
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strategy/fi shbone. During the latter part of the meeting, each 
team member identifi ed parts of the team ’ s (product line ’ s) 
fi shbone where they were expected to make a contribution and 
proceeded to set individual goals that were explicitly linked to 
specifi c parts of the team ’ s fi shbone. The net result was that the 
team ’ s strategy/fi shbone was strongly linked to the higher - level 
organizational fi shbone, and each person on the team had goals 
explicitly linked to specifi c parts of the team ’ s (product line ’ s) 
fi shbone. Aligning and managing team performance in such a 
highly matrixed organization is enormously challenging, but can 
be done when goals are generated hierarchically.  

  Best Practice #9: Build Motivation into the Performance Management 
Process: Make Clear Connections Among Actions, Evaluations, and 
Outcomes 
 Motivation can only be high when employees see clear connec-
tions among: (a) their actions and the results they produce, 
(b) the actual level of results they produce and the evaluation of 
these results, (c) the outcomes they receive based on these evalu-
ations, and (d) the degree that these outcomes satisfy their needs 
(Pritchard  &  Ashwood,  2008 ). A large component of building 
in motivation is contained in the measurement process used to 
assess performance and how outcomes are allocated as a result 
of these performance assessments. These outcomes may be formal 
(such as promotions or raises) or informal (such as social praise 
or recognition). Effective teams tend to comprise of members 
who provide positive reinforcement for the accomplishments of 
teammates and support for the team overall (Oser, McCallum, 
Salas,  &  Morgan,  1989 ; Swezey  &  Salas,  1992 ). Conversely, these 
team members are also supportive when mistakes are made. 
Effective teams should institute some form of reward for members 
who display such supportive behaviors (Swezey  &  Salas,  1992 ). 
Such individualized incentives are not recommended, however, 
for individual level performance. When tasks are interdependent, 
as in team - based work, such individual incentives or rewards can 
undermine cohesiveness, cooperation, and increase undesirable 
intra - team competition (Pritchard  &  Ashwood,  2008 ). 

 Team members who feel central to the success of the team, 
those who see strong connections among their actions, results, 

c06.indd   216c06.indd   216 7/1/09   10:52:06 AM7/1/09   10:52:06 AM



Managing Team Performance in Complex Settings  217

evaluations, and outcomes, tend to feel more motivated and sat-
isfi ed with their team experience. One way to foster this feeling 
suggested by Swezey and Salas ( 1992 ) is to  “ provide opportunities 
for each team member to take lead responsibility for designing 
and directing a major task - related activity which affects the entire 
team ”  (p. 230). Allowing each team member to act in an overtly 
central role (even if only for a portion of the project) gives them 
the chance to experience dealing with the barriers, anxiety, and 
responsibility inherent in such endeavors.  

  Best Practice #10: Team Leaders Must Champion Coordination, 
Communication, and Cooperation 
 The leader must recognize and make use of the full range 
of expertise of the team members in order to solve problems. 
Differentiation of expertise across team members is a key charac-
teristic of teams (Dyer,  1984 ), especially teams dealing with com-
plex problems; however, leaders must coordinate and help direct 
this mix of expertise, especially in times of uncertainty and con-
fl ict. Facilitating coordinated responses between multiple individu-
als with different types and levels of expertise is a key element of 
team effectiveness (Zalesny, Salas,  &  Prince,  1995 ). For instance, 
Shin  &  Zhou ( 2007 ) found that heterogeneity among teammates 
in terms of their educational backgrounds led to increased creativ-
ity for teams led by transformational leaders (for example, charis-
matic, high levels of consideration, and so on), but not for teams 
with leaders who did not adopt this style. It was suggested that 
transformational leaders enabled these educationally diverse teams 
to capitalize on their pooled cognitive resources effectively to max-
imize creativity. 

 Team leaders play a vital role in the development and facilita-
tion of the teamwork enabling skills (for example, shared mental 
models, communication) that foster effective team performance 
(Kozlowski, Gully, McHugh, Salas,  &  Cannon - Bowers,  1996 ). 
Although formal training of these skills is possible and sug-
gested, constraints such as time and resources often mean that 
team members must learn these skills on the job, while working 
in team environments. The leader must facilitate both individ-
ual skills (such as active listening) and team - level skills (such as 
closed - loop communication) in order to make sure that (1) all 
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individuals have the capacity to perform and (2) the synergy of 
these skills occurs to create effective team performance.  

  Best Practice #11: Understand the  “ Why ” : Examine Both Failures and 
Successes During Debriefi ngs 
 One way leaders may be able to do this is via the feedback that 
they provide to their team members. During these sessions, a key 
question is  “ why ”  the level of performance occurred. The surgical 
teams participating in the team training evaluated by the authors 
noted earlier used this technique during their briefi ngs, specifi -
cally focusing on three main questions: What did we do well? 
What did we not do so well? and What can we improve in the 
next case? A common assumption is that providing feedback and 
review of negative instances of performance enhances employee 
motivation more than review of successful performance (Sitkin, 
 1992 ). The notion is that unexpected outcomes, such as a failure, 
are more motivationally salient than instances in which things 
work according to plan and that these unexpected outcomes also 
have stronger affective impact as well (Feldman,  1989 ; Shepperd 
 &  McNulty,  2002 ). Rarely do we plan to fail — What would be 
the point of exerting any effort toward an outcome we know is 
fruitless? Therefore, these instances are considerably more unex-
pected than success. Evidence indicates that managers in the 
fi eld tend to agree with this assumption. For example, managers 
are more likely to implement learn - from - experience processes, 
such as event reviews, after a negative event occurs, as opposed to 
after a successful event (Zakay, Ellis,  &  Shevalsky,  2004 ). But can 
we learn nothing from our successes? Recent empirical evidence 
suggests that previous assumptions prematurely discounted the 
effects of including reviews of successful performance in feed-
back sessions. Feedback that included reviews of both positive 
and negative aspects of performance has been shown to generate 
richer mental models of performance and to actually facilitate 
performance improvement (Ellis  &  Davidi,  2005 ).

   Management Capacity 
 Team management entails monitoring performance in order to 
ensure the effective use of both human and material capital. It 
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means creating an environment in which  “ people can perform as 
individuals and yet cooperate toward attainment of group goals ”  
(Koontz,  1961 , p. 186). Performance measurement and assess-
ment form the foundation of team management, driving optimal 
performance, as well as performance improvement interven-
tions. In order to maximize performance, practitioners should 
develop a comprehensive management plan that includes:   

  Best Practice #12: Clearly Defi ne What to Measure: Develop and 
Maintain a Systematic and Organized Representation of Performance 
 Job performance is clearly multidimensional (Batram, 2005; 
Borman,  1991 ). It is vital to have a clear representation of over-
all team performance in order to develop measures that tap all 
relevant performance dimensions effectively. For example, the 
Great Eight Competency Framework is utilized by many practi-
tioners and researchers in developing individual - level competencies 
and performance measures because it provides a clear delinea-
tion of the major competency areas comprising job performance 
and has been validated in a large number of samples (Batram, 
 2005 ). The  “ great eight ”  include: leading and deciding, support-
ing and cooperating, interacting and presenting, analyzing and 
interpreting, creating and conceptualizing, organizing and exe-
cuting, adapting and coping, and enterprising and performing. 
See Batram ( 2005 ) for a detailed review of all eight competen-
cies. Supporting and cooperating includes the degree to which 
the individual fosters team and peer performance; therefore the 
framework builds accountability into the representation of indi-
vidual performance. A clear representation of team performance 
must be developed that is organized and systematic, with a simi-
lar representation of individual performance delineating indi-
vidual accountability for team performance. That is, PM for team 
involves evaluating the team as a whole in addition to individual 
team members. An organization - specifi c job analysis helps iden-
tify the behavioral and performance indicators of relevant team-
work knowledge, skills, and abilities (KSAs) (Stevens  &  Campion, 
 1994 ). In order to obtain a valid picture of performance, though, 
job analysis data must include both front - line employees, manag-
ers, supervisors, and other relevant stakeholders. Furthermore, 
different measurement approaches may be better suited for 
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capturing different aspects of performance (Shadish, Cook,  &  
Campbell,  2002 ).  

  Best Practice #13: Uncover the  “ Why ”  of Performance: Develop 
Measures That Are Diagnostic of Performance 
 The goal of the PM process is to optimize performance. This 
can only be done if we understand the  “ why ”  of performance. 
We must know what level of performance occurred and what 
contributed to this overall performance level. The ability to 
systematically understand the underpinnings of performance 
drives feedback and improvement. In order to understand per-
formance, it is important to view it from multiple perspectives. 
Different sources of performance data (for example, supervisors, 
teammates, self - evaluation) tap different aspects of performance. 

 Measurement often serves multiple purposes (such as perfor-
mance appraisal, training). Therefore, it is likely that multiple 
approaches to measurement are necessary to capture adequate 
performance information (Cannon - Bowers  &  Salas,  1997 ). The key 
to valid performance measurement is to avoid  “ easy ”  measures 
that miss large amounts of performance - related information. For 
example, it may be easy to measure the hit rate of a military fi ghter 
fl ight crew; however, if your purpose is to maximize performance, 
then diagnostic measurement is most desirable. The hit rate does 
not indicate the type of communication, coordination, or other 
interactions of the team members that contribute to whether or not 
the correct friend/foe decision was made. One way to incorpo-
rate diagnosticity into performance measures is to consider their 
level of controllability, that is, the degree to which changes in 
actual employee effort correspond with changes in the measure 
(Pritchard, Bedwell, Weaver, Fullick,  &  Wright,  2008 ). Highly 
controllable measures such as number of client phone calls made 
are directly related to the effort put forth by employees and pro-
vide indicators of what employees are actually doing with their 
time. Diagnostic measures capture why performance happens.  

  Best Practice #14: Measure Typical Team Performance Continuously 
 Inherently, variations in performance occur over time (Borman, 
 1991 ). By measuring performance continuously, a more compre-
hensive picture emerges. Technology revolutionized organizational 
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ability to monitor performance continuously, with many companies 
turning toward online dashboards and other similar methodologies 
to maintain real - time performance monitoring (Anonymous,  2006 ; 
Broda  &  Culgave,  2006 ). This real - time picture of performance 
can be used to generate real - time feedback (corrective or posi-
tive). The closer that feedback occurs to when the actual behavior 
occurred, the greater the impact of such feedback (Pritchard  &  
Ashwood,  2008 ). Additionally, continuous monitoring allows 
employee performance under typical performance conditions to 
be captured. Compared to maximal performance conditions, typi-
cal performance conditions lessen the salience that performance is 
being monitored and evaluated, employees are not explicitly told 
to do their best, and their performance is represented as a mean 
over an extended period of time (Sackett, Zedeck,  &  Fogli,  1988 ). 
Conversely, under maximal performance conditions, employees 
are explicitly made aware of performance monitoring and evalu-
ation, are explicitly told to perform their best, and are only mea-
sured for a short period of time. Whereas maximal conditions 
are good for measuring what teams  “ can ”  do, typical conditions are 
necessary to understand what teams  “ will ”  do. For example, only 
being evaluated on performance during a monthly branch visit 
from the general region manager would provide a picture of maxi-
mal performance on that day, but an incomplete representation of 
performance overall. Measures of typical performance are desir-
able because they represent both an employee ’ s ability and his or 
her motivation (Klehe  &  Anderson,  2007 ).  

  Best Practice #15: Include Teamwork Competencies in Formal 
Performance Evaluations 
 The adage is that you  “ get what you measure ” ; therefore, if you 
want teams to demonstrate effective teamwork behaviors (such 
as communication or collaboration), then measurement dimen-
sions that refl ect these competencies must be included in the per-
formance evaluation system (Salas, Kosarzycki,  &  Tannenbaum, 
 2005 ). Including teamwork competencies in performance 
appraisal instruments underscores their importance to team suc-
cess and makes the exact competencies of importance more 
salient to team members (Murphy  &  Cleveland,  1995 ). In prac-
tice, we tend to fi nd that, if teamwork is formally assessed at all, 
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it is listed as a single generic category, whereas more task - work -
 oriented competencies are specifi ed in greater and more concrete 
detail. Teamwork is multi - faceted and can be defi ned in terms of 
specifi c observable behaviors. When it is, team members are more 
likely to consider it an important aspect of their jobs — one worth 
focusing their attention on. Supervisors responsible for assessing 
team performance will be better able to provide meaningful data 
regarding teamwork performance if they have clear defi nitions to 
work with and receive frame - of - reference training that illustrates 
positive and negative examples of various teamwork dimensions.

   Technical Capacity 
 In the context of teams, technical capacity involves two equally 
important domains. First, individual team members must be com-
petent at their individual tasks (that is, task work). Second, they 
must be competent at managing the interdependencies between 
their own work and that of their fellow team members (that is, team-
work). Teams cannot excel without both components. Frameworks 
of teamwork competencies have been developed (Cannon - Bowers  &  
Salas,  1997 ) and revised (Salas, Rosen, Burke,  &  Goodwin, in 
press) and represent the KSAs underlying effective team per-
formance. Additionally, much is known about how these compe-
tencies are manifested in expert teams (Salas, Priest, Wilson,  &  
Burke,  2006 ).   

  Best Practice #16: Have a Plan for Integrating New Team Members, 
and Execute It 
 Seamless coordination of inputs from individual team members is 
a hallmark of expert teams. For this to occur, team members must 
have a shared understanding of the team ’ s task, their own work, 
their team members ’  roles and responsibilities, and the team 
goals. When there is turnover in team membership, the team is at 
risk for losing this shared understanding. The team should have 
a plan for integrating new team members, for familiarizing the 
new members with the team, and vice versa. This involves iden-
tifying the teamwork and task work requirements necessary for 
performance in the team and ensuring that team members have 
the right mix of competencies (individual expertise as well as 
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teamwork competencies). In order for teams to capitalize on their 
mix of expertise, it is critical that they share an accurate under-
standing of who knows what. Researchers refer to this as  “ trans-
active memory ”  (Wegner,  1986 ). Research on transactive memory 
(for example, Austin,  2003 ) suggests that this shared knowledge 
about one another enables teams to determine which member is 
most appropriate for which tasks (specialization). For instance, 
we found that air traffi c controllers who believed their team to be 
highly competent but did not share knowledge about the specifi c 
distribution of expertise were nonetheless resistant to asking for 
or accepting backup from one another (Smith - Jentsch, Kraiger, 
Salas,  &  Cannon - Bowers, in press).  

  Best Practice #17: Assess and Foster Shared Mental Models 
 Shared mental models enable many aspects of effective team per-
formance (Cannon - Bowers, Salas,  &  Converse,  1993 ). Therefore, 
a team performance management process must assess shared 
mental models within a team and provide feedback to team mem-
bers. Although several techniques exist for capturing and analyz-
ing shared mental models (for example, Mohammed  &  Dumville, 
 2001 ), cue - strategy associations (a technique that involves directly 
linking cues in the environment with appropriate coordination 
strategies) afford diagnosticity and the development of learn-
ing points (Cannon - Bowers, Tannenbaum, Salas,  &  Volpe,  1995 ). 
Additionally, cross - training (Blickensderfer, Cannon - Bowers,  &  
Salas,  1998 ; Volpe, Cannon - Bowers, Salas,  &  Spector,  1995 ) can be 
used to build shared mental models within teams.   

Multi - Team Membership 
 In addition to the six capacities defi ned by Letts, Ryan, and 
Grossman ( 1998 ), we also consider the implications of multi - team 
membership (MTM). The wide use of project - based teams in the 
workplace (for example, Devine, Clayton, Phillips, Dunford,  &  
Melner,  1999 ) suggests that it is becoming a more common pos-
sibility to be a member of multiple teams that comprise the same 
organization. These teams, as defi ned by Sundstrom, McIntyre, 
Half hill, and Richards ( 2000 ), carry out highly defi ned, spe-
cialized, time - limited projects and often disband upon project 
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completion. These teams are highly cross - functional and differ-
entiated. They have a high degree of specialization, indepen-
dence, and autonomy and a low degree of integration with other 
work units. For example, an employee may serve as a team lead 
for an R & D team, but may also be a non - lead member of the mar-
keting team. MTM is concerned with the capacity to split indi-
vidual time and resources across multiple teams. A study of 401 
MBA professionals indicated that 67 percent worked on more 
than one team at a time (Mortensen, Woolley,  &  O ’ Leary,  2007 ). 
The literature regarding MTM is currently sparse; however, com-
bining what is currently suggested with well - evidenced support 
from the general team literature, we suggest the following.   

  Best Practice #18: Develop or Select for Individual Personal 
Discipline and Organizational Skills 
 In addition to the necessary expertise to complete the tasks at 
hand, team members working in multiple teams must also have 
highly developed organizational and time management skills. 
Autonomy is usually maximized in these situations (Ancona  &  
Caldwell,  2007 ); therefore it is imperative to select individuals 
with high levels of personal discipline and organizational skills or 
to help selected individuals develop these skills through training.  

  Best Practice #19: Communicate the  “ Big Picture ” : Facilitate a 
Global Awareness of Competing Goals and Deadlines of All Teams 
 In MTM environments, it is vital to plan for global ripple effects —
 deadlines or slippage on projects for one team can impact work 
on other teams. Inter - team coordination and planning can help 
to mitigate this problem, although a contingency plan must be in 
place such that certain members can pick up slack when others 
must dedicate a signifi cant amount of their resources to another 
team for a brief period of time. Global awareness is key. Team lead-
ership can play a key role in this aspect. Meetings of team leaders 
can help to foster global awareness of deadlines and planning.  

  Best Practice #20: Maturity Counts: Recognize That a Multi - Team 
Framework Works Best for Mature Projects 
 MTM frameworks tend to work best for more mature projects. 
Those in their early stages may need several people dedicated full 
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time in the initial stages. Also apply MTM frameworks to  “ modu-
lar ”  projects in which work can be done by separate individuals 
in assigned pieces and then recombined. Furthermore, this indi-
vidual progress must include regular meetings to keep everyone 
aligned (Mortensen, Woolley,  &  O ’ Leary,  2007 ). Expectations 
and deadlines must be crystal clear, yet malleable.  

  Best Practice #21: Foster Trust: Cultivate a Culture of Information 
Sharing 
 Because MTM work occurs asynchronously, members must be 
able to trust that it is being done. The juggling of multiple proj-
ects does not offer team members the opportunity to pick up the 
slack of other members who don ’ t pull their weight. Mutual trust 
is a supporting and coordination mechanism necessary for effec-
tive teamwork, as noted earlier (Salas, Sims,  &  Burke,  2005 ). It is 
a shared belief that team members will perform their roles, while 
protecting the interests of the team, cultivated through informa-
tion sharing, and a willingness to admit errors and receive feed-
back (Bandow,  2001 ; Webber,  2002 ). This capability becomes 
even more vital when employees are members of multiple teams 
and face - to - face communication and coordination is reduced.    

  Conclusions 
 From front - line action and performance teams focused on behav-
ioral coordination to top - level project development and planning 
teams responsible for building the knowledge of the organiza-
tion, teams are an integral component of how organizations do 
work. An individual ’ s performance can be considered in isolation 
from others with decreasing frequency, and this trend shows no 
signs of relenting or reversing. This necessitates the consideration 
of teamwork in performance management systems. Team - based 
work adds a layer of complexity to the performance management 
process; however, it can be effectively executed with strategic, 
salient cultivation of the adaptive, leadership, management, and 
technical capacities of the team. In this chapter we have presented 
a synthesis of the literature in the form of a practical set of best 
practices for implementing the PM process in team - based work. 
Furthermore, we have attempted to provide practical guidance 
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for managing performance in environments of multi - team mem-
bership. As multi - team membership grows in prevalence, under-
standing effective processes for managing both individual and 
team-level performance becomes vital. Overall, understanding the 
levers that drive performance and the role of performance mea-
surement will help ensure that your performance management 
processes are helping to cultivate expert teams.  
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      CHAPTER 7

     CEO  PERFORMANCE 
MANAGEMENT   *             
  Edward M. Mone   

  Introduction 

  Overview 

 This chapter will focus on the process of CEO performance man-
a gement, which includes goal setting, feedback, and appraisal, 
as well as tying the outcome of the performance management 
process to CEO compensation. Much has happened in the gen-
eral business landscape that has affected CEO performance 
management and compensation since the Graddick and Lane 
( 1998 ) chapter appeared. These events will be discussed below, 
but at the heart of it all, corporate greed and scandal have led to 
numerous legislative reforms targeted at signifi cant improvement 
in corporate governance. As a result, today ’ s boards of directors 
are being held to new standards of performance, particularly in 
one of their primary roles: CEO performance management. In fact, 
the focus on board effectiveness in the practice of organization 
consulting is fairly recent and driven largely by these same events, 
as noted by Nadler, Behan,  &  Nadler ( 2006 ), and as evidenced by a 

  *  Note: Special thanks to Lisa Bernardi and Carolyn Stine, organization develop-
ment analysts at CA, Inc., for their research support.
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complement of recent books (Brown,  2006 ; Carver,  2006 ; Charan, 
 2005 ; Nadler, Behan,  &  Nadler,  2006 ) aimed at improving board 
functioning and effectiveness. 

 Since the process of CEO performance evaluation or manage-
ment is still somewhat private and inaccessible to most academics 
and practitioners, this chapter includes a detailed focus on this pro-
cess at FORTX, a pseudonym for a Fortune 1000 company. As the 
FORTX CEO performance management process is discussed, it will 
be examined and compared to what may be considered best prac-
tices that are driven by research, legislation, and regulation. 

 Overall, this chapter includes a brief review of Graddick and 
Lane ( 1998 ); a look at the key events and reforms that have shaped 
CEO performance management, compensation, and corporate 
governance since the late 1990s; a detailed discussion of FORTX ’ s 
CEO performance management process and its tie to CEO com-
pensation; a review of literature particularly relevant to CEO per-
formance management, compensation, and board effectiveness; 
and a closing summary and fi nal words, with recommendations 
for further action and research.  

  Where We Have Been 

 In their chapter on evaluating executive performance, not just CEO 
performance, some of what Graddick and Lane ( 1998 ) highlighted 
included the need to satisfy constituencies — customers, sharehold-
ers, and employees — and to establish goals for these constituencies, 
and to do so before determining measures of executive perfor-
mance. They also stated that this linkage to executive performance 
planning is not as strong as desired. In addition, they discussed the 
importance of executive competencies and how behavioral and 
leadership competency objectives were becoming more frequently 
used as supplements to key measurement systems when establishing 
executive performance goals. The weighting of these goals and com-
petencies, however, as measures of performance varied and were 
not always clearly defi ned. There was also signifi cant variation in 
how goals and measures infl uenced compensation decisions. 

 Graddick and Lane ( 1998 ) concluded with the following 
messages: 
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   Evaluating executive performance is somewhat mysterious, 
given the lack of published literature, with approaches being 
best described as informal and inconsistent;  

   Executives want and need clear goals and objectives, ongo-
ing candid feedback, and a system that tightly links pay and 
performance;  

   Appropriate non - fi nancial measures, such as employee satisfac-
tion, particularly in leading to customer satisfaction and busi-
ness results, as well as executive competencies that are linked 
to driving business outcomes, should be used to improve the 
evaluation process;  

   The stability of the executive appraisal process is infl uenced 
by practices and processes brought from one company to 
another by the CEO (for example, 360 - degree feedback), the 
dynamic nature of the marketplace, and frequent organiza-
tion changes;  

   Executives need to remain in an assignment long enough to 
evaluate their impact;  

   HR needs to sell the value of performance management to 
executives, as well as highlight the cost of neglecting effective 
performance evaluations, as executives often do not have a 
formal process, and that HR should keep the process simple 
to minimize paperwork and time; and  

    “ There is still important work to be done to strengthen our 
approaches for evaluating executive performance. ”  (p. 400)    

 Their advice is still relevant, and there is still some  mystery 
to the process. However, the overall landscape has  signifi cantly 
changed since the late 1990s, and those changes have had enor-
mous infl uence on CEO evaluation, compensation, and  corporate 
governance, increasing the transparency of the CEO  performance 
management process to a greater extent. A serious process for 
assessing CEO performance is no longer an option; it clearly 
is a  “ must have ”  (Oliver Wyman,  2003 ). Today formal CEO 
 app raisals are a requirement for publicly traded U.S. companies, 
although the mandate focuses exclusively on evaluating past per-
formance to determine compensation (Nadler, Behan,  &  Nadler, 
 2006 ). However, boards seem to be improving at the task of CEO 

•

•

•

•

•

•

•
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 evaluation, according to a recent survey (Mercer Delta Consulting, 
 2005 ) of directors of Fortune 1000 companies: 80 percent of
res pondents rated their CEO evaluation process as effective or 
very effective.  

  Key Events and Reforms 

 Bainbridge ( 2007 ) and Schminke, Arnaud,  and  Kuenzi ( 2007 ) 
offer a history of events since the 1990s   that have shaped the busi-
ness landscape, executive compensation, and CEO evaluation, and 
these include: 

   The 1994 change to tax laws, attempting to control excesses 
in compensation, limited the expense deduction for execu-
tive compensation to  $ 1 million, but exempted incentive -
 based compensation (such as stock options) from this cap.  

   The stock market bubble of the late 1990s further empha-
sized the focus on stock options, as rising stock prices made 
options look quite attractive, but this was followed by the less 
jubilant years of 2000 to 2002.  

   The lack of strong governance by corporate management 
and boards of directors that led, by and large in this environ-
ment, to accounting scandals — caused by the desire to meet 
fi nancial targets ( “ make the numbers ” ) and to bring value 
to stock options — at Enron, WorldCom, Tyco, and Global 
Crossings, which surfaced during the period of October 2001 
to early 2002.  

   The passage of the Public Company Accounting Reform and 
Investor Protection Act of 2002, known as the Sarbanes - Oxley 
Act (SOX), aimed at improving internal controls, requiring 
the certifi cation of fi nancial statements by the CEO and CFO, 
ensuring independent auditors and board audit committees 
composed of only independent directors, establishing rules 
to increase the transparency of fi nancial reporting as well 
as providing protection for whistle blowers and more severe 
penalties for corporate misconduct.  

   The implementation of more stringent listing requirements 
by the NYSE and NASDAQ, including shareholder approval 
of all equity - based compensation plans.    

•

•

•

•

•
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 Furthermore, legislation was recently passed that now requires 
disclosure of all aspects of CEO compensation, including sever-
ance agreements, pensions, bonuses, perks, and the calculations 
for short -  and long - term compensation. 

 Clearly, the major goal or thrust of the above legislative and 
regulatory changes is to improve corporate governance, and these 
changes can be considered a broad and continuing res ponse to a 
number of accounting scandals that had as their primary cause the 
incentive to be dishonest to add value to stock options. Problems 
in corporate governance can now signifi cantly affect CEOs, as 
Title III of SOX provides for severe penalties if a corporation is 
obliged to restate its fi nancials due to misconduct, including a 
return by the CEO and CFO of any bonus, incentive, or equity -
 based compensation, as well as any profi ts received from the sale 
of stock, during the twelve - month period following the original 
issuance of the fi nancials.   

   FORTX  ’ s  CEO  Performance Management Process 

   FORTX  Context 

 Before presenting FORTX ’ s current CEO performance manage-
ment process, it is important to note that, like many other com-
panies over the past several years, FORTX has had its share of 
challenges and publicity, involving shareholder concerns, board 
member changes, and turnover in senior leadership. FORTX ’ s 
current CEO faces the challenges of building a more ethical 
workforce and changing the company ’ s culture to one of empow-
erment, with greater accountability and reward for performance.  

  Factors Shaping  FORTX  ’ s  CEO  Performance 
Management Process 

 FORTX ’ s process has been shaped by a number of factors, includ-
ing: FORTX ’ s history; Sarbanes - Oxley, and other legislation and 
rules (such as IRS regulation 162m, which provides guidance 
for the tax treatment of long - term compensation and the type 
of performance measures that can be used in the calculation of 
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compensation); and best practices, brought forward by board 
members with expertise in corporate governance, a leading 
consulting fi rm with expertise in executive compensation and 
 app raisal that serves as an advisor to FORTX, and FORTX ’ s chief 
human resources offi cer. 

 Given the above factors, a major goal was to establish the 
FORTX CEO performance management process, which includes 
the awarding of compensation, as a transparent process free from 
any ostensible manipulation relative to evaluating and reporting 
organizational performance, as well as to awarding executive and 
CEO compensation. 

 By the close of FORTX ’ s most recent fi scal year, the CEO 
would have had several years of experience in the role, includ-
ing, of course, working through the CEO evaluation process with 
FORTX ’ s board.  

  Goal Setting 

 The goal - setting phase of the performance management proc ess 
is initiated by the CEO with FORTX ’ s overall business plan serv-
ing as the context. Since the beginning of the CEO ’ s tenure, 
the CEO has written a narrative, documenting the progress 
to be made against each of FORTX ’ s main goals or objectives. 
Today these objectives still remain the focus, but there is a greater 
emphasis on identifying specifi c fi nancial targets and other quan-
titative measures. This emphasis is now possible because the 
CEO and the senior leadership team (the team of FORTX ’ s most 
senior functional leaders), over the past few years, developed a 
clearer understanding of how FORTX operates and of the most 
critical and important measures of success and indicators of busi-
ness growth. 

 As a result, at the beginning of FORTX ’ s most recent fi s-
cal year (the year that will be highlighted here to illustrate the 
proc ess at FORTX), the CEO introduced the FORTX  “ Company 
Scorecard. ”  Not unlike other scorecard methodologies (for exam-
ple, Kaplan  &  Norton,  1996 ), measures and metrics were created 
in four major areas, including: corporate and fi nancial; products 
and services; customers; and employees. Samples of these mea-
sures are presented in Exhibit  7.1 .   
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 Although these measures and metrics will be detailed in the 
CEO ’ s narrative, those upon which the CEO is evaluated  and  
compensated include operating income, cash fl ow from opera-
tions, revenue growth, earnings per share, and customer satis-
faction. The rationale for the selection of these measures will be 
discussed later. The narrative, as well, may include the personal 
actions the CEO intends to take; however, the CEO does include 
a behavioral self - assessment as part of the year - end evaluation 
(see  CEO Appraisal , below). 

 Once the narrative is complete, the CEO will initially verify tar-
gets (such as a  cash fl ow from operations  target in the billions of dol-
lars, within a range, for example, of plus or minus  $ 45  million) 
with the CFO and then work together with the board compensa-
tion committee to fi nalize them, with the next step in the process 
being a full board review and, ultimately, approval. This would 
conclude the goal - setting phase.  

  Feedback 

 Contrary to what might be expected, the regularly scheduled 
meetings of the board of directors are not the usual forum for 
providing performance feedback to the CEO at FORTX. Typically, 
board meetings focus on general updates and changes to strategy, 
leadership, mergers and acquisition activity, and the ongoing per-
formance of FORTX. However, at the conclusion of each board 
meeting, the board meets without the CEO; this type of meeting 

Exhibit 7.1  FORTX’s Organization Scorecard Categories 
and Sample Measures.

 Corporate fi nancial: revenue, earnings per share, cash 
fl ow from operations, and operating margin; and costs as 
a  percent of revenue, including selling and general and 
 administrative costs

 Products and services: product penetration and contract 
renewals

 Customers: customer perception and customer satisfaction
 Employees: employee engagement and employee satisfaction

•

•

•
•
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is referred to as an  executive session . During each executive session, 
CEO performance is discussed. Following these sessions, and on 
a rotating basis, a director will provide specifi c feedback to the 
CEO, on a one - to - one basis. 

 Providing performance feedback is also accomplished more 
informally, and may, for example, come from an individual board 
member regarding company strategy, or from a board committee, 
such as the audit committee, on operational issues. The primary 
vehicle for this more informal and regular feedback, however, 
can be characterized as the constant communication fl ow, with a 
regular focus on CEO performance, between the board chairman 
and the CEO. This feedback focuses on what the chairman or 
board has observed or may be driven on an exception basis. For 
example, to further improve CEO and senior leadership team 
effectiveness, the chairman recommended engaging an external 
consultant to administer 360 - degree feedback and a variety of 
personality and leadership style assessments to all of the senior 
leadership team members, including the CEO, and subsequently 
to conduct a series of two - day team - building sessions. It would be 
fair to say that the chairman acts like a supervisor in this respect, 
providing feedback and counsel to the CEO. In fact, an emphasis 
on development for a relatively new CEO is an important focus 
for a board of directors and should be part of the overall evalua-
tion process (Nadler, Behan,  &  Nadler,  2006 ).  

   CEO  Appraisal 

 CEO appraisal at FORTX is an annual process, and the fi rst 
major step in the evaluation of performance is taken by the CEO. 
The CEO writes a self - appraisal in narrative form —  actually a let-
ter to the board — which is predominantly a discussion of com-
pany performance, referencing the extent to which targets for 
the measures detailed in the goal - setting narrative and outlined 
in the company scorecard have been met, measures situated 
within the context of FORTX ’ s major objectives. As a result, the 
appraisal of the CEO largely refl ects an appraisal of FORTX ’ s per-
formance. The progress against each one of the major  objectives 
is also rated on a four - point scale (ineffective,  somewhat effective, 

c07.indd   240c07.indd   240 7/1/09   10:52:49 AM7/1/09   10:52:49 AM



CEO Performance Management  241

 effective, and very effective). This part of the narrative (edited 
for publication) might read as follows:   

  Objective 2: Building an ethically - driven culture of empowerment and 
accountability  —  Effective.     “ Given past leadership and FORTX ’ s 
history, we are making signifi cant progress in creating an ethically 
driven culture in which empowerment, strong performance and 
accountability are rewarded. We have implemented a number of 
programs, including company - wide ethics and compliance training 
and leadership training for middle -  and senior - level managers . . . .   
Although we continue to make progress, we are still, in essence, 
rebuilding FORTX ’ s culture . . . .   ”    

 The CEO ’ s self - appraisal or letter is initially sent to the corpo-
rate governance and compensation committees for their joint 
review, evaluation, and recommendation to the full board. Accom-
panying this letter is the CEO ’ s self - assessment using the behav-
ioral component of  “ The CEO Evaluation, ”  which is available from 
Boardroom Metrics ( 2005 ) and is shown, in brief, in Exhibit  7.2 . 
The full board then evaluates the CEO ’ s performance. Of course, 
during this executive session, the CEO is absent. At the conclu-
sion of the session, the chairman provides feedback to the CEO.    

  Compensation 

 When reviewing the CEO ’ s self - appraisal, the compensation com-
mittee will also consider the extent to which results were achieved 
and how that determines the level of compensation awarded, 
metrics for which were set during goal setting. The CEO ’ s tar-
geted total compensation includes a 20 percent base pay com-
ponent and an 80 percent variable component, with the latter 
determined by the extent to which the metrics were achieved. 
The variable pay component, however, can range from 0 to 200 
percent of target, depending on company performance. 

 The CEO ’ s variable compensation has both short - term and long -
 term components. The short - term component, a cash bonus, is 
awarded on an annual basis, ranging from 0 to 200 percent of tar-
get. This component is based on measures that make the most sense 
in the short run, including operating income,  revenue growth, and 
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customer satisfaction. The long - term component, also with a tar-
get range of 0 to 200 percent, is a restricted stock award that vests 
immediately after a three - year period, and it has two components. 
The fi rst component of long - term compensation, accounting for 
60 percent of the overall award, is based on annual targets for oper-
ating income and revenue growth. The second component is based 
on three - year targets for cash fl ow from operations and  earnings 
per share. This second component accounts for the remaining 
40 percent of long - term compensation. Overall, the long - term com-
ponent is structured to promote both executive retention and a 

Exhibit 7.2  The CEO Evaluation.*

 Leadership: The CEO . . . 
Has clearly defi ned the basic purpose and mission of the 
organization
Communicates effectively with internal and external 
 stakeholders to build support for the mission, vision, goals, 
and direction of the organization

 Management: The CEO . . . 
Delegates effectively to members of the senior 
 management team and other staff
Clearly articulates priorities and ensures management focus 
and accountability around addressing priorities

 Working with the board: The CEO . . . 
Has a strong working relationship with the board chair
Helps educate the board on the organization

 Financial management: The CEO . . . 
Has a solid, up-to-date understanding of the organization’s 
income statement, balance sheet, cash fl ow, and other 
fi nancial measures relevant to its business and fi nancial 
situation
Ensures that the organization’s fi nancial records are 
 accurate and up-to-date

•
•

•

•
•

•

•
•
•

•
•

•

*Note  : This is only a partial list of the factors in each category. At FORTX, each 
is rated on a four-point scale.

Source: Adapted from Boardroom Metrics, 2007.
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focus on long - term company performance; the fi nal determination 
of value and, of course, payout, are both made at the end of a three -
 year period. 

 It is important to re - emphasize that the CEO ’ s cash bonus and 
restricted stock award are quantitatively driven — compensation 
levels are determined in advance, based on measures and targets 
set during the goal - setting phase. The compensation committee 
only has negative discretion: the committee cannot authorize any 
compensation greater than the payouts indicated by the targets 
achieved, but it does have the power to reduce those payouts 
based on CEO performance or other factors directly infl uencing 
the success of FORTX. 

 Finally, the primary rationale for the measures chosen that 
have an effect on compensation is simply that these are the criti-
cal measures for FORTX ’ s success, and they are utilized in com-
pensation in such a way as to reward and drive behavior that 
focuses on long - term success, with each year building toward suc-
cess in subsequent years — or over the long run.   

  The  FORTX  Process and the State of Practice 

  Compensation Committee 

 We begin this section with a discussion of the compensation com-
mittee, given its role in setting, approving, and evaluating goals 
and the attainment of the CEO ’ s metrics and targets and in rec-
ommending the level of compensation to be paid for the extent 
to which those performance metrics and targets were achieved. 

 Certainly FORTX is in compliance with the New York Stock 
Exchange (NYSE) Listed Company Manual section 303A.05 
( 2004 ), which requires all listed companies to have a compensa-
tion committee, and that the committee must consist solely of 
independent directors. In general, the role of a compensation 
committee (Bainbridge, 2007) is to review and approve, or rec-
ommend to the full board, compensation for the CEO, as well 
as to have oversight for the corporation ’ s compensation policies 
and practices. This role is articulated in corporate governance 
guidelines (readily found, for example, on corporate websites, 
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including those for companies such as Consolidated Edison, 
McDonald ’ s Corporation, Kraft Foods Inc., Southwestern Energy 
Company, State Street Corporation, and The Charles Schwab 
Corporation). The stated purpose of FORTX ’ s compensation 
committee is as follows:   

 The Committee ’ s general purpose is to enable the Board to 
fulfi ll its responsibilities with respect to executive compensation, 
including: (a) reviewing and approving all goals and objectives 
impacting CEO compensation; analyzing and evaluating CEO 
performance with respect to those goal and objectives; and (b) 
based on this evaluation, determining and approving the CEO ’ s 
compensation, as well as incentive and equity - based compensation 
for other senior - level executives.   

 Furthermore, the NYSE also requires the committee to have a 
written charter declaring its power to set CEO performance goals 
and evaluate performance, and to establish the CEO compensation 
plan. The committee should also have the power to hire an external 
consultant for advice. The Securities and Exchange Commission 
(SEC), besides requiring extensive disclosure of compensation in 
the company ’ s annual proxy statement, instituted a new require-
ment in July of 2006, called the Compensation and Discussion 
 Ana lysis (CD & A), necessitating a discussion and analysis of all 
aspects of the company ’ s stock option plan (Bainbridge, 2007). 
FORTX is in compliance with these NYSE and SEC requirements.  

  Compensation for  CEO s 

 For at least the last ten to fi fteen years, CEO pay has been the 
subject of much press, mostly critical, focusing on whether CEOs 
are worth the compensation they receive (Epstein  &  Roy,  2005 ; 
O ’ Reilly  &  Main,  2007 ; Silva  &  Tosi,  2004 ). Today compensation 
committees are under more intense public scrutiny as some 
excessive severance packages have made the headlines of tabloids 
and business publications alike — Michael Ovitz receiving  $ 140 
million and Richard Grasso,  $ 187.5 million (Brountas,  2004 ; 
Charan,  2005 ). 

 The principal - agent model (Laffront  &  Mortimer,  2002 ) under-
lies the theory and practice of executive compensation (Conyon, 
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 2006 ; O ’ Reilly  &  Main,  2007 ). This model involves shareholders 
(the principals) creating the most economical compensation 
plan possible that will motivate CEO (agent) performance to 
maximize fi rm value. Usually the board of directors (and more 
specifi cally, the compensation committee) acts on behalf of the 
shareholders (or principals) to maximize fi rm value, but excesses 
in CEO pay and scandals have still found their way into the pub-
lic ’ s eye, including those occurring at Walt Disney Company, 
Adelphia Communications Corporation, and Tyco International 
(O ’ Reilly  &  Main,  2007 ). Conyon ( 2006 ) reports that the main 
driver of CEO pay gains in recent years (1993 – 2003) has been 
grants for stock options; and he also discusses that there is a posi-
tive correlation between companies that have been the target of 
fraud allegations and option incentives. Quite recently, what has 
come to light is the number of fi rms that have engaged in options 
 “ back dating ”  (instead of using the closing price on the date 
the grant is made as the option strike price, going back in time 
and picking a date when the stock closed at a lower price) and 
 “ spring loading ”  (issuing a grant just before news is announced 
that is guaranteed to drive up the share price). Finally, a major 
infl uence on the CEO ’ s cash compensation, according to O ’ Reilly 
and Main ( 2007 ), may be the degree of reciprocity and social infl u-
ence that exists between the board and the CEO, with higher lev-
els of reciprocity and social infl uence leading to higher levels of 
cash compensation. 

 Long - term compensation, when based on more than just 
fi nancial metrics and driven by a broader view (that is, a corpo-
rate social responsibility view) of satisfying stakeholders (custom-
ers, employees, local communities, government, and others), 
can have a positive effect on corporate fi nancial performance 
(Deckop, Merriman,  &  Gupta,  2006 ). In this study, six dimen-
sions of corporate social responsibility (CSR) were measured, 
which included  “ taking positive action in the areas of community 
relations, human rights, the safety of the fi rm ’ s product or ser-
vice, the environment, diversity in fairness and hiring, and other 
aspects of employee relations ”  (p. 333). So, for example, a pos-
sible measure in the area of diversity and fair hiring might be to 
increase the number of diverse hires at the senior management 
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levels, with the metric being a year - over - year increase. In terms 
of the effect of corporate social performance (CSP) on com-
pensation, what Deckop, Merriman, and Gupta ( 2006 ) found is 
that CSP is positively correlated with a long - term compensation 
focus, it is seen as a contributor to corporate fi nancial perfor-
mance, and, although some fi rms have direct CEO incentives to 
improve CSP, it appears that a long - term compensation focus in 
and of itself also promotes CSP. Much of the attention on CSP, 
the authors note, has been caused by the recent scandals involv-
ing senior corporate executives. 

 More broadly, this approach, to consider more than just stock-
holders and fi nancial measures in the evaluation and rewarding 
of CEO performance, is consistent with the view expressed by a 
number of authors (see Exhibit  7.3  for a summary of key consid-
erations when determining CEO compensation). Charan ( 2005 ), 
for example, argues for the need to move away from the single 
fi nancial measure, such as stock price increases or EPS (earnings 
per share) growth. To do so, he suggests the following key tasks 
for boards to consider as they develop an effective CEO compen-
sation package: 

   Defi ne a philosophy of compensation that refl ects the board ’ s 
intentions for the company.  

   Within the framework of that philosophy, defi ne multiple 
objectives.  

   Match the objectives with both cash and equity awards, as 
appropriate.  

   Design a compensation framework that depicts the relation-
ship between total compensation and the objectives to be 
achieved.  

   Conduct a meaningful quantitative and qualitative evaluation 
of the CEO ’ s performance.  

   Consider severance pay, input from HR, and external consultancy.      

 Unfortunately, perhaps, Epstein and Roy ( 2005 ) report that CEO 
performance continues to be defi ned mostly in terms of fi nancial 
results and that this focus neglects the inputs, processes, and out-
puts leading to those results. Their review of the proxy statements 
in August of 2004 of fi fty - nine of  Fortune   magazine ’ s America ’ s Most 

•

•

•

•

•

•
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Admired Companies showed that 100 percent of the sample used 
fi nancial performance indicators, and that of a list drawn from the 
literature of eleven other categories of non - fi nancial performance 
indicators (for example, strategic planning — strategy formulation, 
reengineering, management of acquisitions; succession planning —
 management succession planning; management style — leadership, 
teamwork, personal excellence; controls and risk management —
 regulatory  compliance and risk management; management of cus-
tomer relations and growth — customer satisfaction, market share, 

Exhibit 7.3  Determining CEO Compensation—Considerations.

 Ensure the board develops and articulates an  appropriate 
philosophy of compensation for the CEO, considering 
 strategic objectives, industry best practices, and legal and 
regulatory requirements.

 The compensation committee, in conjunction with the full 
board, should determine which objectives will drive short- and  
long-term compensation, the nature of the compensation, 
such as cash, restricted stock, or other methods, and how 
compensation levels will be calculated based on targeted 
measures and metrics.

 To take advantage of tax regulations, consider that the 
 measures and metrics that drive compensation must be 
 fi ndable, quantifi able, and able to be calculated by a third party.

 Utilize, for example, operating income, revenue growth, and 
customer satisfaction as the basis for determining short-term 
compensation.

 As the basis for long-term compensation, consider, for 
example, cash fl ow from operations and earnings per share; 
also consider multiple-year targets for operating income and 
 revenue growth.

 Consistent with the corporate social responsibility 
 perspective, set compensation-driven measures and metrics, 
where possible.

 Discretion in evaluating performance for awarding year-end 
compensation should be limited to negative discretion and 
not allow for any compensation beyond the levels and targets 
set during goal setting.

•

•

•

•

•

•

•
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sales), measures were used from little more than two categories. 
Twenty - six companies used just one category, fourteen used two cat-
egories, and only three companies used measures from six catego-
ries. As might be expected, the category  “ management of customer 
relations and growth ”  was the second - most - used category (measures 
from this category were chosen by 42 percent of companies). 

 The continued focus on fi nancial performance, particularly 
in turbulent business and economic times, is further supported 
by a  BusinessWeek  (Thornton,  2007 ) cover story, with the follow-
ing headline:  “ Perform or perish: For CEOs of private -  equity -
 owned companies, the pressure to deliver is getting unbearably 
intense. ”  Private equity fi rms are expecting their CEOs to deliver 
quick fi nancial results and improvements and to ensure that the 
changes they make become the new way of doing business. Finally, 
a series of CEOs, including Stan O ’ Neal of Merrill Lynch and 
Chuck Prince of Citibank ( “ Cracks in, ”  2007), have recently been 
dis mis sed as a result of the subprime mortgage fi asco brought to 
light in late 2007; both O’Neal and Prince were at the helm when 
their fi rms lost billions of dollars due to their holding of large 
positions in CDOs (collaterized - debt obligations, which pool 
mortgage - backed and other credit instruments). In spite of their 
performance, both of these CEOs walked away with hefty, multi -
 million - dollar severance packages. 

 It appears that fi nancial performance is the major reason for 
CEO dismissal. For example, a recent study (Kaplan  &  Minton, 
 2006 ) indicates an average CEO tenure of approximately six 
years and shows that board - driven turnover is signifi cantly related 
to fi rm performance relative to industry, industry performance 
relative to the overall market, and the performance of the overall 
stock market. Jenter and Kanaan ( 2006 ) fi nd, as well, that boards 
are more likely to dismiss a CEO who underperforms his or her 
industry peer group during times of low industry and market 
returns, in other words, when fi nancial performance becomes 
more prominent and important. Oddly enough, the CEO ’ s job 
used to be about stewardship of the corporation ’ s assets for stake-
holders, but today it is all about the bottom line for investors 
(Lucier, Kocourek,  &  Habbel,  2006 ). 

 For FORTX ’ s CEO, 80 percent of total targeted compensation 
is variable, as discussed earlier. Because of changes to the tax  status 
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of options, FORTX ’ s past history of excessive CEO compensa-
tion, and an improved focus on pay - for - performance, FORTX has 
ceased using stock options. The CEO ’ s long - term compensation is 
now completely in the form of restricted stock awards. Although 
FORTX does use more than just fi nancial results to track and 
evaluate its own and its CEO ’ s overall performance, as discussed 
earlier, the CEO ’ s compensation is primarily affected by two 
stakeholder groups: the fi rm ’ s customers and business partners. 
Although employees are also included as a stakeholder group in 
the company scorecard, the associated measures and metrics are 
not directly pay infl uencing. This approach is largely due to IRS 
regulation 162m, which requires that the metrics used to deter-
mine compensation (to ensure its tax deductibility) are fi ndable, 
quantifi able, and can be calculated by a third party — which is 
readily true of the typical fi nancial measures reported and used. 
Finally, FORTX has no direct or single metric for corporate social 
performance.  

  Performance Management, Goal Setting, Feedback, 
and Appraisal 

 In general, the study of performance appraisals or evaluations 
for CEOs is lacking in the literature, due primarily to the reluc-
tance of boards of directors to divulge details about how they 
make decisions (Silva,  2005 ; Silva  &  Tosi,  2004 ), and the fact that 
the majority of what is available is speculative and prescriptive. 

 Rivero ( 2004 ; see also Tyler  &  Biggs,  2001 , for a comparable 
approach to the yearly initiation of the process) recommends 
answering the following questions as a fi rst step in creating or 
revising a CEO evaluation or performance management pro-
cess: what is the purpose of the evaluation (for example, com-
pensation for performance, CEO development); what will be 
measured (for example, bottom - line fi nancial metrics, opera-
tional leadership, personal impact); who will be involved in the 
evaluation (the compensation committee, full board, custom-
ers, employees, etc.); and how and when will the evaluation be 
implemented (What are the steps in the  process? When and how 
frequently will feedback be given?). The answers to these ques-
tions should also be clear, from a practical perspective, even if 
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the process is in a steady state and not undergoing revision. For 
FORTX, the  purpose  of the process is primarily compensation 
for performance, with a focus on development; the  measures  are 
largely quantitative, with a major emphasis on fi nancial and oper-
ational measures (see Exhibit  7.1 ); and  involved  in the evaluation 
are both the compensation committee and the full board. The 
 steps  in the process have been described earlier in the chapter. 

 Conger, Finegold, and Lawler ( 1998 ) highlight three forces 
driving interest in CEO performance evaluations, that still operate 
today and include: (1) the general awareness of the critical roles 
played by CEOs; (2) shareholder activism, pressuring boards to take 
more responsibility and action for CEO performance evaluation; 
and (3) the evolution and enhancement of performance manage-
ment systems and processes, including the use of 360 - degree feed-
back. It should be clear that these forces, as well as the more recent 
legislative reforms and regulations, have certainly shaped the CEO 
performance management process at FORTX, with the greatest 
impact coming from shareholder activism and the broader scope 
of legislation and reforms affecting most large organizations. 

 Conger, Finegold, and Lawler ( 1998 ) also note four major 
outcomes of CEO or performance management: (1) raising the 
accountability for performance and defi ning the link between 
performance and compensation; (2) clarifying strategic direction; 
(3) promoting better CEO - board relations; and (4) fostering the 
development of the CEO. For FORTX, the CEO evaluation pro-
cess has increased the focus on accountability, including the use 
of better measures of organization performance, and it has more 
clearly linked these measures to CEO compensation. This has led 
to a sharpening of business strategy — better and more quantita-
tive measures have helped FORTX to focus most appropriately on 
each of its major objectives, and the ongoing nature of the feed-
back process has helped to keep CEO and fi rm performance on 
track, strengthen the relationship with the board, and in particu-
lar, with the board chairman, which has allowed for, as discussed 
earlier, a greater focus on development for both the CEO and the 
senior leadership team.     

 Conger, Finegold, and Lawler ( 1998 ; see also: Boren  &  Heidrick, 
 2004 ; Johnson  &  Bancroft,  2005 ; Nadler, Behan,  &  Nadler,  2006 ; 
Oliver Wyman,  2003 ; Rivero,  2004 ) describe the three typical steps 
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in an effective CEO evaluation or performance management pro-
cess. From the discussion of FORTX ’ s process, you will note that 
FORTX ’ s steps are similar, but at FORTX, there is no formal mid -
 course review; feedback is more informal, primarily in discussions 
between the CEO and the chairman. The three typical steps are 
listed below. You will also fi nd a summary of considerations for 
the overall CEO performance management process in Exhibit  7.4  
(detailed considerations for goal - setting, feedback, and appraisal 
appear in subsequent tables).   

   1.   Establishing evaluation targets at the start of the fi scal year  
  CEO and board develop an annual strategic plan, setting 
short -  and long - term objectives  
  CEO sets personal performance targets and measures, and 
should include development goals  
  Presentation to board committee (compensation and/or 
governance), and then to fi nal board, along with fi nancial 
rewards for performance    

•

•

•

Exhibit 7.4  CEO Overall Performance Management (PM) 
Process—Considerations.

 Ensure the PM process is driven by the organization’s strategic 
plan.

 Detail and document all aspects of the PM process—roles, 
responsibilities, timelines, process fl ow, and so forth.

 Align the PM process calendar and timelines with the 
 corporate calendar.

 Involve the CEO, the compensation committee, and the full 
board in goal setting.

 Provide performance feedback on a regular basis to the 
CEO, both informally and formally.

 Base the CEO’s overall PM evaluation on the extent to 
which agreed-to targets were achieved, and include input 
from the CEO via a self-appraisal, the compensation 
 committee, and the board chairman, as well as all other 
board members.

 Award compensation based on agreed-to levels of goal 
attainment.

•

•

•

•

•

•

•
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   2.   Reviewing performance mid - course  
  CEO use of board meetings to highlight achievements  
  Individual meetings with board members for performance 
feedback    

   3.   Assessing fi nal results at year - end  
  CEO writes self - evaluation  
  Board members assess performance, using narratives and 
rating scales  
  Compensation committee and board make compensation 
decisions      

 Conger, Finegold, and Lawler ( 1998 ) make additional rec-
ommendations, including the need to take into consideration 
those actions that the CEO can control directly, that objectives 
should go beyond just the fi nancial, and that input from custom-
ers and employees and benchmarking within and outside the 
industry of the CEO ’ s performance should be considered when 
evaluating overall performance. Nadler, Behan, and Nadler ( 2006 ), 
Oliver Wyman ( 2003 ), and Rivero ( 2004 ) suggest three broad 
areas of focus for CEO performance dimensions or goals: bottom - 
line impact (for example, fi nancial success, as measured by net oper-
ating revenue, operating cash fl ow, net income earning per share, 
among others); operational impact (for example, improvements in 
organizational functioning, products, and strategy implementation, 
as well as morale, customer satisfaction, research and development, 
and others); and leadership effectiveness (for example, the CEO’s 
actions and personal impact, including meeting and addressing the 
needs of key customers, identifying a successor, and building rela-
tionships with external stakeholders). 

 Regarding the preceding set of recommendations, it is fair to 
say that the measures and targets established at FORTX are not 
largely in  “ direct control ”  of the CEO; his actions, for example, 
cannot directly increase cash fl ow. The objectives do go beyond 
the fi nancial (see Exhibit  7.1 ), and the CEO ’ s performance is 
benchmarked against similar companies. Although the CEO does 
submit the Boardroom Metrics ( 2005 ) CEO self - assessment along 
with the narrative evaluating overall performance, and the self -
 assessment does focus on CEO actions and behaviors, it does not 
play a major role in the overall evaluation but it may infl uence 

•
•

•
•

•
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decisions regarding the CEO ’ s overall success, tenure, discretion 
related to compensation, and other items. 

 Charan ( 1998 ) recommends that CEO evaluations have both 
a look back and a look forward and that boards consider the fol-
lowing questions: 

   Is the CEO building for the future?  
   Does the company ’ s strategic direction refl ect reality, consid-
ering opportunities and challenges?  

   Does the CEO have a fi rm understanding and grasp on com-
pany operations?  

   Is the CEO creating the management team of the future?  
   Is the CEO building positive relationships with external 
stake holders?  

   Is the CEO delivering results?    

 Rivero ( 2004 ) also suggests clarifying the extent to which the 
overall process is  “ backward facing, ”  in that it focuses on past
performance, and  “ forward facing, ”  in that it focuses on future 
objectives and whether the CEO has the competencies and vision 
to achieve those objectives. According to Oliver Wyman ( 2003 ), 
backward - facing evaluations focus on organization performance 
and CEO compensation, as measured by goal accomplishment and 
other quantitative measures; forward - facing evaluations focus 
on CEO capability and CEO development, measured through 
the quality of the CEO ’ s vision and strategy and other qualitative 
indicators. Both objectives are important. Charan ( 1998 ) sug-
gests creating two processes, with the board using the look back 
to determine annual compensation and the look forward to evalu-
ate the CEO ’ s total leadership and to provide feedback. Although 
best  practice would suggest separating discussions of both process 
objectives, for example, as it is done at Honeywell, due to a num-
ber of practical considerations, the discussions can be combined 
if done well, for example, as done at Target Corporation (Oliver 
Wyman,  2003 ). See Exhibit  7.5  for an overview of considerations 
for CEO goal setting.   

 FORTX ’ s process tends to combine both looks, but it does not 
explicitly call for separate conversations. For example, its  quantitative 

•
•

•

•
•

•
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measures, such as earnings per share, not only assist in  evaluating 
past performance, but also provide a look to the future and help to 
answer the question of whether the CEO is positioning FORTX for 
further growth. Measures such as customer satisfaction and employee 
satisfaction also operate similarly. In contrast, a measure such as an 
increase in stock price (not a measure used at FORTX) could only 
be backward - facing. As mentioned earlier, the CEO ’ s self - assessment 
contains an evaluation of leadership behaviors (see Exhibit  7.2 ), 
and this assessment, which can be considered more forward - facing, 
does focus on the questions and recommendations raised above by 
Charan ( 1998 ), Oliver Wyman ( 2003 ), and Rivero ( 2004 ). 

Exhibit 7.5  CEO Goal Setting—Considerations.

 Set both short- and long-term goals and objectives in the 
 context of the strategic plan.

 Establish measures and metrics for each objective.
 Utilize both quantitative and qualitative objectives.
 Go beyond fi nancial objectives alone and consider 
the needs of stakeholders such as employees, customers, the 
 community.

 Identify CEO key competencies and behaviors and set 
 appropriate measures and metrics.

 Set backward-facing objectives for the year-end evaluation to 
determine fi rm and CEO performance.

 Set forward-facing objectives (development focused) to 
emphasize CEO development.

 From a process perspective:
The CEO, using the context of strategy, drafts the goals 
and objectives and reviews key fi nancial and operational 
metrics with the CFO and development objectives with the 
chief human resources offi cer.
The CEO reviews the goals, objectives, measures, and 
 metrics with the compensation committee with the 
 purpose of  coming to initial agreement and determining 
how the goals and objectives link to compensation.
The CEO and compensation committee review with the 
full board the goals, objectives, measures, and metrics 
and how they will drive compensation and work toward 
 agreement and fi nal approval.

•

•
•
•

•

•

•

•
•

•

•
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 Most authors (Conger, Finegold,  &  Lawler,  1998 ; Nadler, 
Behan,  &  Nadler,  2006 ; Parmenter,  2003 ; Rivero,  2004 ; Silva  &  
Tosi,  2004 ; Tyler  &  Biggs,  2001 ) argue for the use of 360 - degree 
feedback for evaluating more subjective goals, obtaining anony-
mous input from a broader and wider audience, and to provide 
feedback for development to help the CEO understand what 
actions help or hinder his or her effectiveness. In fact, research 
by Silva  &  Tosi ( 2004 ) suggests that guaranteeing board members 
anonymity when it comes to evaluating the CEO will increase 
the likelihood of more reliable and valid ratings of CEO perfor-
mance. Among the above group of authors, however, there is 
some disagreement as to whether 360 - degree feedback should 
be used for administrative purposes or only for development. In 
either event, Sala ( 2003 ) shows that senior executives had greater 
discrepancy between self -  and other - ratings than lower - level man-
agers and individual contributors—further supporting the use of 
360 - degree feedback for CEOs—and suggests that this may be due 
to the lack of others above them in the hierarchy who have the 
opportunity to provide feedback and that managers and lead-
ers at lower levels in the organization may be less inclined to give 
constructive feedback to those at higher levels. You will recall that 
FORTX ’ s chairman has engaged a consultant to provide  360 - degree 
feedback for the CEO and the senior leadership team. In terms of 
raters, specifi c guidelines were given, and they included, at least for 
the CEO, that a minimum number of board members and direct 
reports must be invited to participate in the process. At this time, 
360 - degree feedback is being used solely for development purposes, 
and no decision has been made as to whether or not this feedback 
will be incorporated in the CEO performance management process 
on a more formal and regular basis. Considerations for CEO feed-
back are listed in Exhibit  7.6 .   

 Charan ( 1998 ) provides several process options for capturing 
feedback on the CEO ’ s performance for the year - end evaluation 
or appraisal. The fi rst involves a single board member, perhaps 
the chairman of the compensation or governance committee, 
soliciting and then synthesizing the feedback he or she gathers 
from each director independently. Another involves governance 
or compensation committee members dividing the task of obtain-
ing feedback in one - on - one sessions, synthesizing the feedback 
together. A third approach is to use a questionnaire, with both 
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structured and open - ended questions, to collect feedback from 
each board member, and then to have the committee chairman 
analyze and synthesize the feedback. 

 Nadler, Behan, and Nadler ( 2006 ) discuss a number of ways of 
delivering feedback, including one - on - one sessions by the board 
 lea der or the chair of the appropriate committee (for example,
the governance or compensation committee); they also state that the
person delivering the feedback should have both the trust and 
the respect of the board and the CEO. One recent study (What 
directors think,  2005 ), reporting on who provided the feedback 
to the CEO after the year - end evaluation was completed, showed 
that 54 percent of the time it was the compensation committee 
chair and 18 percent of the time it was the board chair. 

Exhibit 7.6  CEO Feedback—Considerations.

 Articulate the framework for providing feedback,  including, 
for example, who delivers the feedback and when it is 
delivered, as part of the overall performance management 
process.

 Provide the CEO feedback in both formal and informal ways.
 Ensure the board chairman and committee chairs have 
 informal and formal opportunities to provide feedback.

 Feedback can be delivered informally, on event, via 
 telephone, email, or in person.

 Informal feedback can also be delivered after executive 
 sessions held by either the full board or a board committee.

 Focus feedback primarily on progress toward objectives, 
CEO development, and, as they arise, any critical business or 
 operational issues.

 Utilize a mid-year review, which can be more or less informal, 
as an opportunity for an extended and focused performance 
and development conversation.

 Formal feedback, in the context of performance 
 management, at least take place during the year-end 
appraisal conversation.

 Feedback can be collected in a number of ways, for example, 
via a 360-degree feedback survey or through interviews with 
board members.
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 Finally, Charan ( 1998 ) suggests delivering the feedback in two 
steps. In the fi rst step, two board members present the feedback 
to the CEO in private. Using two board members helps to make 
delivering the feedback less dependent on the personality of a 
single board member. In step two, at a board meeting, the full 
board and the CEO discuss the feedback and the CEO ’ s response 
to it. This step helps to verify and ensure that the feedback was 
delivered accurately and understood. 

 Reviewing FORTX ’ s year - end feedback process in light of the lit-
erature, we fi nd that the compensation committee plays the key role 
in reviewing the CEO ’ s performance, analyzing the self -  assessment, 
and making a recommendation to the board. The board then revi ews
the recommendation and comes to a fi nal agreement regarding 
CEO performance and compensation. The chairman is respon-
sible for providing the board ’ s overall evaluation feedback to the 
CEO. Obviously, the feedback is delivered in a one - on - one session. 
It is also a one - step process; it does not include Charan ’ s second 
step, a follow - up discussion with the CEO and the full board. In 
Exhibit  7.7 , you will fi nd a summary view of considerations for the 
CEO ’ s overall year - end evaluation or appraisal.    

  Barriers to Effective Implementation of the 
 CEO  Evaluation or Performance Management Process 

 Oliver Wyman ( 2003 ) cites four main barriers to the effective 
implementation of a CEO evaluation or performance manage-
ment process: 

    Uncertainty concerning board member roles and responsibilities , 
primarily caused by the number of stakeholders involved in 
the process and its unfamiliarity to most board members. To 
address this, the board should have a clear charter describing 
roles and responsibilities in connection with the overall CEO 
performance management process, using, perhaps, the three 
typical steps discussed earlier in the chapter as the framework 
for outlining who does what and when they do it.  

    The lack of time and energy given the board ’ s overall  responsibilities  —
 as will be discussed shortly — directors spend only sixteen to 
twenty - two hours a month on board - related work, which is 
typically time spent on strategy, monitoring performance, and 

•

•
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Exhibit 7.7  CEO Appraisal—Consideration.

 The year-end appraisal is the prime opportunity for formal 
feedback.

 Encourage the CEO to prepare a self-appraisal, providing 
context, background, and rationale that can help to explain 
the extent to which the goals and objectives were achieved.

 Encourage the CEO to complete an assessment of his or her 
development goals and behaviors, either via a narrative, a 
 survey checklist, or as part of a 360-degree feedback process.

 Collect feedback on CEO performance from board members 
and others, for example, the CEO’s direct reports.

 Use a 360-degree feedback process to evaluate and support 
development efforts; use judiciously if it is intended to affect 
the evaluation of overall performance.

 Base the CEO’s overall evaluation on both those goals and 
objectives that are tied to compensation and those that are 
not, as not all goals and objectives link to compensation 
directly.

 The compensation committee should initially assess and 
evaluate the CEO’s performance, as well as review the CEO’s 
self-appraisal, and then present its fi ndings to the full board 
for review and fi nal determination of overall performance 
and compensation.

 The board chairman and the chair of the compensation 
 committee should jointly deliver the year-end performance 
 evaluation to the CEO, with a focus on corporate  performance 
or more back-facing objectives. A second, separate discussion, 
more forward-facing, should focus on the CEO’s progress 
against development goals and consider the CEO’s capability 
to lead the organization into the future.

 As a fi nal step, the full board should meet with the CEO to 
discuss the CEO’s overall performance evaluation and the 
CEO’s response.

•

•

•

•

•

•

•

•

•

so forth. Boards need a well - designed process, integrated with 
their overall work efforts both in and out of formal commit-
tee and board sessions, to help them to accept accountability 
for and effi ciently and effectively engage in the performance 
management of the CEO.  
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    Disagreement over the criteria for the evaluation , which can occur 
among board members, as well as between board members 
and the CEO, based on their own views of what is important. 
Therefore, it is critical to spend ample time at the beginning 
of the process coming to agreement on goals, measures, and 
metrics and to be sure that they are the best possible for effec-
tively evaluating business and CEO performance and success.  

    A lack of information about qualitative performance , because, in 
general, most boards spend their time gathering and evalu-
ating quantitative or  “ hard ”  data, and they fi nd it diffi cult to 
defi ne, collect, and measure qualitative performance in valid 
and reliable ways. This can be remedied by engaging the chief 
human resources offi cer to identify a professional resource 
that can help the board put in place a sound and appropriate 
measure, such as a 360 - degree feedback survey.    

 Nadler, Behan, and Nadler ( 2006 ) add director intimidation 
or fear of delivering a diffi cult appraisal to the list. Underlying 
this fear is the anticipated reaction of the CEO, who more than 
likely will have a diffi cult time accepting any constructive feed-
back. Finally, Tyler and Biggs ( 2001 ) add the failure to explic-
itly defi ne the totality of the CEO ’ s responsibility and authority, 
which of course would make any subsequent evaluation quite 
arbitrary, and the concern that the special nature of the board -
 CEO relationship will be disturbed, making board - CEO relations 
more diffi cult, at least in the short run. 

 From FORTX ’ s perspective, these barriers did not affect the 
creation of the CEO evaluation process. At FORTX, given its his-
tory, as well the continuing legislative reforms, the board ’ s sense 
of accountability, responsibility, and empowerment is extremely 
strong: the board needs to ensure all aspects of governance are 
of the highest standards.  

  High - Level Assessment of the  CEO  Performance 
Management Process 

 Oliver Wyman ( 2003 ) suggests a number of questions to use to 
assess the quality and comprehensiveness of a CEO evaluation or 
performance management process. These questions refl ect, to some 
extent, the recommendations for an effective process suggested 

•

•

c07.indd   259c07.indd   259 7/1/09   10:52:55 AM7/1/09   10:52:55 AM



260  Performance Management

by Charan ( 1998 ), Oliver Wyman ( 2003 ), as well as Rivero ( 2004 ). 
However, the questions also encourage a step back and a higher -
 level view of the process. These questions include: 

   Is there an explicit description of the overall process?  
   Is there an explicit process calendar with deadlines and 
milestones?  

   Is the process calendar aligned with the corporate calendar?  
   Does the process include a mid - year check - in?  
   Does the process include a focus on CEO development and 
opportunities for development feedback?  

   Is the process consistent with the company ’ s values and 
culture?  

   Can the process be revised as needed to ensure overall quality?    

 In the context of FORTX ’ s overall process, most of the above 
questions have already been addressed and answered favorably, 
by and large. The key question that seems to remain unanswered 
is the last. Evidence does suggest that FORTX ’ s CEO perfor-
mance management process can be revised. Consider, for exam-
ple, the recent introduction of 360 - degree feedback for the CEO 
and the continuous improvement in the quality and relevance of 
measures and metrics, which resulted in the recent launch of the 
FORTX company scorecard.   

  Increasing the Effectiveness of the Board 
of Directors 

  Composition and Effectiveness of the Board 

 Given the board ’ s critical role in the CEO performance manage-
ment process, it is important to ensure that each board member, 
board committee, and the full board can function, in general, as 
effectively as possible. To that end, what follows is a discussion 
of how to increase board member effectiveness and improve the 
composition of the board, as well as fi ndings related to board and 
board member evaluations and the infl uence of board  member 
compensation on the monitoring of CEO performance. You will 

•
•

•
•
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fi nd in Exhibit  7.8 , however, considerations for improving board 
member effectiveness, specifi cally in the context of performance 
management. 

 Although board member independence (being a board mem-
ber, but not a company insider) has been touted as desirable, 
Kocourek, Burger, and Brichard ( 2003 ) state that research to 
support whether board independence correlates with company 
fi nancial performance (quantitative) is inconclusive. The authors 
go on to discuss the need for qualitative reform, indicating the 
importance of: 

   Selecting the right board members — with the right compe-
tencies, expertise, and personalities  

   Training the board members regularly — helping them to 
acquire a thorough understanding of the business  

   Giving the board members the right information — providing 
both credible and comprehensive information, both quanti-
tative and qualitative  

   Balancing the board and the CEO ’ s power — letting indepen-
dent directors select new directors, hold executive sessions, 
and control committee chairmanships  

•

•

•

•

Exhibit 7.8  Increasing Board Member Effectiveness 
at Performance Management—Considerations.

 Include experience with CEO evaluation and executive com-
pensation as selection criteria for any new board member.

 Train board members on the principles of effective 
 performance management and the key aspects, especially the 
rules and regulations that infl uence executive compensation.

 Coach board members on how to deliver feedback effectively 
and constructively.

 Provide board members with regular and frequent updates 
on the CEO’s performance against goals.

 Evaluate board members on their ability to effectively 
 execute their roles in the performance management process.

 Compensate board members with equity, to the extent 
 possible, to drive motivation and a long-term perspective.

•

•

•
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   Nurturing a culture of collegial questioning — creating an 
 atmo sphere of mutual confi dence and trust  

   Gaining an adequate commitment of time — establishing 
benchmarks for expected participation  

   Measuring and improving performance — establishing board 
performance metrics and evaluations    

 Recent surveys give a picture of progress of the extent to which 
boards are growing more effective. For example, from a 2005 sur-
vey (Mercer Delta Consulting), we fi nd that directors felt their 
boards were primarily independent of management, they voiced 
opinions that confl ict with the CEO ’ s, they were provided suffi -
cient information and adequately informed, and they worked 
well with senior management. Another survey (What directors 
think,  2005 ) reveals that corporate directors say they are not sat-
isfi ed with their succession planning efforts, although they are 
effective in overseeing CEO compensation, and that the CEO is 
still primarily responsible for setting the board  meeting agenda. 
This survey also reveals that directors are receiving enough fi nan-
cial and business information, but not enough information on 
employee and customer satisfaction.   

 Both of the above surveys report that director training, although 
improving, is still a need and that, from a time perspective, direc-
tors are spending anywhere from sixteen to twenty - two hours a 
month on board - related work. 

 Finally, a number of authors (Brountas,  2004 ; Charan,  2005 ; 
Nadler, Behan,  &  Nadler,  2006 ) provide recommendations for 
how to conduct full - board and committee - level evaluations (a list-
ing requirement of the NYSE), as well as recommendations for 
evaluations of individual directors. Brountas ( 2004 ) and Charan 
(2004) remark that the assessment of individual directors is gain-
ing acceptance, even though the process has not been favored 
historically because directors prefer not to be in the position of 
evaluating their colleagues. While the  “ What directors think ”  
( 2005 ) study reports that 84 percent of those surveyed say that the 
entire board ’ s performance is evaluated on a regular basis and 
that 67 percent say those evaluations are effective, only 37  percent 
responded that individual board members are evaluated on a 
regular basis, but 70 percent say these evaluation are effective. 

•

•

•
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From the Mercer Delta Consulting ( 2005 ) survey, we fi nd that 71 
percent and 70 percent of respondents say, respectively, that the 
board evaluation and committee evaluations are effective. 

 What about FORTX? Given its history, it has gone to great 
lengths to select board members who can bring the needed tal-
ent, expertise, and experience to FORTX. There are regulatory 
changes that drive board member training, and the FORTX 
board is advised of those changes and avenues for training, as 
well as other recommended training, by its legal counsel. FORTX 
also provides board members, on a regular basis, with informal 
training on matters of company operations, strategy, business unit 
operations, and so forth, and board members also receive neces-
sary updates at board meetings to help them understand changes 
in the business. Board members, as well, do receive credible and 
comprehensive information, both quantitative, for example, pro-
vided by FORTX ’ s enterprise - wide reporting system, as well as 
more qualitative information, provided, for example, by FORTX ’ s 
annual employee opinion survey. Although the CEO may partici-
pate and can have input, processes such as conducting searches 
for new board members, determining committee chairmanships, 
and others are under the board ’ s control. The board culture, as 
well as the board - CEO relationship, can be characterized as more 
cooperative than not, and mutual confi dence and trust continue 
to grow as FORTX has been enjoying a relative turnaround in its 
performance. FORTX clearly articulates and communicates the 
expected commitment of time required for board and commit-
tee membership, as well as the time needed for work in prepar-
ing for board sessions, work in between sessions, training, and 
other measures. Finally, evaluations are done in executive session 
by each committee and the board overall. There is no process in 
place for individual board member evaluation.  

  Compensation of Board Members 

 It appears that how board members are rewarded infl uences 
how they monitor and evaluate CEO performance. Silva ( 2005 ) 
found that board members who receive stock as compensation 
for their membership use more quantitative (for example, fi nan-
cial) information in their evaluations, maximizing the interests of 

c07.indd   263c07.indd   263 7/1/09   10:52:56 AM7/1/09   10:52:56 AM



264  Performance Management

shareholders, consistent with agency theory. The use of stock as 
compensation was negatively correlated to the use of qualitative 
information, but board members who tended to receive higher 
salaries as compensation tended to use quantitative criteria to 
a lesser extent. Finally, board member motivation was positively 
correlated with the use of quantitative information and nega-
tively correlated with the use of qualitative information. 

 Compensation for FORTX ’ s board members, consistent with a 
long - term focus, is in the form of equity, although members have 
the discretion of choosing up to 50   percent of their compensa-
tion in cash.   

  Summary and Recommendations 
 The CEO performance management process continues to evolve, 
with corporate scandals, shareholder activism, legislation, and 
regulatory reforms providing signifi cant impetus for the intro-
duction of greater rigor and transparency to the overall process. 
Boards of directors, as a result, have received a wake - up call and 
are growing ever more accountable for ensuring effective corpo-
rate governance, including CEO performance management and 
compensation. Boards are also growing more satisfi ed with their 
progress and effectiveness, overall, as evidenced by recent surveys 
(Mercer Delta Consulting,  2005 ; What directors think,  2005 ). 
Finally, as Nadler, Behan, and Nadler ( 2006 ) report, if not for the 
recent requirements, countless CEOs would continue to go on as 
they did before, without a formal performance review. 

 Where does this leave us? For as much research as there is 
behind performance appraisal and performance management 
(focused mostly, however, at lower levels in organizations), there 
is room for improvement in its application in organizations. For 
example, recent employee opinion survey results show that only 
slightly more than the majority of FORTX employees believe that 
performance management is a valued process at FORTX. FORTX 
does have a strong, if not a best - in - class, web - based performance 
management system and process, supported by extensive  instructor -
 led and online training, as well as other related support tools and 
process guidelines. However, 2008 employee opinion survey results 
for four key performance management questions, when compared 
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to Towers Perrin - ISR ’ s  (2007)  proprietary employee opi nion survey 
norms based on a group of thirty - fi ve  “ high performing ”  organi-
zations, show FORTX scoring somewhat lower on two of four ques-
tions. The four survey questions are 

   My manager provides me with ongoing feedback that helps me 
improve my performance (FORTX scored lower, 64  percent 
versus 72 percent favorable response)  

   I have a clear understanding of how my performance is eval-
uated (FORTX scored lower, 66 percent versus 78 percent 
favorable response)  

   My most recent year - end performance appraisal was fair 
(FORTX scored equal, 73 percent favorable response)  

   I am satisfi ed with the amount of recognition I receive from 
my manager (FORTX scored higher, 65 percent versus 57 
percent favorable response)    

 Although survey results show there is still some need to enhance 
the typical performance management process even across high -
  performing organizations, the process can still provide a framework 
and basis for CEO evaluation. In fact, the three steps discussed ear-
lier for an effective CEO evaluation are similar to what might be 
called a more generic fundamental performance management 
process (see, for example, Mone  &  London,  2002 ). Slowly, it seems, 
boards and CEOs are building processes that have, to some extent: 

   Goal setting (which, frankly, has been more organizational 
than personal and more quantitative than qualitative)  

   Ongoing feedback (either formal or informal, at board meet-
ings or in one - on - one sessions with directors)  

   A year - end evaluation (usually with metrics and a set of targets)  
   The capability to better match performance and compensa-
tion (compensation ranges are usually set in connection with 
quantitative targets, limiting the discretion of the compensa-
tion committee or board to behave in more arbitrary ways)  

   A CEO self - assessment component    

 Where do we go next? There is still more to learn about 
the effectiveness of the current practice of CEO performance 
 management. To date, the prime focus has been just putting a 
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CEO evaluation process in place. What follows is the need to 
ensure that the efforts of boards and CEOs are not just about 
compliance, but also about full engagement and commitment to 
the process. This will involve a number of factors. The fi rst is the 
need for boards and CEOs to genuinely accept and grow more 
comfortable with the idea of a rigorous CEO performance evalu-
ation, and, by and large, recent surveys are indicating just that. 
Second, board members need to continue to improve their ability 
to work with CEOs to set meaningful goals and targets, monitor 
performance and provide constructive coaching and feedback, 
and to rigorously evaluate CEO performance. Part of the diffi -
culty, however, lies in the fact that board members themselves are 
often other CEOs or senior executives, who may not even have 
effective evaluation processes in their own organizations. Third, 
CEOs will need to grow more comfortable with the performance 
management process and continue to improve their ability to 
partner with their boards throughout the process. Fourth, train-
ing for board members was discussed earlier in this chapter, but 
that was in the context of learning about the company, its strat-
egy, challenges, and so on, as well as the need to meet any regula-
tory requirements. Training board members in the practice and 
skill of delivering feedback and in executing on all other phases 
of the evaluation process would not only increase their comfort, 
but also make them and the process more effective. 

 Continuing research with respect to the above four factors will be 
important. In addition, those counseling and advising today ’ s boards 
and CEOs have an opportunity to shape the process more imme-
diately. There is less mystery surrounding boards today than ever 
before, and as the mystery continues to unfold, it becomes clear that 
a board is a group, if not a team, targeted with a mission and set of 
responsibilities. Senior HR executives working within their organiza-
tions can provide counsel to their CEOs regarding group and team 
dynamics to help improve overall board functioning and, perhaps, 
may be positioned to advise the board chairman; they can also, as 
necessary, work to gain the ear of the chairman or compensation 
committee leader to guide and infl uence CEO behavior. Senior 
HR executives can also work with and engage a variety of consul-
tants to help them shape  overall board behavior and the interaction 
between the board and the CEO. A number of authors (LaFasto  &  
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Larson,  2001 ; Larson  &  LaFasto,  1989 ; London  &  London,  2007 ; 
Nadler, Spencer,  &  Associates,  1998 ; Sessa  &  London,  2006 ) provide 
useful insights and practical approaches for improving team effec-
tiveness. HR executives can also use their expertise, from a selection 
perspective, and perhaps working closely with the board chairman, 
to identify the skills and requirements necessary to be an effective 
board member and to help the board to select new board members 
(see, for example, Nadler, Behan,  &  Nadler,  2006 ). 

 The pressures facing today ’ s corporations, boards, and CEOs 
are certainly challenging. It is unlikely that these pressures and 
challenges will subside in the near future, and it is also unlikely 
that stockholder and shareholder activism will decline. In addi-
tion, there may still be room for further legislation and reforms. 
As we consider what may be ahead, our opportunity is to take 
advantage of the current and probable future climates to further 
drive rigor and effectiveness in today ’ s and tomorrow ’ s CEO per-
formance management process.              
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      CHAPTER 8    

PERFORMANCE 
MANAGEMENT IN 
MULTI - NATIONAL 
COMPANIES          
  David V. Day and Gary J. Greguras      

 Because Indonesians believe it is impolite to openly dis-
agree with someone, they rarely say  “ no. ”  The listener is 
expected to be perceptive enough to discern a polite  “ yes 
(but I really mean no) ”  from the actual  “ yes. ”  This is 
rarely a problem when speaking in Bahasa Indonesia 
because the language has at least twelve ways to say  “ no ”  
and many ways to say  “ I ’ m saying yes, but I mean no. ”  
This subtlety is lost when translated into many foreign 
languages, including English. 
 Morrison and Conaway ( 2006 , p. 234)   

 Effective performance management is a complex and diffi cult 
process to manage even under the best of circumstances. So 
imagine trying to discern whether an Indonesian employee is 
saying  “ yes, I agree with you ”  or is actually saying  “ yes (but I really 
mean no). ”  Just think of the possibilities for miscommunication! 
Couple this with the tendency for Indonesians to show great 
deference to superiors and to tell superiors only what they want 
to hear. Performance management becomes a tricky process in 
such a scenario, especially if the boss is not Indonesian. But this 
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chapter is not about managing in Indonesia; rather, it is about 
challenges facing multi - national companies, where culture and 
language differences can contribute to misunderstandings and 
impede effective performance management processes. 

 As other chapters in this book attest, performance management 
consists of a number of processes dealing with communicating 
expectations about individual performance, assessing perfor-
mance through quantitative ratings or qualitative narratives, and 
providing feedback for administrative or developmental purposes, 
among other things. An effective performance management 
system — regardless of culture — requires a manager to do three 
things: (a)  defi ne performance  including setting goals, deciding how 
to measure accomplishments, and providing regular feedback 
about progress toward accomplishments; (b)  facilitate performance  
by eliminating roadblocks to successful performance, providing 
adequate resources, and staffi ng effectively; and (c)  encourage per-
formance  by providing the right type and amount of rewards in a 
timely manner, and doing so fairly (Cascio,  2006 ). But what is fair? 
What is considered to be fair in the United States could be consid-
ered to be grossly unfair in Qatar. 

 A primary challenge facing multi - national companies (MNCs) 
in terms of successfully managing human resource management 
practices — and performance management in particular — is to 
understand and deal with the role of national culture. The pur-
pose of this chapter is to more fully explore the challenges facing 
MNCs in the performance management process and to address 
in detail the challenges that cultural differences may pose. 

 Before examining the general challenges facing MNCs and the 
more specifi c ones associated with performance management, it 
makes sense to fi rst defi ne an MNC. Also sometimes referred to 
as a  “ transnational ”  company, an MNC can be defi ned as a com-
pany or enterprise that manages offi ces, has production facilities, 
or delivers services in more than one country. MNCs usually have 
a centralized head offi ce where they coordinate global activities. 
Budgets of very large MNCs rival those of many small countries. 

 Some authors draw a distinction between MNCs that are con-
glomerates,  global companies  with centralized decision making and 
largely standardized products (such as Unilever and Ford Motor 
Company), and  international companies  that focus on project or 
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product development across nations and world - wide sharing of 
knowledge (such as IBM) (Bartlett  &  Ghoshal,  1998 ). Given that 
the focus of this book is on professional practice, we do not draw 
a strong distinction between these different types of transna-
tional companies but rather treat them all as variants of MNCs. 
Each may have slightly different cultural challenges; however, what 
unites them is the important role that cultural differences play in 
the success or failure of the performance management process.  

  Challenges of  MNC s 
 MNCs face considerable challenges in doing business. This 
includes but is not limited to challenges associated with introduc-
ing products or services across multiple cultural contexts, com-
plying with different national legal requirements and systems, 
facing global competitors with access to cheaper manpower or 
raw materials, and competing globally for talent. There are also 
challenges related to human resource management practices in 
MNCs that can impede company success. Because of the infl u-
ences of culture and langu age, performance management may 
be one area of human resource management that is most diffi -
cult to implement successfully. 

Language frames the way that people make sense of objects, 
issues,  and others in their social and physical environment. 
Language also shapes the messages that are communicated 
between parties. Failing to consider the importance of language 
differences in the workplace opens up the possibility that mes-
sages will be  “ lost in translation ”  somewhere in the communi-
cation process. But culture also is an important consideration 
because it infl uences the expectations that people have about 
what is and is not appropriate and acceptable behavior. 

 There are many different defi nitions of culture; however, 
there is some agreement that culture is shared among members 
of the community, it is adaptive or has been adaptive in the past, 
and it is passed on across time and generations (Gelfand, Erez,  &  
Aycan,  2007 ). Culture can operate at multiple levels, including 
that of a business unit, an entire organization, or a nation or geo-
graphic region. One of the important underlying issues that we 
will consider in terms of understanding the role of culture on 
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performance management is the relative strength of organiza-
tional culture versus national culture. 

 In a previous publication, Eggebeen ( 2002 ) examined a num-
ber of issues to consider in the cross - cultural implementation of 
organizational interventions, including performance manage-
ment. Most of these issues concerned differences in language or 
culture (or both). Some of the culture - related issues outlined by 
Eggebeen with regard to performance management included: 

   The effect of subtle differences in meaning and interpreta-
tion of performance competencies or the dimensions on which 
individual performance is evaluated;  

   The culturally based willingness of raters and employees to talk 
openly and deliver diffi cult messages (think of Indonesia);  

   The use of multiple rating sources resulting in overt or covert 
resistance when subordinates are asked to rate their superiors;  

   Feelings of insult and disrespect on the part of superiors if crit-
ical feedback comes from subordinates;  

   Different comfort levels with regard to personal disclosure 
that includes ratings or discussions of the job performance of 
others; and  

   Culturally variable aspirations for personal growth and devel-
opment, as well as the importance of ambition and career 
advancement.    

 Taken as a hodge - podge of cultural tendencies, trying to 
design and implement a culturally sensitive MNC - based perfor-
mance management system would be quite a daunting task. It is 
fortunate that recent research has helped to forge taxonomies 
of cultural dimensions on which various nations have been com-
pared. We will next review these dimensions and the respective 
implications of each dimension for performance management in 
MNCs (see Table  8.1  for a summary).    

  Cultural Dimensions and Implications 
 Project Global Leadership and Organizational Behavior 
Effectiveness Research Program (GLOBE) was a ten - year research 
program headed by Bob House and colleagues (House, Hanges, 
Javidan, Dorfman,  &  Gupta,  2004 ). The overall goal of the proj-
ect was to increase the understanding of different cultures and 
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thereby improve cross - cultural interactions. Data were gathered 
across sixty - two societies refl ecting the responses of over seven-
teen thousand managers from more than 950 different organiza-
tions around the world. Although much of the GLOBE project 
was focused on issues of cross - cultural leadership, there was also 
a comparison of different societies on a standard set of cultural 
attributes. Each of these dimensions is briefl y reviewed, followed 
by an overview of the performance management implications of 
each respective dimension. We chose to focus on cultural prac-
tices rather than cultural values in our comparisons. Practices 
pertain to  “ what is, ”  whereas values address  “ what should be. ”  As 
such, practices appear to be the more relevant manifestation of 
culture for our purposes. 

  Performance Orientation 

 Of obvious relevance to performance management are the cul-
tural beliefs regarding the nature of work performance, the level 
of performance standards to which employees are held, as well 
as the orientation around innovation and performance improve-
ment. Countries with a high performance orientation (for exam-
ple, Switzerland, Singapore, Hong Kong, New Zealand, South 
Africa) value training and development programs, emphasize 
results and reward good performance, value taking initiative, 
and view feedback as necessary for improvement. Countries with 
a low performance orientation (for example, Greece, Venezuela, 
Russia, Hungary, Qatar) value loyalty and belongingness, empha-
size seniority and experience over individual performance, view 
merit pay as potentially destructive and economic motivation in 
general as inappropriate, and consider feedback and individual 
appraisal as personally judgmental. 

 Given the preceding description, it would be expected that 
members of high performance orientation societies would pre-
fer performance management systems that emphasize achiev-
ing and rewarding results. Members of countries with low 
performance orientations would choose a performance man-
agement system that emphasizes loyalty and cooperation and 
that primarily rewards age and seniority. Overall, the level of 
goal setting (challenging/unchallenging) and the role of feedback 
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(appropriate/inappropriate) would be critical concerns in man-
aging performance across countries with very different perfor-
mance orientations.  

  Future Orientation 

 Cultures vary in terms of the relative importance placed on the 
past, present, and future. Cultures with a high future orienta-
tion, and thus a low present orientation (for example, Singapore, 
Switzerland, South Africa, Netherlands, Malaysia), tend to value 
long - term success over short - term wins, delay gratifi cation over 
longer time periods, have organizations with longer strategic ori-
entations, and have individuals who are intrinsically motivated. 
Those societies with a low future orientation and high present 
orientation (for example, Russia, Argentina, Poland, Hungary, 
Guatemala) place higher priorities on immediate rewards, main-
tain a shorter strategic orientation, and have individuals who 
tend to be more instrumentally and less intrinsically motivated. 

 In terms of performance management, higher future orienta-
tion would likely translate into longer - term performance goals and 
an emphasis on intrinsic motivation, as well as more attention 
given to employee training and succession planning. Cultures 
with a lower future orientation would be more likely to expect 
relatively immediate rewards, set short - term goals, and attend less 
to the succession planning of employees.  

  Gender Egalitarianism 

 This dimension refl ects societal beliefs about whether biologi-
cal sex should infl uence the roles that members play in business 
organizations. Those cultures with high gender egalitarianism 
(for example, Hungary, Russia, Poland, Denmark, Sweden) rely 
less on biological sex in determining societal roles, whereas those 
cultures low on gender egalitarianism (for example, South Korea, 
Kuwait, Egypt, India, Switzerland) tend to emphasize greater male 
domination in roles with power. 

 Gender egalitarianism could manifest itself in performance 
management mainly through issues associated with evaluation, 
feedback, and opportunities for professional development and 
promotion. When the level of gender egalitarianism is low, it would 
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be expected that female bosses could experience a great deal of 
resistance and possibly even resentment when trying to convey 
performance feedback, especially if that feedback is critical of per-
formance. Male managers might experience diffi culties in cultures 
with high levels of gender egalitarianism if they are perceived as 
patronizing or condescending to female subordinates. In terms of 
professional development opportunities, cultures high on gender 
egalitarianism would be more likely to favor equal opportunity for 
women with regard to access to relevant professional development 
programs and experiences relative to low gender egalitarianism 
cultures. Gender egalitarianism might also be expected to affect 
reward allocation such that cultures with low gender egalitarian-
ism may perceive males as a family ’ s primary income earners and 
therefore might compensate them more than their female coun-
terparts, whereas cultures with high gender egalitarianism would 
be expected to value equal compensation for males and females.  

  Assertiveness 

 The cultural dimension of assertiveness is based on whether mem-
bers of a society should be assertive and tough - minded or unas-
sertive and tender in their social relationships. Nations that are 
high on assertiveness (for example, Albania, Nigeria, Hungary, 
Germany, Hong Kong) tend to value tough, assertive, and domi-
nant behavior from everyone, see competition as a good thing, 
emphasize direct and unambiguous communication, and empha-
size results over relationships. Nations low on assertiveness (for 
example, Sweden, New Zealand, French - speaking Switzerland, 
Japan) value modesty and tenderness, see assertiveness as socially 
inappropriate, disapprove of merit pay as potentially destructive 
to harmony and cooperation, and value people and warm rela-
tionships over win - lose competition. 

 Cultural differences in assertiveness could affect underlying 
performance expectations in an organization (for example, com-
petition versus cooperation) as well as the communication style 
of the appraisal, and the manner in which individual feedback 
is handled. Specifi cally, in high assertiveness cultures, employees 
who are aggressive, dominant, and tough will be more likely to 
be rewarded and promoted, and feedback will be presented in 
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a direct if not confrontational manner. In cultures that are low 
on assertiveness, getting along would likely be valued over try-
ing to get ahead — especially at the expense of others. Individual 
merit will be downplayed in favor of tradition, seniority, and loy-
alty. Because ambiguity and subtlety in communication tend to 
be preferred, feedback would likely be indirect with an emphasis 
on opportunities for face saving to occur.  

  Individualism and Collectivism 

 This cultural dimension refers to a person ’ s relationship with 
other people, whereby individualistic societies value individual 
competition and welfare over collective group welfare. This cul-
tural dimension would be expected to infl uence the level or type of 
achievement that will be evaluated as part of the performance 
management process. Individualistic cultures (for example, Greece, 
Hungary, Germany, Argentina, Italy) have members whose orien-
tation toward the organization emphasizes their unique skills and 
abilities as employees, where mainly short - term relationships are 
formed, employees change companies at their own discretion, and 
individual goals take precedence over group goals. Collectivist cul-
tures (for example, Sweden, Japan, Singapore, Denmark, China) 
have organizations whose members assume they are highly inter-
dependent with the organization, stress the importance of making 
personal sacrifi ces in meeting their professional obligations, have 
a more long - term relationship with the organization, and value 
group goals over individual goals. 

 Both the nature of the performance goals as well as the approach 
to feedback are expected to vary across individualist and collectiv-
ist cultures. Specifi cally, individualistic cultures are more likely to 
emphasize personal achievement, whereas collectivist cultures are 
more likely to emphasize team - based achievement in apprais-
als. In terms of how the appraisal review is conducted, it can 
be expected that supervisors in individualistic cultures provide 
feedback more directly and that focus is on task - related issues, 
whereas in collectivist cultures a more personal manner will be 
adopted in providing mainly relationship - oriented feedback 
(Milliman, Nason, Gallagher, Huo, Von Glinow,  &  Lowe,  1998 ). 
Another likely difference is that employees from individualistic 
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societies will be more likely to provide higher self - ratings and 
more differentiated ratings of others, whereas employees from 
collectivistic societies are more likely to provide modest self -
 ratings and less differentiated ratings of others in their attempts 
to maintain harmony, facilitate teamwork, and reach consensus. 
As another example, employees in individualistic cultures likely 
prefer economic rewards, whereas employees from collectivis-
tic cultures may prefer non - economic rewards because they may 
serve to increase affi liation and recognition (Aycan,  2000 ).  

  Power Distance 

 This dimension refers to the degree to which individuals in a cul-
ture accept that power is distributed unequally in organizations. 
In high power distance cultures (for example, Morocco, Nigeria, 
El Salvador, Zimbabwe, Argentina), individuals readily accept the 
unequal distribution of power and show great respect and defer-
ence to superiors. The rank or position of an individual is impor-
tant as is obeying leaders. In low power distance cultures (for 
example, Denmark, South Africa, Netherlands, Bolivia, Israel), 
individuals tend to view themselves as being equal or similar to 
their superiors. Information and power are more widely shared 
in low power distance countries. 

 It would be expected that employees would have more input 
into the performance management process in low power distance 
cultures and that employees would feel more comfortable dis-
agreeing with supervisors about performance feedback. In high 
power distance cultures, communication would likely be expected 
to be one - way from the superior to the subordinate and that overt 
disagreements on the part of the subordinate would be consid-
ered inappropriate. The nature of performance goals would also 
likely differ. In low power distance cultures, performance goals 
would likely be mutually set between a superior and subordinate 
but assigned by the superior in high power distance cultures. The 
degree or type of feedback - seeking behaviors would also likely 
differ based on the power distance of the culture, with employee 
monitoring perhaps being more prevalent in high power distance 
cultures and directly asking for feedback being more prevalent 
in low power distance cultures. Also, in low power distance 
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cultures, the subordinate is responsible for performance improve-
ment, whereas for high power distance cultures, superiors are held 
responsible for developing the subordinate (Milliman, Nason, 
Gallagher, Huo, Von Glinow,  &  Lowe,  1998 ). Recent research also 
noted a signifi cant negative correlation between power distance 
and the use of 360 - degree feedback systems across twenty - one 
countries (Peretz  &  Fried,  2008 ), with companies in high power 
distance cultures less likely to use 360 - degree feedback than those 
companies in low power distance cultures.  

  Humane Orientation 

 This dimension is defi ned as the degree to which societal mem-
bers encourage and reward fairness, friendliness, generosity, and 
support. Members of high humane orientation societies (for 
example, Zambia, Philippines, Ireland, Malaysia, Thailand) con-
sider others in the community to be important, take responsi-
bility for promoting the well - being of others, and place a high 
priority on values such as benevolence, kindness, love, and gener-
osity. Low humane orientation societies (for example, Germany, 
Spain, Greece, Hungary, France, Singapore) have members who 
emphasize self - interest and self - enhancement, show little con-
cern or support for others, believe that power and material pos-
sessions motivate people, and place a high priority on values such 
as pleasure, comfort, and self - enjoyment. 

 Humane orientation would manifest itself in the perfor-
mance management process primarily in terms of the relative 
level of concern, support, and sensitivity that a supervisor would 
show toward an employee. In high humane orientation cultures, 
supervisors would be more likely to be sensitive to and support 
the personal and professional goals of an employee than in a low 
humane orientation culture. There also would be differences in 
their respective levels of tolerance for mistakes, with supervisors 
from high humane orientation cultures showing greater tolerance 
than those from low humane orientation cultures. Although it is 
somewhat speculative in nature, it might also be expected that 
employees from high humane orientation cultures would value 
or exhibit more altruistic organizational citizenship behaviors as 
compared to employees from low humane orientation cultures.  
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  Uncertainty Avoidance 

 This cultural dimension refers to the extent that societal members 
prefer orderliness, consistency, structure, and formalized proce-
dures and laws to govern their daily lives. Cultures high on uncer-
tainty avoidance (for example, Switzerland, Sweden, Singapore, 
Denmark, Germany) have members who tend to formalize inter-
actions with others, document agreements and keep meticulous 
records, show stronger resistance to change, and express little tol-
erance for breaking rules. Cultures low on uncertainty avoidance 
(for example, Russia, Hungary, Guatemala, Bolivia, Greece) have 
members who tend to be relatively more informal in their interac-
tions with others, rely on the word of others they trust rather than 
a formal written agreement, show greater openness to change, 
and have greater tolerance for breaking rules. 

 It is expected that members of high uncertainty avoidance cul-
tures would emphasize documenting and following formal proce-
dures in the performance management process. Those from low 
uncertainty avoidance cultures would be more likely to provide 
informal performance feedback and to rely less on formal proce-
dures or extensive paperwork. Conversely, there is evidence of a 
positive correlation between uncertainty avoidance and the exis-
tence of formal performance appraisal programs across MNCs 
(Peretz  &  Fried,  2008 ). Research has also suggested that individu-
als who are less tolerant of ambiguity are more likely to seek feed-
back more frequently as a way to manage their daily uncertainties. 
By extension, employees from high uncertainty avoidance cul-
tures might be expected to engage in feedback seeking more 
often than those from low uncertainty avoidance cultures.  

  Limitations with Comparisons of Cultural 
Value Differences 

 The Project GLOBE research (House, Hanges, Javidan, Dorfman,  &  
Gupta,  2004 ), as well as earlier cross - cultural work by Geert 
Hofstede ( 2001 ), Shalom Schwartz ( 1994 ), and Harry Triandis 
( 1994 ), in particular, demonstrate the importance of cultural dif-
ferences in infl uencing the thinking and behavior of members 
of different societies. There are two additional issues regard-
ing culture that are worth noting. The fi rst issue is that there is 
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a risk of taking these generalizations too far. Consider again the 
example of Indonesia. In describing the behavioral tendencies of 
Indonesians, it is easy to lose sight of the fact that Indonesia is a 
far - reaching archipelago comprising 17,508 separate islands with 
an overall population of over 234 million people, making it the 
world ’ s fourth largest nation in terms of population. Indonesia 
is also the most populous Muslim - majority country in the world, 
although it is also comprised of signifi cant numbers of Hindus, 
Buddhists, and Christians. Consider that more than 90 percent of 
the residents of the Indonesian island of Bali follow the practices 
of Balinese Hinduism. Because of this religious infl uence, local 
Bali culture is different than that of Java (where Jakarta is located), 
which is different in many ways from Sumatra, which is different 
from Lombok, and on and on. So to claim that  “ Indonesians do 
this ”  or  “ Indonesians think like that ”  is likely to be a gross over -
 simplifi cation, which can lead to stereotyping and other dysfunc-
tional categorizations. The situation becomes even more complex 
when the possible combination of interactions between cultural 
dimensions is considered. 

 The second issue to consider is that, although cultures may 
be differentiated in terms of their values (as discussed above), 
other factors also differentiate cultures. For example, the strength 
(the clarity and pervasiveness) of social norms and the degree of 
tolerance for violations of those norms refl ect a society ’ s  “ tight-
ness ”  or  “ looseness ”  (Gelfand, Nishii,  &  Raver,  2006 ). Cultural 
tightness - looseness differentiates cultures beyond the differences 
observed when only considering cultural values. The concept of 
cultural tightness - looseness is conceptually related to the con-
cept of strong versus weak cultures. Next we address the impor-
tance of organizational culture and whether organizational 
culture is stronger than national or societal culture. Despite the 
importance of this issue, it has attracted virtually no research 
attention.   

  The Role of Organizational Culture 
 Hofstede ’ s ( 2001 ) research on  “ culture ’ s consequences ”  with 
regard to organizational functioning is considered to be a landmark 
in the fi eld of cross - cultural organizational studies. Nonetheless, 

c08.indd   285c08.indd   285 7/1/09   10:53:41 AM7/1/09   10:53:41 AM



286  Performance  Management

critics have argued that even though the research was ambitious 
in terms of incorporating respondents from more than seventy 
countries, they were all IBM employees. Questions have been 
raised as to whether we can generalize his fi ndings to other orga-
nizations operating in the same countries. This question still 
begs an answer, although the next phase of GLOBE research 
fi ndings (still unpublished) might be able to partially address 
this issue. 

 Not only do nations and societies have cultures, but so do orga-
nizations. For many years, IBM managers were known for their 
regimented dress code (dark blue suit, white shirt, conservative 
tie). Did that refl ect a certain IBM culture? In an interview with 
former IBM CEO Louis V. Gerstner, Jr., he lamented fi nding on 
his arrival that there was an IBM culture of crisp white shirts, 
hordes of administrative assistants, and the culture of the individ-
ual  “ with a capital I ”  that refl ected the me - fi rst attitude of employ-
ees (Lagace,  2002 , p. 1). But these things were not culture per se; 
rather, they refl ected the underlying sense of values and identity 
that were manifested in these and other practices. Gerstner came to 
realize eventually that at IBM  “ culture is everything ”  in terms of 
the values and identity of this organization (Lagace,  2002 , p. 2). 

 Organizational cultures are important to consider, but it is per-
haps even more important to consider the distinction between 
strong and weak cultures. One way to think about culture strength 
is in terms of the level of agreement across employees on the 
underlying values and norms of the organization, the guiding phi-
losophy for doing business, and the repercussions associated with 
violating important norms and values. At the other end of the 
continuum are weak cultures in which there are few if any strong 
company traditions, few values and beliefs that are widely shared 
across employees, norm violations are tolerated, no strong 
sense of company identity exists, and there are many fractured 
subcultures. 

 One reason to consider the role of organizational culture in 
cross - cultural performance management is to fi gure out whether 
organizational culture trumps national culture. Or is it the other 
way around? This is important potentially in deciding whether to 
implement a single performance management system across mul-
tiple cultures — and the likely success of that decision — or to try to 
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manage multiple, culturally specifi c systems depending on loca-
tion. Unfortunately, there is little or no published research on 
the relative effectiveness of alternative performance management 
practices in MNCs (Cascio,  2006 ). For that reason, we chose to 
interview HR managers from several MNCs to better understand 
the performance management practices and strategies used by 
their respective organizations and to generate several recommen-
dations for performance management in MNCs.  

  Recommendations for Practice 
 We interviewed four HR practitioners who currently work or have 
worked with MNCs in Singapore (Bristol - Myers Squibb, American 
Express, Safeway, Seagate) to get their perspectives regarding 
cross - cultural performance management. Their respective posi-
tion titles were either human resources director or regional 
HR director. We conducted approximately thirty -  to forty - fi ve -
 minute semi - structured interviews with each of the participants. 
Exhibit  8.1  provides the questions we used for our interview pro-
tocol. Although the sample size is quite small, the interviewees ’  
answers were essentially identical on all of the major issues (for 
example, the role of national culture versus organizational cul-
ture; implementing one performance management system or 
various systems depending on the culture). Based on the limited 
cross - cultural performance management research, combined with 
fi ndings from related streams of research (basic social - psychologi-
cal research), and our interviews with HR professionals, we offer 
the following recommendations for practice.   

  1. Impart a Strong Organizational Performance 
Management Culture 

 For organizations to effectively manage employee performance 
across cultures, the performance management system should be 
directly tied to the organization ’ s vision, objectives, and goals. 
To effectively do so, it is critically important that the perfor-
mance management system has the support and involvement 
of top management. Top management should be involved in its 
development and implementation, and organizational resources 
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should be available to support every aspect of the performance 
management system (such as training, providing rewards). To 
strengthen the performance management culture of an organi-
zation, managers could be evaluated or rewarded based on their 
effectiveness of managing the performance of their subordinates. 
The importance of top management ’ s explicit support for the 
performance management system may be especially important in 
some cultures (for example, high power distance cultures). For 
example, as one respondent noted: 

 In many Eastern cultures, the CEO is the role model. If the CEO 
smokes, everyone smokes. If the CEO fl irts, everyone fl irts. If the 
CEO is serious, everyone is serious. So for Western companies going 
into the East, make sure you fi nd a CEO who truly represents the 

Exhibit 8.1  MNC Performance Management Interview Protocol.

 1. What challenges or obstacles does your organization face 
when attempting to manage performance across cultures?

 2. What “best practices” would you recommend to effectively 
manage performance across cultures? Any “do’s” and 
“don’ts” that you could highlight?

 3. Do you recommend one performance management system 
across different cultures? Or do you recommend different sys-
tems for different cultures? If you recommend different 
systems, on what attributes should the systems differ (for exam-
ple, should the reward systems, training systems, or evaluation 
and feedback processes differ)?

 4. Do you think that national or organizational culture plays a 
larger role in your organization’s performance management 
system?

 5. Does your performance management system (for example, 
training) explicitly address cultural differences? If so, how?

 6. Can you provide a critical incident or two illustrating when 
culture infl uenced some aspect of your organization’s per-
formance management system (for example, when feedback, 
goals, or rewards did not operate as intended because of cul-
tural difference)?
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values of your organization and not just someone who is willing to 
take the risk of moving to China. Always get a person who is your best. 

 Another HR practitioner noted:   

 Organizational culture is often a bigger factor than national/
geographic cultures. For example, the degree to which managers 
address confl ict, hold individuals accountable, and promote risk 
taking is very driven by the organizational culture, and these values 
strongly infl uence how the performance management system 
actually gets used.   

 Top management members who impart the company ’ s values 
and link these values to its performance management systems are 
critically important to the system ’ s effectiveness. A strong corpo-
rate culture can attenuate the infl uence of national culture.  

  2. Develop an Organizational Theory of Performance 

 In addition to having an organizational culture that supports 
its performance management system, organizations should 
develop a shared theory of performance across the organization. 
Specifi cally, there should be a shared understanding of the type 
of behaviors, processes, and outcomes that are important and 
valued by the organization. Our respondents noted that devel-
oping an organizational theory of performance is considerably 
more diffi cult (and important) when its development is across 
cultures. As noted by one of our respondents, the very meaning 
of performance itself often differs across cultures. For example, 
he noted:   

 From a Western perspective, employee performance focuses on 
achievement and outputs, whereas from an Eastern perspective, 
often performance refl ects the amount of effort the employee 
exerted. It is important to understand culturally why these 
differences exist. When you cut across cultures you have to 
understand why working hard should get a good rating instead 
of achievement. Coming from the Western world, in most 
organizations, the ground rules are laid and the infrastructure is 
there so that you can say your job is this, and therefore, I measure 
you on achievement because all the backup is there. You want 
a PC, it is there, you plug it in, and it works. You want access to 
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Internet information and it is there. Now, in certain companies in 
China, for example, effort counts because to get a computer on 
your table you have to go through so many red tapes, and to have 
it connected to the Internet, which is censored anyway, you also 
have to cut through the red tape, so for a very simple target for 
achievement you have to consider effort.    

  3. Do Your Homework 

 Prior to implementing a performance management system in dif-
ferent cultures, practitioners should be intimately aware of the 
cultural differences and sensitivities that may infl uence its effec-
tiveness. Becoming aware of cultural sensitivities should involve 
spending time with, and preferably hiring, locals who will be 
more familiar with the local culture. Spend time  “ on the ground ”  
to begin to understand the complexities of the local culture.  

  4. Translate Meaning, Not Just Words 

 A common theme across all discussions involving cross - cultural 
issues that is worth repeating is that the  meaning  of behaviors, 
beliefs, or words should be translated to facilitate understand-
ing. The translation of meaning often is seen as one of the major 
obstacles to successfully implementing performance manage-
ment systems across cultures. Two examples illustrate this point. 
As one HR practitioner noted:   

 One of our core behaviors is  “ energizing others. ”  Even though 
we developed the defi nition and the behavioral anchors (used 
for selection, assessment, and development) were developed with 
international employees ’  input, we found that in Latin America the 
word  “ energizes ”  is translated as  “ stimulates ”  and we had to make 
some local adjustments to the defi nition.   

 As another example, the word infl uence can mean very differ-
ent things in a Western context compared to an Eastern context. 
As one respondent noted:   

 In a Western context, infl uence can be interpreted as being 
political, but in China if you don ’ t have guanxi, you don ’ t have 
infl uence, then you might as well not be there.   
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 This raises another important point that our practitioners 
noted — do not hire local people only because they are fl uent 
in the local language and the language of the parent company. 
Rather, try to hire individuals who have an understanding of the 
subtle nuances of the different languages  and  cultures. In addition 
to translating meaning and not just words, several of our interview-
ees noted that the performance management tools (the electronic 
system) should be in each country ’ s local language to facilitate the 
effectiveness of the systems and to  “ make the systems their own. ”   

  5. Hire Local  HR  Personnel 

 Initially it probably is important for organizations to staff the HR 
function with expatriate employees so that the organization ’ s 
culture can be communicated and instilled and so that the per-
formance management processes can be implemented. After all, 
locals unfamiliar with the organization cannot create the type of 
organizational culture you want because they will not be familiar 
with it. However, several of the HR experts we interviewed felt 
strongly that, after a period of time, the HR functions should be 
primarily staffed by local employees who will likely better under-
stand the local culture, may be viewed as being more approach-
able by local employees, and therefore will be able to help your 
organization deal with cultural differences.  

  6. Use the Same System — But Allow Flexibility 

 All of the HR experts we interviewed suggested that a single, 
organization - wide performance management system should be 
used. After all, the system should be linked to the organization ’ s 
culture, objectives, and goals, which are likely invariant across cul-
tures. Importantly, given that employees frequently are moved 
from one location to another, the consistency of expectations 
and processes is important. One of our interviewees noted the 
potentially widespread implications of not using the same core 
performance management system across different cultures:   

 Organizations need to have the same core principles and 
philosophies around the world. They also need to have the same 
standards for what high performance looks like. If you have too 
many differences, you cannot easily move talent around the world, 
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which has longer - term implications for the company. It also leads 
to losing great talent in the local countries because their career 
paths end at the country level.   

 Uniformity of the system should also enhance perceptions that 
employees are treated fairly across different cultures, although 
fairness itself may be culturally defi ned as mentioned above. 
Although a single system was advocated by our respondents, each 
of them noted that the system should allow for local fl exibility. 
One of our respondents recalled an incident in China when a 
Western manager insisted that a local Chinese employee who was 
caught stealing be prosecuted in order to set an example that 
stealing would not be tolerated by the organization. The other 
Western managers agreed, the employee went to trial, was con-
victed, and was executed for the crime. This clearly illustrates an 
earlier point, that cultural differences in legal systems need to be 
considered with regard to how performance is managed across 
cultures. Another vivid example of when organizations may need 
to allow fl exibility in how they manage performance is the case 
of Wal - Mart in China. Wal - Mart in the United States has a long 
history of resisting unionization; however, in China within a short 
period of time Wal - Mart was unionized.  

  7. Train All Users 

 Training users of performance management systems is impor-
tant regardless of whether the system is used cross - culturally or 
not, but takes on added importance when implemented across 
cultures. Training users can help communicate and reinforce the 
organization ’ s shared theory of performance, and, in doing so, 
clarify expectations. Training should include all users (raters and 
ratees) and should be used to clarify roles and responsibilities, to 
improve managers ’  ability to give feedback, to facilitate the com-
pletion of forms, and so forth. An important aspect of training 
is to demonstrate how the performance management system is 
aligned with other HR systems and the business needs and objec-
tives of the organization. Another important aspect of training 
is teaching your managers how to manage the communication 
session — role play, rehearse, and provide feedback. If they are 
foreign, make sure they understand the nuances; if local, make 
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sure they understand how to appropriately deliver the message. 
As one of our respondents noted:   

 Some locals will water things down or sugar coat things.  . . .  Often 
managers in Eastern cultures fi nd it diffi cult to give the tough 
message  . . .  and sometimes they have diffi culty differentiating 
rough from tough because they believe if you are not rough you 
are not tough.   

 With respect to training, our respondents suggested two addi-
tional recommendations. First, the content of the training should 
be the same across geographical locations, but trainers may need 
to allow for differences in how the training is delivered (for 
example, in high power distance countries, managers and subor-
dinates may need to be trained separately, whereas in low power 
distance countries, managers and subordinates may be able to be 
trained during the same session). Second, it was suggested that, 
when training in a particular region, employees from the same 
country/region be allowed to sit together so that they can com-
municate in their own languages and think about how to apply 
the learning back home.  

  8. Use Extensive Realistic Job Previews When Hiring 

 Many of our HR experts noted the especially important role that 
personnel selection plays in a cross - cultural context and the 
implications that hiring has for the subsequent performance man-
agement of employees. In particular, they noted that the use of 
extensive realistic job previews (RJPs) was critically important. 
They suggested using RJPs that explicitly address the organiza-
tional culture and its performance management system so that 
applicants can assess whether the potential cultural differences 
are something to which they can adapt.  

  9. Use International Representation of Leaders 

 Above we noted the importance of top management for impart-
ing a strong organizational performance management culture. 
Similarly, our HR practitioners thought it was important to 
have company or HR leaders from various geographical offi ces 
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involved in the planning, development, and implementation of 
the performance management systems. Involving an interna-
tional representation of leaders ensures that global perspectives 
are considered and addressed and that a consistent organiza-
tional theory of performance is developed and integrated into 
the company ’ s performance management system.  

  10. Consider Culture ’ s Infl uences on Performance 
Management Activities 

 For the majority of this chapter, we highlighted how various 
dimensions of cultural values may infl uence the performance 
management systems of organizations (for example, goal - setting, 
feedback seeking). Our list of recommendations would be 
severely defi cient if we did not recommend that these other issues 
be considered.  

  11. Don ’ t Blame Everything on Culture 

 It is easy to blame everything that does not work as intended on 
culture when, in fact, the problems that arise may have nothing 
to do with culture. It is easy to misattribute daily misunderstand-
ings, obstacles, or frustrations to culture, when in fact your boss 
may just be a jerk.   

  Summary and Conclusions 
 In many ways it is diffi cult to overestimate the role that culture 
plays in performance management in MNCs. At the core of per-
formance management is communication, which can be a highly 
nuanced tool. As also discussed in this chapter, values are often 
culturally based. The values that individuals adopt with regard to 
what work performance means, how to provide appropriate feed-
back, and the proper forms of social interactions in organizations 
(among other things) are important and can vary as a function 
of national culture. 

 Having recognized the importance of culture in managing per -
formance in organizations, we also need to note that sound perfor-
mance management practices can help to alleviate the HR  challenges 
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caused by culture. Although more research is needed to examine this 
proposition, we believe that a strong organizational culture will over-
ride national culture in most cases. Nonetheless, understanding the 
potential infl uences of culture — both national and organizational —
 on performance and performance management provides a solid 
foundation on which to build the practices and processes for manag-
ing performance effectively in MNCs.  
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CHAPTER       9 

   MANAGING CONTEXTUAL 
PERFORMANCE          
  Richard R. Reilly and Zvi H. Aronson  

 The pace of organizational change in the 21st century is acceler-
ating. Fueled by technology and globalization, networked struc-
tures are replacing traditional hierarchical models, and teams are 
becoming the primary organizational unit. Although the way that 
we work today is very different from the way we worked twenty 
years ago, effective management of employee performance is still 
a key to organizational success. Our rewards and recognition sys-
tems still focus primarily on task completion and goal achieve-
ment. But there is another side to employee performance that 
is equally important but often unrecognized and unrewarded. 
Contextual performance refers to activities that are not task -  or 
goal - specifi c but that make individuals, teams, and organizations 
more effective and successful. Contextual performance includes 
cooperating and helping others, voluntarily performing  extra - role  
activities, persevering with enthusiasm and extra determination to 
complete assignments successfully, defending the organization ’ s 
goals, and adhering to organizational policies, even when this is 
inconvenient. These non - traditional contextual performance 
behaviors have become even more important with the advent of 
virtual teams and project - based work. Indeed, the notion of team-
work itself incorporates contextual behaviors.  
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 A chemical engineer at Schering - Plough performing drug 
development/process engineering work explains:   

 Contextual performance plays a huge role in multicultural teams. 
I ’ m currently participating on a multi - disciplinary, multi  cultural 
team spanning NJ – Puerto Rico – Singapore. Without contextual 
performance behaviors, the project would simply grind to a halt. 
We have to be open with each other, be able to share information/
resources, communicating/touching base frequently, and be active 
and prepared for meetings. We have to be willing to pick up the 
slack when needed — there is no room for  “ well, that ’ s not my job. ”  
We are working for a common cause and that needs to come fi rst. 
Without the citizenship behaviors, the team ’ s activities would not 
be completed effi ciently.   

 The literature we review for this chapter on contextual perfor-
mance is guided by the model depicted in Figure  9.1 . We fi rst 
consider several important antecedents of contextual perfor-
mance including dispositional variables, national and organiza-
tional culture, and leader behavior. After that, we describe the 
organizational, group, and individual level outcomes of contex-
tual performance followed by affective outcomes. Subsequently, 

 Figure 9.1 Contextual Performance and Organizational 
Citizenship. 

Antecedents 

Personality
National culture
Organizational culture
Leadership

Key Behaviors

Interpersonal facilitation
Organizational support
Conscientiousness
Initiative

Outcomes

Organizational
Group
Individual
Affective

Management Tools and Methods

Performance appraisal
Recognizing and rewarding
Feedback
Career development
Legal considerations
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we focus on aspects fundamental to managing contextual per-
formance including appraisal, recognition, rewards, feedback, 
career development, and legal considerations, and conclude with 
a related set of recommendations.   

 Contextual performance can be distinguished from task per-
formance in several ways. First, task - related behaviors contribute 
directly or indirectly to the technical core, that is, the mecha-
nisms by which the organization produces its goods and services 
(Borman  &  Motowidlo,  1993 ). Contextual performance, on the 
other hand, infl uences and supports the social and psychologi-
cal environment of the organization, the environment in which 
the technical core operates. A second way to draw the distinction 
is to consider behaviors that are prescribed versus those that are 
not prescribed. Unlike behaviors typically delineated in a job or 
role description, contextual performance behaviors are discre-
tionary behaviors that are less likely to be prescribed (Borman  &  
Motowidlo,  1993 ; Motowidlo  &  Van Scotter,  1994 ). A fi nal way 
to distinguish contextual behavior is in terms of the knowledge, 
skill, ability, or other attributes needed to perform those behav-
iors. Job - specifi c behaviors are more likely to be a function of 
knowledge, skills, and abilities (KSAs) and the KSAs should vary 
depending on the job. Contextual behaviors, on the other hand, 
are more likely to be a function of other attributes related to per-
sonality and motivation and are common across many jobs. As 
job descriptions become less meaningful and team - based work 
becomes the norm, the helpful, voluntary, and loyal behaviors 
involved in contextual performance should become even more 
crucial for organizational performance. 

 In an early paper, Organ ( 1988 ) introduced the concept of orga-
nizational citizenship behavior (OCB) as  “ individual behavior that 
in the aggregate aids organizational effectiveness, but is neither a 
requirement of the individual ’ s job nor directly rewarded by the 
formal system. ”  Organ and others initially viewed OCB as includ-
ing fi ve dimensions, but later work (for example, Podsakoff  &  
Mackenzie,  1994 ) distilled the fi ve dimensions into three categories: 
helping behaviors, civic virtue, and sportsmanship. Later, Borman 
and his colleagues (Borman, Buck, Hanson, Motowidlo, Stark,  &  
Drasgow,  2001 ) proposed a three - factor model that included three 
categories of contextual performance: interpersonal support, 
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organizational support, and conscientiousness initiative. Although 
the Borman et al. model is somewhat broader, the two models are 
closely aligned, as shown in Table  9.1 .   

 Other researchers have also proposed models that include 
contextual performance (Brief  &  Motowidlo,  1986 ; Campbell, 
 1990 ) but all of the models describe patterns of behavior that 
are similar. Motowidlo ( 2000 ) suggested that the labeling issue 
is less important than careful defi nition and measurement of the 
behavioral dimensions that these behaviors capture. 

 As we have noted, contextual performance is particularly 
important in team settings. The interpersonal helping, job dedi-
cation, and initiative refl ective of contextual performance help to 
make teams function effectively. The task interdependence char-
acteristic of most teams requires cooperation. Sharing information 
and acts of helpfulness could be viewed as essential competencies 
for effective team performance (LePine, Hanson, Borman,  &  
Motowidlo,  2000 ). Thus, cooperation and helping behaviors in 
a team setting are more likely to be viewed as task behaviors and 
be formally recognized as a part of the job. Stevens and Campion 
( 1994 ) developed a model that suggested there is a set of inter-
personal (confl ict resolution, collaborative problem solving, and 
communication) and self -  management (including goal setting/
performance management and planning/task coordination) com-
petencies essential for effective team perfor mance. These capabil-
ities become important in team settings because of the increased 
importance of social and interpersonal requirements. Where job 
knowledge is paramount for successful task performance, team-
work knowledge should be important for successful contextual 
performance (Morgeson, Reider,  &  Campion,  2005 ). Thus, a job 
analysis conducted to identify the basic KSAOs needed for per-
formance in a team setting should include both task activities and 
elements of contextual performance.  

  Antecedents of Contextual Performance 
 Contextual performance behaviors have several important ante-
cedents, including dispositional variables, national and organiza-
tional culture, and leader behavior. 
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  Personality and Contextual Performance 

 Because contextual performance involves voluntary, discretional 
behaviors, some researchers have argued that personality and 
other dispositional variables will be more accurate predictors 
of contextual performance than cognitive ability (Motowidlo, 
Borman,  &  Schmitt,  1997 ). A meta - analysis by Hurtz and Donovan 
( 2000 ) showed that conscientiousness, agreeableness, and emo-
tional stability predicted contextual performance. The validities 
for conscientiousness and emotional stability were similar for 
task and contextual performance, but agreeableness had higher 
validities with the interpersonal support dimension of contextual 
performance. Research on team performance, which emphasizes 
contextual behaviors, has also explored the role of personality. 
Bell ( 2007 ) found strong meta - analytic validities for conscien-
tiousness and agreeableness with team performance and some-
what lower but signifi cant validity for extraversion.  

  National Culture 

 Hofstede ( 1984 ) defi ned several dimensions that describe national 
cultures, two of which have particular relevance to contex tual 
performance behavior.  Power distance  is a cultural characteristic 
assessed by the infl uence that leaders have over subordinates. In 
high  power distance  cultures, leaders ’  infl uence is  asymmetrical —
 leaders have much greater infl uence over subordinates. When 
power distance is low, infl uence is more symmetrical and both 
leaders and followers can infl uence one another. Paine and 
Organ ( 2000 ) note that in cultures characterized by low power 
distance, employees should view OCB civic virtue, helping behav-
ior, initiative, and self - development as expected because authority 
and leadership are shared. In high power distance cultures, other 
contextual behaviors such as OCB sportsmanship — continuing 
to work without complaining and compliance — might be more 
common. 

 A second cultural dimension,  individualism - collectivism,  refl ects 
an emphasis on one ’ s own personal values and interests versus the 
interests and values of one ’ s larger group. A collectivist culture 
should encourage contextual performance behaviors that benefi t 
the group and view these behaviors as expected, normative, and 

c09.indd   302c09.indd   302 7/1/09   10:54:25 AM7/1/09   10:54:25 AM



 Managing Contextual Performance  303

part of the prescribed duties of the job. Lam, Hui, and Law ( 1999 ) 
found that OCB sportsmanship and courtesy were more likely to 
be perceived as required in collectivist cultures such as Japan and 
Hong Kong than in individualistic cultures such as Australia 
and the United States. Organizational commitment, another ante-
cedent of OCB, should be high in collectivist cultures because of 
the importance of the  “ in ”  group in shaping perceptions of self- 
identity (Paine  &  Organ,  2000 ). Lower levels of OCB should 
be evident in individualistic cultures, which are characterized by 
loosely knit social structures in which individuals are responsible 
for taking care of themselves. In sum, in collectivist cultures, con-
textual performance appears to be part of what employees are 
generally expected to do — regardless of job description or pros-
pects for rewards, other than honor within the group.  

  Organizational Culture 

 Organizational cultures can also infl uence contextual perfor-
mance. Organizational cultures include behavioral norms that can 
be defi ned as expectations regarding appropriate and inappropri-
ate behaviors (McGrath,  1984 ). Behavioral norms arise for several 
reasons: fi rst, because of certain values shared by organizational 
members (O ’ Reilly, Chatman,  &  Caldwell,  1991 ); second, because 
they make working together easier and more pleasurable; and 
third, because they have been proven to be effective and effi cient 
in achieving organizational goals. The development of such norms 
is often encouraged and reinforced by an organization to draw out 
desirable behaviors from its members (Cabrera  &  Bonache,  1999 ). 
For example, many organizations explicitly publish  “ corporate 
values ”  such as teamwork, integrity, and respect for individuals.  

  Leadership 

 The behavior of leaders can have an infl uence on the contextual 
performance of followers in a variety of ways. 

 First, leaders can help to  clarify expectations and goals . Instru-
mental leadership (House  &  Dessler,  1974 ) stresses the importance 
of communicating what is expected of followers. Clarifying expecta-
tions can help to create behavioral norms that promote contextual 
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performance behaviors. Transformational leaders promote OCB by 
encouraging the acceptance of group goals and promoting coop-
eration among followers. These behaviors should enhance employ-
ees ’  sense of shared identity and the likelihood that self - interests 
will be willingly abandoned for more collectivist endeavors, result-
ing in contextual performance behaviors. 

 Second, leaders ’     interactions  with followers can shape con-
textual performance in a variety of ways. Research on Leader -
 Member - Exchange theory shows that high - quality exchanges 
tend to be associated with employee behavior that benefi ts the 
supervisor and goes beyond the formal job duties (Liden  &  Graen, 
 1980 ). Employees may be motivated to engage in contextual per-
formance behaviors and perform at a high level to reciprocate 
for rewards and support provided by the leader. In a more recent 
study, researchers found that high - quality exchange relationships 
are related to altruism OCB, which corresponds to interpersonal 
support contextual performance behavior (Uhl - Bein  &  Maslyn, 
 2003 ). Research suggests that supportive leader behavior can 
increase employee contextual performance, as employees may 
feel the need to reciprocate for benevolent supervisor behavior 
(Podsakoff, MacKenzie,  &  Bommer,  1996 ; Schnake, Cochran,  &  
Dumler,  1995 ). 

 Third, treating employees fairly and equitably can also create 
conditions for increased contextual performance behaviors. An 
example would be consistently recognizing or rewarding good 
employee performance. Fairness increases trust and role clarity, 
two keys to contextual performance (Konovsky  &  Pugh,  1994 ; 
MacKenzie, Podsakoff,  &  Rich,  2001 ; Podsakoff, MacKenzie, 
Moorman,  &  Fetter,  1990 ). Fairness on the part of the leader also 
motivates employees to demonstrate OCB because it produces 
a sense of unspecifi ed obligation that is paid with OCB (Pillai, 
Schruesheum,  &  Williams,  1999 ), and it promotes trust and 
enhances employee confi dence that contributions to the organi-
zation, perhaps in the form of contextual performance, may be 
rewarded in the future. 

 Finally, leaders can empower employees, which should increase 
contextual performance behaviors. As we noted earlier, decreas-
ing the social distance between manager and employee leads to 
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increases in contextual performance, but empowerment can also 
take place through shared leadership and servant leadership. 
Leadership in teams might be the domain of more than just one 
designated or emergent individual. Leadership in teams may be 
shared as members interact with one another. Shared leadership 
is a group process in which leadership is distributed among, and 
stems from, team members (Pearce  &  Sims,  2002 ). Leadership 
functions such as developing and mentoring other team members 
and performance management can be accomplished by distrib-
uting these functions to the members themselves. Shared leader-
ship can result in an enhanced feeling of responsibility among 
group members toward the group, which ought to motivate these 
individuals to do all that is necessary to accomplish objectives, 
strengthening contextual performance behaviors, such as consci-
entiousness initiative. Also, because leadership is shared, mem-
bers understand one another ’ s roles and are more likely to know 
when help and consideration are needed during work challenges. 
Shared leadership, because it increases overall knowledge of the 
team and its goals, should also increase members ’  self -  effi cacy. 
This should translate into greater ability and motivation to gener-
ate suggestions for change. 

  Servant leadership  is a different way of thinking about lead-
ing. According to Greenleaf ( 1997 ), the essence of leadership 
is recognizing that the leader has a moral responsibility to serve 
the needs of the followers, customers, and society, in addition 
to the needs of the organization. Servant leaders nurture and 
defend, as well as empower employees. They encourage their 
followers to take responsibility for their actions. Servant leaders 
establish trust by being honest and open with followers, behav-
ing in a manner consistent with the values they espouse, and 
demonstrating trust in their followers. Servant leaders attend 
to the needs of their followers and help to develop their capa-
bilities as well. As a result of these activities, employees should 
reciprocate by performing contextual performance behaviors. 
Interestingly, Ehrhart ( 2004 ) notes that followers of servant 
leaders are inspired by the model set by their leaders to become 
servant leaders themselves, and in consequence ought to display 
higher levels of OCB.   
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  Outcomes of Contextual Behavior 
 Contextual performance can enhance productivity in a variety of 
ways (Podskoff  &  MacKenzie,  1997 ). For example: 

   Interpersonal support, such as teaching co - workers useful skills 
or offering suggestions, may enhance co - worker productivity 
in the immediate situation and over time, as  “ best practices ”  
are shared throughout work groups and departments.  

   Interpersonal facilitation, involving cooperative and courte-
ous treatment of co - workers, might aid in a manager ’ s produc-
tivity by reducing time or energy spent on group - maintenance 
activities.  

   Employee compliance with organizational rules and proce-
dures allows managers to focus on tasks that do not involve 
disciplining or closely monitoring subordinates.  

   Suggesting organizational improvements may give managers 
valuable feedback as to how to improve productivity.  

   Individuals who exhibit high levels of conscientiousness may 
seek out new opportunities for new knowledge and skill devel-
opment, removing some of the burden for employee develop-
ment from the manager.  

   Contextual performance can also contribute to customer 
satisfaction (Morrison,  1995 ). Conscientious employees go 
beyond customer expectations. Those exhibiting civic virtue 
would make suggestions to improve quality and customer 
satisfaction. Sportsmanship and courtesy create a positive cli-
mate among employees that spills over to customers. In terms 
of interpersonal support, altruistic workers would be more 
likely to help internal and external customers.    

  Organizational and Group - Level Outcomes 

 Podsakoff and MacKenzie ( 1994 ) found a signifi cant relation-
ship between contextual performance in 116 insurance agency 
units and objective performance measures, with OCB accounting 
for 17 percent of the variance in unit performance. In another 
study, employee citizenship in units of a restaurant chain was sig-
nifi cantly related to revenue, customer satisfaction, and quality of 
service, even after controlling for employees ’  formally required 
job performance (Walz  &  Niehoff,  2000 ). Another study of a 
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restaurant chain found that unit contextual performance was 
signifi cantly related to overall profi ts (Koys,  2001 ). A study of 306 
pharmaceutical sales teams found that teams with higher levels 
of OCB performance were signifi cantly more likely to reach their 
sales quotas than teams that exhibited fewer citizenship behaviors 
(Podsakoff, MacKenzie, Paine,  &  Bachrach,  2000 ). Podsakoff, 
Ahearne, and MacKenzie ( 1997 ) found a signifi cant relationship 
between several dimensions of OCB and productivity in a paper 
mill. A study of virtual teams (Sobel-Lojeski, Reilly,  &  Dominick, 
 2007 ) found a signifi cant relationship between OCB and inno-
vative behavior at the team level. In sum, the research evidence 
supports the relationship between contextual performance and 
important group level organizational outcomes.  

  Individual Performance 

 There is some evidence that contextual performance infl uences 
overall performance ratings (Motowidlo  &  Van Scotter,  1994 ; 
Podsakoff  &  Mackenzie,  1994 ; Van Scotter  &  Motowidlo,  1996 ). 
Moreover, contextual performance appears to contribute unique 
variance to overall ratings (Motowidlo  &  Van Scotter,  1994 ; Van 
Scotter  &  Motowidlo,  1996 ). Borman and Motowidlo ( 1993 ) sug-
gest that the infl uence of contextual performance on overall 
performance ratings should be more pronounced in managerial 
jobs, since managerial positions do not contribute directly to the 
technical core of an organization, and differences between task 
and contextual performance components are not as straightfor-
ward as in other jobs. MacKenzie, Podsakoff, and Fetter ( 1993 ) 
found support for this view among thirty - two national sales man-
agers in an international pharmaceutical fi rm. Contextual 
performance accounted for 37 percent in the variance in over all 
performance ratings, and objective sales performance accounted 
for only 5 percent. MacKenzie, Podsakoff, and Paine ’ s ( 1999 ) 
study showed that contextual performance accounted for more 
variance in ratings of 161 insurance managers than for 987 insur-
ance agents at an insurance company. 

 Taken together, the research suggests that contextual per-
formance accounts for unique variance in supervisor ratings of 
employee overall performance, beyond that explained by task 
performance, especially for managerial employees.  
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  Affective Outcomes 

 Organ and Ryan ( 1995 ) provided the most compelling evidence 
for a relationship between contextual performance and job 
satisfaction in a meta - analytic review that showed signifi cant cor-
relations between satisfaction and a number of different measures 
of contextual performance, although they were not clear about 
the direction of causality. In another paper, Van Scotter ( 2000 ) 
suggested that contextual performance should infl uence job 
satisfaction. Van Scotter found that supervisors ’  contextual per-
formance ratings of Air Force mechanics had a unique infl uence 
on job satisfaction as measured several years later. It seems viable 
that, since contextual performance supports the social and 
psychological work environment of organizations, it should infl u-
ence employee satisfaction; however, this idea has largely been 
ignored. 

 One explanation of why contextual behaviors might be corre-
lated with satisfaction is reciprocity. Bateman and Organ ( 1983 ), 
for example, claimed that satisfi ed employees always seek reci-
procity with their managers by performing contextual behav-
iors. Bateman and Organ ( 1983 ) offer two different conceptual 
frameworks for explaining why job satisfaction might infl uence 
contextual behavior. First, according to social exchange theory, 
employees will seek equity with benefactors by seeking to recipro-
cate. Satisfi ed employees may choose to perform helping behav-
iors that are valued by their superiors, but are not prescribed job 
requirements. The assumption is that, by providing satisfying 
work conditions, supervisors or employers are giving more to the 
employee - employer relationship than the employee can return 
through task performance alone. The converse may also be true, 
however. Contextual performance can be more readily withheld 
by employees who perceive that their supervisors or employers 
are not giving enough to the employee - employer relationship. 
The second explanation relates to positive mood states. Bateman 
and Organ note that social psychological experiments have 
shown that positive mood states lead to more altruistic behavior. 

 The relationship between contextual behavior and organiza-
tional commitment, refl ecting the bond between the individual 
and the organization, has produced mixed results. Tompson 
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and Werner ( 1997 ) and Schappe ( 1998 ) found a relationship 
between organizational commitment and contextual perfor-
mance for samples of MBA students and insurance employees. 
Research at the team level (Ellemers, de Gilder,  &  van de Heuvel, 
 1998 ; Shenhar, Aronson,  &  Reilly,  2007 ) found that commit-
ment was signifi cantly correlated with contextual behavior. Other 
research (Morman, Niehoff,  &  Organ,  1993 ; Tansky,  1993 ) found 
no evidence of the organizational commitment - contextual per-
formance relationship. These confl icting results were explained 
by Organ and Ryan ’ s ( 1995 ) meta - analysis, which indicated that 
there is a low but positive relationship between organizational 
commitment and contextual performance. In another meta -
  analytic study, Organ ( 1997 ) used estimated population correla-
tion coeffi cients of satisfaction, affective commitment, fairness, 
and leader consideration to estimate a latent variable of morale. 
He found support for the infl uence of morale on OCB, with an 
estimated path coeffi cient of .69. 

 In sum, the weight of evidence strongly supports a relation-
ship between important affective outcomes such as satisfaction 
and commitment with contextual performance.   

  Managing Contextual Performance 
 As with all employee performance, there are several fundamental 
aspects to managing contextual performance including appraisal, 
recognition, rewards, feedback, career development, and legal 
considerations. 

  Performance Appraisal 

 Contextual behaviors can infl uence performance appraisals in at 
least two ways. First, based on the norm of reciprocity, supervi-
sors might seek to repay employees for contextual performance 
by giving more favorable evaluations (MacKenzie, Podsakoff,  &  
Fetter,  1991 ;  1993 ). Second, if managers have a schema (a  mental 
representation) of a  “ good employee ”  that includes high con-
textual performance, then employees who demonstrate high 
levels of contextual performance will be more likely to be rated 
favorably. Moreover, because appraisal decisions often result in a 
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search for distinctive information, discretionary contextual per-
formance behaviors are more likely to be noticed and considered 
in the fi nal evaluation (DiNisi, Caffery,  &  Meglino,  1984 ). 

 Organizations and managers should be explicit as to whether 
and how contextual performance is considered in the appraisal 
process for two reasons. First, failure to communicate the rela-
tive importance of contextual performance might create con-
fusion among employees regarding the relationship between 
in - role performance, contextual performance, and performance 
 appraisals and could lead to lower levels of performance in both 
areas. Second, explicitly clarifying how contextual behaviors are 
valued will have the added benefi t of creating perceptions of pro-
cedural fairness among employees (Cohen - Charash  &  Spector, 
 2001 ), as the following example demonstrates. 

 J.P. Morgan (now part of Chase), a leading fi rm in the fi nancial 
services industry, evaluates employees in their market risk infra-
structure line of business on what are termed  “ themes. ”  These 
themes include fi nancial performance, control, partnership, and 
people. The partnership and people themes clearly refl ect a vari-
ety of contextual behaviors related to the interpersonal support, 
organizational support, and conscientiousness initiative catego-
ries described earlier. Professionals and associates are rated on 
contextual behaviors related to teamwork, leadership, fi rm - wide 
commitment, and inclusivity, as shown in Table  9.2 . The contex-
tual performance behaviors that are appraised are clearly commu-
nicated and appear on the fi rm ’ s intranet website.   

 A second example of how contextual behaviors are explicitly 
integrated into the appraisal process is provided by a global phar-
maceutical company. An associate director told us that the fi rm 
understands the value that contextual performance brings in 
running an effi cient organization. This organization incorporates 
contextual performance behaviors related to its company values 
into a 360 - degree appraisal process. Each employee ’ s direct man-
ager, peers, and project team members provide specifi c observa-
tions on behaviors related to quality, integrity, respect for people, 
leadership, and collaboration. These observations are incor-
porated into the supervisor ’ s overall performance rating of the 
employee.  
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  Recognizing and Rewarding Contextual Performance 
Behavior 

 Colgate - Palmolive, a U.S. multinational corporation focused on 
the production, distribution, and provision of household, health-
care, and personal products, such as soaps, detergents, and oral 
hygiene, has a program called  “ The Chairman ’ s You Can Make 
a Difference, ”  or YCMAD. The program seeks to recognize and 
reward the accomplishments of individuals and teams that have 
made a difference to the organization through their contribu-
tions and personal leadership. YCMAD is aligned with the three 
business objectives: Drive Growth; Fund Growth; and Make 
Colgate the Best Place to Work. There are three award levels: 
period, annual, and global, which are given in Colgate stock. 
Awarding stock was chosen as a symbol of the link between each 
employee ’ s contribution and the company ’ s success. YCMAD rec-
ognizes employee contextual performance in several areas: 

   Actions that make their own or their colleagues ’  time, effort, 
and energy more productive, effective, and effi cient  

   Obtaining acquired knowledge and skills beyond current 
expertise  

   Exhibiting high levels of initiative    

 The YCMAD programs are organized around a general set of 
guidelines provided by corporate headquarters. These guidelines 
apply universally to every local program, every country, and every 
participating unit, ensuring equal treatment of all employees. An 
essential requirement for the program ’ s success is the visible sup-
port of the senior managers. An intranet site, including an opera-
tional manual, provides recommended roles and responsibilities 
for all program sponsors, notes a Colgate plant manager. The 
site provides detailed recognition and rewards criteria, capturing 
many contextual performance behaviors. 

 Another example of a recognition program was provided by a 
technical analyst for Verizon, who told us,  “ We do receive rewards 
(for OCB), but they are not monetary in any way. We generally 
receive two types of rewards. One is general overall recognition 
that the employees pass among each other. It is called the  ‘ dol-
phin award  ,’ and it is a stuffed dolphin because dolphins swim 

•

•

•
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in teams and look after one another. Each teammate gets to keep 
the dolphin for two weeks, then passes it to the next team mem-
ber of his or her choosing based on that team member ’ s par-
ticipation on the team. There is a bias with this reward because 
those working in the fi eld are not generally recognized if they do 
not have much interaction with the team (such as myself ). ”  

 This last example raises an interesting issue for managing con-
textual performance. Not every employee has an equal opportu-
nity to perform visible contextual behaviors. Employees who work 
collaboratively are much more likely to have such opportunities 
than employees whose work is by its nature less collaborative. 
Some workers who do not engage in highly visible contextual per-
formance behavior may be unfairly denied organizational rewards 
when they are, in fact, highly valuable employees. Moreover, this 
lack of fairness is likely to be associated with the performance 
appraisal system being viewed more cynically, which, in turn, is 
likely to adversely affect workers ’  job attitudes and increase turn-
over. Thus, managers should collect information from peers, sub-
ordinates, and customers when assessing contextual performance. 

 Research evidence supports the infl uence of contextual per-
formance on reward decisions. Kiker and Motowidlo ’ s ( 1999 ) 
results suggest that both task and contextual performance con-
tribute to supervisory reward decisions, with a stronger infl uence 
of effective contextual performance for employees with higher 
levels of task performance. Van Scotter, Motowidlo, and Cross 
( 2000 ) investigated the relationship between task and contextual 
performance to both formal (rank) and informal rewards (for 
example, letters of recommendation, acknowledgements of good 
performance made in a group meeting, and recommendations 
to participate in development programs) over a two - year period 
in a sample of Air Force mechanics. Their results suggest that 
contextual performance accounts for unique variance in perfor-
mance rewards and more unique variance than task performance 
in informal rewards. 

 Taken together, it seems reasonable that employees be com-
pensated for engaging in contextual performance since these 
behaviors relate to organizational effectiveness and managers 
consider them when evaluating an employee ’ s performance. 
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 For example, McKinsey  &  Company, a global management 
consulting fi rm, ties bonuses to performance, including several 
areas of contextual performance: communication and interac-
tion, teamwork, and attitude/initiative. Contextual performance 
behaviors include being punctual, good attendance record, 
fl exibility — working past shifts to complete the job, working with 
enthusiasm, and demonstrating commitment, taking appropriate 
initiative, and showing great interest in learning new skills —
 willing to help out whenever need arises, following offi ce eti-
quette religiously, and accepting feedback in a constructive way. 
Bonuses are awarded as a percentage of salary depending on 
whether the employee meets or exceeds expectations. 

 Rewarding contextual performance involves a couple of key 
challenges. First, it may be diffi cult to obtain a complete picture 
of an employee ’ s contextual behavior. As a manager from a major 
telecommunications company observes,  “ In my team, we work in 
many different locations around the country. In a lot of cases, we 
primarily work from home. Many of our helping behaviors are lim-
ited by this distance variable. Since there is little face - to - face inter-
action, many on the team have no idea when another member 
may be struggling or has a heavy workload. ”  

 Even in co - located environments, altruistic behaviors might 
be observed by only one or two co - workers, for example. Other 
contextual behaviors, such as those related to sportsmanship 
and civic virtue, might be more observable and more likely to 
be rewarded. This may lead to an increase of behaviors that are 
more observable and a decrease in less observable behaviors 
such as altruism, courtesy, and helping. 

 One solution is a 360 - degree contextual performance rating 
process, which would incorporate ratings from the supervisor, 
peers, subordinates, customers, and the employee. 

 A second challenge involves the impact of rewards on 
employee motivation. Behaviors that are rewarded become more 
salient to employees but may also shift the motivation for engag-
ing in contextual behavior from intrinsic to extrinsic. This could 
lead to more impression management and even a decrease in 
contextual behavior if rewards are not available. One approach 
is to structure rewards around the team or unit level, which 
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should encourage employees to engage in actual contextual per-
formance versus impression management. Profi t - sharing plans, 
for example, can encourage interpersonal facilitation and orga-
nizational support contextual performance, since remuneration 
hinges on the aggregate performance of the larger unit. Benefi ts 
are allocated equally to members or are based on some other 
criterion, but are not necessarily based on individual productiv-
ity. Such a program would be characterized by a loosely contin-
gent reward system based on a person ’ s total contribution to the 
group. Wyeth Pharmaceutical ’ s PRIDE (Program Recognizing 
Initiative, Dedication, and Excellence) program rewards team 
and individual initiative, dedication, and excellence.  

  Feedback on Contextual Performance 

 Feedback is a subset of the available information in the work envi-
ronment that indicates how well an individual is meeting his or 
her goals. It conveys which behaviors are desired by the organi-
zation and includes an evaluation of the quality of relevant work 
b ehaviors (London,  2003 ; Steelman, Levy,  &  Snell,  2004 ). The 
quality of feedback has been shown to lead to increases in contex-
tual performance behaviors, especially in the area of interpersonal 
support (Findley, Giles,  &  Mossholder,  2000 ). Important aspects 
of the feedback session include the accuracy of the  message that
is delivered by the supervisor, the manner in which the message is 
delivered, the credibility of the individual providing feedback, and 
the perceived fairness of the message. 

 More broadly, the feedback environment, as opposed to the 
formal performance appraisal process, includes the daily inter-
actions between members of an organization (Steelman, Levy,  &  
Snell,  2004 ). Relationships between the feedback environment 
and work outcome variables such as contextual performance 
behavior were examined through the mediating effects of affec-
tive commitment (Norris - Watts  &  Levy,  2004 ). Results indicate 
that an employee ’ s perceptions of his or her supervisor feedback 
environment were found to be related strongly to his or her level 
of affective commitment, which in turn was found to be related 
to contextual performance. 
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 If supervisors are aware that the feedback environment in 
terms of their daily interactions with subordinates affects subor-
dinate contextual performance behaviors, they can be coached 
to shape these interactions to elicit more desired behaviors 
(Norris - Watts  &  Levy,  2004 ). These individuals can be reminded 
to deliver: (1) credible feedback, which emphasizes the impor-
tance of the supervisor ’ s expertise, fairness, and trustworthiness 
as a feedback provider — making sure the supervisor is familiar 
with the employee ’ s entire performance on the job; (2) quality 
feedback — the consistency and usefulness of feedback. These 
individuals can also be made aware of (3) feedback delivery — the 
considerateness and tactfulness with which the feedback mes-
sage is presented by the supervisor; (4) feedback availability — 
the amount of contact the recipient has with the supervisor and the 
 effort the recipient needs to expend in order to receive feedback —
 whether the supervisor is usually available when the rep ort seeks 
performance information; (5) favorable/unfavorable feedback —
 generally, letting employees know when they do a good job; mak-
ing employees aware on those occasions when job performance is 
below expectations; (6) promoting feedback seeking — supervisors 
should be reminded that they should be consistently promoting 
feedback - seeking behaviors in their subordinates for development 
purposes — encouraging the employee to ask for feedback when-
ever the employee is uncertain about his or her job performance. 
Shaping the supervisory feedback environment in this way can ben-
efi t various aspects of employee performance. However, interest-
ingly, it seems that creating such a supportive feedback environment 
is more strongly related to an employee ’ s interpersonal facilitation 
contextual performance, which benefi ts other individuals in the 
organization, than it is to the remaining dimensions of contextual 
performance (Norris - Watts  &  Levy,  2004 ). 

 Research also suggests that mentoring may lead to increased 
contextual performance. Donaldson, Ensher, and Grant - Vallone 
( 2000 ) show that variations in the quality of mentoring infl uence 
OCB. The authors note that mentors frequently serve as role 
models for altruism OCB, which corresponds to interpersonal 
support contextual performance, by being good mentors and 
providing support to their prot é g é s. Their longitudinal investi-
gation shows that employees reporting higher - quality mentoring 
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relationships in terms of instrumental and psychological support 
reported engaging in higher levels of OCB altruism.  

  Career Development 

 Given the benefi ts of contextual performance to organizational 
effectiveness, it seems reasonable that managers should make pro-
motion decisions not only on the basis of job performance, but 
also by considering employees ’  contextual performance. Inter-
estingly, a recent study (Carmeli, Shalom,  &  Weisberg,  2007 ) 
found that employees who were promoted in their organization 
exhibited low absenteeism and lateness, had a greater tendency 
to work overtime, and performed their jobs better than those 
who had not earned a promotion. However, no evidence was 
found of differences in career mobility between individuals who 
displayed OCB altruism and compliance, corresponding to inter-
personal and organizational support contextual performance, 
and individuals who were low on these behaviors. This may be 
explained by the intangibility and interpersonal nature of contex-
tual performance behaviors. Absenteeism, lateness, and overtime 
are behaviors that are more tangible and measurable. Bergeron 
( 2007 ) argues that spending too much time on OCB may dis-
advantage individuals when it comes to career advancement. 
She suggests that employees and the organization pay attention 
to the balance between the resources allocated to OCB versus 
task performance. Of course, this may also lead to some selec-
tivity in the types of OCB that individuals may want to perform. 
Behaviors that are visible, likely to be reciprocated, and likely to 
be rewarded are more likely to be performed. 

 Conscientious, initiative behaviors are more visible and may be 
more likely to contribute to promotions. A technical analyst said, 
 “ To get promoted you are expected to work longer hours with-
out pay, and you are also expected to be on call more often. They 
(employees in a higher level) are expected to take more ownership 
in their duties without having to be motivated by management. ”  

 Some of the employees we interviewed expressed more posi-
tive opinions about the relationship between interpersonal con-
textual performance and career advancement. One employee 
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expressed it this way,  “ I personally believe OCB is benefi cial in 
career advancement and have been utilizing it. In my line of work 
several members of other teams in different departments of the 
organization will come and ask for my assistance or knowledge 
on a topic. I gladly halt my tasks and help in the discussion and 
nine times out of ten work on the tasks they requested. This has 
provided me with strong working relationships with other depart-
ments within the organization. I have also been able to push 
some of my own projects into these groups and have received 
valid outputs. I also behave in this manner because I want to 
broaden my knowledge and experience within the organization. 
This knowledge and the relationships I am making will help me 
achieve my goal of career advancement within the company. ”  

 This statement shows that, fi rst, when reciprocity is given, con-
textual behavior can actually contribute to one ’ s own task perfor-
mance and, second, that contextual performance can help build 
strong social networks that over time can benefi t the employee in 
a number of ways. 

 Another employee at J.P. Morgan added that, since the guide-
lines for evaluating employees related to task and contextual per-
formance appear on the company ’ s intranet site and the behaviors 
vary by job title, people utilize the behavioral guideline informa-
tion as a roadmap for development. Individuals utilize this infor-
mation to see whether it is appropriate for them to request a move 
to the next job level. They can then use their contextual perfor-
mance behavior information to their advantage during meetings 
with their managers. Similar to a behavior description interview, 
employees can be asked to back up their claims of engaging in 
contextual performance, by describing the specifi c situations in 
which they helped a colleague, for example, and referencing oth-
ers in the organization who can verify this contention, 

 The J.P. Morgan example shows the benefi ts of clearly stating 
criteria for advancement. Employees understand that contex-
tual behaviors are valued and can be proactive in appraisal and 
promotions discussions regarding their own contextual perfor-
mance. Moreover, making the criteria explicit should enhance 
perceptions of procedural fairness with implications for satisfac-
tion and commitment.  
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  Legal Considerations 

 Effective management of contextual performance involves con-
sideration of several legal issues. Performance appraisals, pro-
motion decisions, and other decisions impacting employees are 
subject to scrutiny under a number of different laws including 
Civil Rights Legislation and the Americans with Disabilities Act. 

 From a Civil Rights perspective, the infl uence of contextual per-
formance on adverse impact should be considered. Is a broader 
performance criterion likely to work against any gender, age, 
or cultural group? The research suggests little adverse effects of 
including contextual performance in performance ratings. No 
gender effects were found in studies reviewed by Organ and Ryan 
( 1995 ). Graham ( 1989 ) reported that females were rated higher 
on the dimension of interpersonal helping, although the extent to 
which such differences were based on gender stereotyping was not 
apparent. Tompson and Werner ( 1997 ) found small and generally 
non - signifi cant results for age and gender on task performance and 
numerous contextual performance dimensions. Research suggests 
that including contextual performance as part of job performance 
criteria will actually reduce adverse impact in selection since the 
predictors of contextual performance have little adverse impact. 

 From a logical and legal point of view, job analysis should be 
the foundation for most human resources management practices. 
Information from a job analysis is paramount for making deci-
sions concerning selecting, training, compensating, and apprais-
ing employees. Decisions by governmental agencies and the courts 
have strengthened the notion that HRM decisions are required to 
be based on job - relevant criteria (Werner  &  Bolino,  1997 ). If per-
formance is viewed as including both task and contextual perfor-
mance, then job analysis procedures ought to be expanded as well. 
In team settings, the job analysis ought to include both task activi-
ties and elements of contextual performance. However, job analy-
sis might work best in work environments in which the nature and 
content of jobs change slowly, as opposed to the dynamic environ-
mental changes many organizations experience. 

 A critical incident approach to job analysis might be help-
ful in capturing contextual performance behaviors (Borman  &  
Motowidlo,  1993 ). Some suggest that perhaps traditional job 
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analysis and position description methods have not identifi ed 
behaviors that are often important at the extreme high end of job 
performance, behaviors that are part of excellence in job perfor-
mance (Schmidt,  1993 ). Others propose to differentiate between 
essential task elements of a job, those most likely to appear in a 
written job description, versus emergent task elements, which 
develop as individuals try to carry out their jobs in particular work 
settings (Ilgen  &  Hollenbeck,  1991 ). A similar separation explic-
itly documenting the task - related behaviors versus the contextual -
 performance elements of the job, at the individual, organization, 
and team levels, could be implemented by organizations that 
believe that contextual performance contributes to the effective 
functioning of the organization. In a parallel attempt, although 
for a different cause, many organizations documented the essen-
tial functions of jobs and separated these clearly from the more 
secondary job functions. Such a distinction followed the employ-
ment provisions of the Americans with Disabilities Act, which has 
been in effect since 1992. It prohibits discrimination against dis-
abled individuals who can perform the  “ essential functions ”  of 
the job. Although space does not permit a thorough discussion 
of essential functions, it should be noted that, because many con-
textual behaviors are discretionary, they may not meet the stan-
dard of essential job functions as defi ned by ADA. Thus, ADA 
raises the interesting possibility that a person who is adversely 
affected because of contextual performance might have a case if 
the cause of poor performance was related to a disability.   

  Recommendations 
 Contextual performance behaviors are important for the well -
 being of organizations and the employees who work in those 
organizations. Contextual performance should be an integral 
part of performance management systems. Following are some 
specifi c recommendations that we offer based on our review of 
literature and our interviews.   

   1.   Managers responsible for selecting or choosing employees for 
work assignments in which contextual performance is espe-
cially important should consider using dispositional measures, 
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such as a fi ve - factor personality test, and selecting employees 
who score high on agreeableness and conscientiousness. An 
alternative would be to use an interview that incorporates the 
measurement of contextual performance through behavioral 
description questions.  

   2.   For employees in other cultures, an analysis of power dis-
tance and individualism - collectivism can help to guide man-
agement of contextual performance. In high power distance 
cultures or individualistic cultures, special attention should 
be paid to promoting the importance of the group or other 
interventions that might reduce distance.  

   3.   Contextual behaviors should be made explicit and should 
be recognized. They should become part of the appraisal 
discussion, and organizations should include contextual 
performance as part of feedback, coaching, and mentoring 
programs. Managers should be trained on assessing and pro-
viding feedback on contextual behaviors.  

   4.   Managers should recognize the  “ context ”  in considering con-
textual performance. Some jobs offer little opportunity to 
demonstrate certain kinds of contextual behaviors, whereas 
other jobs provide ample opportunity. Appraisal, recogni-
tion, rewards, and promotional opportunities should strike 
an appropriate balance between the task demands and con-
textual performance opportunities in a job. Contextual per-
formance should not be overemphasized at the expense of 
productivity or quality.  

   5.   In assessing contextual performance, managers should be 
sensitive to impression management and should collect infor-
mation using tools such as 360 - degree feedback from peers, 
subordinates, and customers.  

   6.   Organizations should think carefully about rewarding indi-
vidual contextual performance. Group -  or unit - level rewards 
should be considered as alternatives to individual compensa-
tion or bonuses.  

   7.   Contextual performance should be considered in career 
advancement. Contextual behaviors are usually linked to 
explicit organizational values, and leaders who exemplify these 
values will be those who are high in the relevant areas of con-
textual performance. Thus, managers should be trained to 
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avoid ignoring contextual behaviors when considering employ-
ees for promotional opportunities or other assignments.     
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CHAPTER 10

      USING PERFORMANCE 
MANAGEMENT AS A 
LEARNING TOOL*          
  Valerie I. Sessa, Christopher Pingor, and 
Jennifer Bragger  

 This chapter is presented as a case to demonstrate the changing 
needs of an organization and the role of an executive who is try-
ing to facilitate and indeed lead this change. In this particular 
case, the organization is coping with changes of such magnitude 
that past successful business practices are now constraining the 
organization. To prosper, or even survive, it is becoming evident 
that the organization and the people within will need to trans-
form. The executives in the case believe that instilling learning 
at the individual level into the culture is the key to transforming 
the organization. Although there are many systems within the 
organization that need to change in order to change a culture 
and transform an organization, this chapter highlights the role of 
performance management in making such a change. As the case 
progresses, we will present relevant literature so that the reader 
will understand the research and theory that are the foundation 

*We would like to formally thank Christopher for bringing the three-phase per-
formance management process to life by drawing Figure 10.1.
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for how adapting the current performance management system 
can instill a learning culture into the organization. The goal of 
this chapter is to show how performance management can be 
adapted to create or strengthen a learning culture that encour-
ages employees to learn adaptively, generatively, and transforma-
tively. And as the employees learn and change and interact within 
and with the organization, the organization itself also undergoes 
learning and change — thus learning and change at each level are 
interdependent on learning at the other level. 

 Using a model of learning proposed by Sessa and London 
( 2006 ) and London  and  Sessa ( 2007 ), we defi ne individual learn-
ing as  “ a deepening and broadening of an individual ’ s capabilities 
by adapting to meet changing conditions, adding new beha viors, 
competencies, skills, and knowledge, and developing into a more 
and more sophisticated thinking and emoting person through 
refl ection on her or his own actions and consequences.” Learning 
can happen in one of three ways. Most often, employees  “ adapt ”  
to change. Something new happens in an employee ’ s environ-
ment that causes the old way of doing things to no longer work. 
So with little or no conscious effort, they do something new. If it 
 “ works, ”  they continue with this new behavior. Often there is little 
realization on the part of the employee or others that they have 
 “ learned. ”  In some instances, employees recognize the change, 
anticipate the change, and even work to induce the change in 
their environment and thus  “ generate ”  learning. They respond 
by purposefully acquiring new knowledge, skills, behaviors, and 
competencies. In this instance, the employee and others recognize 
that learning has occurred. Finally, in rare instances, the environ-
ment changes so drastically that, in order to survive, the employee 
must undergo a dramatic and fundamental change in order to sur-
vive in the new environment, they  “ transform. ”  During this process, 
people reconstruct the way they interpret reality. They develop a 
new understanding of themselves and their relationships. 

 As you read this chapter, you will note that we have empha-
sized looking at performance management from a different per-
spective. Rather than infusing this chapter with brand new ideas 
about performance management techniques, our goal is trans-
formative learning, to reconstruct your way of thinking about 
performance management. Our hope is that what you will take 
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away from the chapter are not  “ answers ”  but ways of looking at 
your own performance management system, understanding the 
learning it is currently calling for in employees, seeing how it is 
impacting the organization, and fi nally having ideas for tweak-
ing, modifying, or even overhauling your system to encourage the 
learning desired.  

  The Case 
 Christine leaned back from the document she had been studying 
and sat back in her chair. She was looking at the report one more 
time before handing it to the CEO and top management team 
for them to read in preparation for the presentation that she 
and the vice president of HR would give on their proposed new 
perfor mance management system to the top and middle manage-
ment in the company. 

 The last few years had been exciting. She had been hired two 
and a half years ago in the newly created position of chief learn-
ing offi cer at PayRoll Services International, Inc. (PRSII). PRSII 
is a global organization with locations in North America (including 
most states in the United States), Europe, Australia, and parts of 
Asia. They employ over forty thousand associates. The organiza-
tion was founded in 1956 when the founder noticed a need to 
provide payroll services to local businesses. The organization had 
since grown to become one of the largest suppliers of such ser-
vices to small businesses as well as large corporations throughout 
the world. 

 The chief learning offi cer position had been created and 
Christine had been selected for the position because of a num-
ber of things that had been going on both inside and outside 
the company that had suggested to the CEO that organizational 
transformation was needed. Although PRSII was the largest com-
pany of this sort in the world at this point, with no large seri-
ous competitors, in the last few years they had seen a growth of local 
competitors — small agile companies that were willing and able 
to customize, at a lower price, services for companies in their 
immediate region. None of these companies was a threat at the 
international level. As PRSII had been focused on international 
growth, they had paid little attention to local competitors, but 
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there were now enough of them across countries and regions to 
take serious notice. 

 The company did have great products, but it didn ’ t have the 
capabilities of the smaller fi rms in completely customizing for 
each customer. The CEO believed that the company ’ s strong per-
formance culture, which had been successful in the past, needed 
to be changed to a learning culture — which is why he had cre-
ated the position of chief learning offi cer. 

 From the very beginning, PRSII had had a strong performance 
culture. For example, when developing the performance man-
agement system that was in place now, the company had actually 
spent time defi ning performance and considering what it should 
mean for their organization. The defi nition that they had decided 
to use was  “ those outcomes that are produced or behaviors that 
are exhibited in order to perform certain job activities over a spe-
cifi c period of time ”  (Bernardin  &  Beatty,  1984 ). In developing 
the company and the systems within it, they focused on organiza-
tional goals and had tried to update various systems, such as the 
performance management system, to stay in step with company 
start - up, company growth, and, a few years ago, the exponential 
growth that occurred as they went international. They had also 
involved many of their employees in the development process of 
their performance management system, and had ensured that 
expectations around management and employee performance 
(outcomes and behaviors) were clear; exceptional performance was 
rewarded, and performance problems were addressed immedi-
ately and fairly (including encouragement, training, mentoring, 
confrontation, transfer, or removal). And fi nally, in line with the 
company, emphasis in the performance management system had 
been around creating effi cient processes to get things done — and 
here, they had concentrated on effectively and effi ciently deliver-
ing services and products to the customer (Wriston,  2007 ). The 
company was quite proud of the fact that it had a strong perfor-
mance culture. Managers around the world liked to say,  “ PRSII 
is a machine; it has the control, coordination, and consistency to 
execute its tasks around the world. ”  Management and employees 
had a strong shared knowledge base, mental models, and com-
mon beliefs on  “ how things worked ”  in the company. Structures 
across the organization were highly interdependent, and goals 
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were clear. That is, until recently, when control, coordination, and 
consistency began to turn into restraint, complication, and uni-
formity. Shared knowledge systems and mental models felt more 
like being locked in, interdependent systems felt like being stuck, 
and goal orientation felt like resource constraints as the company 
needed to respond to the new environment (Beinhocker,  2006 ). 
This was when the CEO had pitched the idea to Christine that he 
wanted to change the performance culture to a learning culture. 

 That was where she came in and convinced the CEO and oth-
ers that there may be a better way to proceed. Christine smiled 
as she remembered; she had been pretty bold during her inter-
view with her ideas on learning and her vision for how to pro-
ceed with the company. Luckily, the CEO and her peers had been 
impressed with her ideas and had hired her. And the VP of HR 
had even joined with her to create an integrated learning and 
management system. But she had spent the last few years now try-
ing to prove herself and her ideas. 

 Her fi rst idea was that, paradoxically, the performance cul-
ture was too strong. A strong culture is great when the environ-
ment is stable and change is incremental. The environment had 
been stable until the company went international. However, a 
strong culture can get in the way in more volatile environments 
that require a more transformational change (Sorensen,  2002 ). 
Becoming an international company and the rise of so many new 
competitors at the local level had resulted in an environment 
that was arguably much more volatile than any the company had 
experienced until now. The performance culture had to be weak-
ened, at least until the company could transform; then the per-
formance culture could be re - strengthened as needed (until the 
environment destabilized once again, as it most certainly would 
in the future). 

 The second idea that she pitched to the CEO was to switch the 
 “ machine ”  metaphor currently used in the organization to a  “ liv-
ing systems ”  metaphor. In her reading, she had been infl uenced 
by the work of Sessa and London ( 2006 ; London  &  Sessa,  2007 ) 
on living systems and learning. Living systems, whether individu-
als, groups, or organizations, exist to do intention bound work 
( Jacques,  2002 ). They (living systems) typically do not exist to learn, 
but they learn naturally as they work; they cannot help learning. 
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They learn by selecting goals, determining how to achieve them, 
and overcoming obstacles in the process. They also track their 
own progress and evaluate the outcomes of their efforts. Systems 
learn as part of this goal - oriented production process. While 
engaged in work, systems fi nd themselves in situations in which 
the old way of doing things does not work — they are triggered to 
learn (whether and what triggers them is related to the system ’ s 
readiness to learn), they learn what they need, and then they con-
tinue with their work. These systems learn as they work by explor-
ing alternative actions and experimenting with behaviors and 
activities that produce a variety of outcomes. They learn as they 
adopt different goals, experiment with new behaviors, seek feed-
back, and try different ways of interacting. 

 Systems (whether individuals, groups, or organizations) and the 
environments in which they live and operate are constantly chang-
ing. Most times, systems are adapting to the environment and in 
some cases changing the environment. From the system ’ s perspec-
tive, this is a constant process of maintenance, adaptation, and 
evolution as work progresses, obstacles are overcome, goals are 
achieved, outcomes are evaluated, and new goals are established 
(Capra,  1997 ; Laszlo,  2002 ). This evolutionary process may mean 
 adaptation  such as slight, often unnoticed changes in behaviors 
and work processes or a  generation  of new, creative behaviors, meth-
ods, and/or structures to improve performance. From a  “ living 
systems ”  perspective, however, sometimes the environment calls 
for a radical  transformation  so that the system takes new forms and 
produces outcomes that are amazingly different from what the sys-
tem did before. Systems that fail to change, or that change in ways 
that don ’ t work (don ’ t recognize changing demands, overcome 
barriers, or address competitive forces), will fail, perhaps to die 
forever or to be reborn. In general, systems that thrive in con-
stantly changing environments often re - create themselves, usually 
incrementally (as with  adaptation) , but sometimes  transformatively . 

 While Christine and the entire top management team agreed 
that the company did need to transform at this point to stay com-
petitive (and perhaps even survive), what was unclear was the 
kind of learning that the employees within the company needed 
to do to help the organization transform. Did the employees need 
to  adapt ? Did they need to  “  generate  ”  the new knowledge, skills, 
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abilities, and behaviors necessary to thrive? Or in moving to a 
more regional team - based customer - responsive organization, did 
the employees also have to undergo  transformation ? Through dis-
cussions with the top management team, they fi nally agreed that 
they needed to inject a  “ self - learning ”  culture into the organiza-
tion, which would require  adaptive, generative ,  and transformative  
learning at the employee level to create the transformation they 
needed at the organizational level. The other questions they were 
struggling with are:  “ How can we appropriately trigger emplo yees to 
learn? ”     “ How can we ensure that employees are ready to learn? ”  
and  “ How do we best support them while they engage in learning 
processes? ”  

 Christine knew that it is important to engage employees in 
their learning goals. Telling employees what to do may cause them 
to push back. Employees want to make their own conclusions 
(Horvath, Herleman,  &  McKie,  2006 ; Rock  &  Schwartz,  2006 ). In 
cultures that promote self - learning, employees determine what 
they need to know and when they need to know it in the course of 
doing their jobs. This may mean that individuals are responsible 
for keeping up with changing technology or changes in industry 
standards as they engage in solving problems, improving work 
processes, or creating new products and services. In cultures that 
do not promote self - learning, employees are either informed what 
training they need and when or are given few opportunities, 
resources, or encouragement to learn. In self - learning learning 
environments, employees are ultimately responsible for recog-
nizing their own developmental needs and assume responsibil-
ity for their own learning. To do this, they need to actively seek 
performance feedback for how they are doing currently as well 
as plan for future skill requirements; as part of this process they 
need to set development goals, investigate opportunities for devel-
opment, evaluate their progress, and adjust their goals. And this 
needs to be an offi cial part of their jobs, for which they are held 
accountable. For this to be effective, there needs to be a lot of 
organizational and supervisor support (Rodgers  &  Hunter,  1991 ). 
Employees need to know a lot about the organization — its goals, 
needs, directions, challenges, and future plans. They need to have 
resources, learning options, feedback, and rewards for both engag-
ing in and using the new learning (see London  &  Smither,  1999 , 
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and Sessa  &  London,  2006 ) to name a few things. For PRSII to 
promote a self - learning culture, employees would have to engage 
in a transformation as they were expected to begin to take charge 
of their own learning. Employees at PRSII were beginning to be 
exposed to such a culture in a number of different ways. The orga-
nization was putting in place PRSII University, with an emphasis 
on action learning and online learning; they were encouraging 
the development of communities of practice. The performance 
management system being developed would be another link —
 employees would be expected to do, receive feedback on, and be 
rewarded for all that was listed above. 

 What Christine, the CEO, the VP of HR, and the rest of the top 
management team also decided was that, while a performance 
culture no longer served them well, a learning culture could also 
be fraught with problems. What they needed was a performance 
and learning culture. That is, rather than changing their strong 
performance culture to something else entirely, they could adjust 
it to include a self - learning component. This would handle the 
temporary need of weakening the culture (as they introduced 
the self - learning component) without losing the capability of 
quickly re - strengthening the culture when the time was right. 
They envisioned the following: 

   1.    Remaining focused on organizational goals  — but these were new 
goals that would help them respond locally. To do this, they 
were restructuring the rather rigid and top - driven hierarchy 
with fi xed, functionally based divisions to a team - based structure 
in which teams were organized within countries, regions, and 
clients as needed. They wanted the teams to be able to expand 
and contract depending on what was needed, and employees 
could become members of multiple teams. This would more 
quickly allow teams to be responsive to customer needs.  

   2.    Increasing diversity within the company via self - learning  — and 
thereby changing employee mental models and knowledge.  

   3.    Integrating talent management systems  — recruiting and hiring, 
learning and development, performance management, suc-
cession planning, and leadership development.  

   4.    As part of the talent management integration, updating their perfor-
mance management system to include a self - learning component  —
 focusing on identifying current and expected future gaps, 
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building skills and knowledge, AND the actual changes in 
behavior as a result of the learning. This would include putting 
into place learning - oriented goals, in addition to  performance -
 oriented goals and learning performance support tools. They 
would continue to emphasize processes rather than outcomes, 
with an emphasis on innovation rather than effi ciency. They 
expected that these changes would trigger employees to learn 
 adaptively, generatively , and t ransformatively .    

 As this was quite an ambitious transformation in such a large 
company, Christine had tried looking for companies to bench-
mark with. She wasn ’ t surprised that she could not fi nd a com-
pany doing the same thing as PRSII, but she had been able to 
glean learnings from a number of different companies. 

  Acxiom 

 One company that she had learned from was Acxiom, a data -
 mining company (based on Kiser,  2002 ). Like DPSII, Acxiom 
had struggled with how to be fl exible enough to meet its clients ’  
highly specialized needs. In this company, the top - driven chain 
of command was replaced by a decentralized, results - driven envi-
ronment in which managers of individual business units now had 
considerable autonomy to make their own decisions and to be 
responsive to customers. Employees were assigned to work on 
teams that cut across conventional departmental lines to focus 
directly on major customer and business issues. While this com-
pany had also transformed as she was hoping PRSII would, what 
she had really gleaned the most from the company is how they 
 “ triggered ”  the organization, the employees, and the new teams 
to learn transformatively. They had gotten rid of titles and made 
it clear that employees could go to whomever they needed to get 
the job done, everyone was given the same size cubicles with 
an open format to maximize face - to - face communication, and the 
company had reorganized around teams that could expand 
and contract based on needs. The triggers for learning were strong, 
clear, and consistent across multiple channels. When the new 
decentralized team - based structure went into place, Christine 
was pretty sure that employees were quite aware that they weren ’ t 
going to be able to work in the same way anymore, that they would 
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need to transform in order to remain successful at Acxiom, and 
the direction that they needed to transform toward.  

  Seagate 

 Another company that she learned from was Seagate, a world -
 wide leader in the design, manufacture, and marketing of hard 
disc drives, and the 2006  Forbes  magazine company of the year. 
Seagate worked hard to develop a performance - based culture 
to reward individual contributions and promote accountability 
throughout its immense employee base. They had also reorga-
nized around market segments and had instituted a self - learning 
performance culture to help managers with the additional skill 
development needs stemming from the reorganization and other 
business needs. From this company Christine learned how they 
used a continuous, integrated, and online approach to perfor-
mance and learning, which she thought really helped employees 
be not only ready to learn, but ready to learn what was needed 
by the organization. First, Seagate ’ s entire talent management 
approach now breaks down into four regularly scheduled quad-
rants that create a continuous year - long cycle: planning, aligning, 
developing, and evaluating. Planning and aligning involve set-
ting goals down to the individual job level. Next, creating devel-
opment plans, succession management, and running reports also 
include their learning management system, which houses all the 
content that they have. Learning management, developed in 
conjunction with the Harvard Business School, again supports 
their overall talent management process, giving direct support 
and linkage. Evaluations are a big part of this: At the end of the 
year, all of this is rolled into performance evaluations. Managers 
with direct reports can always see their employees ’  goals, develop-
ment, and measures (Warden,  2008 ). 

 The document Christine was poring over this morning out-
lined the new individual - level performance management system 
that she, the VP of HR, and several others had been designing 
for fi rst -  and mid - level managers. Performance management 
also encompasses other employees, teams, departments, and the 
entire organization, but those were for another day, although 
they would eventually all link together. Tomorrow she and the 
VP of HR would present the document to the top management 
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team to discuss it, adjust it, and plan how to put it into place. She 
leaned forward to read the document. She had included a num-
ber of sidebars in the document with the basics and some defi -
nitions to make sure everyone was on the same page. Although 
most of the executives were well - versed in performance manage-
ment basics, what was important here was understanding per-
formance management from a learning perspective. She hoped 
that everyone would read them. The sidebars included:     

What Performance Management Is and 
How It Is Linked to Learning

Performance management is the process whereby the organi-
zation continually assists its employees in setting performance 
goals, collecting information regarding performance from rele-
vant sources, summarizing performance data to provide feed-
back from the organization to the employee(s) regarding their 
performance, and evaluating and resetting goals in light of 
their performance feedback. Thus from a learning  perspective, 
performance management triggers and directs employees to 
learn via performance goals, raises their readiness to learn 
what is needed via expected future rewards, and guides them 
in that learning via feedback.

Why Companies Have Performance 
Management Systems

Companies use them for two reasons: evaluation of employees’ 
performance and development of employees. Legally, perfor-
mance management systems are necessary to provide business 
necessity justifi cation for personnel decisions such as selec-
tion, compensation, promotions, demotions, layoffs, and fi ring 
(see Martin, Bartol, & Kehoe, 2000). Companies also use per-
formance management systems for the development of their 
employees; the feedback gathered from managers, clients, cus-
tomers, and other employees regarding employees’ performance 
is used to facilitate awareness and learning about employees’ 
performance and used to set goals for future learning.
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  How Performance Management Affects Learning 
 Christine leaned back again. She wanted to instill the idea in her 
peers and the CEO that, while performance management was a 
system that could encourage learning within individuals, it actu-
ally was also a PART of the learning occurring at the organizational 
level — the organization would  “ learn ”  with the new performance 
management system as well. Performance management triggers 
a  “ system ”  to learn by providing goals to meet. And it provides feed-
back to the system regarding whether those goals are being met. 
Feedback is crucial in the living systems model. Without feedback, 
a living system can change, but it cannot learn. Without feed back, a 
system cannot determine the extent to which it is moving toward 
its goals, or whether it needs to change in some way to achieve 
those goals (or even change the goals themselves). 

The Incompatibility of Evaluation 
Versus Development

The two purposes of performance management can be incom-
patible. Knowing that they are being evaluated (and rewarded 
on that evaluation) can cause employees to focus on perfor-
mance, as they want to be seen as competent and do not 
want to risk making mistakes or perhaps even failing. With this 
orientation, employees will learn by adaptation—change their 
goals—and they will fi nd some way to reach these new goals. 
However, employees may be afraid to engage in either gen-
erative or transformative learning if there is a risk of failure.

On the other hand, knowing that they are expected to 
learn and develop within their job (and rewarded for doing so) 
can cause employees to seek out challenges to gain new skills 
and competencies, with less worry about whether they are 
immediately successful or not—they have a mastery goal ori-
entation (Whinghter, Cunningham, Wang, & Burnfi eld, 2008). 
Employees with a mastery goal orientation are more open to 
generative and possibly transformative learning.

Therefore, it is useful to diverge and converge these separate 
purposes over the course of the performance management cycle.
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 Christine thought that two things had to be kept in mind about 
feedback: When and how often should feedback occur? If there is 
too long between a change and feedback, then the link may actu-
ally be broken. For example, if an employee is trying to change 
her or his behavior to be more in line with the goals of the orga-
nization, but only receives feedback once a year, the employee 
may react by trying something new and not repeating it, engaging 
in the new behavior sporadically (but not knowing if it is working 
or not), or doing more and more of that behavior assuming it is 
working. During learning, there is a detriment in performance. If 
feedback is given too soon, the employee may lose confi dence in 
trying out new behaviors (Sessa  &  London,  2006 ). 

 Christine continued to read her presentation:   

Current Performance Management System

PRSII has been using management by objectives (MBO) since 
the very inception of the organization when Peter Drucker 
himself spoke to the organization’s top executives. MBO 
encourages the participation by all managers at all levels of 
the organization, which serves two functions: fi rst, there is 
commitment from top executives which increases the effec-
tiveness of the MBO system (Rodgers & Hunter, 1991), and 
second, this helps ensure that goals that are set at lower lev-
els will be aligned toward the larger organizational goals (as 
each lower level can use the next higher level to help deter-
mine goals). Managers set goals for themselves and their sub-
ordinates to achieve over a specifi c time period. These goals 
are based on organizational strategy, departmental needs, 
and from all participants that the manager relates to (includ-
ing customers when appropriate). Managers receive feedback 
throughout the year based on perceptions of how well they 
are meeting the goals. In addition, goals are also periodically 
assessed and may be altered. Finally, MBO is concerned with 
the outcomes or results or goals and not necessarily the path-
way (that is, the behavior) to the goals.)

(Continued)
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GOALS OF THE PROPOSED PERFORMANCE MANAGEMENT SYSTEM

1. Keep the traditional performance management system 
with some modifi cations: Manager and supervisor are 
respo nsible for setting goals. Supervisor is responsible for 
evaluating achievement of yearly goals. Understand that 
this portion of the performance management system 
drives performance goal orientation and adaptive learning.
a. Anyone supervising others would be asked to include a 

performance goal regarding his or her behaviors, learn-
ing, and outcomes around performance appraisals on his 
or her own performance appraisal, encouraging adaptive 
learning to seriously engage in the performance man-
agement system.

b. Support learning through access to and reward for 
using PRSII’s online learning modules on the company 
strategy, goals, and objectives; how to create depart-
mental and individual goals; how to develop MBO 
plans; how to assess accurately; and how to give feed-
back that anyone in the company could access.

c. VP of human resources will gather MBO goals and objec-
tives at the beginning of the cycle and the extent to 
which the goals and objectives were met at the end of 
the cycle to develop various reports at different organiza-
tional levels to determine what goals and objectives were 
being set and whether and how they were being met.

2. Add a new component to the performance management 
system: a self-learning component. Based on MBO goals 
set between the manager and her or his supervisor, the 
manager, along with her or his learning development coor-
dinator, will develop a separate set of learning goals that 
will eventually fold back into the traditional MBO system. 
Understand that this portion of the performance manage-
ment system drives a mastery orientation and generative 
and transformative learning.
a. The focus is on engaging employees in self-learning 

by having them take control of their own learning. 
Employees self-identify the need for learning on the 
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generative and transformational level that will result in 
personal and organizational growth. They will be held 
accountable for their learning to themselves and their 
learning development coordinators as they progress 
through the learning process. They may be rewarded 
for progress in reaching learning goals, but will not be 
“punished” for lack of progress.

b. Chief learning offi cer will gather reports from learning 
development coordinators to develop various reports 
at different organizational levels on learning processes 
engaged in and learning outcomes reached to track 
organizational learning and assess effectiveness.

c. Chief learning offi cer and VP of human resources would 
be able to determine performance, including learning, 
performing, and outcome effectiveness. These reports 
will help guide the full integration of talent manage-
ment systems. These reports will also give an ongoing 
snapshot of how the performance management system 
was working and where modifi cation might be needed.

DISCUSSION QUESTIONS

 What is the appropriate balance of performing, learning, 
and effectiveness in the performance management sys-
tem? How do we emphasize learning without undercut-
ting the importance of performance and effectiveness?

 How do we ensure that managers and their supervisors 
have the time required to properly collect performance 
feedback and conduct performance interviews?

 How do we help managers get the qualitative and quanti-
tative information they need to make useful and accurate 
assessments?

 How do we create an environment of trust such that man-
agers are open to revealing learning gaps and weaknesses 
in order to fully develop their potential and facilitate orga-
nizational development and change?

•

•

•

•
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 Christine recalled: Traditionally, in performance  management, 
employees and their managers defi ne goals and tasks to reach these 
goals based on what the organization is asking them to empha-
size. They compare the goals and tasks with perceptions of prog-
ress — typically at the end of the yearly cycle. If a discrepancy exists 
between the perception and the goal, the employee attempts to 
reduce the discrepancy by applying resources toward the accom-
plishment of the goal or altering the goal (see Vancouver,  1997 ). 

 The learning occurring in this scenario is adaptive and very 
powerful. It is often incremental and unnoticed or unconscious. 
Employees and their managers alike do not recognize that learn-
ing is occurring. In performance management, feedback reinforces 
and controls the goals and behaviors targeted —  “ you get what you 
measure. ”  Systems react to feedback by continuing to do what is 
reinforced and discontinuing doing what is not reinforced. In per-
formance management, employees and their mana gers set goals 
based on organizational strategies, needs of the department, and so 
forth. But unless employees are reinforced for their performance -
 related behaviors via some sort of feedback, the goals, strategies, 
and needs will have little actual impact on the emplo yees ’  actual 
behavior (Kerr, 1995; Luthans  &  Stajkovic,  1999 ). 

 The VP of HR had also reminded Christine that it is often the 
case that organizations and managers reinforce behaviors and 
outcomes that they do not want, and that they are not even aware 
that they are doing so. For instance, in many situations, organiza-
tions verbally indicate that they want to see team - oriented behav-
iors and cooperation, but their performance management system 
is rewarding individual performance and competition, which 
results in the  “ wrong ”  kind of learning. 

  “ Okay, ”  Christine thought,  “ the new part encourages  generative  
learning.  Generative  learning is proactively learning and applying 
new skills, knowledge, and behavior to improve performance. 
This type of learning is purposeful. When employees have a 
goal or see the need, they will attend training programs, earn 
degrees, observe others, or do whatever it takes to keep their 
behaviors, knowledge, and skills up - to - date with what is needed 
in their jobs (or next job), their organizations, their professions, 
or even their lives. When this type of self - learning works well, 
changes and improvements in performance can be measured 
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and tracked. A potential downside of encouraging self - learning 
is that  individuals may engage in learning that is not linked to 
business needs. In addition, if reinforced improperly, individuals 
may begin to spend too much time on learning and not enough 
time on performing. However, individuals who successfully bal-
ance learning and performance are able to face an uncertain 
future and handle emergencies that may arise as continuous  “ just 
in time ”  learning becomes a habit. 

 And the new part of the performance management system 
will also hopefully add  transformative  learning (as needed). When 
employees engage in  transformative  learning, they undergo a dra-
matic and fundamental change in the way they see themselves 
and the organization — and even the world in which they inter-
act (see Sessa  &  London,  2006 ). At Acxiom, employees needed 
to transform from working in a more rigid hierarchy with well -
 defi ned roles to a team - based structure in which employees might 
be called on to take multiple roles on different teams as needed. 
Christine thought,  “ Our employees will have to transform this 
way as well. They will also have to transform to take control of 
their own learning. ”  Potential downsides of transformative learn-
ing include the potential performance defi cits that occur while 
transformation is taking place, knowing when to stop the trans-
formation process and concentrate on performing, and the risk 
that the transformation may not be successful. Transformations 
are not to be engaged in lightly. 

 Christine began to read again:   

Further description of new addition to the performance man-
agement system, creating two loosely connected systems:

1. Chief learning offi cer with learning coordinators are respon-
sible for assisting managers with developmental plans. 
Each learning coordinator will serve a number of PRSII 
employees.
a. Manager creates own learning plan (for the coming year) 

based on MBO created with supervisor, with assistance 

(Continued)
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 of a learning coordinator. This learning plan is related 
to but separate from the MBO plan created with super-
visor. The learning plan will focus on the learning 
 components necessary to reach current performance 
goals and to grow in order to meet future perfor-
mance and career goals.

b. Learning coordinator helps manager identify areas 
of learning through the use of 360-degree feedback 
and other mechanisms, helps choose methods for 
addressing areas of learning, helps guide the manager 
in the learning, and helps manager decide how to eval-
uate self in the learning.

c. Manager develops plan, communicates plan to relevant 
others, is responsible for following plan and evaluating 
self. Meets with learning coordinator throughout year 
as needed to assess and alter plan and gain information 
necessary to reach learning goals.

d. Information is collected regarding progress toward 
learning goals (training attended, books read, sources 
sought out) at the end of the year. Learning coordinator 
assists in this. Together the manager and the learning 
coordinator create a report identifying amount and type 
of learning that occurred.

e. The direct supervisor is given the report to identify 
amount/type of learning that occurred. Supervisor 
uses input in performance evaluation at the end of 
the cycle.

DISCUSSION QUESTIONS

 Who should be the learning coordinators? The learning coor-
dinators can be employees who work for the organization 
who have special training in organizational learning and 
development but who will remain separate from emplo yees 
responsible for other personnel functions OR can be con-
sultants with special training in organizational learning 
and development.

 How can we do this economically?

•

•
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Figure 10.1 The Three-Phase Performance Management Process.

PLANNING PHASE

 Manager creates MBO with Supervisor
 Set goals
 Set performance objectives
 Set performance outcomes needed to reach goals
 Establish resources needed to meet objectives and goals
 Identify supports and barriers to achieving goals

 Manager creates learning plan with learning coordinator
  Discuss goals, performance, and outcomes as set in 
performance appraisal with supervisor

 Identify areas of learning
 Develop learning plan

•
•
•
•
•
•

•
•

•
•

(Continued)
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IMPLEMENTATION PHASE, PERIODICALLY THROUGHOUT YEAR

 Manager discusses and modifi es MBO with supervisor:
Discuss results to date
Review and refi ne performance and outcome goals
Remove barriers to goal achievement

 Manager discusses and modifi es learning plan with  learning 
coordinator

Discuss changes in MBO
Discuss learning results to date
Discuss changes manager and learning coordinator are 
 seeing enacted
Review and refi ne learning goals
Ongoing developmental coaching as needed

ASSESSMENT PHASE

 Manager discusses learning plan with learning coordinator
Discuss learning outcomes
Discuss new behaviors/performance/changes as a result 
of learning
Prepare report that outlines learning assessment, learning 
plan, learning implementation, and learning outcomes

 Manager discusses MBO and learnings with supervisor
Discuss and obtain feedback on performance and out-
comes, whether they met goals and objectives
Discuss and obtain feedback on learning outcomes and how 
learning outcomes impacted performance and outcomes
Discuss possible “environmental constraints” (for which 
there is documented evidence) that might be constraining 
performance and discuss how to deal with these constraints
Discuss performance and learning goals to prepare for 
implementation for next performance period

•
•
•
•

•

•
•
•

•
•

•
•
•

•

•
•

•

•

•

 Christine sat back. Would this work? The one thing that she 
really took from her understanding of living systems was that an 
 “ outsider ”  can never direct a living system to learn. He or she can 
only  “ disturb ”  the system ’ s status quo with hopes that the stimula-
tion would trigger learning and could support the system during 
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the learning process. The living system determines which trig-
gers warrant a response. Teachers, consultants, facilitators, men-
tors, coaches, development coordinators, and other parties can 
impose triggers, provide needed resources, give feedback, and 
reinforce learning in the direction that the organization needs, 
but they cannot make the learning occur, predict what will be 
learned, or even make the system use what it learns. She and 
the top management team had to be open to unintended con-
sequences of all the changes they were making. The fi nal part of 
her report went into considerable detail regarding keeping the 
change on track and assessing their progress. She had found 
diagnostic tools in London and Sessa ( 2007 ) to help: 

Evaluating Our Progress So Far

 1. What is happening? Transform the structure and culture of 
the company.
a. Our focus remains on organizational goals. But these 

are new goals that will help us respond locally. This 
includes restructuring to a responsive and fl uid team-
based structure at a country, regional, or client level.

b. We are integrating talent management systems.
c. We are incrementally updating the performance manage-

ment system to incorporate generative and transformative 
learning by introducing a separate learning component.

 2. In what directions are the forces for learning and change?
a. The top management team is the initial force for the 

change.
b. Changes are being made at the organizational level, 

but requiring individuals to adopt new roles and new 
work patterns as well as take control of their own learn-
ing. This could result in some bottom-up forces (as yet 
unidentifi ed) as well.

 3. Which system characteristics are affecting “readiness to 
learn”?
a. Employees are being expected to be open to new ideas, 

roles, and goals. They need to be open to a changing 

(Continued)
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culture that is decentralizing both their roles and their 
learning to be more under their own control to the 
degree that this fi ts in with organizational goals.

b. At the organizational level, we are creating new reports 
on learning, performance, and outcomes to help guide 
higher level strategic initiatives.

 4. What factors are barriers to learning and change?
a. A huge barrier is that, despite competition, the com-

pany is still successful and growing its markets. It has a 
strong performance culture that is entrenched through-
out the organization. Employees who have been suc-
cessful in the current culture would have to unfreeze, 
learn, and refreeze into the new culture.

 5. Which factors are facilitators of learning?
a. The triggers are strong, clear, and consistent across mul-

tiple channels—for example, we are aligning our entire 
talent management system.

b. Readiness to learn is being stimulated by new goals.
c. The organization is putting resources into place to sup-

port learning.
d. The feedback channels and reinforcements are being 

put into place to support learning.
 6. What are the external and internal forces for learning?

a. Competitors are the external forces for transforming the 
organization.

b. The organizational changes are forces on the individual 
employees.

c. Employee willingness to accept new patterns of work-
ing, new goals, new expectations, and new reinforce-
ments are also forces that need to be addressed.

 7. What types of learning are needed?
a. The organization is engaged in transformative learning as 

it restructures to meet changing environmental needs.
b. Employees need to engage in adaptive (via the perfor-

mance management system), generative (via the new 
goals in the performance management system), and 
transformative learning (via the new roles they are 
expected to take on).

 8. What is happening?
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 That, Christine, the organization, and the employees would 
see within the next year. They would need to track how well the 
process is working and to revise the process depending on evi-
dence of its value. Christine thought there might be three possi-
bilities that they would need to deal with: 

   1.   Managers don ’ t take the new learning system seriously. They 
maintain a strong performance goal orientation and adapt 
to the learning system by going through the motions but not 
actually becoming self - learners and engaging in generative 
and transformative learning.  

   2.   Managers get overly involved in the learning system. They lose 
their performance goal orientation and concentrate solely on 
mastery goal orientation. Individuals engage in learning for 
learning ’ s sake, they spend too much time on learning, and 
do not link it to business needs. Not enough time is spent on 
performance, and performance defi cits are thus greater than 
expected.  

   3.   Managers strike a good balance between learning and perfor-
mance. Managers maintain both a performance goal orienta-
tion and a mastery goal orientation. There is some detriment 
in performance, but as the learning is directed around needs, 
the detriments tend to disappear.     

  Conclusion 
 We leave this fi ctitious case early in the story. The company is in 
the idea stage; nothing has yet been implemented. Would it work 
exactly  “ as planned ” ? Probably not, as changes of this nature calling 
for multiple kinds of learning at multiple levels within an organiza-
tion tend to have complex and unintended consequences. People 
can respond to the same triggers in markedly different and unex-
pected ways. And learning at the individual level can be  “ effective ”  
for the individuals involved but not necessarily what was expected 
or desirable at the organizational level. But it would  “ work ”  in some 
form, and with use, assessment, and modifi cation, it could work in 
a way that would fi t or even change the needs of the organization. 

 The intention behind writing this chapter was not to suggest to 
human resource professionals how to do performance management 
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in their own organizations. Rather, our intention was to provide a 
different perspective on performance management with the goal of 
transforming how we view the organization, employees, and, in par-
ticular, the performance management system. 

 We introduced the idea that there are three kinds of learning: 
adaptive, generative, and transformative, and how performance 
management impacts that learning. Performance management 
systems powerfully impact adaptive learning, often in unintended 
ways. But with planning, they can encourage and drive genera-
tive and transformative learning as well. In this particular case, 
we suggested that one way of encompassing generative and trans-
formative learning into the performance management system is 
to separate learning goals from performance and effectiveness 
goals. But that certainly isn ’ t the only option — what would work 
in PRSII isn ’ t necessarily the right path for other organizations. 

 We also discussed how learning at the individual level is 
impacted by and impacts the organization. In this case, organiza-
tional needs were driving change in organizational systems that 
would impact individual learning, which would in turn lead back 
to organizational change. This case demonstrates the complexities 
of how all the systems within the organization are intertwined and 
how changing one has a broad infl uence across the organization. 

 To help in the next step, looking at your own performance 
management system, we provide two lists. The fi rst includes ques-
tions to help you assess what kind of learning is taking place 
using the current performance management system. The second 
includes questions to help guide you to change or develop a per-
formance management system that includes the types of learning 
needed by the organization.    

  Questions to Help You Assess the Kind of Learning Taking Place 
in the Current System 
 What kind of learning does your current performance manage-
ment system encourage now? 

   Triggers for Learning 

   How closely is the current performance management system 
integrated into the mission, strategy, goals, and culture of the 
organization?  

•
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   What is emphasized in the performance management sys-
tem? Do employees have goals for learning, behaviors, and/
or  outcomes? What is the balance between the three?  

   How often do employees receive feedback? What form does 
the feedback take? What does the feedback emphasize? What 
do employees get feedback on? Who (or what) provides the 
feedback? Is feedback for performance or learning purposes?  

   How are employees rewarded and what are they rewarded 
on? What are they  “ punished ”  for doing/not doing? What 
is not rewarded that you think should be rewarded? What is 
  “ puni shed ”  that you think should not be punished? (Remember 
to think about informal and often unintended reward and pun-
ishment structures. Often we provide  organizational contingen-
cies that we are not even aware of.)  

  Readiness to Learn  

   How seriously is the performance management system taken 
within the organization? By top management? By managers?  

   How is the performance management system currently being 
used? Is it being used for evaluation purposes? For  development 
purposes? For both? (For neither?)  

   Given the design and use of the performance management 
system, is it encouraging a performance goal orientation, a 
mastery goal orientation, neither, or both?  

   What role do managers play in the development of their own 
performance management? What kind of input do they have?  

   Can and under what conditions can performance goals be 
renegotiated?  

   What resources do managers have at their discretion for 
learning?    

   Processes and Outcomes for Learning 

   What type(s) of learning are called for in the performance 
management system?  

   What is the climate for learning in the organization? Is upper 
management supportive of a truly learning culture?  

   Are employees rewarded for trying new behaviors and risk 
taking? What happens if an otherwise well - regarded employee 

•

•

•

•

•

•

•

•

•

•

•

•
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demonstrates a detriment in performance or makes a mistake 
or fails at something?  

   How are engagement in learning and learning outcomes 
evaluated in the performance management system?     

  Questions to Help Imbue Performance Management Systems 
with Learning 

   Triggers for Learning 

   What is happening in the organization (new or changing mis-
sion, goals, strategy, and/or culture)?  

   What is happening in the outside world (competitors, chang-
ing environment, new laws or policies, other)?  

   What kind of change will the organization need?  
   What direction must the organization go?  
   In order to change the organization, what type(s) of employee 
learning are needed (adaptive, generative, or transformative)?  

   How is the performance management system being chan ged 
to address organizational changes and type of learning 
called for?  

   How are other systems within the organization being changed 
to address these changes and the type of learning called for?  

   How closely are the current performance management sys-
tem and other systems integrated into the changing mission, 
strategy, goals, or culture of the organization?  

   What should be emphasized in the performance manage-
ment system? Are there goals for learning, behaviors, and/or 
outcomes? What is the balance among the three?  

   Are individual - level goals clearly linked back to the organiza-
tional needs?  

   How often do you want employees to receive feedback? What 
form will the feedback take? What will the feedback empha-
size? What will managers receive feedback on? Who (or what) 
will provide the feedback? Will feedback be for performance 
or learning purposes? If for both, how will this be handled?  

   How will employees be rewarded and what will they be 
rewarded on? Will they be rewarded in some ways for taking 
the performance management system seriously?  

•

•

•

•
•
•

•

•

•

•

•

•

•
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   Readiness to Learn 

   How will organization goals, needs, directions, challenges, 
future plans, and so forth be communicated to employees? 
Will this communication occur in multiple formats?  

   How are employees learning about how they fi t into the orga-
nization, how what they do impacts the organization?  

   How will employees be included in the development, assess-
ment, and adjustment of their learning, performance, and 
outcome goals? What is their role? What is the extent to which 
they determine the kind of learning they need?  

   How will employees be held responsible for determining 
what they need to know in the course of doing their jobs and 
preparing for the future?  

   What support will be available to encourage employees to 
assess their own capabilities?  

   What opportunities, resources, and encouragement are being 
made available to employees to help overcome a resistance to 
change and to encourage them to learn? What kind of guid-
ance and support will they receive from their supervisors? From 
top management? From other systems within the organization?  

   How will employees obtain feedback and rewards for engag-
ing in and using new learning? How will feedback and rewards 
be linked to new learning?  

   Process and Outcomes for Learning 

   How will detriments in performance, mistakes, and failures be 
handled?  

   How will a climate be created that supports calculated risks? 
That includes a safe environment for expressing new ideas 
and trying them out?  

   How will changes be documented? What role will employees 
have in documenting their own changes? How will they learn 
assessment techniques?  

   How will top management be a role model for learning?    

 Creating a learning environment and a performance manage-
ment system that rewards learning is not diffi cult. Many perfor-
mance management systems involve teaching employees how to 

•

•

•

•

•

•

•

•

•

•

•
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navigate the organizational terrain. However, creating a learning -
 oriented performance management system that involves employ-
ees taking control of their own performance development and 
that truly encourages learning  that the organization wants its mem-
bers to engage in  is a much more diffi cult feat. The current case 
study by no means encompasses all or most of the situations and 
diffi culties that organizations will encounter in attempting to cre-
ate a learning culture, but gives an example of how one fi ctional 
organization might deal with some of the hurdles encountered. 
Using the defi nitions, information, and diagnostic questions pro-
vided by this article may start other organizations on a path to 
creating a learning culture in their own companies.    
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CHAPTER       11    

DIAGNOSING, 
UNDERSTANDING, 
AND DEALING WITH 
COUNTERPRODUCTIVE 
WORK BEHAVIOR          
  Leanne Atwater and Teri Elkins   

  Introduction 
 Managers supervise many types of employees, most of whom 
perform effectively most of the time. However, inevitably, per-
formance problems arise that must be assessed and dealt with. 
Although performance has historically been conceptualized as 
the quality and/or quantity of an employee ’ s work product, orga-
nizations have recently begun to view performance in broader 
terms, including task performance as well as citizenship and 
counterproductive behaviors. Moreover, research indicates that 
managers place as much weight on counterproductive behaviors 
as on task performance when evaluating employees (Rotundo  &  
Sackett,  2002 ). Organizations are becoming increasingly con-
cerned about the counterproductive aspect of performance due 
to its prevalence and cost (Penney  &  Spector,  2005 ). Much of 
the cost associated with counterproductive work behaviors may be 
signifi cantly reduced by implementing prompt and appropriate 
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responses. This chapter will be devoted to discussing how to deal 
with a variety of counterproductive work behaviors through the 
diagnosis of potential causes and selection of proper non - punitive 
and/or punitive responses including termination.  

  Types of Counterproductive Work Behavior (CWB) 
 Counterproductive work behavior (CWB) has been defi ned as 
 “ volitional acts that harm or intend to harm organizations and 
their stakeholders (for example, clients, co - workers, customers, and 
supervisors) ”  (Spector  &  Fox,  2005 , pp. 151 – 152). Accumulating 
evidence shows that CWBs are pervasive and expensive. Harper 
( 1990 ) estimated that up to 75 percent of employees have 
engaged in theft, computer fraud, embezzlement, vandalism, sab-
otage, or fraudulent absenteeism; the cost of these CWBs may 
reach hundreds of billions of dollars a year. Research has iden-
tifi ed fi ve dimensions of CWB, including abuse against others, 
production deviance, sabotage, theft, and withdrawal (Spector, 
Fox, Penney, Bruursema, Goh,  &  Kessler,  2006 ). The nature, 
prevalence, and consequences of each CWB dimension will be 
described in the following sections. 

  Abuse Against Others 

 Behaviors classifi ed as abuse against others are those that cause 
or are intended to cause physical or psychological harm to other 
organizational constituents, including managers, co - workers, 
subordinates, and customers (Spector, Fox, Penney, Bruursema, 
Goh,  &  Kessler,  2006 ). Abuse against others in organizations 
appears to be emotion - based and related to hostile aggression. 
Specifi c behaviors in this category of CWB may include mild 
deviance referred to as incivility, and more severe behaviors such 
as workplace violence and sexual harassment. 

  Incivility 
 Incivility has been defi ned as  “ low - intensity deviant behavior 
with ambiguous intent to harm the target, in violation of work-
place norms for mutual respect ”  (Andersson  &  Pearson,  1999 , 
p. 457). Incivility may include rude and discourteous behaviors 
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such as  “ taking credit for others ’  efforts, spreading rumors about 
colleagues, leaving offi ce equipment jammed instead of taking the 
time to fi x it, fl aming co - workers through nasty e - mail messages, 
neglecting to acknowledge subordinates, leaving snippy voice - mail 
messages, and so on ”  (Pearson, Andersson,  &  Porath,  2005 , p. 178). 
Studies have shown that the instigators of workplace incivility are 
more likely to be men, and behaviors are more likely to be tar-
geted toward subordinates or those with less power or status in 
the organization (Pearson  &  Porath,  2005 ). Incivility is a prevalent 
problem in today ’ s organizations. Disturbingly, a survey of govern-
ment employees found that 71 percent had experienced some 
form of incivility in the past fi ve years (Cortina, Magley, Williams,  &  
Langhout,  2001 ). Recipients of incivility have reported a number 
of negative outcomes including psychological distress, lower job 
satisfaction, worry, and turnover (Aquino, Tripp,  &  Bies,  2001 ; 
Cortina, Magley, Williams,  &  Langhout,  2001 ). Incivility can also 
have long - term organizational costs. When a work unit develops 
a reputation of incivility, it can spread and become an accepted 
norm of behavior, making it diffi cult to attract good employees 
(Anderson  &  Pulich,  1999 ).  

  Workplace Aggression/Violence 
 Unfortunately, evidence shows that, when unaddressed, incivility 
incidents can escalate over time to more severe and even more 
costly forms of abuse such as physical aggression and other types 
of workplace violence (Pearson  &  Porath,  2005 ). The National 
Institute for Occupational Safety and Health (NIOSH) estimated 
that up to eighteen thousand people a week are attacked by some-
one while they are at work (LeBlanc  &  Kelloway,  2002 ). Estimates 
have put the cost of workplace violence alone at near  $ 4.2 billion 
annually (Bensimon,  1997 ). Targets of workplace violence expe-
rience a number of negative outcomes in addition to physical 
injuries, including harm to their psychological well - being, lower 
organizational commitment, and increased turnover intentions 
(LeBlanc  &  Kelloway,  2002 ). Outcomes such as these may be even 
more pronounced when violence is initiated by another organiza-
tional member compared to a member of the general public 
(a customer or client) because of damage to trust of co - workers 
and the organization (O ’ Leary - Kelly, Griffi n,  &  Glew,  1996 ).  
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  Sexual Harassment 
 Two distinct types of sexual harassment, quid pro quo and hos-
tile work environment, are prohibited by Title VII of the 1964 
Civil Rights Act as forms of sex discrimination. Quid pro quo 
harassment is defi ned as  “ unwelcome sexual advances, requests 
for sexual favors, and other verbal or physical conduct of a sex-
ual nature  . . .  when (1) submission to such conduct is made 
either explicitly or implicitly a term or condition of an individ-
ual ’ s employment ”  or  “ (2) submission to or rejection of such 
conduct by an individual is used as the basis for employment 
decisions affecting such individual ”  (29 CFR 1604.11(a)(1) and 
(2)). Hostile work environment is unwelcome behavior that  “ has 
the purpose or effect of unreasonably interfering with an indi-
vidual ’ s work performance or creating an intimidating, hostile, 
or offensive working environment ”  (29 CFR 1604.11(a)(3)) and 
is  “ suffi ciently severe or pervasive  ‘ to alter the conditions of the 
victim ’ s employment and create an abusive working environ-
ment ’  ”  ( Meritor Savings Bank v. Vinson  (477 U.S. 57,  1986 ) quot-
ing  Henson v. City of Dundee , 682 F.2d 897 at 904). 

 Surveys of women indicate that 24 percent believe they have 
been sexually harassed, while 58 percent report experiencing 
potentially harassing behaviors (Ilies, Hauserman, Schwochau,  &  
Stibal,  2003 ). Sexual harassment is also experienced by men; 
15.4 percent of the U.S. Equal Employment Opportunity 
Commission ’ s (EEOC) sexual harassment claims were fi led by 
men in fi scal year (F  Y) 2006, which is an increase from 11.6 percent 
in FY 1997 (EEOC,  2007 ). Victims of sexual harassment have 
reported a number of negative individual and organizational out-
comes, including psychological harm, reduced self - esteem, anxi-
ety, lower job satisfaction, decreased organizational commitment, 
withdrawal, absenteeism, intent to turnover, and lower job per-
formance (Bowling  &  Beehr,  2006 ; Fitzgerald, Drasgow, Hulin, 
Gelfand,  &  Magley,  1997 ; Glomb, Munson, Hulin, Bergman,  &  
Drasgow,  1999 ; Schneider, Swan,  &  Fitzgerald,  1997 ; Willness, 
Steel,  &  Lee,  2007 ). Sexual harassment can also lead to costly 
legal action; it has been estimated that juries award sexual harass-
ment victims an average of  $ 250,000 in damages (Zugelder, 
Champagne,  &  Maurer,  2006 ).   
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  Production Deviance 

 Production deviance includes poor performance, sabotage, theft, 
and withdrawal behaviors. Production deviance behaviors are acts 
of displaced aggression typically targeted at organizations rather 
than individuals (Neuman  &  Baron,  1997 ; Spector, Fox, Penney, 
Bruursema, Goh,  &  Kessler,  2006 ). 

  Passive Production Deviance 
 Production deviance involves more passive behaviors such 
as not performing a job effectively or correctly (Spector, Fox, 
Penney, Bruursema, Goh,  &  Kessler,  2006 ). Advances in tech-
nology have given rise to a more contemporary form of produc-
tion deviance, cyberloafi ng, which occurs when employees use 
their employers ’  e - mail and Internet connections for personal 
reasons during work hours (Lim,  2002 ). It has been estimated 
that 84 percent of employees send/receive personal e - mails 
(Vault.com,  2005 ) and 64 percent surf the Internet ( The Straits 
Times , 2002) on work time. Cyberloafi ng can be detrimental to 
companies, resulting in a 30 to 40 percent decrease in productivity 
(Verton,  2000 ).  

  Sabotage and Theft 
 Employee sabotage entails damaging or destroying an organiza-
tion ’ s property (Chen  &  Spector,  1992 ). It has been estimated that 
this form of deviance costs employers approximately  $ 200 billion 
per year (Murphy,  1993 ). 

 Employee theft can range from minor offenses such as tak-
ing offi ce supplies home to more serious infractions, including 
embezzlement. Research has indicated that theft is a widespread 
problem in organizations, with reports of up to 75 percent of 
employees taking an employer ’ s property home on at least one 
occasion (Bennett  &  Robinson,  2000 ). The cost of employee theft 
to organizations has been estimated at  $ 60 billion to  $ 120 billion 
annually ( www.corporatecombat.com/statistics ). In addition to 
monetary losses, employee theft causes severe distractions for 
managers and can result in decreased morale and damage to 
companies ’  reputations (Grossman,  2003 ).  
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  Withdrawal 
 Employee withdrawal behaviors can take many forms, including 
faking sick, taking excessive breaks, absenteeism, lateness, and 
leaving work early. Withdrawal is viewed as a form of avoidance 
or escape (Spector, Fox, Penney, Bruursema, Goh,  &  Kessler, 
 2006 ) and occurs frequently in organizations. For instance, in 
1995, 29 percent of supermarket employees surveyed admitted 
to calling in sick when they were not (Boye  &  Jones,  1997 ). These 
types of actions can have ramifi cations beyond the obvious affect-
ing co - workers ’  morale and motivation (Koslowsky, Sagie, Krausz,  &  
Singer,  1997 ) as well as customer service when service positions 
cannot be adequately staffed.    

  Diagnosing the Causes of CWB 
 As a manager, the fi rst challenge in dealing with CWB is to cor-
rectly diagnose the root of the problem. This is generally done 
by talking to the problem individual, talking to the individual ’ s 
co - workers, and observing the employee ’ s behavior and pat-
terns. It is important not to jump to quick conclusions but rather 
to take time to try to clearly understand what is going on and 
avoid making attributional errors. One common error that can 
occur in diagnosing causes of employees ’  behaviors is the fun-
damental attribution error in which,  “ regardless of actual per-
formance, those observing the performance of others are more 
likely to attribute poor performance to internal stable condi-
tions (for example, ability). Because of their different perspec-
tive, performers are more likely to attribute their performance to 
external causes than are observers ”  (Ilgen  &  Davis,  2000 , p. 54). 
Attributing negative performance or behavior to internal causes 
is even more likely if the employee has a history of poor work 
performance (Mitchell  &  Wood,  1980 ). 

 The purpose of diagnosing the cause(s) of CWB is to choose 
an appropriate course of action to take. When supervisors misat-
tribute the cause of behaviors, the selected course of action may 
be inappropriate. For example, when poor performance is attrib-
uted to the person as opposed to the environment, responses 
are more punitive and are aimed at changing the subordinate 
in some way (Green  &  Liden,  1980 ). If the poor performance is 
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actually related to an external cause, punishment is likely to be 
ineffective in changing the employee ’ s behavior and may lead to 
negative consequences. 

 Counterproductive behaviors in the workplace have often 
been handled by creating policies and rules along with enforce-
ment mechanisms that are primarily punitive. However, evidence 
suggests that these measures are not always effective at reducing 
CWB and promoting desirable employee behaviors (Sackett  &  
DeVore,  2002 ). To properly address CWB, it is important to fi rst 
develop an accurate understanding of why employees are engag-
ing in the behaviors and then utilize the causal information 
to help determine appropriate responses, which may include 
non - punitive as well as punitive options. Managers are likely to 
uncover a variety of reasons for undesirable behaviors through 
their observations and discussions with employees. This section 
will explore some potential individual and organizational con-
tributors to CWB that research has detected. 

  Individual Contributors 

 Research indicates that drug and alcohol abuse affects roughly 
17 percent of the workforce, costing organizations about  $ 150 bil-
lion a year in lost productivity and related expenses (Ivancevich, 
 2004 ; Strazewski,  2001 ). Substance abuse can also contribute to 
aggression toward co - workers and subordinates (Greenberg  &  
Barling,  1999 ). Other factors that may play a role in CWB include 
family problems such as divorce, ill parents, ill children, and fi nan-
cial problems. For example, research shows that economic need 
can act as a trigger for employee theft (Mustaine  &  Tewksbury, 
 2002 ). Counterproductive work behaviors may also occur as a 
result of employees ’  personality and psychological issues. Trait 
anger, the tendency to respond in a hostile manner to frustrat-
ing situations (Spielberger,  1991 ), is related to workplace violence 
as well as aggression directed at the organization (Douglas  &  
Martinko,  2001 ; Hershcovis et al.,  2007 ). Fox and Spector ( 1999 ) 
found that anger correlated .59 with self - reported CWB. 

 Supervisors should be careful when diagnosing personal issues 
such as substance abuse, illness, and psychological problems due 
to legal constraints created by the Americans with Disabilities 
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Act (ADA), state legislation, and state common law. One method 
for dealing with substance abuse is to test employees. Because the 
ADA does not protect current illegal drug use as a disability, drug 
testing is permitted under the act. However, state laws may place 
restrictions on drug testing. For example, California ’ s constitu-
tional privacy protection has limited the use of drug testing by 
California employers (Bahis,  1998 ). It is important for employers 
to be aware of state legislative constraints. When a manager sus-
pects that drug or alcohol use is contributing to CWB, it is impor-
tant not to accuse the employee of substance abuse. Erroneous 
accusations regarding substance abuse, psychological problems, 
or physical impairments can lead to defamation claims as well as 
ADA violations under the  “ regarded as ”  category of protection, 
which prohibits discrimination based on incorrect assumptions 
regarding disabilities. 

 Rather than addressing suspicions regarding personal issues, 
supervisors should document and discuss the  specifi c undesir-
able behaviors  that employees are engaging in. If requested by an 
employee, companies must also provide reasonable accommo-
dations for mental or physical impairments under the ADA. It is 
important to note, however, that accommodations need not excuse 
employees from performing essential job functions; someone who 
cannot perform essential job functions is considered unqualifi ed 
and thus not protected ((29 C.F.R. 2(l)(1 - 3)). Additionally, the 
presence of a protected disability does not prevent companies 
from taking disciplinary action in response to employee miscon-
duct (EEOC,  2000 ). Referrals to confi dential Employee Assistance 
Programs (EAPs) can be made to provide employees with assis-
tance they may need for non - work - related issues. These programs 
will be discussed in more detail later in the chapter.  

  Job Context Contributors 

  Poor Interpersonal Relationships 
 The presence of high - quality relationships among employees 
is critical to the success of organizations. Hanson ( 1986 ) found 
that positive interpersonal relationships between managers and 
staff were three times more powerful in predicting profi tability 
in forty major companies than were the three next most powerful 
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variables combined, which included fi rm size and growth rate, 
market share, and capital intensity. Further illustrating the impor-
tance of relationships, interpersonal confl ict in the workplace is 
correlated with a number of CWBs, including sabotage, aggres-
sion, hostility, theft, withdrawal behaviors, production deviance, 
and abuse against others (Boswell  &  Olson - Buchanan,  2004 ; 
Chen  &  Spector,  1992 ; Hershcovis et al.,  2007 ; Spector, Fox, 
Penney, Bruursema, Goh,  &  Kessler,  2006 ). The following sections 
will address research related to undesirable employee behaviors 
resulting from poor relationships with supervisors and co - workers.

   Relationships with Supervisors 
 Research on managerial career derailment lists insensitive, 
abusive, or bullying supervision and micromanagement as two 
aspects of supervision that will derail a manager ’ s career and 
keep him or her from advancing in an organization (McCall  &  
Lombardo,  1983 ). This is likely because these behaviors do not 
promote top employee performance and can contribute to a 
number of undesirable employee behaviors. More recently, atten-
tion has been focused on what is termed  “ toxic ”  leadership and 
management. The term toxic is used because bad behaviors on 
the part of leaders and managers are like toxins; they negatively 
affect people around them (Goldman,  2006 ). 

 Toxic leaders tend to follow a certain set of rules including: 
(1) they must be in control of every aspect of the organization at 
all times, (2) when problems arise they immediately fi nd a guilty 
party to blame, (3) they do not make mistakes or they cover them 
up, (4) their philosophy is  “ do as you are told, ”  (5) they do not 
trust anyone, and (6) they keep up the organization ’ s image at all 
costs (Appelbaum  &  Roy - Girard,  2007 ). This type of leader also 
sends mixed messages, frequently changes directions, and avoids 
making decisions until the last possible moment (Appelbaum  &  
Roy - Girard,  2007 ). Because toxic leaders are often rewarded for 
achieving short - term goals regardless of how they treat people, 
they tend to cause high levels of despair, anger, low morale, poor 
communication, and depression among employees (Brett  &  Stroh, 
 2003 ). Overall, toxic leaders create a work environment that 
can have severe negative effects on employees (Fitzgerald,  2002 ; 
Fitzgerald  &  Eijnatten,  2002 ) and the organization, including 
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CWB (Duffy, Ganster,  &  Pagon,  2002 ) and reduced organiza-
tional performance (Dunlop  &  Lee,  2004 ). 

 Recent research examining supervisors ’  treatment of employ-
ees has indicated that poor leadership is related to interpersonal 
aggression directed toward supervisors (Hershcovis et al.,  2007 ). 
Studies have found that abusive supervision, hostile (non - physical) 
behavior directed at subordinates (Tepper,  2000 ), is also related 
to supervisor - targeted aggression (Inness, Barling,  &  Turner, 
 2005 ). The relationship between abusive supervision and aggres-
sion toward supervisors is particularly strong when the employee 
works due to fi nancial need more than for personal fulfi llment 
reasons (Dupre, Inness, Connelly, Barling,  &  Hoption,  2006 ). 
In addition to aggression, CWB directed at individuals such as 
incivility and CWB targeting organizations such as theft can also 
result from poor supervisory treatment of employees (Andersson  &  
Pearson,  1999 ; Mitchell  &  Ambrose,  2007 ). Organizations should 
be concerned not only about addressing CWB stemming from 
poor supervisor - employee relationships, but should also recognize 
toxic or abusive leaders and take steps to remove them or modify 
their behavior (Appelbaum  &  Roy - Girard,  2007 ). It should not be 
overlooked that toxic leaders themselves may work for another 
toxic leader.    

Relationships with Co - Workers 
 Most people have worked with others who are annoying, disrup-
tive, uncivil, or persistent bullies. Gallup ( 2004 ) estimated that 
roughly 17 percent of employees nationally were actively disen-
gaged from their jobs. These are the cynical, negative individu-
als who constantly complain about how they are treated and try 
to convince others to join their cause. Additionally, studies have 
estimated that 30 percent of the workforce has been subjected 
to bullying behaviors (Rayner, Hoel,  &  Cooper,  2002 ), defi ned 
as  “ persistent hostile treatment in the workplace ”  (Rayner  &  
Keashly,  2005 ). As discussed previously, incivility is also a preva-
lent problem in today ’ s organizations. One of the dangers asso-
ciated with counterproductive co - workers is that they can lead 
recipients of negative behaviors to display CWB themselves. 
Research has found that the experience of incivility is related 
to withdrawal, theft, physical aggression, faking sickness, and 
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decreasing work quantity and quality (Aquino, Tripp,  &  Bies, 
 2001 ; Cortina, Magley, Williams,  &  Langhout,  2001 ; Pearson, 
Andersson,  &  Porath, 2000; Penney  &  Spector, 2005). 

 Co - workers can also create performance problems if they have 
set unrealistically low standards for performance among them-
selves. When Glenn Tilton took over at United Airlines, he says 
the culture was one of indulgence (Personal Communication, 
April 12, 2007). Employees had convinced themselves that they 
deserved to be overpaid for too little work. Pilots were working 
nearly half the number of hours per month as other airlines 
and being paid more than most. This is a situation in which the 
norms of the group created a productivity problem that could be 
characterized as a form of production deviance.   

  Feelings of Injustice 
 Perceptions of fairness in the workplace can lead to a number 
of positive outcomes, including increased motivation, effective-
ness, productivity, and performance (Colquitt, Conlon,  &  Wesson, 
 2001 ; Cropanzano, Bowen,  &  Gilliland,  2007 ; Rupp  &  Cropanzano, 
 2002 ). Organizational justice can also promote positive attitudes 
toward supervisors and increase the degree to which employees are 
willing to accept constructive criticism (Leung, Su,  &  Morris,  2001 ). 
On the other hand, feelings of injustice related to outcomes, pro-
cedures, and interpersonal treatment can have undesirable conse-
quences, including CWB. 

  Distributive justice  refers to perceptions of fairness regarding out-
comes employees receive, such as promotions, pay, and other types 
of rewards (Adams,  1963 ,  1965 ). According to equity theory, out-
comes perceived as fair, comparing one ’ s own inputs and outcomes 
relative to others, can contribute to motivation and performance; 
if rewards are viewed as inequitable, demotivation may result 
(Adams,  1965 ). Perceptions of inequity can also lead employees 
to engage in CWB aimed at the organization as well as individu-
als, including theft, production deviance, including cyberloafi ng, 
sabotage, aggression, and withdrawal (Ambrose, Seabright,  &  
Schminke,  2002 ; Fox, Spector,  &  Miles,  2001 ; Greenberg,  1990 ; 
Greenberg,  1993 ; Lim,  2002 ; Spector, Fox, Penney, Bruursema, 
Goh,  &  Kessler,  2006 ). These acts are typically focused on restor-
ing what employees believe they lost or deserve as a result of 
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the perceived inequity. It is important to note that equity is a per-
ception and may not always be objectively accurate. Nonetheless, 
those perceptions are important and managers should be aware of 
situations that create inequity beliefs. An example:   

 Susan has been working for you for three years. Susan has been a 
solid performer . . .   not earthshaking but dependable  . . .  and has 
received above satisfactory performance evaluations. Recently, you 
have noticed that Susan ’ s performance has been falling off. You 
are concerned about the cause of this recent change. Susan started 
her job at  $ 12.00 per hour three years ago. Since that time she has 
received one pay increase and now makes  $ 12.50 per hour. Her 
counterparts in other departments in the organization and in a 
similar organization across town are making  $ 15.00 per hour. Susan 
feels under - compensated and therefore under - appreciated.   

 One of the causes of demotivation is a sense of inequity, or a per-
ception that one is not being adequately rewarded in comparison 
to others. Rewards can be monetary, time off, cushy assignments, or 
whatever the organization has to distribute. When individuals feel 
they are under - rewarded compared to others, one way to restore 
equity is to reduce one ’ s level of effort. Susan has been doing the 
bare minimum, taking longer breaks than acceptable, and leaving 
early. In this case, perceived inequity has resulted in CWB. 

  Procedural justice  is the perceived fairness associated with pro-
cedures used to determine outcomes (Leventhal,  1980 ; Thibaut  &  
Walker,  1975 ). To be viewed as fair, Leventhal ( 1980 ) asserted 
that procedures should be ethical, applied consistently, and free 
from error and bias. Additionally, fair procedures should include 
opportunities for employees to appeal, grieve, and voice their 
opinions. Research has found relationships between procedural 
justice and CWB aimed at the organization as well as individuals 
(Fox, Spector,  &  Miles,  2001 ). Studies indicate that procedural 
injustice is related to abuse against others, sabotage, theft, with-
drawal behaviors, and production deviance including cyberloaf-
ing (Colquitt, Noe,  &  Jackson,  2002 ; Lim,  2002 ; Schwarzwald, 
Koslowsky,  &  Shalit,  1992 ; Spector, Fox, Penney, Bruursema, 
Goh,  &  Kessler,  2006 ). Moderators of the procedural justice - CWB 
relationship have also been identifi ed. For example, absenteeism 
resulting from perceptions of procedural injustice is particularly 
likely among employees with low power distance orientations 
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(those who see few differences among those with different levels 
of status or power) (Lam, Schaubroeck,  &  Aryee,  2002 ). Alcohol 
tends to exacerbate the effects of injustice on aggression against 
co - workers and subordinates (Greenberg  &  Barling,  1999 ). 

  Interactional justice  includes perceptions of how employees feel 
they are treated by others. Interactional justice consists of two 
components: informational and interpersonal (Bies  &  Moag,  1986 ; 
Colquitt,  2001 ). Informational justice refers to the extent to which 
a decision - maker is truthful and provides an adequate explanation 
for an outcome, while interpersonal justice is concerned with treat-
ing employees with respect and dignity. Research has demonstrated 
that perceived interactional injustice is related to aggression toward 
individuals in the organization (Hershcovis et al.,  2007 ). Feeling 
over - controlled by a supervisor can lead to perceptions of poor 
interpersonal treatment, which can result in aggression toward 
the supervisor (Greenberg  &  Barling,  1999 ; Inness, Barling,  &  
Turner,  2005 ). Aggression toward supervisors is curtailed, how-
ever, when sanctions exist for aggressive behavior (Dupre  &  
Barling,  2006 ). In addition to aggression, research has found that 
interactional injustice is related to theft (Colquitt  &  Greenberg, 
 2003 ; Greenberg,  1993 ; Lind, Greenberg, Scott,  &  Welchans, 
 2000 ), sabotage (Ambrose, Seabright,  &  Schminke,  2002 ), absen-
teeism (Gellatly,  1995 ), and cyberloafi ng (Lim,  2002 ). 

 Greenberg ( 1990 ) examined two plants of a company under-
going pay cuts. Managers agreed to provide different types of 
explanations to employees in the two plants to assess the impact 
of the explanation. In one plant, the reduction in pay was clearly 
explained, remorse and sympathy were offered, and questions 
were answered. In the second plant, employees were merely told 
of the pay cut in a short meeting. In the plant where the remorse-
ful explanation was given, theft rates increased 1.5 percent follow-
ing the reduction in pay, whereas in the plant where no remorse 
was provided, theft increased 5 percent. Clearly, the explanations 
mattered and reactions were different when employees perceived 
they were being treated unfairly.  

  Job Dissatisfaction 
 Job satisfaction is comprised of employees ’  attitudes regarding 
different aspects of their jobs, including pay, job tasks, promotion 
opportunities, supervisors, and co - workers (Locke,  1976 ; Spector, 
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 1997 ). Research has indicated that dissatisfaction with one ’ s job 
is related to theft, tardiness, absenteeism, production deviance, 
sabotage, and aggression (Lau, Au,  &  Ho,  2003 ; Hershcovis 
et al.,  2007 ; Mustaine  &  Tewksbury,  2002 ; Spector, Fox, Penney, 
Bruursema, Goh,  &  Kessler,  2006 ). In properly diagnosing job dis-
satisfaction as a potential cause of CWB, it is important to identify 
specifi c job components that employees are unhappy with.  

  Situational Constraints 
 Situational constraints such as a lack of training may occasionally 
be the cause of performance problems (Grote,  2006 ). According 
to the frustration - aggression hypothesis (Dollard, Doob, Miller, 
Mowrer,  &  Sears,  1939 ; Spector,  1975 ), the inability to perform 
can lead to frustration when the attainment of goals is inhib-
ited; aggression may be a response to this frustration. Results 
of a meta - analysis indicated that situational constraints that may 
exist in organizations, including unavailability of resources and 
training, are related to aggressive acts directed at the organiza-
tion (Hershcovis et al.,  2007 ). Other research has found that 
employees frustrated with organizational limitations may engage 
in sabotage, interpersonal aggression, hostility, theft, produc-
tion deviance, and withdrawal behaviors (Chen  &  Spector,  1992 ; 
Spector, Fox, Penney, Bruursema, Goh,  &  Kessler,  2006 ).  

  Organizational Climate 
 Organizational climate is important for establishing behavioral 
norms and identifying employee conduct that is undesirable in 
the workplace. Climate can be refl ected in tolerance for particu-
lar behaviors, the existence and implementation of policies, and 
expectations - focused training (Williams, Fitzgerald,  &  Drasgow, 
 1999 ). Climates regarding ethics and sexual harassment are 
infl uential antecedents of CWB. Research has found that employ-
ees who are at a conventional level of cognitive moral develop-
ment (those who internalize rules and meet others ’  expectations 
of right and wrong behavior) engage in less theft when there 
is an ethics program in place than when no such program exists 
(Greenberg,  2002 ). Studies have identifi ed organizational cli-
mate regarding sexual harassment as one of the primary contrib-
utors to the occurrence of sexual harassment in the workplace 
(Fitzgerald, Drasgow, Hulin, Gelfand,  &  Magley,  1997 ; Willness, 
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Steel,  &  Lee,  2007 ). The lack of punitive actions taken against 
harassers is a particularly important aspect of an organization ’ s 
sexual harassment climate contributing to the occurrence of 
harassing behaviors (Hulin, Fitzgerald,  &  Drasgow,  1996 ). Setting 
clear behavioral expectations through policies can also help cur-
tail workplace incivility. A number of companies include explicit 
statements regarding employee conduct in their policies. For 
example, Quaker Oats articulates specifi c expectations indicat-
ing that employees must treat one another with consideration, 
dignity, and respect (Pearson, Andersson,  &  Porath, 2000).    

  Dealing with Counterproductive Work Behavior 
 After identifying potential causes of counterproductive perfor-
mance issues, managers should then determine the appropri-
ate course of action to take. The selected action(s) should focus 
on changing employees ’  behaviors as well as addressing diag-
nosed contributors to those behaviors.  “ Discipline as defi ned 
by the behavior and policies of many U.S. organizations means 
punishment.  . . .  The employee errs and management determines 
the penalty that fi ts the crime, operating under the belief that by 
treating the individual progressively worse he will become progres-
sively better ”  (Harvey,  1987 , p. 26). However, punishment alone 
can create an adversarial relationship between managers and 
employees, rather than concentrating on common goals. There 
are certainly behaviors for which immediate punishment or even 
termination is warranted or legally required, such as theft, sexual 
harassment, violence, and sabotage. However, other behaviors, 
such as milder forms of incivility, production deviance, and with-
drawal, may be more effectively addressed exclusively with non -
 punitive approaches or through a combination of non - punitive 
and punitive actions. The following sections will discuss a variety 
of non - punitive and punitive approaches that either alone or in 
combination may be used to effectively deal with CWB. 

  Non - Punitive Approaches 

  Alignment 
 Solutions to performance and behavior problems often empha-
size confrontation and managerial control (that is, discovering 
a performance problem, telling the employee what he or she is 
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doing wrong, and monitoring future performance). As part of 
this process, research has found that many managers fi rst attempt 
to make sense of the problems, an approach referred to as align-
ment (Morris, Gaveras, Baker,  &  Coursey,  1990 ). Alignment 
serves a purpose beyond the establishment of the manager ’ s con-
trol; it creates a new understanding between a manager and an 
employee about how activities are to be performed. In utilizing 
the alignment approach,  “ Managers  . . .  clearly express a prefer-
ence for problem - solving measures that are capable of handling 
problems without necessitating bold and complicated confronta-
tion ”  (Morris, Gaveras, Baker,  &  Coursey,  1990 , p. 308). To han-
dle problems without confrontation, Morris, Gaveras, Baker, and 
Coursey (1990) found that managers do one of the following: 

   1.   Initially pass over the issue and do nothing but continue to 
monitor the employee ’ s performance/behavior. It is possible 
that what happened was a fl uke and will not occur again. This 
is only a reasonable course of action if the problem was not 
severe.  

   2.   Help the employee correct the undesirable behavior without 
making an issue out of the performance or problem.  

   3.   Find technical solutions or adjustments in work arrangements 
that might eliminate the problem. Perhaps the employee 
has great diffi culty arriving on time given morning duties 
at home. The manager might change the employee ’ s work 
schedule to accommodate this.  

   4.   Hold  “ nice meetings ”  wherein a problem is addressed with 
the entire group rather than an individual culprit. While 
managers may use this technique, it is inadvisable as a rou-
tine practice. However, it may be an effective way to restate 
performance expectations.    

 Alignment may also be a useful mechanism to confi rm both 
the existence of CWB and a manager ’ s diagnosis of factors 
contributing to the employee ’ s behavior. To this end, Morris, 
Gaveras, Baker, and Coursey (1990) advocated investigative 
moves in which the manager determines that he or she and the 
employee are in agreement regarding actual and expected behav-
iors. Seeking explanations directly from the employee is also 
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recommended. One manager responded to a question about 
how to deal with an employee who has begun to show disinter-
est in her job by stating,  “ I ’ d try to fi nd out the reason for the 
change and see if she felt unnecessary and would like to become 
the backup in another position or learn something new ”  (Morris, 
Gaveras, Baker,  &  Coursey, 1990, p. 315).  

  Corrective Feedback 
 Constructive feedback or counseling is a good fi rst step in the per-
formance improvement process. This may be a particularly effec-
tive approach for less severe problems for which discipline may 
not be necessary and may cause negative side - effects. Constructive 
feedback can also send a positive message by demonstrating that 
the supervisor is interested in helping the employee. It allows the 
supervisor to better understand what might be the source of 
the problem, and it requires little other than the manager ’ s time 
and effort (Braid,  1986 ). Despite the potential benefi ts of con-
structive feedback, the sensitive and potentially anxiety - provoking 
nature of this approach (Cardno,  2001 ) can result in managers 
avoiding or delaying giving feedback to poor performers (Bond  &  
Anderson,  1987 ; Larson,  1989 ) and distorting feedback to make 
performance seem less negative (Larson,  1986 ). In these cases 
the employee is not getting an accurate picture of the problem. 
It has been reported that negative feedback can sometimes result 
in reduced employee performance (Geddes  &  Baron,  1997 ). 
This may be caused by delay or distortion of feedback as well as 
the way that constructive feedback is received by the employee. 
For example, there is ample evidence that the degree of nega-
tive feedback is often denied by its intended recipients (Kluger  &  
DeNisi,  1996 ). When feedback is denied, increased performance 
rarely follows. Although providing negative feedback can be risky, 
it is often necessary to communicate a gap in desired and actual 
performance (Ilgen  &  Davis,  2000 ). We will next discuss factors 
managers should consider in deciding whether to give corrective 
feedback and in conducting an actual feedback meeting.

   Deciding Whether to Give Corrective Feedback 
 While managers may believe it is their duty and obligation to 
provide corrective feedback to an employee who is displaying 
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a behavior or performance problem, Latting ( 1992 ) suggested 
four guidelines that managers should fi rst consider in deciding 
whether to give corrective feedback. First, corrective feedback 
should only be given if the underlying motive is to help the 
employee by providing information. Feedback should not be 
disguised as corrective if the true intent is to control, to express 
aggression, or to justify a manager ’ s actions. Too often critical 
feedback is given as a substitute for aggression (Bartolome,  1986 –
 1987 ). Second, Latting ( 1992 ) suggested that corrective feedback 
is effective only if the receiver is able and willing to take appro-
priate action. There is little point in giving negative feedback if 
the likely result is a strong negative reaction and low probability 
that positive change will result. Third, the manager should con-
sider whether the organizational system is likely to reward the 
desired behavior before giving corrective feedback. If there is no 
reward for improved performance and no consequence for lack 
of improvement, there is likely little point in providing feedback. 
Finally, the manager should assess his/her standing as a credible, 
trustworthy source before providing corrective feedback. 

 In assessing credibility, the notion of an  “ emotional bank account ”  
may be helpful to examine. Covey ( 1989 ) suggested that every 
employee has an emotional bank account that his or her super-
visor manages. A supervisor makes deposits into an employee ’ s 
emotional bank account with such acts as being straightforward, 
following through, being kind and respectful, and providing sup-
portive feedback. Corrective feedback is viewed as a withdrawal 
from the bank account. When deposits have been minimal, cor-
rective feedback will not be taken well or likely acted upon. It is 
recommended that supervisors maintain a 3 to 1 ratio of deposits 
to withdrawals. Trust in a manager ’ s motives for giving negative 
feedback is also important and should be evaluated. Managers 
tend to overestimate the amount of trust subordinates have in 
them and underestimate the negative effects of emotional bank 
withdrawals on trust and respect (Atwater, Waldman, Carey,  &  
Cartier,  2001 ; Butterfi eld, Trevino,  &  Ball,  1996 ).

    Giving Constructive Feedback 
 Communicating negative feedback to employees is a delicate 
task. Mistakes in attributions such as the fundamental attribution 
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error discussed earlier can occur during the feedback process 
and are one of the major contributors to feedback ineffective-
ness. The ineffectiveness is largely due to differences in causal 
perceptions characteristic of the fundamental attribution error 
which makes disagreement between the feedback source and 
recipient more likely (Ilgen  &  Davis,  2000 ). In providing an 
employee with constructive feedback, it is important to focus on 
accurate internal or external factors that the employee and/or 
manager can control. Softening the blow of negative feedback by 
addressing contributors that are beyond the employee ’ s control 
reduces the likelihood that performance will improve because, 
once the person believes he or she was not responsible, there is 
no need to exert further effort (Ilgen  &  Davis,  2000 ). 

 The tone of negative feedback is also infl uential in how the 
feedback is received by employees. Managers often avoid giving 
negative feedback until their annoyance level is very high, result-
ing in inaccurate recollections (Ilgen, Fisher,  &  Taylor,  1979 ) and 
feedback that is overly harsh and biting (Larson,  1989 ), which can 
decrease employees ’  motivation and self - effi cacy (Deci  &  Ryan, 
 1985 ). Excessively negative feedback may also make the recipient 
more likely to react with verbal aggression toward the sender in an 
attempt to prove a point or discount the accuracy of the feedback 
(Rudawsky, Lundgren,  &  Grasha,  1999 ). Acknowledging positive 
aspects of an employee ’ s work performance or behavior can be 
effective in mitigating negative reactions to constructive feedback 
by maintaining motivation and cooperation (Lizzio,  2003 ). 

 In attempts to improve performance, it is important for man-
agers to set standards so employees can establish appropriate 
goals and to clarify expectations. In addressing standards, man-
agers should clearly communicate gaps in current and desired 
behavior or performance, create a plan of action, and establish 
a mechanism for monitoring progress (Lizzio,  2003 ). The small 
wins strategy for motivating employees (Eden,  1990 ) suggests that 
it is important for individuals to achieve success. Providing rea-
sonable timeframes for employees to meet standards with sensitiv-
ity to individual differences in ability and experience is advisable 
(Bobko  &  Wise,  1987 ). Doing so may mitigate negative reactions to 
feedback and provide employees with the knowledge necessary 
to improve their performance or behavior. Managers may also 
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consider pairing corrective feedback with the promise of rewards 
for better performance. Research has indicated that punishment 
alone is not effective in decreasing absenteeism. Attempts to 
reduce absenteeism were effective, however, when both positive 
reinforcers and punishment were used (Nicholson,  1976 ). 

 As previously discussed, employee voice and the use of explana-
tions are important aspects of organizational justice perceptions. 
Managerial behaviors that increase opportunities for employee 
voice lead to fewer negative reactions to negative feedback and 
help minimize resistance as well as decrease the likelihood of legal 
challenges (Gilliland  &  Langdon,  1998 ). Inviting ideas and reac-
tions to managers ’  feedback can be effective in building commit-
ment for improvement and preventing employees from becoming 
upset (Lizzio,  2003 ). However, managers need to be careful not to 
exhibit certain elements of fair treatment in the absence of others. 
For example, providing the opportunity for employees to voice 
their opinions but failing to consider seriously anything that was 
said can be more damaging than no opportunity for voice at all 
(Folger,  1977 ; Leung  &  Li,  1990 ). Managers can demonstrate that 
they value employees by commenting on and engaging in a discus-
sion of employees ’  ideas and objections (Lizzio,  2003 ). 

 Demonstrating respect for employees and preventing embarrass-
ment are important aspects of interactional justice, which can effect 
how negative feedback is received (Lizzio,  2003 ). When unpleasant 
news must be delivered, an adequate and remorseful explanation 
can help reduce employees ’  negative reactions (Bies  &  Shapiro, 
 1987 ). Research has found that when supervisors provided explana-
tions for negative performance feedback (apologizing for the out-
comes, explaining the event as unavoidable, or justifying it as helpful 
to the individual in the long run), employees reported reduced 
anger and less perceived unfairness (Tata,  2002 ). Moreover, the 
manager ’ s expression of regret also resulted in employees reporting 
a greater intent to change future behavior. 

 In performance situations in which people experience 
repeated negative feedback or punishment, they become some-
what habituated to it and decrease attention to it. They react with 
 “ That is just the way I am, or what I can do ”  and reduce efforts to 
avoid the negative feedback because they have merely accepted it 
as the way it is (Mikulincer,  1994 ). With repeated failures, expec-
tations are lowered (Ilgen  &  Hamstra,  1972 ) and individuals are 
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likely to avoid trying to improve. Redundant information can also 
be viewed as insulting and patronizing (Ilgen, Fisher,  &  Taylor, 
 1979 ) and should be avoided unless it is clear the employee 
doesn ’ t understand what has been said.    

  Self - Management Training for Improving 
Job Performance 

 Self - management has been described as a set of behavioral and 
cognitive strategies that help people structure their environment, 
including the environment at work (Manz,  1986 ), and involves self -
 motivation and understanding of the behaviors needed to meet 
performance standards or goals. Training in self - management as 
a method to improve behavior has been demonstrated in a num-
ber of contexts, including blue - collar workers and sales person-
nel (cf. Frayne  &  Geringer,  2000 ; Frayne  &  Latham,  1987 ). Social 
cognitive theory provides a pertinent backdrop for understanding 
how and why self - management training works (Bandura,  1986 ). 
Essentially, social cognitive theory suggests that self - effi cacy or one ’ s 
belief in his or her ability to do a job, anticipated outcomes, goal set-
ting, and reinforcements operate together to help individuals reach 
performance goals. Self - effi cacy works by infl uencing an individual ’ s 
choices about what behaviors to undertake, how much effort should 
be exerted, and how long to persist when obstacles are confronted. 
Those with higher self - effi cacy perform better because they are will-
ing to exert more effort and will persist longer. The cycle repeats as 
one realizes through effort and persistence that he or she can per-
form, which further enhances self - effi cacy. Research examining the 
effectiveness of self - management has found that this type of training 
increases performance and self - effi cacy (Frayne  &  Geringer,  2000 ) 
and decreases absenteeism (Frayne  &  Latham,  1987 ). 

 To implement self - management training, Frayne and Geringer 
( 2000 ) have outlined the following steps, which describe actions 
that should be taken by the employee: 

   1.   Identify the behaviors to modify (for example, attendance)  
   2.   Establish goals (short - term and long - term) for those behav-

iors (for example, no unplanned missed days for three 
months, no more than three missed days in twelve months, 
excluding actual sick days)  
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   3.   Maintain a record of progress toward goal attainment (for 
example, record attendance weekly)  

   4.   Establish self - rewards and self - punishments for performance 
relative to goals (for example, purchasing a gift for oneself at 
month end)  

   5.   Prepare a written contract with himself or herself that specifi es 
expectations, plans, and contingencies for the changed behav-
ior. This serves as a form of goal commitment. (For example, 
must not miss work; must retire to bed by midnight; no drink-
ing alcohol on work nights; no missed days for three months.)  

   6.   Identify pitfalls to applying the self - management techniques. 
What are the high - risk situations or temptations that may 
cause the individual to withdraw from his or her plans? (For 
example, must turn down invitations to party on weeknights 
or must insist that one return home by 11:30 p.m.)    

  Positive Discipline 
 Positive discipline is a performance management system that 
emphasizes organizational justice, commitment building, and 
individual employee responsibility for performance improvement 
(Osigweh  &  Hutchison,  1989 ). Human resource management 
experts assert that this type of approach is effective because: 
 “ Adult learning theory will tell you that when you treat people 
like adults, they will respond in kind ”  (Falcone,  2007 , p. 107). 
In a positive discipline system, problems are initially addressed 
informally through coaching and counseling, followed by more 
formal steps including an oral reminder, a written reminder, and 
decision - making leave (Osigweh  &  Hutchison,  1989 ). 

 If informal coaching or counseling has not resolved an 
employee ’ s performance problems, an oral reminder should be 
provided to the employee in a formal, documented performance 
improvement discussion with the supervisor. In this meeting, 
the employee should be reminded in a positive rather than a 
punitive manner about specifi c performance expectations and 
the employee ’ s responsibility for meeting those expectations. 
Gaps between actual and desired performance should be clearly 
specifi ed. A discussion of causes and solutions to performance 
defi ciencies is also helpful. If performance problems persist, 
another meeting and a written reminder placed in the employee ’ s 
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personnel fi le are warranted (Osigweh  &  Hutchison,  1989 ). 
Employees can earn the right to have the reminder removed if 
the problem is solved and there are no recurring problems after 
one year. 

 The fi nal stage of positive discipline includes a decision -
 making day in which the employee is given a paid day off to 
decide whether to commit to making the necessary performance 
changes or to resign (Falcone,  2007 ; Osigweh  &  Hutchison,  1989 ). 
In addition, some employers ask employees to prepare a written 
commitment letter on the decision - making day that proposes a 
plan for improving performance (Sunoo,  1996 ). If the employee 
has decided to correct performance defi ciencies, a discussion with 
the supervisor regarding specifi c expectations occurs and a 
documented written reminder is administered. In both the meet-
ing and the reminder, it should be emphasized that failure to meet 
the stated expectations in the future will result in termination 
(Osigweh  &  Hutchison,  1989 ). 

 It could be argued that providing employees with a paid day 
off is simply rewarding them for poor performance. However, 
proponents of positive discipline argue that an unpaid decision -
 making day is equivalent to an unpaid suspension and may result 
in anger, resentment, further performance defi ciencies, and 
other negative organizational outcomes. Paid decision - making 
leave removes the stigma associated with punishment, allows the 
employee to self - refl ect, and may reduce blame placed on others 
for performance defi ciencies (Falcone,  2007 ). Additionally, paid 
leave may act as a demonstration of good faith, can induce guilt 
rather than anger, minimizes the need for employees to save face, 
increases defensibility of the decision if the employee is later ter-
minated, is easier for the supervisor to implement, and is consis-
tent with a culture that espouses the value of treating employees 
with dignity and respect (Grote,  2006 ). Complaints from other 
employees have led some companies to make the decision -
 making leave unpaid. Companies have also opted against paid 
leave for certain offenses such as absenteeism (Sunoo,  1996 ). 

 Union Carbide has implemented a positive discipline system 
throughout a number of its union and non - union facilities in the 
United States and Canada with a great deal of success (Osigweh  &  
Hutchison,  1989 ). Results of employee attitude surveys administered 
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before and after the implementation of positive discipline revealed 
a number of positive changes. After the company began using posi-
tive discipline, supervisors responded earlier to performance prob-
lems, and employees reported higher - quality relationships with their 
supervisors, increased morale, and better - quality communications. 
Additionally, the company has experienced a decline in absentee-
ism as well as disciplinary grievances. Properly training supervisors 
is critical to the success of positive discipline. Union Carbide con-
ducts extensive training focusing on the diffi culties associated with 
discipline, components and philosophy of positive discipline, and 
skill - building in handling performance problems. Their training 
emphasizes the goal of reminders as obtaining an employee ’ s agree-
ment to make desired changes in performance. It is theorized that 
this type of agreement is more likely to improve performance than 
punitive action (Osigweh  &  Hutchison,  1989 ). Other companies 
such as Frito Lay, the Texas Mental Health Department, Verizon, 
and General Electric have also reported successes using positive dis-
cipline as evidenced by reduced turnover, fewer grievances, and bet-
ter attendance (Harvey, 1987).  

  Employee Assistance Programs 
 Employee Assistance Programs (EAPs) emerged in the 1950s 
focusing on mental health and substance abuse issues. Today, 
these programs are provided by an estimated 70 percent of 
companies and provide employees with confi dential assistance 
for a broad range of topics, including mental health, substance 
abuse, marriage/family problems, fi nancial diffi culties, and legal 
issues (Chima,  2002 ; Owens,  2006 ). Employees ’  personal prob-
lems such as these can cost employers up to  $ 200 billion per 
year (McShulskis,  1996 ). Research examining the effectiveness 
of EAPs in addressing personal issues has found that these pro-
grams can decrease employees ’  symptoms and increase their abil-
ity to function (Greenwood, DeWeese,  &  Inscre,  2005 ). EAPs can 
also result in a number of positive organizational consequences 
including increased productivity, improved work relationships, 
and decreased absenteeism (Selvik  &  Bingaman,  1998 ). 

 A recent trend in EAPs that may provide further benefi ts to 
individuals and organizations is the inclusion of employee coach-
ing services. Coaching has been described as  “ a collaborative 
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process that helps people attain their workplace objectives ”  and tends 
to focus on goal - setting, self - directed learning, personal growth, 
egalitarian relationships, and solution development (Triner  &  
Turner,  2005 , p. 1). Coaching services are offered to address a 
variety of issues including employee performance, team building, 
change management, skill development, career development, feed-
back processing, and confl ict management (Morgan, Harkins,  &  
Goldsmith,  2005 ). In making EAP referrals for traditional services 
or coaching, it is important for managers to make employee utili-
zation voluntary rather than mandatory when substance abuse or 
mental/physical health are potential issues (Falcone,  2003 ). In 
these cases, requiring employees to use EAP services could create a 
perceived disability problem under the Americans with Disabilities 
Act. Research suggests that voluntary utilization may be increased 
by developing a written EAP policy, distributing information regard-
ing EAP procedures to employees, and providing supervisors with 
EAP training (Weiss,  2003 ).   

  Punishment — Is It Necessary and Will It Solve 
the Problem? 

 Workforce management issued a report in 2003 detailing the 
ten biggest mistakes made by employers that lead to costly litiga-
tion (Gilmore,  2003 ). Two of these mistakes involve discipline: 
failing to take and document disciplinary action and failing to 
quickly enact progressive discipline in response to poor perfor-
mance. Legal action can result from disciplinary avoidance when 
some type of punitive action for CWB is necessary under the law. 
For example, the EEOC and the U.S. Supreme Court have estab-
lished that companies can be held legally liable if they fail to take 
prompt corrective action in response to sexual harassment in the 
workplace (29 C.F.R.  §  1604.11(d);  Faragher v. City of Boca Raton , 
 Burlington Industries v. Ellerth ). This means that, after determining 
that an instance of sexual harassment has occurred, companies 
must take appropriate action against the harasser. Depending on 
the nature of the harassment, appropriate action may include 
varying degrees of punishment, a combination of punishment 
and non - punitive actions, or termination. 
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 The failure to enact discipline when warranted not only leads 
to costs associated with legal action, but also losses due to 
decreased productivity and lower employee morale. Negative orga-
nizational consequences, including legal claiming behaviors, can 
occur when employees perceive unfair treatment on the job (Lind, 
Greenberg, Scott,  &  Welchans,  2000 ). Part of fair treatment on 
the job involves providing employees with a just disciplinary pro-
cess and appropriate sanctions. This section will discuss how the 
disciplinary process can be utilized by supervisors to appropriately 
address performance - related problems, foster feelings of fairness 
among punishment recipients and others, and avoid costly mis-
takes associated with improper discipline administration. 

  Punishment Research: Supervisors ’ , Recipients ’ , and Observers ’  
Perspectives   

Supervisors ’  Punishment Decisions: Determinants and Goals 
 When determining what sanctions to levy for employees ’  
performance - related infractions, it is important that managers 
consider appropriate factors and apply decision rules consis-
tently. Managers take a number of work - related factors into con-
sideration when determining punishment, including work history 
(Butterfi eld, Trevino,  &  Ball,  1996 ; Fandt, Labig,  &  Urich,  1990 ), 
offense and outcome seriousness (Hook, Rollinson, Foot,  &  
Handley,  1996 ; Liden, Wayne, Judge, Sparrowe, Kraimer,  &  Franz, 
 1999 ; Mitchell, Green,  & Wood,  1981 ; Rosen  &  Jerdee,  1974 ), 
length of service (Rollinson,  2000 ), and fairness perceptions 
(Butterfi eld, Trevino,  &  Ball,  1996 ). Studies have also identi-
fi ed some non - work - related variables that infl uence punishment 
decisions such as effects on the recipients ’  families (Butterfi eld, 
Trevino,  &  Ball,  1996 ), gender (Bellizzi  &  Hasty,  2002 ), liking 
the recipient (Fandt, Labig,  &  Urich,  1990 ), and personal prob-
lems (Klaas  &  Wheeler,  1990 ). Causal attributions also infl uence 
decisions of managers and groups; both prefer more serious 
sanctions for infractions attributed to internal rather than exter-
nal causes (Liden, Wayne, Judge, Sparrowe, Kraimer,  &  Franz, 
 1999 ). Regarding consistency, research has found that, while 
human resource managers rely heavily on their organizations ’  
consistency norms in making punishment decisions, line manag-
ers place less emphasis on the past treatment of employees 
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(Klaas  &  Wheeler,  1990 ). Overall, it appears that managers use 
appropriate work - related factors in making punishment deci-
sions, but also allow concerns related to personal issues to infl u-
ence their judgments and do not always administer discipline 
consistently. Given the costs associated with discipline mistakes, 
organizations should provide managers with training focusing on 
the appropriate discipline decisions and consistent application of 
discipline decision rules. 

 Managers have indicated that they administer punishment to 
accomplish a number of different goals, including changing an 
employee ’ s behavior, earning respect, and sending a message to 
others (Butterfi eld, Trevino,  &  Ball,  1996 ). Do managers actually 
achieve these goals? Is punishment in response to performance 
defi ciencies effective? Research examining the effects of punish-
ment on recipients and observers addresses these questions and 
provides some guidance for managers in making punishment 
decisions and for the punishment administration process.

    Effects of Punishment on Recipients 
 Research has found that recipients do view discipline as effec-
tive in changing behavior and increasing awareness of expecta-
tions (Atwater, Waldman, Carey,  &  Cartier,  2001 ). Consistent with 
recipients ’  beliefs, results of other studies examining discipline 
effectiveness have indicated that discipline can achieve super-
visors ’  goals and have identifi ed some important moderators of 
the discipline - outcome relationship. In a study of supervisor - 
subordinate dyads, subordinates were more likely to perform 
 citizenship behaviors and less likely to engage in destructive 
behaviors when they perceived that they had some control over 
the discipline procedures and sanction determination (Ball, 
Trevino,  &  Sims,  1994 ). In this study, subordinates ’  performance 
improved when they believed that their punishment was appropri-
ately severe and consistent with that of others with similar infrac-
tions. Subordinates with weak  “ just world ”  beliefs (those with just 
world beliefs tend to believe that people get what they deserve) 
and high negative affectivity were particularly likely to perceive 
that they had less control and view the disciplinary action as 
overly harsh. Thus, individual differences as well as components 
of procedural justice such as voice and consistency infl uence the 
extent to which discipline results in desired employee behaviors. 
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 Even when discipline effectively modifi es employees ’  behaviors, 
research indicates that recipients may experience a variety of nega-
tive consequences that supervisors should be aware of. In a study 
examining employees ’  and managers ’  perceptions, discipline recip-
ients reported experiencing bad feelings about their organization 
and job, income loss, loss of respect for the manager, unhappiness, 
anger, and embarrassment (Atwater, Waldman, Carey,  &  Cartier, 
 2001 ). Recipients also indicated that they believed managers used 
discipline as a demonstration of power and authority, because of 
personality confl icts, and for unknown reasons. In comparing per-
ceptions of managers and recipients, this study further found that 
recipients were more likely to believe that the discipline was not 
handled properly and to believe that discipline was less justifi ed. 
Punishment can also result in anger and hostility, which have been 
found to contribute to CWB (Judge, Scott,  &  Ilies, 2006). Feelings 
of injustice among unionized employees can result in an addi-
tional negative consequence, that is, discipline opposition in the 
form of a grievance (Gordon  &  Bowlby,  1989 ). It is recommended 
that managers become more aware of the negative consequences 
perceived by recipients and receive training in how to communi-
cate clear performance - related concerns leading to the discipline 
(Atwater, Waldman, Carey,  &  Cartier,  2001 ). Fewer negative conse-
quences should occur when employees know what behaviors will 
result in punishment and when they perceive punishment as fair. 

 Other research examining discipline recipients has suggested 
that gender may contribute to perceptions of discipline fairness. 
Atwater, Carey, and Waldman ( 2001 ) found that when women 
administered discipline, they were viewed as less effective and 
the punishment was perceived as less fair than when discipline 
was levied by men. Interestingly, men who were disciplined by 
women perceived the most problems with the discipline process 
and reported the most negative outcomes. Follow - up studies 
indicated that these perceptual differences may be due to gen-
der biases as well as different behaviors exhibited by male and 
female supervisors in the discipline process. Managers should be 
aware of gender - based perceptual and behavioral differences and 
receive training in proper discipline administration. 

 When disciplining employees, managers often utilize social 
accounts to explain why punishment is needed (Butterfi eld, 
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Trevino,  &  Ball,  1996 ). Social accounts, which may include excuses, 
justifi cations, and apologies, can be effective tools for manag-
ing subordinates ’  perceptions of fairness if the explanations 
are viewed as adequate (Bies,  1987 ). Research has found that 
face - saving explanations that allow recipients to experience less 
embarrassment or maintain their self - images result in increased 
perceptions of interactional fairness and more positive evalua-
tions of the supervisor (Charles  &  Atwater,  2008 ). In the study 
done by Charles and Atwater, apologizing for the delivery of dis-
ciplinary action and for its negative effects was particularly effec-
tive in increasing justice perceptions, while justifi cations were 
associated with the most positive behaviors, including changing 
future behaviors and improving performance. Refusing to pro-
vide an explanation negatively affected recipients ’  attitudes and 
behaviors. The study also found that employees in low - qual-
ity supervisor/subordinate or leader member exchange (LMX) 
relationships reacted to discipline more negatively than those 
who had high - quality relationships with their supervisors. Tata 
( 2002 ) also found evidence of the effectiveness of apologies in 
reducing anger, increasing interpersonal justice perceptions, 
and intentions to change future behaviors. In this study, apolo-
gies also heightened the effectiveness of excuses (explaining why 
there was no other choice available) when the two types of social 
accounts were combined.    

Effects of Punishment on Observers 
 Research has found that the use of punishment and termination 
in response to performance problems is positively related to over-
all unit performance (O ’ Reilly  &  Weitz,  1980 ). It is suggested that 
the relationship between sanctions and unit performance might 
be explained by social learning theory; observers learn from the 
punishment of others and change their own behaviors. Consistent 
with this view, a study of student temporary workers indicated 
that observers who witnessed a supervisor reducing the pay of 
another employee subsequently increased their performance more 
than those who witnessed a threat of a pay cut or no punishment 
(Schnake,  1986 ). Research has also found a positive relationship 
between the use of appropriate punishment and observers ’  reported 
motivation, productivity, and satisfaction (O ’ Reilly  &  Puffer, 1989). 

c11.indd   387c11.indd   387 7/1/09   10:56:47 AM7/1/09   10:56:47 AM



388  Performance Management

Interestingly, observers in this study perceived inequity when 
deserved punishment was not administered. This fi nding suggests 
that justice perceptions may play a key role in the way observers 
react to the punishment of others in the workplace. 

 Trevino ( 1992 ) presented a justice - based framework for observ-
ers ’  perceptions of punishment in organizations that is a useful 
tool for examining how employees react to a co - worker ’ s disci-
pline. The model views punishment in a larger social context 
and posits that employee misconduct and subsequent managerial 
responses infl uence observers ’  perceptions of justice and future 
attitudes and behaviors. In support of Trevino ’ s ( 1992 ) model, 
research has indicated that observers hold justice - based views 
regarding whether and how poor performers should be punished 
and that the consistency of punishment with co - workers ’  expecta-
tions affects their turnover intentions and attitudes toward their 
managers (Neihoff, Paul,  &  Bunch,  1998 ). Research also suggests 
that punishment creates expectations regarding future sanctions 
for unethical behaviors. Results of a study examining sexual 
harassment and sabotage found that when an employee was pun-
ished harshly for these forms of unethical and counterproductive 
work behaviors, observers expected harsh punishment for future 
unethical acts (Trevino  &  Ball,  1992 ). Observers in the study 
also viewed harsh punishment as more fair for unethical acts 
and reported more positive emotions than when the employee 
received more lenient punishment or no punishment at all. 
Interestingly, research has found that vicarious learning can 
occur even in instances when discipline is perceived as unfair by 
observers (Atwater, Waldman, Carey,  &  Cartier,  2001 ). However, 
this learning, particularly if it takes place when a discipline event 
occurred in public, is often accompanied by negative conse-
quences such as negative emotions and negative feelings regard-
ing the supervisor. So while it may be advantageous for others to 
know the severity of a discipline event, the discipline should not 
be delivered in front of observers.    

  Progressive Discipline 

 Progressive discipline originated in the 1930s as a response to the 
National Labor Relations Act of 1935 establishing  “ just cause ”  
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standards for discipline and termination (Guffey  &  Helms, 
 2001 ). In a progressive discipline program, managers formally, 
directly, and promptly communicate problems, including per-
formance defi ciencies, to employees (Falcone,  1998 ). The fail-
ure to meet performance standards or goals results in sanctions 
beginning with an oral warning then progressing to more severe 
actions for repeat offenses, including written warnings, suspen-
sion, and termination (Guffey  &  Helms,  2001 ). To ensure due 
process (a critical element for the success of progressive disci-
pline), it is important that supervisors do the following: (1) com-
municate specifi c expectations and consequences for failing to 
meet expectations, (2) provide suffi cient time for performance 
improvement, (3) make sure that discipline is administered con-
sistently, (4) provide employees with an opportunity to respond, 
and (5) ensure that the selected sanction is appropriate for the 
infraction (Falcone,  1997 ; Falcone,  2000 ). 

 One of the most important factors in determining appropri-
ate sanctions is the severity of the employee ’ s offense (Falcone, 
 1998 ). Severity can be assessed using the following criteria (Leap  &  
Crino,  1998 ): 

   1.   The extent to which incident created disruption to the 
workfl ow  

   2.   Damage to products or equipment  
   3.   Whether a safety hazard was created  
   4.   Whether a customer or employee suffered bodily injury  
   5.   Conduct in light of training or professional norms  
   6.   Whether the behavior was a legal violation  
   7.   If the behavior resulted in misappropriation of resources  
   8.   The impact on morale of co - workers  
   9.   Whether the behavior is a danger signal for more serious 

problems  
   10.   If employee ’ s actions damaged the image of the organization  
   11.   If problem undermined management ’ s authority    

 In addition to severity, managers should consider the ease with 
which the behavior can be corrected, how similar issues were 
dealt with in the past, and the employee ’ s past performance and 
tenure when determining appropriate punishment (Falcone, 
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 1998 ; Leap  &  Crino,  1998 ). Mitigating circumstances and factors 
beyond the employee ’ s control (for example, weather, unclear 
instructions, inadequate supervision, or others) are also impor-
tant to examine (Leap  &  Crino,  1998 ). 

 Meeting with the employee to communicate performance defi -
ciencies and resulting disciplinary action is a potentially unpleas-
ant and diffi cult task. Day ( 1993 ) has suggested the following 
guidelines to increase the effectiveness of disciplinary meetings: 

   1.   Be clear about what you hope the discipline will accomplish. 
The person should not leave wondering what the conversa-
tion was all about.  

   2.   Meet in private.  
   3.   Be calm. Don ’ t attempt to deliver discipline when you are 

angry or upset.  
   4.   Schedule a meeting with  little  lead time. Allowing too much 

time leads to greater defense building.  
   5.   Allow enough time for the meeting and don ’ t allow inter-

ruptions. This sends a message that the discipline meeting is 
important.  

   6.   Prepare opening remarks. A minor amount of small talk is 
OK, but quickly get to the point.  

   7.   Don ’ t be evasive about the purpose.  
   8.   Allow the person to share his or her side and be willing to 

take criticism.  
   9.   Establish a follow - up plan (two to three weeks).  
   10.   End on a positive note, letting the person know you are con-

fi dent in his or her ability to change behavior in a positive 
way in the future.    

 Although progressive discipline systems offer the advantages 
of emphasizing the serious nature of continuing offenses and 
providing employees with a series of corrective opportunities 
before termination, a number of disadvantages have been cited 
(Grote,  2006 ; Guffey  &  Helms,  2001 ). Critics of progressive 
discipline argue that this type of system obligates supervisors to 
administer discipline for every offense, consumes too much of a 
supervisor ’ s time, focuses more on past offenses than on perfor-
mance improvement, leads to adversarial supervisor - subordinate 
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relationships, takes away employee responsibility for performance 
improvement, and fosters supervisory resistance to discipline 
resulting in the tolerance of performance defi ciencies (Osigweh  &  
Hutchison,  1989 ). Supervisors may also delay the process until the 
problem is so severe that it is necessary to build a case for dismissal. 

 It has been asserted that many of the disadvantages associ-
ated with progressive discipline may be alleviated by implement-
ing aspects of positive discipline programs described previously 
(Guffey  &  Helms,  2001 ). Companies that wish to retain some of 
the benefi cial punitive components of a progressive disciplinary 
system while decreasing their negative effects might consider 
utilizing a hybrid model in which positive discipline reminders 
are incorporated into the progressive discipline process. This 
type of system has been implemented with some success by the 
Internal Revenue Service (IRS) as a response to problems with 
the agency ’ s disciplinary program, including racial disparities 
in the administration of disciplinary actions. Some of the positive 
discipline actions taken by the IRS include diversity awareness 
training, the development of  “ rules of conduct ”  lesson plans, and 
policy reminders (Guffey  &  Helms,  2001 ).  

  Discipline Recommendations 

 The administration of discipline is an important and diffi cult task 
with effects reaching beyond the recipients alone. In this section, 
we have highlighted studies examining the effects of discipline 
on employees with performance or behavior issues, their co - workers, 
managers, and organizations. Overall, research results indicate 
that thorough investigation, planning, and preparation are essen-
tial to disciplinary effectiveness. Specifi c recommendations aris-
ing out of this research regarding making punishment decisions 
and holding a disciplinary meeting include the following: 

   1.   Determine whether there are legal issues that should be 
taken into account.  

   2.   Consider only work - related factors.  
   3.   Apply policies and decision - making rules consistently.  
   4.   Allow employees a voice in the discipline process.  
   5.   Make the punishment consistent with the severity of the offense.  
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   6.   Provide managers with discipline - related training.  
   7.   Provide employees with clear explanations coupled with apol-

ogies for the ill effects on the recipient.  
   8.   Communicate clear performance expectations.  
   9.   Communicate specifi c consequences for future infractions.  
   10.   Provide employees with suffi cient time to improve their per-

formance or change their behavior.  
   11.   Express confi dence in the employee ’ s ability to improve     

  When All Else Fails — Termination 

 Unfortunately, there are situations in which managers ’  efforts 
to diagnose performance problems, develop non - punitive per-
formance improvement strategies, and administer disciplin-
ary actions do not result in increased employee performance 
or improved behavior. At this point, employers should strongly 
consider termination. In fact, the failure to promptly terminate 
poorly performing or problem employees has been cited as one 
of the most costly legal mistakes that employers make. Long - term 
retention, in spite of continued performance defi ciencies or 
behavior problems, can result in losses due to missed opportuni-
ties and organizational ineffi ciencies (Lind,  1997 ), can decrease 
the veracity of a performance - based defense, and may increase the 
likelihood of legal action (Gilmore,  2003 ). Under the doctrine of 
 negligent retention  (failing to terminate when it is clearly called for), 
the legal risk associated with failing to terminate is particularly 
high in situations involving known substance abuse, threats of or 
actual workplace violence, as well as severe forms of incivility in 
which an employee presents a foreseeable risk of harm to oth-
ers (Zugelder, Champagne,  &  Maurer, 2000). In addition to legal 
risk, postponing termination of employees with performance 
problems can lead to a number of other negative organizational 
consequences such as resentment by co - workers who may have to 
bear unfair workloads (Grote,  2006 ). 

 After making the decision to terminate a poorly performing 
or problem employee, two issues should be reviewed in prepara-
tion for the termination discussion. First, it is important to con-
sider legal parameters that may place restrictions on employee 
termination. Second, some thought should be given to the 
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termination process and how the termination decision is com-
municated to the employee. 

  Legal Parameters: Employment At - Will and Its Exceptions 
 According to the doctrine of employment at - will, employment 
relationships formed for an indefi nite period of time can be 
terminated at - will by either the employee or the employer 
(Dunford  &  Devine,  1998 ). Although this doctrine is the prevail-
ing standard today, a number of contractual, common law, and 
statutory exceptions place restrictions on employee termina-
tion. For example, employment at - will status can be negated by 
a collective bargaining agreement or written contract establish-
ing  “ just cause ”  termination standards or other contractual terms 
such as length of employment (Muhl,  2001 ; Rothstein, Craver, 
Schroeder,  &  VanderVelde,  1994 ). If there is an explicit agree-
ment in place, the manager should identify the termination pro-
visions and ensure that they have been properly followed. 

 Contractual obligations can also be enforceable under the 
implied contract common law exception to employment at - will 
recognized by many states (Muhl,  2001 ). Implied contracts can 
be created by statements made in employee handbooks estab-
lishing  “ just cause ”  termination standards and delineating pro-
cedures to be followed prior to termination (Rothstein, Craver, 
Schroeder,  &  VanderVelde,  1994 ). If a  “ just cause ”  standard or 
specifi c discipline and termination processes exist, the manager 
should ensure that the company has documentation of inad-
equate performance, defi ciencies have been communicated to 
the employee, and processes have been properly followed. Some 
states also recognize other common law exceptions, including 
the covenant of good faith and fair dealing, which prohibits ter-
minating employees for the purpose of depriving them of ben-
efi ts earned during their employment, and public policy, which 
prohibits terminating employees for refusing to perform an ille-
gal act, whistle - blowing, exercising legal rights, and performing a 
civic duty (Rothstein, Craver, Schroeder,  &  VanderVelde,  1994 ). 
Wrongful termination claims based on these exceptions can be 
minimized by ensuring that there is performance or behavior -
 related documentation to support the termination decision and 
that issues related to public policy are not present in poorly 
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performing employees ’  situations. For a more comprehensive 
discussion of state common law exceptions to employment at - will, 
see Walsh and Schwartz ( 1996 ). Termination restrictions can also 
be found in state statutes. Employers should check with state gov-
ernment employment agencies in states in which their companies 
operate for comprehensive information regarding state statutes. 

 A number of federal statutes have been passed that create restric-
tions on employee terminations in all states. For example, it is illegal 
to terminate an employee for engaging in union activities (National 
Labor Relations Act of 1935), exercising minimum wage and over-
time pay rights (Fair Labor Standards Act of 1938), reporting 
safety violations (Occupational Safety and Health Act), exercising 
vested pension rights (Employee Retirement Income Security Act), 
and whistle - blowing (Civil Service Reform Act, the Whistleblower 
Protection Act, and the Sarbanes - Oxley Act). Federal statutes also 
prohibit termination for a discriminatory reason. Illegal bases of 
discrimination include sex, pregnancy, race, national origin, color, 
religion (Title VII of the Civil Rights Act of 1964 and the Equal Pay 
Act), age (Age Discrimination in Employment Act), and disability 
(The Americans with Disabilities Act and the Rehabilitation Act). 
Discrimination laws have also made it illegal to terminate employees 
in retaliation for fi ling discrimination claims, participating in a dis-
crimination investigation, or opposing what is reasonably believed 
to be a discriminatory practice. To decrease the possibility of retali-
ation claims being brought by terminated employees and increase 
the chance of winning such claims that do arise, legal experts 
have suggested that employers carefully document performance 
problems early, communicate clear performance expectations to 
employees, apply discipline and termination policies consistently, 
and provide the employee with honest, specifi c reasons for the ter-
mination (Archer  &  Lanctot,  2007 ).  

  Process Considerations 
 Legal experts have suggested that organizations make a number 
of mistakes in the termination process that contribute to wrong-
ful discharge claims, including breaching progressive discipline 
rules, poor treatment of the employee during termination, fail-
ing to provide outplacement services, and failing to recognize 
the psychological diffi culty caused by termination (Tobias,  2000 ). 
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This section will examine legal research examining specifi c factors 
in the termination process that increase the likelihood of legal 
action and will make recommendations for properly handling the 
termination process. 

 Academicians have theorized that perceptions of injustice 
may explain why mistakes made in the termination process 
increase the likelihood of legal action (Dunford  &  Devine,  1998 ). 
Research examining the relationship between treatment of 
employees during the termination process and subsequent legal 
claiming behaviors has found support for the mediating role of 
justice perceptions. In a study of unemployed individuals who 
had lost their jobs, results indicated that longer notice of termi-
nation and assistance in fi nding a new job positively affected per-
ceptions of fair treatment during termination (Lind, Greenberg, 
Scott,  &  Welchans,  2000 ). Perceptions of fair treatment among 
the participants were signifi cantly negatively related to consider-
ation of legal claiming, which predicted actual claiming behav-
iors. There was also a signifi cant positive relationship between 
blaming the employer and legal claiming for fi red employees. 
Further research on blame has indicated that terminated employ-
ees are more committed to legal claiming when they make exter-
nal attributions, blaming their supervisor or the organization 
for their termination (Groth, Goldman, Gilliland,  &  Bies,  2002 ). 
This fi nding was particularly true for employees with longer ten-
ure. It is suggested that fair procedures may help reduce external 
attributions made by terminated employees, thus reducing legal 
claiming behaviors. 

 In a study examining the interactive effects of distributive, pro-
cedural, and interactional justice, Goldman (2003) found that 
distributive justice signifi cantly affected legal claiming when both 
procedural and interactional justice were low, suggesting that 
legal action may be reduced by implementing fair termination 
procedures and by ensuring that employees are treated appro-
priately during the time of termination. Results of the study fur-
ther indicated that state anger (a temporary emotion) and trait 
anger (a more permanent personality orientation) help explain 
the relationship between justice and legal claiming. For exam-
ple, when injustice is perceived, a terminated employee feels 
anger about the situation and the anger affects legal claiming. 
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Additionally, results indicated that those high in trait anger are 
more likely to engage in legal claiming as a result of perceived 
injustice than those low in trait anger (presumably because trait 
anger is more likely to persist than state anger). 

 From an ethics perspective, employees deserve fair processes 
and treatment during terminations (Van Bogaert  &  Gross - Schaefer, 
 2005 ). As indicated by research, fair termination procedures and 
considerate treatment can mitigate the potential  negative effects 
of termination, including legal claiming (Goldman,  2003 ; Groth, 
Goldman, Gilliland,  &  Bies,  2002 ; Lind, Greenberg, Scott,  &  
Welchans,  2000 ). Perceptions of procedural justice can be 
enhanced in the termination process by providing employees 
with input and voice, consistently applying procedures, and pro-
viding for appeals (Goldman,  2003 ). Viewing termination as the 
fi nal step in a progressive or positive disciplinary process and 
allowing employees to express their opinions, to provide and 
receive feedback regarding their performance, and to appeal 
performance evaluations and disciplinary actions throughout 
the process are effective ways to increase feelings of procedural 
fairness. These measures could provide the additional benefi t of 
reducing attributions of employer blame for poor performance 
and subsequent termination (Groth, Goldman, Gilliland,  &  Bies, 
 2002 ). Exit interviews may also provide terminated employees 
with a voice and provide employers with valuable information 
regarding employees ’  opinions and concerns. 

 To increase perceptions of interactional justice, managers 
should treat employees with dignity and respect during the ter-
mination process and offer them truthful explanations regard-
ing why they are being terminated (Goldman,  2003 ; Lind, 
Greenberg, Scott,  &  Welchans,  2000 ). Potentially humiliating 
practices such as conducting terminations in front of others and 
immediately escorting a terminated employee from the work-
site should be avoided if possible (Dunford  &  Devine,  1998 ; 
Lyncheski,  1995 ). To properly prepare supervisors for the proc-
ess of terminating poorly performing employees, companies 
should provide training focused on fair procedures, appropri-
ate treatment, anger responses, and confl ict management tech-
niques (Goldman,  2003 ).  
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  Termination Recommendations 
 Organizations face legal risks and other negative outcomes if termi-
nations are not justifi ed and handled properly. In this section, we 
have outlined federal and state statutory and common law as well 
as termination process issues identifi ed by research that should be 
considered prior to terminating employees. Specifi c recommenda-
tions based on termination law and research are as follows: 

   1.   Determine whether the employee is at - will or if there are 
contractual terms or collective bargaining agreements to be 
aware of.  

   2.   Make certain that the termination does not violate federal or 
state statutes or common law.  

   3.   Determine whether the company ’ s disciplinary policies were 
correctly and consistently applied prior to the termination.  

   4.   Ensure that performance -  or behavior - related documentation 
exists that substantiates the termination.  

   5.   Ensure that past performance or behavior defi ciencies have 
been communicated to the employee.  

   6.   Communicate honest, specifi c reasons for the termination to 
the employee.  

   7.   Provide appropriate notice of termination, except in situa-
tions that warrant immediate termination such as aggression 
toward a co - worker, sabotage, and theft.  

   8.   Treat terminated employees with dignity and respect.  
   9.   Conduct terminations face - to - face in a private setting.  
   10.   Provide employees with opportunities to voice their opinions 

and opposition.  
   11.   Provide managers with termination - related training.       

  Summary 
 This chapter has addressed myriad types of CWBs, their poten-
tial causes, and suggestions for remediation. Clearly, CWB is a 
major problem in organizations today, and it is often ignored or 
addressed improperly (for example, too late, with intense emo-
tion, without offering solutions). In the interests of employee 
morale, productivity, and potential legal action, CWB needs to be 
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taken seriously. It is our hope that this chapter has provided use-
ful insights for managers in recognizing and handling CWB in 
their organizations.  
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CHAPTER       12    

FORCED RANKINGS: PROS, 
CONS, AND PRACTICES          
  Peter G. Dominick   

   “ The new law of evolution in corporate America seems to 
be survival of the unfi ttest. Well, in my book you either do 
it right or you get eliminated . . . .  ”  
 Gordon Gecko in Oliver Stone ’ s film,  
WALL STREET .    

  You can ’ t eat the orange and throw the peel away — a man 
is not a piece of fruit. 
 Willy Loman, in Arthur Miller ’ s play,  
THE DEATH OF A SALESMAN    

 A 2005 survey conducted by the Society for Human Resource 
Management (SHRM) asked,  “ Does your organization utilize 
forced ranking (for example, a system whereby a specifi ed per-
centage of those being evaluated must receive the highest and low-
est ratings) to evaluate employees? ”  Of the 330 human resource 
professionals who responded, 276 (almost 84 percent) reported 
that their companies did not use forced ranking. Another eleven 
respondents reported that their companies used no form of per-
formance appraisal (about 3.3 percent of the entire sample). 
Among the forty - three people who indicated their companies did 
use forced ranking, only two (less than 1 percent of the entire 
sample) reported that their forced ranking process always led 
to employee terminations. Another seventeen indicated that no 
employees were ever dismissed as a result of the process.  1   
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 Although the popularity of forced ranking may be on the 
rise, as these survey results suggest, it is hardly the prevailing 
approach to performance evaluation.  2   Arguably however, during 
the past several years, no other aspect of performance manage-
ment has garnered as much attention in the popular press. Since 
2000, articles about forced ranking have appeared in such prom-
inent international media outlets as  Time  (Greenwald,  2001 ), 
 The New York Times  (Abelson,  2001 ; Anonymous,  2003 ; Holland, 
 2006 ),  BusinessWeek  (McGregor,  2006 ),  Fortune  (Boyle,  2001 ),  The 
Economist  (Anonymous,  2000 ),  Financial Times  (Donkin,  2005 , 
 2007 ),  The Chicago Tribune  (Osterman,  2003 ), and  USA Today  
(Armour,  2003 ). This attention is due in part to the high profi le 
of one of its major proponents, Jack Welch, but it also refl ects 
the fact that forced ranking is a topic that elicits strong visceral 
reactions from laypersons, human resource (HR) professionals, 
and researchers alike. 

 On one hand, the process is used by many admired companies 
such as General Electric (GE), Sun - Micro Systems, and Hewlett -
 Packard (Grote,  2005 ). Its proponents laud the approach for its 
abilities to promote more accurate ratings, identify high - potential 
employees, and hold poor performers accountable. On the other 
hand, forced ranking has been tried and rejected by other nota-
ble companies like Xerox and PepsiCo (Olson  &  Davis,  2003 ). 
Still others like Goodyear and Ford have backed away from forced 
ranking, at least in part because of the legal land mines they found 
themselves confronting. The process also has the dubious dis-
tinction of being linked to Enron (Greenwald,  2001 ), with some 
characterizing it as emblematic of the cutthroat, backroom deal -
 making culture that led to the company ’ s demise (Shermer,  2008 ). 

 This chapter reviews the rationale underlying the use of forced 
rankings in performance management and explores why it is so 
controversial. Drawing upon research and the experiences of 
organizations that have adopted the approach, it describes what 
we know about its effectiveness overall and in relation to other 
performance appraisal techniques. Is the process, for example, 
as demoralizing as many of its detractors assert? Can one ever 
say, as do some of its advocates, that forced ranking is superior 
to other well - designed and executed approaches to managing 
performance? This chapter also discusses important situational 
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and legal considerations that must be taken into account and 
stresses important steps to keep in mind when trying to imple-
ment forced ranking. It concludes with some thoughts about 
how forced ranking should be considered in relation to several 
emerging trends, perspectives, and challenges shaping human 
resource practices today.  

  Defi ning Forced Ranking 
 Virtually all performance rating systems can be grouped into one of 
two general categories:  absolute  and  relative  (Cascio,  1991 ). Absolute 
systems such as behaviorally anchored rating scales (BARS), weighted 
checklists, and behavioral observation scales (BOS) involve making 
judgments about people in relation to descriptions of job - related 
behaviors and/or traits. Under such systems, all individuals are 
independently assessed against the same standards, and it is con-
ceivable that multiple individuals could attain essentially the same 
rating in relation to either specifi c behaviors and traits or overall 
performance. 

 Relative rating and forced ranking are synonymous terms. 
Such approaches require raters to assess individuals in relation 
to one another. The criteria used for making those comparisons 
might (and typically does) include job - related behaviors and 
traits, but ratees ’  assessment results are determined by where 
they are positioned in relation to others in a given peer group. In 
other words, the main objective is not  just  to determine whether 
a particular person is a highly effective, adequate, or poor per-
former but to be able to say who is best, who is next best, right 
on down, in some cases, to who is worst. 

 The term  “ forced ranking ”  is frequently used by the popular 
press, employment professionals, and researchers to describe all 
forced ranking systems (Olson  &  Davis,  2003 ). There are, how-
ever, various forms of forced rankings. This fact should be kept in 
mind when considering the relevance of pros and cons espoused 
by supporters and critics of the systems. One should also note 
that different writers have used different terms to describe the 
same variation of forced ranking. For instance, that which man-
agement consultant Dick Grote calls  “ forced ranking ”  in his 2005 
book,  Forced Ranking , others have called  “ forced  distribution. ”  
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At the same time, Grote uses the term forced distribution to 
describe another variant. For the purposes of this chapter, 
I will describe some common variations drawing where appropri-
ate on the labels used by Grote. 

 The most basic approach is sometimes referred to as a  “ totem 
pole ”  approach because it involves ranking all employees in a 
particular work group from best to worst. 

  Forced or fi xed distribution methods  come in several sub - variants. 
The most controversial tends to use a normal distribution in 
which employees are slotted into the bell curve of a normal 
distribution and then described by the percentage group they 
represent (for example, the top 10 percent). The use of quartile 
distinctions (such as top 25 percent, top 50 percent, bottom 
50 percent, and bottom 25 percent) is another variant. In many 
cases, once an individual is assigned to a quartile, he or she is typi-
cally further ranked against others in the same quartile (Olson  &  
Davis,  2003 ). Still, in other cases organizations might only use the 
distribution method to identify those people who are among 
the very best or very worst (perhaps the top 10 percent of a work-
force or the bottom 10 percent) performers. According to Grote 
( 2005 ), another distinguishing characteristic of a forced distribu-
tion system is that an organization ’ s performance appraisal cri-
teria are the basis for locating people within the distribution. 
He also includes under this label any rating distribution scheme 
regardless of whether it is required (forced) or recommended 
(guidelines) (Grote,  2005 , p. 140). 

 According to Grote, the term “ forced ranking ” applies to those 
systems that operate independent of and in addition to an orga-
nization ’ s performance appraisal process. It is this variant that 
was made famous (or infamous, depending on your point of view) 
by Jack Welch and General Electric. While the assessment criteria 
still need to be job - related, they are usually different from those 
used in the formal appraisal process. The approach still requires 
some sort of ranking distribution scheme (for example, General 
Electric ’ s top 20 percent; vital 70 percent; bottom 10 percent), 
but by being independent of the appraisal process it serves to 
further highlight comparisons between individuals (Grote,  2005 , 
p. 140). Table  12.1  provides examples of several rating distribu-
tion schemes.   
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416  Performance  Management

 Finally, before turning to a discussion of the positions for and 
against forced ranking, it is important to realize that, in addition 
to the distinctions described above, forced ranking systems also 
vary based on design features and policies unique to a particu-
lar organization. Even forced ranking supporters acknowledge 
that their fairness and usefulness depend largely on how they 
are implemented and whether or not they are accompanied by 
other changes in the overall performance management system. 
For example, General Electric initially assigned employees to one 
of fi ve grades but streamlined that into three grades.  “ We had a 
system where 90 percent of employees felt demoralized, ”  says Bill 
Conaty, senior vice president of human relations (Grote,  2005 ). 

 It is perhaps within the details of such policies that much of 
the controversy regarding forced ranking ultimately resides. For 
instance, Blume, Baldwin, and Rubin ( 2007 ) identifi ed four pro-
gram design elements that could affect fairness perceptions and 
infl uence applicant attraction perceptions: (a) the consequences 
for low performers (for example, termination versus development), 
(b) the differentiation of rewards among high and low performers, 
(c) comparison group size, and (d) the frequency and consistency 
of feedback. Earlier, Folger and Cropenzano ( 1998 ) stressed that 
for any type of rating format to be viewed as fair it should provide for 
performance and developmental goals, be based on behaviors, and 
be based on detailed information. While these features are more 
readily associated with absolute rating systems, they can and some-
times are integrated with forced ranking systems.  

  The Pros and Cons of Forced Ranking Systems 
 Most arguments for and against the process can be grouped in 
relation to four general concerns that are important to people 
on both sides of the debate. These are concerns for fairness and 
accuracy; performance; morale; and legal compliance. For each of 
these areas, I ’ ll fi rst describe the general positions taken by advo-
cates and opponents of forced ranking. Next, I ’ ll consider what 
relevant research does and does not say about the positions taken. 

  Fairness and Accuracy 

 Forced choice advocates argue that the process combats the 
problem of artifi cially infl ated ratings. While there is little 
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empirical evidence to characterize the extent to which appraisal 
ratings are infl ated, there is plenty of anecdotal support (Grote, 
 2005 ). For example, before Ford chose to implement a forced 
ranking process (that it later abandoned), 98 percent of its manag-
ers had been rated as  “ fully meeting expectations ”  (Olson  &  Davis, 
 2003 ). Many managers, they argue, are reluctant to single people 
out as being less than satisfactory, and this tendency is likely to 
be even more prevalent in environments that discourage open 
confl ict and when managers are not regularly trained on how to 
rate and to deliver tough messages about performance (Olson  &  
Davis,  2003 ). Specifying fi xed percentages at the top and bottom 
of a ranking system, they assert, ensures a fairer distribution of 
pay, ensuring that organizations have funds to award top perform-
ers and that they don ’ t over - reward poor performers. 

 Some proponents further stress that most absolute rating sys-
tems remain unfair, even if managers are already doing a good 
job of making judgments and at providing feedback to indi-
viduals. This is because the failure to differentiate alienates top 
performers and prevents them from getting the rewards and rec-
ognition they deserve (Grote,  2005 ). 

 Still others argue that ranking is also fairer to poor performers. 
The candid nature of the process, they assert, at least lets people 
know where they stand so that they might have an opportunity to 
do something about it. Grote, for instance, quotes one manager 
who advocated the process:  “ In non - ranking organizations, you will 
probably never know where you stand until you are passed over 
for promotion, not given a key assignment, or laid off  ”  (Grote, 
 2005 , p. 32). Jack Welch, in defending GE ’ s policy to terminate the 
bottom 10 percent, asserts that doing so enables those individuals 
to move on into environments in which they  can  succeed. As he 
explained in an annual letter to shareholders,  “ Not removing that 
bottom 10 percent early in their careers is  . . .  a form of cruelty 
because inevitably a new leader will come along and take out 
that bottom 10 percent right away, leaving them, sometimes mid-
way through their careers, stranded ”  (Hymowitz,  2001 ). 

 Critics of forced ranking argue that fi tting employees into pre -
 determined performance distributions can never be fair. They 
are most strongly opposed to the use of normal distributions. In 
order for normal distributions to occur, they point out, one must 
have randomly occurring events, but in organizations people are 
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specifi cally recruited, selected, and trained for their jobs and are 
then expected to fulfi ll unique job responsibilities. While those 
processes may not be perfect, they are far from random. 

 In addition to the problem of randomness, applying the 
process to groups of fewer than one hundred is statistically 
problematic (Olson  &  Davis, 2004). In fact, attaining a normal dis-
tribution requires sample sizes in the hundreds or even thousands 
(Weatherly, 2004). 

 This fact presents a double - edged sword. Many organiza-
tions using forced ranking do in fact include large numbers of 
employees in the process. GE applies the process to its roughly 
fi ve thousand managerial employees (Olson  &  Davis, 2004), and 
Sun Microsystems applies the process to all of its more than forty 
thousand employees (Greenwald,  2001 ). When Ford was attempt-
ing to use the process, they included eighteen thousand (Grote, 
 2005 ). However, initial comparisons typically occur within smaller 
work groups before being  “ rolled up ”  for comparisons with 
employees from other groups. Few organizational departments 
or teams have the kinds of numbers that would justify the sorts 
of distributions sought and, in those instances where they do, 
critics note, it seems implausible that raters could have suffi cient 
knowledge of each person ’ s performance such that they could 
make accurate comparisons between them. Thus, while extend-
ing comparison groups beyond the span of control of individual 
managers enhances the probability of a normal distribution, it 
also inevitably creates an evaluation context in which raters are 
less likely to be familiar with ratee performance. Since most man-
agers have only fi ve to fi fteen direct reports (Davison,  2003 ), one 
must ask how far beyond the average manager ’ s span of control 
it is reasonable to go to attain a large comparison group (Blume, 
Baldwin,  &  Rubin,  2007 ). 

 Other criticisms have been targeted toward the rating criterion 
used. Too often, say critics, rankings are based on subjective 
judgments tied to standards that are interpreted inconsistently. 
It is worth noting that some forced ranking proponents actually 
advocate the use of broader standards, but they don ’ t view them 
as being vague. In his book, Grote quotes one HR manager who 
said,  “ Our criteria [for forced ranking comparisons] used to be 
 ‘ fl exible, curious, and collaborative, now it ’ s just  ‘ right results, 
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right behaviors ’  ”  (Grote,  2005 , p. 78). While acknowledging that it 
can help to give managers more specifi c criteria, especially the 
fi rst time through a ranking process, Grote also tends to sup-
port this HR manager ’ s position. He goes on to write:  “ In the 
fi nal analysis all that rankers are being asked to determine is 
who delivers the best results and has the most potential, and who 
delivers the least ”  (Grote,  2005 , p. 79). 

 Critics like Tom Coens and Mary Jenkins (advocates for abol-
ishing performance appraisals in general) challenge this line of 
reasoning. As Coens explains,  “ There ’ s an assumption that a man-
ager can know the precise performance level of an employee, 
when this sort of ranking is really a very subjective judgment 
that depends on many factors ”  (Hymowitz,  2001 ). For instance, 
employees who belong to a particularly talented or productive 
unit may receive poorer rankings than they would if being con-
sidered in relation to those in a less talented group. Ed Lawler 
regards the forced distribution approach as a bureaucratic solu-
tion to a serious leadership failure.  “ It ignores, ”  he says,  “ the real-
ity that in some work groups there are no poor performers and 
in others there are no good performers. It causes managers to 
disown the appraisal event and to essentially say, I was just follow-
ing the rules ”  (Lawler,  2003 a). Others note that, while employees 
who are either outstanding or weak may stand out, trying to dis-
tinguish among the vast majority of employees in the middle can 
be diffi cult if not impossible. 

 Still another set of criticisms stems from the argument that 
forced ranking is just as susceptible to favoritism, manipulation, 
and organizational politics as any other process. In calling forced 
ranking a  “ bankrupt strategy, ”  Dick Beatty has said,  “ it can send 
the wrong message and drive good people out who fear they will 
be judged unfairly, while mediocre workers hunker down or play 
political games to survive ”  (Bates,  2003 ). The same article that 
quoted Beatty later went on to provide examples from another 
critic of the ways in which the process can be manipulated. These 
include managers who avoid having to assign low grades to any 
of their people by trading them with supervisors of other groups. 
Others may even carry poor performers throughout the year, just 
so they can have someone to rank at the bottom (Bates,  2003 ). 
Additional tactics include making deals with other managers to 
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ensure one ’ s own employees are suffi ciently supported in rank-
ing meetings. Still others simply note that forced ranking proc-
esses typically depend too much on the willingness of managers 
to fi ght for valued employees  “ during what can become a bru-
tal horse trading session ”  (Greenwald,  2001 ). In a recent essay, 
Shermer ( 2008 ) quotes former Enron managers who described 
how the process was frequently manipulated there. He writes:   

 Here is one typical conversation recounted by an unnamed 
manager:  “ I was wondering if you had a few minutes to talk some 
PRC [performance ranking committee]. ”  She replied,  “ Why — you 
want to cut a deal? ”     “ Done, ’  I said — and just like that we cut our 
deal. ”  Another manager described the PRC system as creating 
 “ an environment where employees were afraid to express their 
opinions or to question unethical and potentially illegal business 
practices. Because the Rank and Yank system was both arbitrary 
and subjective, it was easily used by managers to reward blind 
loyalty and quash brewing dissent.   

 It is important to stress that such manipulation need not be 
the case. They are certainly not built into the premise of how 
forced ranking systems should work and, to the extent such con-
versations characterize the process at Enron, they were symp-
tomatic of broader defi ciencies in its leadership and corporate 
culture. Nonetheless, anyone even considering the use of forced 
ranking should be mindful of how politics and social infl uence 
can play a role.  

  Research Perspectives on Forced Ranking 
Fairness and Accuracy 

 When operating free from biases, be they based in overt politi-
cal manipulations or the result of more subtle cues, relative rat-
ing formats have been shown to offer psychometric advantages 
over absolute approaches. Two meta - analyses (Heneman,  1986 ; 
Nathan  &  Alexander,  1988 ) examining the differences between 
the two approaches have found that relative formats have 
stronger correlations with results - oriented criteria like production 
quantity and sales volume. They also did a better job in relation 
to the assessment of certain underlying skills like general cognitive 
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ability, verbal and quantitative ability, perceptual speed, and 
spatial/mechanical ability. Their superiority, however, is not so 
clearly established when it comes to assessing leadership skills or 
when trying to judge individual effectiveness when outcomes are 
team - based. 

 It is also important to recognize that fairness is as much a mat-
ter of perception as it is one of fact. In one recent study, Roch, 
Sternburgh, and Caputo ( 2007 ) demonstrated that people per-
ceived each of the absolute rating systems described to them 
in a survey as being fairer than any of the relative rating systems 
described in the same survey. It should be noted that theirs was a 
policy - capturing study and was not based on subjects actually using 
these systems, although they did control for whether or not people 
had prior experience as performance appraisal raters or ratees. 

 Murphy and Cleveland ( 1991 ), in particular, have argued that 
relative ratings produce negative reactions principally because 
they are not consistent with two objectives important to many 
people being rated: to obtain feedback and to convey informa-
tion. They note, for instance, that feedback obtained from a rela-
tive process is also dependent on what others in the comparison 
group have done, potentially making it a less objective source of 
information. 

 Practitioners interested in using forced ranking need to at 
least be mindful of results like those discussed above because 
they help to highlight the kinds of concerns employees will have 
about the process. Forced ranking proponents also stress, how-
ever, that it is possible to address many of the concerns through 
the ways in which they design their forced ranking and integrate 
them with other aspects of performance management. 

 In addition, it further helps to consider how people form fair-
ness perceptions based on their reactions to the way decisions are 
made (procedural justice) and their reactions to the outcomes of 
those decisions (distributive justice). Most research suggests that 
perceptions of procedural justice become increasingly impor-
tant when the outcomes (distributive justice) are perceived to 
be unfair (Brockner  &  Wiesenfeld,  1996 ; Folger  &  Cropenzano, 
 1998 ). Moreover, the reverse also tends to be true. Distributive 
justice generally matters more when procedural justice is low. 
These relationships can be important to how forced rankings are 
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perceived. Specifi cally, expect people ’ s fi nal rankings to infl u-
ence their perceptions of the process. It may be reasonable for 
some organizations to take the position that the perceptions of 
their top - ranked performers are what matter most, and because 
the outcomes are positive for those individuals, they are more 
likely to view the process favorably. However, most organizations 
also need to value and rely on the larger segment of their work-
force not ranked at the top. Many of these people, by virtue of 
their rankings, will have lower perceptions of the process ’ s dis-
tributive justice, therefore leading them to also discount its 
procedural justice. 

 One practical implication is that forced ranking processes 
should be as transparent as possible in order to combat the very 
natural negative reactions many employees are likely to experi-
ence. This should include clarity about the criteria for ranking 
decisions and the people involved in making those decisions 
(examples of what some researchers would describe as infor-
mational justice). It should also include careful consideration 
of the ways in which ranking results are communicated back to 
employees (what some researchers would term interpersonal 
justice). In addition, our understanding of justice perceptions 
helps explain why organizations need to think carefully about 
the consequences associated with one ’ s rankings, examples of 
which include whether or not to terminate lowest - ranked person-
nel, the kinds of coaching and development support provided 
in relation to one ’ s ranking, opportunities to fi nd new positions, 
get promoted, and so on. They also help to highlight the value 
of gradually introducing forced ranking systems and their con-
sequences. For instance, many proponents advocate rolling the 
process out fi rst for top managers and including a moratorium 
before beginning to use the process to terminate. 

 The point is that fairness perceptions of forced ranking are 
also a function of related policy and implementation practices. 
Operating on the premise that fairness is a key determinant 
of how attractive people fi nd performance appraisal systems, 
Blume, Baldwin, and Rubin ( 2007 ) looked at the ways in which 
certain design characteristics affected the perceived attractive-
ness of forced distribution rating systems. They found that forced 
distribution rating systems with less stringent consequences
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(for example, where poorly ranked employees are not ter-
minated) are viewed more favorably. The other factors that 
enhanced perceived favorability were using a suffi ciently large 
comparison group and ensuring that the process provided for 
frequent feedback. They also found some important individual 
differences that tended to shape reactions. Females were less 
attracted than males to forced distribution systems when the 
consequences of poor performance were more stringent. Not 
surprisingly, people with higher cognitive ability tended to value 
systems that highly differentiated rewards in relation to ranking. 

 These results reinforce the fact that system design features 
do matter and that organizations should carefully consider the 
unique characteristics of their workforce and the traits they wish 
to attract. At the same time, keep in mind that this was a policy -
 capturing study using college students as subjects. While they are 
representative of an important recruiting target for many orga-
nizations, they are not necessarily representative of a more expe-
rienced workforce that may be taking other factors into account 
when making judgments related to fairness (Blume, Baldwin,  &  
Rubin,  2007 ). 

 Another recent set of studies by Schleicher, Bull, and Green 
( 2007 ) looked at rater reactions to using a forced distribution 
rating system. They examined how fairness and perceived dif-
fi culty with the ranking task were infl uenced by (1) the conse-
quences associated with having to rank others and (2) whether or 
not there was a high degree of variability in the performance of 
those being rated. Results for the two studies were quite similar. 
Subjects were less likely to perceive the procedure to be fair and 
more likely to describe it as diffi cult when it had administrative 
consequences for those being rated (grades in Study 1 and ter-
mination, promotions, and pay in Study 2) and when there was 
little variability in the performance of those being rated/ranked. 
In addition, the researchers found in both studies that having a 
high need for affi liation led people to perceive the task as being 
more diffi cult. 

 The studies demonstrate that manager reactions and personal 
characteristics need to be taken into account when deciding 
whether or how to introduce forced ranking. The researchers 
also suggest that their results argue for moving slowly, allowing 
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managers and employees time to get used to a forced ranking 
approach before attaching administrative consequences (such as 
terminations, promotions, pay). Not doing so could have signifi -
cant implications for morale and other outcomes. They further 
note that their fi ndings would support the view that forced rank-
ing approaches should not be used unless there is good reason to 
believe that there is considerable performance variability among 
those to be ranked (Schleicher, Bull,  &  Green,  2007 ). 

 In closing, there still remain many open questions regarding 
how forced ranking affects accuracy and fairness perceptions. One 
such set of questions may pertain to the ways in which assimilation 
and contrast effects infl uence subsequent rankings of ratees. Open 
research questions notwithstanding, clearly, fairness matters to peo-
ple on both sides of the forced ranking debate. While the above 
discussion does not provide defi nitive answers, it does highlight 
key fairness considerations that organizations need to be thinking 
about when exploring the use of forced ranking systems. Some of 
those considerations are summarized in the exhibit below.    

Exhibit 12.1  Forced Ranking Fairness and Accuracy:
Strategic Considerations.

 Carefully assess the accuracy of existing appraisal processes. 
Determine whether rater infl ation or other inaccuracies are 
pervasive problems. Also assess why other efforts to correct 
them may have failed.

 Take stock of employee and manager perceptions.
Know what they value about existing performance 
 management processes and employee development 
programs.
Also understand what they fi nd to be most troubling.
Carefully consider fairness perceptions with regard to 
existing practices.

 Consider the corporate culture and what might need 
to change for it to better support candid feedback and 
 constructive confl ict.

 Make sure the workforce to be ranked is large enough and 
that there is suffi cient variability in performance to justify 
using forced ranking.

•

•
•

•
•

•

•
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  Performance Improvement 

 According to its proponents, forced ranking processes contrib-
ute to improved performance in several important ways. At its 
heart the process is about differentiating between talent levels 
(between individuals, but also between groups and departments) 
in ways that absolute performance appraisals cannot. When done 
correctly, this differentiation ensures that company resources 
are directed toward those who contribute the most and/or have 
the potential to make a positive difference. These resources 
include compensation and other rewards like promotions, lead-
ership development, and training support in general. They might 
also include support in the form of resources to get a job done. 
Overall, they argue the process better ensures that a company 
can get an optimal return on its investments in human capital. 
As Jack Welch has explained,  “ A company that bets its future on 
its people must remove the lower 10 percent, and keep moving it 
every year — always raising the bar of performance and increasing 
the quality of its leadership ”  (General Electric Company,  2000 ). 

 In making the business case for forced ranking, proponents 
go further by elaborating on other important contributions. 
The process, they argue, requires a company to clarify what it 
really values and the criteria for defi ning success for individu-
als and the organization overall. In other words, forced ranking 
systems offer clarity that helps people focus their efforts. Along 
the way, it reinforces the values of a merit - based culture and is 
likely to attract individuals who themselves value achievement 
and performance. In making the case for forced ranking, Dick 
Grote goes even further by arguing that another important busi-
ness outcome includes the process ’ s potential to provide valuable 

 Make sure your management team can agree on the criteria 
for ranking employee performance.

 Develop plans for training people and monitoring the use of 
forced ranking.

 Consider how forced ranking will likely be perceived by the 
kinds of people you want to attract to your organization.

•

•

•

c12.indd   425c12.indd   425 7/1/09   10:57:36 AM7/1/09   10:57:36 AM



426  Performance  Management

information about managers ’  abilities to identify and champion 
talent, a critical aspect of their leadership ability (Grote,  2005 ). 

 Not surprisingly, those opposing the process challenge many of 
the performance assertions made by proponents. For one thing, 
they question the sustainability of policies that call for replacing the 
bottom 10 percent (or any percent) every year. At some point, 
they stress, organizations begin terminating people who are quite 
capable. The fi nancial and emotional costs of replacing them 
will exceed any performance gains one might attain (Weatherly, 
2004). Even Dick Grote agrees that few companies can tolerate the 
kind of regular turnover that occurs at companies like GE and that 
using the process to terminate employees should be a short - term 
measure until other processes are in place (Grote,  2005 ). 

 They also take issue with claims regarding employee develop-
ment. They agree that the systems will infl uence how development 
is pursued, but not always in ways that are in the interests of 
the organization or its employees. As Ed Lawler has observed, the 
process can make it diffi cult to devote attention toward develop-
ing future talent.  “ It hardly makes sense for managers to invest in 
developing individuals who are marginal performers when they 
believe that in a very short time they will have to eliminate the 
employees whom they develop ”  (Lawler,  2003 a). Other critics note 
that under such systems, those in the middle ranks (the bulk of 
an organization ’ s workforce) frequently receive the least develop-
ment attention. In many cases, those at the bottom may receive 
coaching or the benefi t of other interventions to help them 
redeem their performance (Weatherly, 2004). Likewise, those at 
the top are also supported, while those in the middle are left to 
contemplate the fact that they are just considered to be average 
(Greenwald,  2001 ). 

 At the same time, others point out that the process diverts 
attention away from the kinds of behavior and performance that 
really contribute to success in today ’ s organizations (Kluger  &  
Nir,  2007 ). Some suggest that forced ranking can discourage risk 
taking and is likely to encourage people to cover up mistakes at 
the expense of organizational learning. Moreover, they say the 
process penalizes those managers and departments that already 
set high performance standards, with the result being an even-
tual downturn in the standards and expectations they establish. 
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 Some of the biggest criticisms are reserved for the ways in 
which forced ranking can undermine collaboration and other 
contextual behaviors known to contribute to performance. Instead, 
they assert that forced ranking systems pit employees against 
each other, undermining teams, which are often intentionally 
put together with varying talents in mind. As one former Enron 
manager noted about using the process within his team,  “ It was 
agonizing because everyone played a unique role  . . .  all the rela-
tionships instantly became strained ”  (Greenwald,  2001 ). There 
are also numerous reports of employees who, believing they 
have been graded unfairly, feel angry and unappreciated and as 
a result don ’ t want to collaborate with colleagues who received 
higher rankings (Hymowitz,  2001 ). 

 To be fair, many of the arguments regarding the misdirection 
of behavior have been applied to performance appraisal in gen-
eral. In their book,  Abolishing Performance Appraisal,  Coens and 
Jenkins quote Peter Scholtes, who said,  “ We live our lives in webs 
of interdependence and yet we keep telling ourselves the story 
that we are independent ”  (Coens  &  Jenkins, 2003, p. 33; Kluger  &  
Nir, 2008). Their point is, in part, that performance appraisal 
systems put a focus on evaluating individuals rather than on 
teams. In their view, this fact demonstrates the deeply embedded 
and erroneous assumption that individuals ’  behavior, and not 
team performance, principally determines organizational success 
(Kluger  &  Nir, 2008). Even still, there are also many performance 
appraisal proponents (such as Ed Lawler and Richard Beatty) 
who agree that forced ranking systems go too far and make it dif-
fi cult, if not impossible, to sustain a collaborative culture. 

 Many of the critiques pertaining to how forced ranking systems 
affect performance also relate to broader arguments suggesting 
that Corporate America has at its peril overemphasized individual 
talent and achievement as keys to success. For instance, in discuss-
ing potential risks from the use of forced ranking systems, Dick 
Grote acknowledges prescient points from Malcolm Gladwell ’ s 
 2002     New Yorker  essay entitled  “ The Talent Myth. ”  Gladwell ( 2002 ) 
writes,  “ Groups don ’ t write great novels and a committee didn ’ t 
come up with the theory of relativity. But companies work by dif-
ferent rules. They don ’ t just create, they execute and compete 
and coordinate the efforts of many different people, and the 
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organizations that are most successful at that task are the ones 
where the system (not individuals) is the star. ”  

 Forced ranking proponents do not dismiss such criticisms as 
irrelevant. Grote ( 2005 ), for instance, acknowledges that forced 
ranking systems can lead to cultures that over - emphasize individ-
ual accomplishment. But he argues that such a risk can be miti-
gated by the ways in which ranking criteria are defi ned and the 
ways in which other aspects of performance management also 
support and reward collaboration.  

  Research Perspectives on Forced Ranking 
and Performance 

 When it comes to performance improvement, proponents and 
critics of forced ranking have both found support for their 
positions within the limited research that does exist. One study 
demonstrating the effi cacy of forced ranking approaches was 
conducted by Scullen, Bergey, and Aiman - Smith ( 2005 ). Using 
a well - crafted simulation that took into account reasonable esti-
mates for factors like selection validity, selection ratios, and 
voluntary turnover, these researchers were able to demonstrate 
that by repeatedly removing those ranked in the bottom percent-
age of a given workforce, organizations could potentially attain 
signifi cant gains in overall performance and productivity. The 
researchers demonstrated continual (albeit at decreasing rates) 
improvements over a ten - year period, with most of the gains 
occurring within the fi rst 3.5 to 4.5 years. 

 The study ’ s authors, however, note several important limi-
tations. These include not being able to model how existence 
of the process infl uences abilities to attract talent in the fi rst 
place. The authors also point out that, in their simulation, cor-
relations between turnover and performance were zero, while in 
practice the nature of that relationship is more variable. In addi-
tion, they did not factor in hiring and training costs, compensation
policies or morale factors, and other affective outcomes. Nor 
could their simulation fully model implications for teamwork 
and collaboration or the potential for adverse impact. 

 In terms of fi eld research, at least one survey suggests that 
forced ranking is favored by top - performing fi rms. A 2004 Sibson 
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Consulting Group study found that among those fi rms in the 
top 40 percent with respect to total return to shareholders, 
20 percent used forced ranking. Only 14 percent of those in the 
bottom 40 percent for return to shareholders used the approach 
(Grote,  2005 ; Kochanski, Alderson,  &  Sorenson,  2004 ). These 
results, while intriguing, could hardly be considered confi rma-
tion of causality. 

 Moreover, at least one other fi eld study suggests that the improve-
ments reported in Scullen, Bergey, and Aiman - Smith ’ s simulation 
do not always occur. Lawler ( 2003 b) surveyed senior - level HR pro-
fessionals from fi fty - fi ve Fortune 500 companies and reported on 
respondents ’  judgments of the effectiveness of their fi rms ’  perfor-
mance management systems. Sixteen of the fi fty - fi ve organizations 
used forced distribution systems as part of their performance man-
agement process. He found that, when it came to their system ’ s 
ability to differentiate between levels of performance (identify and 
reward top talent, identify and manage out poor performers), the 
average response from those fi rms using forced distribution sys-
tems was higher than the average derived from those fi rms that did 
not use it. However, when it came to impressions of their system ’ s 
overall effectiveness (its capacity to help the business be successful, 
support business strategy, develop talent, and link individual per-
formance to unit performance), the average responses from those 
fi rms that did not use forced distributions were higher. In particu-
lar, the biggest differences were obtained for perceptions of their 
systems ’  capacity to develop individuals ’  skills and ability. 

 Lawler also looked specifi cally at those fi rms that tied termi-
nations to their performance management systems. Of those, 
twelve used forced distributions and twenty - one did not. In 
these cases he found that the averages with respect to a system ’ s 
capacity to differentiate were virtually the same for those using 
forced distribution and those not using it. When it came to over-
all effectiveness of their appraisal systems, those not using forced 
distributions had a higher average overall, and for twelve of the 
fourteen items comprising this dimension of the survey. 

 Lawler suggests reasons for his fi ndings may include the fact 
that using forced distributions makes managers uncomfortable, 
leading them to make bad judgments. They may also feel less 
committed to the process, which then sends mixed messages to 
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employees. He also noted the ways in which forced distributions 
can promote competition among employees. His explanations, 
while plausible and consistent with the views of other critics, can-
not be substantiated by the data he presented. In addition, while 
there were clear trends in the data he summarized, none of the 
differences was statistically signifi cant. One might also wonder 
whether or not line managers and senior management share the 
same impressions as the HR professionals surveyed. 

 However, studies regarding the effects of social comparison proc-
esses do add credence to Lawler ’ s (and others ’ ) contention that 
forced ranking systems can have a negative effect on teamwork 
and collaboration. This line of research has consistently shown 
that competitive behavior is likely to result from any comparison 
process when the dimension that is the basis for comparison is one 
that relates to an individual ’ s self - identity (Tesser, 1988). Further, the 
intensity of that competitive response is likely to increase when 
the person or persons against whom one is being compared are 
considered commensurate (that is, part of one ’ s peer group) 
(Goethals,  1986 ) and to the extent that individuals are more famil-
iar with each other (friends or co - workers versus strangers) (  Jones  &  
Rachlin,  2006 ). All of these factors easily characterize the context 
in which most forced ranking comparisons are typically made. 

 Another contributing factor is a person ’ s perception of his or 
her current ranking in relation to others ’  rankings. Some stud-
ies have shown that people are less inclined to cooperate with 
another person when that person is closely ranked to them and 
when cooperating has the potential to advance the other person ’ s 
standing (Garcia  &  Tor,  2007 ; Garcia, Tor,  &  Gonzalez,  2006 ). This 
effect intensifi es when both individuals are more highly ranked. 
Moreover, the reluctance to cooperate persists even when doing 
so would improve an individual ’ s performance in an absolute 
sense. These conclusions, however, are largely based on experi-
mental studies and do not take into account other factors that 
might shape actual workplace behaviors such as the way jobs are 
designed, leadership, and organizational values and norms. 

 There is clearly room for additional research exploring rela-
tionships between forced ranking and performance. It would 
help, for instance, to know more about how forced ranking systems ’  
infl uence on performance is related to contextual considerations 
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like organizational culture and individuals ’  values. It would also 
help to better understand whether forced ranking has a more pos-
itive effect on the performance of some jobs as opposed to oth-
ers. One might also explore whether other organizational policies 
and practices can offset any negative effect forced ranking has on 
cooperative behavior. Ultimately, there are good performance -
 related arguments to be found among both those who oppose and 
those who support the forced ranking processes. While these 
arguments and related research are not defi nitive, they do help 
to highlight the issues that any organization needs to consider 
when making choices about whether or how to use forced rank-
ing. Several of those issues are summarized in Exhibit  12.2 .    

Exhibit 12.2  Forced Ranking and Performance:
Strategic Considerations.

 Make sure you understand the kinds of behaviors (for exam-
ple, individual effort and achievement versus teamwork) that 
drive performance and how they might be affected by forced 
ranking.

 Not all company cultures can easily absorb forced ranking. 
It seems best suited to aggressive, competitive, and fast-paced 
cultures. Collaborative or bureaucratic cultures will have to 
make more adjustments.

 Develop plans that clarify how you’ll devote resources to 
employee development based on ranking results. Establish 
separate plans for top performers, mid-level performers, and 
poor performers.

 Take current turnover rates into consideration, especially if 
you plan to use rankings to terminate.

Understand the costs associated with turnover in your 
organization.
Carefully consider whether your organization can tolerate 
more turnover and if suitable replacements are available.

•

•

•

•

•

•

  Employee Morale 

 As has been the case regarding fairness, accuracy, and perfor-
mance, forced ranking supporters and critics both have reasonable 
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points to make when it comes to the ways in which the systems 
can infl uence employee attitudes and morale. On one hand, pro-
ponents often focus on the perspectives of top performers who, 
they assert, are fi nally able to get the rewards and recognition they 
deserve. 

 Grote ( 2005 ) cites several different surveys demonstrating that 
many employees are less than satisfi ed with their company ’ s abil-
ities to differentiate between talent. He cites a 2002 Hay Group 
employee attitude survey reporting that 32 percent of the employ-
ees surveyed from 335 companies agreed that poor performance 
was tolerated. He also notes a Watson - Wyatt Worldwide Study 
reporting that fewer than 40 percent of the organizations in their 
study felt the existing performance management system failed to 
establish clear goals or provide candid feedback (p. 14). He fur-
ther notes that, according to Hewlett - Packard ’ s former CEO Carly 
Fiorina (p. 15), prior to implementing their forced ranking proc-
ess, more than 80 percent of employees felt the company dealt 
poorly with poor performers (no data, however, is available to 
describe their feelings about their current forced ranking system). 
A similar trend was stressed by Woolen (2003), who reported that 
96 percent of the managers they polled want their companies to 
move more aggressively against poor performers. 

 Forced ranking critics focus some of their concerns on the 
ways in which the process affects the morale and attitudes of 
those not rated among the top. They stress that too often the 
process leaves lower - ranked personnel angry and bewildered, 
unable to reconcile the forced ranking outcome with the fact 
that they had been receiving good to effective performance rat-
ings throughout their careers. In many cases an employee can 
wind up being ranked at the bottom, even though he or she has 
performed well and met his or her objectives over a given period 
of time (Guralnik  &  Weatherly,  2003 ). 

 Some go further by pointing out that putting people into 
buckets frequently becomes a self - fulfi lling prophecy by shaping 
self - effi cacy perceptions (Kluger  &  Nir, 2008) and in accordance 
with cognitive resource perspectives may direct a person ’ s atten-
tion away from the tasks at hand by putting him or her on the 
defensive, encouraging the person instead to focus on preserving 
self - esteem and identity. Still others stress that too often choosing 
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to use the process undermines the role of effective leadership in 
shaping morale and driving performance (Bates,  2003 ; Lawler, 
 2003 a). The process, they argue, creates a culture that downplays 
managers ’  responsibilities for developing their talent and being 
accountable for how their personnel perform. 

 Forced ranking supporters do acknowledge the need to treat 
people with dignity, regardless of where they are ranked. They 
stress that most companies do not immediately fi re those ranked 
at the bottom and that many well - designed forced ranking sys-
tems incorporate coaching and development into the ways in 
which low - ranked employees are handled. They are also, how-
ever, quick to point out that keeping poor performers around 
for too long (for example, more than one cycle of rankings) can 
lower standards and drive good people away (Bates,  2003 ). 

 As noted previously, critics also express concerns for the ways 
in which the processes shape attitudes toward cooperation and 
other helping behaviors. They further suggest that using the proc-
ess can seriously undermine trust between managers and their 
workforce, as well as the sense of overall organizational commit-
ment (Guralnik  &  Wardi,  2003 ). At the same time, it seems over-
reaching to say that forced ranking systems defi nitively reduce or 
increase levels of trust between workers and managers. Among 
other things, the effects will likely depend on the nature of trust 
relationships when the system is implemented, the quality of 
existing appraisal practices, and the ways in which the system 
aligns with company values and actions. 

 As a result, forced ranking proponents stress the need to be 
fl exible when implementing the process. This includes fully 
engaging managers in discussions about design criteria and con-
sequences from using the system. It also includes being willing to 
adopt an incremental approach to implementation. 

 Along the same lines, both sides agree that existing cultural 
norms and values play an important role in how people react to 
forced ranking. While there are no hard and fast statistics regard-
ing which companies have succeeded with the process and which 
have not, most observers agree that forced ranking is more favor-
ably received in companies with a high - pressure, results - oriented 
culture (Bates,  2003 ). Others have also noted that forced ranking 
systems seem to be more acceptable at high - tech, manufacturing, 
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and fi nancial service organizations, rather than in the public sec-
tor and retail sector (Todd  &  Ramachandran,  2007 ). In fact, poor 
cultural fi t is frequently given as the reason for why some compa-
nies have tried the process and subsequently abandoned it. These 
were the ostensible positions taken by both Ford and Goodyear 
when they dropped the process after trying it, although both were 
also being challenged in court over their use of the process when 
they chose to abandon it.  

  Research Perspectives on Forced Ranking and Morale 

 Although the debate over how forced ranking shapes morale is 
impassioned, research on the relationships between them is lim-
ited. Nonetheless, that which does exist can help inform practi-
tioner choices and approaches to forced ranking. Certainly the 
previously discussed research regarding fairness perceptions is rel-
evant, as is research pertaining to social comparison processes. For 
example, to the extent that such processes discourage collabora-
tion and promote self - interest, we might also expect that they have 
implications for other contextual dimensions of performance such 
as organizational commitment and citizenship behaviors. 

 In their study of how a performance appraisal process affects 
trust, Mayer and Davis ( 1999 ) demonstrated that trust percep-
tions of top management improved for those employees who 
had the opportunity to participate in a new appraisal process 
designed to enhance perceived accuracy and instrumentality 
(recognizing and rewarding employee contributions). Although 
their study did not involve the use of forced ranking, its results 
reinforce the importance of taking ratee reactions into account 
(Murphy  &  Cleveland,  1991 ). To the extent that trust percep-
tions can infl uence employee satisfaction, behavior, and perfor-
mance, those contemplating the use of forced ranking need to 
understand employees ’  perceptions of any existing appraisal 
processes on one hand and, on the other, should work to ensure 
that any new system is perceived to be accurate and instrumental. 
Management must be able to convey how the forced ranking proc-
ess and/or aspects of the performance management system will 
ensure that judgments are based on detailed information, allow 
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for constructive feedback, and offer developmental opportunities 
(Blume, Baldwin,  &  Rubin,  2007 ; Folger  &  Cropenzano,  1998 ). 

 Going forward there remain many opportunities to further 
examine how forced ranking processes affect morale and related 
affective outcomes. One important question will center on the 
differences between how the process infl uences the attitudes of 
highly rated versus lower rated performers. Based on the argu-
ments put forth by supporters, we might expect that morale for 
top performers can be enhanced. Other investigations might help 
us to better understand the extent to which having support sys-
tems (such as coaching or development planning) can mitigate 
negative reactions that might otherwise occur. Still others might 
want to consider longitudinal effects on morale or the ways in 
which organizational culture determines reactions to the use of 
forced ranking. In addition, it would help to know more about 
how the use of forced ranking affects leader - member relationships 
via trust perceptions or perceptions of a leader ’ s personal power. 

 Although the existing research is indeed scant, when taken 
together with the arguments put forth by forced ranking advo-
cates and critics, it is still possible to highlight morale - related 
strategic considerations and questions that practitioners will want 
to keep in mind. They are summarized in Exhibit  12.3 .    

  Legal Considerations 

 Like all employment practices, forced ranking processes are 
subject to laws protecting employees against discrimination (for 
example, Title VII, Civil Rights Act of 1991, Age Discrimination 
in Employment Act, and The Americans with Disabilities Act). 
Moreover, it is important to keep in mind that, in addition to fed-
eral laws, state laws also apply, which in some cases give greater 
latitude when it comes to both bringing and proving claims of 
discrimination. 

 Among the various kinds of discrimination that occur in the work-
place, forced ranking has been most susceptible to claims of age 
discrimination under the federal government ’ s Age Discrimination 
in Employment Act (ADEA) and similar state laws. Virtually all of 
these cases have centered on claims of adverse impact (scenarios in 
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which an employment practice, while not designed to intentionally 
discriminate, nonetheless has a discriminatory effect on members of 
a protected group, which in the case of the ADEA are employees 
over age forty). 

 Generally speaking, adverse impact claims under the federal 
ADEA have met with limited success. Although plaintiffs may be 
able to demonstrate a discriminatory effect for a given practice, 
employers have still been able to defend themselves by demon-
strating that the practice in question is based on reasonable fac-
tors other than age (RFOA). Some state courts, however, have 

Exhibit 12.3  Forced Ranking and Morale:
Strategic Considerations.

 Develop plans to communicate:
How the process was designed
How the forced ranking process will work
What employees can expect of the managers rating them
What will be expected of them in the process

 Don’t let forced ranking become an excuse that reinforces 
bad development practices.

 Again, consider organizational culture, especially in terms of 
trust and openness.

 Understand what your organization currently does to rec-
ognize and nurture contextual behaviors and teamwork. Be 
mindful of how forced ranking might affect those efforts.

 Understand what morale is currently like for top performers 
and also other employees.

 Look for opportunities to provide employees with a voice in 
the process:

Appeal processes
Self-assessments 

 Develop plans to integrate forced ranking with development 
initiatives and other programs that support employee efforts 
to improve.

 If forced ranking is not being used for development, make 
sure employees understand how development is supported 
by other performance management systems.

•
•
•
•
•

•

•

•

•

•

•
•

•

•
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been more receptive to adverse impact claims based on age 
(Anonymous,  2005 ). 

 In recent years many prominent organizations have been 
involved in adverse impact cases over their use of forced ranking
(for example, Ford, Goodyear, Microsoft, and Sprint). In most 
instances the AARP has assisted the aggrieved employees in 
bringing their cases to court, and all have centered on the fact 
that a disproportionate number of older workers receive lower 
rankings. To date, almost all of these cases have been settled out 
of court. Exxon, though, has won two cases regarding the use of 
its forced ranking system (Grote,  2005 , p. 215). 

 Taken together, the results of these cases suggest that forced 
ranking is a clearly defensible practice when implemented with 
care. At the same time, those considering forced ranking should 
recognize that the process may expose them to the potential 
costs and bad press that accompanies discrimination lawsuits. 
Exhibit  12.4  highlights some key steps organizations should take 
to better ensure the defensibility of any forced ranking process 
they implement. These summary points are derived from more 
elaborate discussions provided by Grote ( 2005 ), Woolen (2003), 
and Bates ( 2003 ).     

  Key Implementation Steps 
 An important theme in this chapter has been that part of the 
controversy surrounding forced ranking is also a function of how 
it is implemented. For a detailed discussion of how to implement 
a forced ranking process, I would direct readers to Grote ’ s book 
on the topic. Nonetheless, the following paragraphs briefl y high-
light some important design and implementation steps. 

  System Design 

 1. Decide how you are going to use ranking. Keep in mind that 
some organizations have chosen to use forced distributions 
as a tool to regulate ratings within their existing performance 
appraisal process. Others (for example, GE) use forced ranking 
as a process that is independent of but complementary to the 
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appraisal process. Grote ( 2005 ), for instance, stresses that if you 
plan to use forced ranking, you should fi rst make sure you have 
improved the content and mechanics of your appraisal process. 

 2. Determine the consequences you ’ ll want to associate with 
ranking results (terminations, promotions, development plan-
ning, or others) and when those consequences will start to take 

Exhibit 12.4  Forced Ranking and Legal Defensibility:
Strategic Considerations.

 Keep legal counsel apprised of your plans.
 Conduct a thorough review of existing appraisal processes:

Try to identify any marginal employees with a history of 
good appraisals.
Look for any biases in relation to membership in a pro-
tected class.

 Introduce the ranking process gradually, starting at the top.
 To reduce suspicions, openly communicate the system’s 
objectives and how it operates.

 Establish clear guidelines for ranking sessions:
Guard against inappropriate comments.
Ensure ranking criteria are used consistently and 
objectively.

 Try to incorporate multiple sources of information when 
possible:

Peer assessments
360-degree feedback results

 Make sure that titles and positions of those to be ranked are 
comparable (for example, don’t put fi rst-line supervisors, 
administrative assistants, and vice presidents in the same 
ranking pool).

 Ranking decisions are best made by managers who have 
direct experience with those being ranked.

 Provide extensive training for raters.
 Establish formal systems for reviewing ranking results.
 If the process is being used to terminate, offer reasonable, 
if not generous, severance packages.

•
•

•

•

•
•

•
•
•

•

•
•

•

•

•
•
•
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effect. Many organizations have elected to implement the proc-
ess gradually, either by using it fi rst for senior personnel or by 
incrementally introducing consequences. You ’ ll also want to 
think about how frequently you ’ ll conduct rankings. Most orga-
nizations do it on an annual basis. Other decisions will include 
defi ning the ranking pool. Comparability is important, with some 
organizations using titles or salary grades as the basis for making 
that decision. Those doing the ranking should include managers 
who have direct responsibility for the people being ranked. 

 3. Ensuring that the criteria used for ranking decisions are 
clearly job related is critical. Some organizations rank employ-
ees in relation to discreet competencies that may be weighted in 
order to obtain an overall rank. As mentioned earlier, others rely 
on relatively few broader criteria that refl ect important organi-
zational values and standards. One common approach is similar 
to that used by Amgen, a fi nancial services organization (Pyles, 
 2008 ). They use a nine - box behavior/results matrix. Employees 
are placed into a grid based on how they are ranked in relation 
to (a) whether their behavior exceeds, meets, or fails to meet 
standards and (b) whether their results exceed, meet, or fail to 
meet standards. Others also factor in potential for development 
as an important ranking criterion. 

 4. As previously discussed, decisions about communication 
have important implications for how the system will be accepted 
and can have legal implications. It will be important to let people 
know why and how the system was designed, who will be affected, 
and what the consequences are.  

  System Implementation 

 1. Raters should be trained on how to interpret rating criteria, 
on how to make accurate behavioral observations, and on the 
mechanics of participating in ranking discussions. This training 
is especially important when part of the rationale for introducing 
the process is to reduce rating infl ation and other biases. 

 2. The ranking sessions themselves need to be well designed. 
Using a facilitator is highly recommended, and the sessions 
should be constructed to ensure that the discussions about each 
employee are highly specifi c and descriptive in relation to 

c12.indd   439c12.indd   439 7/1/09   10:57:41 AM7/1/09   10:57:41 AM



440  Performance  Management

ranking criteria. Some organizations provide rankers with brief-
ing books to be used as starting points. Expect ranking sessions 
to be lengthy and impassioned discussions. 

 3. Organizations need to have clear and somewhat standard-
ized procedures that defi ne the discussions they will have with 
employees after they have been ranked. Depending on the con-
sequences associated with ranking outcomes, the discussions will 
have to be clear about implications for termination, future devel-
opment, and ongoing responsibilities.   

  Concluding Comments 
 The purpose of this chapter has not been to argue defi nitively 
for or against using forced ranking. Instead, by describing chal-
lenges and opportunities, the goal has been to help interested 
parties understand the forced ranking debate before settling 
on a course of action for their own organizations. Clearly, there 
are many successful companies using the process and also many 
successful companies that do not. There remains much more 
to learn. We know little, for instance, about how cultural differ-
ences infl uence the effectiveness of forced ranking. Given the 
global nature of today ’ s economy, practitioners and researchers 
would benefi t from a deeper appreciation for how the process 
aligns with cultural values and legal frameworks that exist outside 
of the United States (Blume, Baldwin,  &  Rubin,  2007 ). 

 Ultimately, for any given enterprise, decisions about whether 
or how to use forced ranking will likely come down to one of cul-
tural fi t and/or commitment to change. To that end, it can help 
to consider the kinds of issues and questions posed in Exhibit  12.4 . 
It can also help to refl ect again on the two quotes that opened 
this chapter. Surely there is middle ground somewhere between 
the demands of Gordon Gecko and the laments of Willy 
Loman. That is to say, the forced ranking debate exemplifi es 
how the practice of performance management challenges us 
to balance organizational performance requirements with con-
cerns for personal dignity and development. Even as they per-
tain to forced ranking, these two issues need not be at odds, but 
maintaining that balance certainly requires forethought and 
hard work.        

c12.indd   440c12.indd   440 7/1/09   10:57:41 AM7/1/09   10:57:41 AM



Forced Rankings: Pros, Cons, and Practices  441

  References 
    Abelson ,  R.   ( 2001 , March 19).  Companies turn to grades, and employ-

ees go to court .  New York Times , p.  A1 .  
    Anonymous  . ( 2000 , January 8).  Face value: Fast and unafraid .  The Economist , 

 354 ( 8152 ),  68 .  
  Anonymous. ( 2003 , March 17).  AARP joins in age discrimination law-

suit .  New York Times , p.  C2 .  
    Anonymous  . ( 2005 , Winter).  The U.S. Supreme Court ’ s 2004 term: 

Disparate impact claims under the Age Discrimination in Employment 
Act .  Labor Law Journal ,  56 ( 4 ),  271  –  279 .  

    Armour ,  S.   ( 2003 , July 23).  Job reviews take on added signifi cance in 
down times; More companies use them to rank workers for cut-
backs .  USA Today , p.  B4 .  

    Bates ,  S.   ( 2003 , June).  Forced ranking .  HR Magazine , pp.  62  –  68 .  
    Blume ,  B. D.  ,   Baldwin ,  T. T.  ,  &      Rubin ,  R. S.   ( 2007 , April).  All forced 

distribution systems are not created equal .  Paper presented at the 
22nd Annual Conference of the Society for Industrial and 
Organizational Psychology. New York City .  

    Boyle ,  M.   ( 2001 , May 28).  Performance reviews: Perilous curves ahead . 
 Fortune ,  143 ( 11 ),  187 .  

    Brockner ,  J.  ,  &      Wiesenfeld ,  B. M.   ( 1996 ).  An integrative framework for 
explaining reactions to decisions: Interactive effects of outcomes 
and procedures .  Psychological Bulletin ,  120 ,  189  –  208 .   

   Cascio ,  W.   ( 1991 ).  Applied psychology in personnel management  ( 4th ed. ). 
 Englewood Cliffs, NJ :  Prentice Hall    .

   Coens ,  T.  ,  &      Jenkins ,  M.   ( 2000 ).  Abolishing performance appraisals: Why 
they backfi re and what to do instead .  San Francisco :  Berrett - Koehler .  

    Davison ,  B.   ( 2003 ).  Management span of control: How wide is too wide?   
  Journal of Business Strategy ,  24 ( 4 ),  22  –  29 .  

    Donkin ,  R.   ( 2005 , October 13).  Survival of the fi ttest or corporate 
eugenics?     Financial Times , p.  9 .  

    Donkin ,  R.   ( 2007 , June 14).  An opportunity to make talent more visible . 
 Financial Times ,  7 .   

   Folger ,  R.  ,  &      Cropenzano ,  R.   ( 1998 ).  Organizational justice and human 
resource management .  Thousand Oaks, CA :  Sage .  

    Garcia ,  S. M.  ,  &      Tor ,  A.   ( 2007 ).  Rankings, standards and competition: 
Task vs. scale comparisons .  Organizational Behavior and Human 
Decision Processes ,  102 .  

    Garcia ,  S. M.  ,   Tor ,  A.  ,  &      Gonzalez ,  R. D.   ( 2006 ).  Ranks and rivals: A theory 
of competition .  Personality  &  Social Psychology Bulletin ,  32 ,  970  –  982 .   

  General Electric Company  ( 2000 ).  Annual report .  

c12.indd   441c12.indd   441 7/1/09   10:57:41 AM7/1/09   10:57:41 AM



442  Performance  Management

    Gladwell ,  M.   ( 2002 , July 22).  The talent myth: Are smart people over-
rated?     The New Yorker .  

    Goethals ,  G. R.   ( 1986 ).  Social comparison theory: Psychology from the 
lost and found .  Personality and Social Psychology Bulletin ,  12 ,  261  –  278 .  

    Greenwald ,  J.   ( 2001 , June 18).  Rank and fi re .  Time ,  157 ( 24 ),  38 .   
   Grote ,  D.   ( 2005 ).  Forced ranking: Making performance management work . 

 Boston :  Harvard Business School .   
   Guralnik ,  O.  ,  &      Wardi ,  L. A.   ( 2003 ).  Forced distribution: A controversy . 

 SHRM White Paper ,  Alexandria, VA .  
   Hay Group . ( 2002 ). Achieving outstanding performance through a 

 “ culture of dialogue. ”  Working paper. New York: Hay Group.  
    Heneman ,  R. L.   ( 1986 ).  The relationships between supervisory ratings 

and results oriented measures of performance: A meta - analysis . 
 Personnel Psychology ,  39 ,  811  –  826 .  

    Holland ,  K.   ( 2006 , September 10). Performance reviews: Many need 
improvement.  New York Times ,  http://www.nytimes.com/2006/09/10/
business/yourmoney/10mgmt.html?scp�3 & sq� & st�nyt.   

    Hymowitz ,  C.   ( 2001 , May 15).  In the lead: Ranking systems gain popu-
larity but have many staffers riled .  Wall Street Journal , p.  B1 .  

    Jones ,  B.  ,  &      Rachlin ,  H.   ( 2006 ).  Social discounting .  Psychological Science , 
 17 ,  283  –  286 .  

    Kluger ,  A.  ,  &      Nir ,  D.   ( 2007 ). Feedforward fi rst — feedback later. Working 
paper.  

    Kochanski ,  J.  ,   Alderson ,  C.  ,  &      Sorenson ,  A.   ( 2004 , October 6).  The state 
of performance management study .  Perspectives ,  12 .  

    Lawler ,  E. E.   ( 2003 a).  The folly of forced ranking .  Strategy  &  Business , 
3rd Quarter.  

    Lawler ,  E. E.   ( 2003 b).  Reward practices and performance management 
effectiveness .  Organizational Dynamics ,  32 ,  396  –  404 .  

    Mayer ,  R. C.  ,  &      Davis ,  J. H.   ( 1999 ).  The effect of the performance 
appraisal system on trust for management: A quasi - experimental 
fi eld study .  Journal of Applied Psychology ,  84 ( 1 ),  123  –  136 .  

    McGregor ,  J.   ( 2006 , January 9).  The struggle to measure performance . 
 Business Week , p.  26 .   

   Murphy ,  K. R.  ,  &      Cleveland ,  J. N.   ( 1991 ).  Performance appraisal: An orga-
nizational perspective .  Boston :  Allyn and Bacon .  

    Nathan ,  B. R.  ,  &      Alexander ,  R. A.   ( 1988 ).  A comparison of criteria for test val-
idation: A meta - analytic investigation .  Personnel Psychology ,  41 ,  517  –  535 .   

   Olson ,  C. A.  ,  &      Davis ,  G. M.   ( 2003 , March).  Pros and cons of forced 
ranking and other relative performance ranking systems .  Society for 
Human Resource Management legal report.     Alexandria, VA :  SHRM .  

    Osterman ,  R.   ( 2003 , September 7).  Is it really fair to grade workers on a 
curve?     Chicago Tribune , p.  5 .  

c12.indd   442c12.indd   442 7/1/09   10:57:42 AM7/1/09   10:57:42 AM



Forced Rankings: Pros, Cons, and Practices  443

    Pyles ,  S.   ( 2008 ).  AmTrust Bank on forced ranking.  CorpU TV.  http://
tv.corpu.com/default.aspx?id�7 & nav1�1% 20 & nav2�0.   

    Roch ,  S. G.  ,   Sternburg ,  A. M.  ,  &      Caputo ,  P. M.   ( 2007 ).  Absolute vs. 
relative performance rating formats: Implications for fairness 
and organizational justice .  International Journal of Selection and 
Assessment ,  15 ( 3 ),  302  –  316 .  

    Ramachadran ,  R   .,   &      Todd ,  S.   ( 2007 , July 31).  The debate over forced ranking , 
Webinar. Corporate University Xchange.  http://www.corpu.com/
research/document/313/the - debate - over - forced - ranking/.   

    Schleicher ,  D. J.  ,   Bull ,  R. A.  ,  &      Green ,  S. G.   ( 2007 ).  Rater reactions to 
forced distribution rating systems .  Paper presented at the 22nd Annual 
Conference of the Society for Industrial and Organizational 
Psychology, New York City .  

    Scullen ,  S. E.  ,   Bergey ,  P. K.  ,  &      Aiman - Smith ,  L.   ( 2005 ).  Forced distribu-
tion rating systems and the improvement of workforce potential: 
A baseline simulation .  Personnel Psychology ,  58 ,  1  –  32 .  

    Shermer ,  M.   ( 2008 , February). Do all companies have to be evil?  
Scientifi c American.     http://www.sciam.com/article.cfm?id=do - all -
 companies - have - to - be - evil   .

   Society for Human Resources Management . ( 2003 , September 16). 
Weekly online poll: Does your organization use forced ranking? 
 http://moss07.shrm.org/Research/SurveyFindings/Articles/
Pages/utilizeforcedrankingsytems.aspx   .

   Society for Human Resources Management . ( 2005 , April 19). Weekly 
online poll: Does your organization use forced ranking?  http://
moss07.shrm.org/Research/SurveyFindings/Documents/Does_
20your_20organization_20utilize_20forced_20ranking_2 .   

   Tesser ,  A.   ( 1988 ).  Toward a self - evaluation maintenance model of social 
behavior . In   L.     Berkowitz   (Ed.),  Advances in experimental social psy-
chology ,  21 ,  193  –  355 .  St. Louis, MO :  Elsevier Academic Press    .

   Weatherly ,  L. A.   ( 2004 ).  Comparative performance appraisal methods: Forced 
ranking . SHRM white paper.  Alexandria, VA :  SHRM .   

   Woolen ,  B.   ( 2003 ).  Forced ranking: The controversy continues . White paper. 
 New York :  Work Lab Consulting .                                

 Note  s
  1. These results were virtually identical to a similar survey SHRM con-

ducted in 2003.  
 2. In his book  Forced Ranking  (2005, p. 23), Dick Grote estimates, based 

on his experience, that 25 percent of all companies use forced rank-
ing. Others have estimated about 20 percent.                                           

c12.indd   443c12.indd   443 7/1/09   10:57:42 AM7/1/09   10:57:42 AM



c12.indd   444c12.indd   444 7/1/09   10:57:42 AM7/1/09   10:57:42 AM



445

CHAPTER       13    

TECHNOLOGY AND 
PERFORMANCE 
MANAGEMENT 
 What Role Does Technology 
Play in Performance 
Management?          
  Autumn D. Krauss and
Lori Anderson Snyder  

 Whereas other chapters in this book are focused on the  content  
of performance management (for example, use of goals or com-
petencies in performance management) or how performance 
management operates under specifi c organizational situations 
(for example, in a team - based work structure), this chapter is 
concerned more with the  process  of performance management 
and what role technology can play when developing and using a 
performance management system. 

 In particular, the chapter touches on the following issues: how 
technology can be used for performance management, how tech-
nology enables a performance management system to serve its 
central purposes and complete its primary activities, what chal-
lenges are associated with using a technology - based performance 
management system, and what practical issues must be considered 
when implementing an automated performance management 
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system. The chapter concludes with some best practices for how 
to optimally use technology to facilitate the performance man-
agement process. 

 As defi ned, performance management is  “ a continuous 
process of identifying, measuring, and developing the perfor-
mance of individuals and teams and aligning performance with 
the strategic goals of the organization ”  (Aguinis,  2007 , p. 2). 
Correspondingly, a performance management  system  is the 
structure and procedures that are implemented in an organiza-
tion to accomplish these performance management objectives. 
This chapter focuses on the empirical literature and practitioner 
resources that discuss how technology is used to automate some 
of the components of a performance management system (for 
example, performance assessment) or the system in its entirety. 
As an overview of what is to come, Exhibit  13.1  summarizes the 
top ways that technology can be used to assist in accomplish-
ing each performance management activity that is outlined in 
Aguinis ( 2007 ). These and other recommendations will be dis-
cussed in more detail within later sections of this chapter.   

 By defi nition, a performance management system does not 
need to incorporate technology; however, recent surveys have 
suggested a growing interest in using technology for perfor-
mance management purposes. Specifi cally, a survey in 2006 con-
fi rmed that performance management software functionality 
was ranked as the highest priority over other automated human 
resource systems (such as training), although approximately 66 
percent of respondents also indicated that they did not currently 
use any technology solutions for performance management 
purposes (Lawson,  2006 ). Although these numbers suggest that 
interest in using technology for performance management is rel-
atively high, this is a recent trend and adoption rates are still low. 
Also, the design of technology solutions for performance man-
agement has been driven by organizational challenges and prac-
titioner needs, not based on a foundation of academic research. 
In reality, limited research has been conducted to examine the 
concept of performance management as a system and the impli-
cations of technology for performance management. The scant 
research related to this topic over the past decade has focused 
on two subjects, namely electronic performance monitoring and 
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           Exhibit 13.1  Best Practice Recommendations for How 
Technology Can Be Used for Each Stage of the 

Performance Management Process.   

   Prerequisites 

   Provide mapping tools so business units can visually 
articulate how their strategy aligns with the broader 
organization ’ s priorities.  

   Complete job analysis activities to identify the position ’ s 
critical job tasks and KSAs.  

   Collect quantitative or qualitative data on performance 
dimensions and rating formats before they are fi nalized.  

   Offer access to performance management standards and 
processes as they are established and/or revised.    

   Performance Planning 

   Use a shared electronic workspace to collaboratively create a 
performance plan.  

   Incorporate automated messages to alert stakeholders when 
the performance plan is modifi ed.  

   Link the plan and associated performance competencies 
to an online database of organizational training and 
development opportunities.    

   Performance Execution 

   Use EPM to report current performance status and 
performance status changes to managers for coaching and 
feedback opportunities.  

   Track achievement of performance goals and revise 
prioritization of goals and projects over time.  

   Submit electronic requests for performance feedback from 
stakeholders upon project completion.  

   Store performance rater profi les in the form of connections 
within a professional networking structure.    

   Performance Assessment 

   Track objective performance indicators (such as profi tability) 
over the performance period.  

(Continued)

•

•

•

•

•

•

•

•

•

•

•

•
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Exhibit 13.1 (Continued)

   Collect subjective performance data using technology -
 enabled  methodologies such as computerized adaptive rating 
scales.  

   Create a managerial dashboard to aggregate performance 
data and provide a window into performance results.  

   Provide analytics and reporting tools for managers to 
summarize performance and identify performance trends.    

   Performance Review 

   Use data from an integrated performance portal to identify 
the appropriate time for a performance review, rather than 
basing it on the calendar year.  

   Offer online managerial training of performance review and 
feedback best practices.  

   Utilize technology services to conduct the performance 
review in the case of virtual manager - subordinate 
relationships.    

   Performance Renewal and Recontracting 

   Use performance reports to revise the previous performance 
plan.  

   Update performance goals at the individual and business 
unit level to refl ect new performance initiatives and to align 
with new organizational strategic goals.  

   Aggregate performance data over the employee lifecycle to 
create a graphical timeline of performance.    

 Succession Planning 

   Use data from the performance management system to 
identify and track high - potential employees.  

   Create a networking portal for employees to post 
professional profi les and review developmental and 
mentoring opportunities.  

   Administer online developmental and promotional 
assessments to identify employee strengths and weaknesses.  

   Offer tools for employees to map their anticipated career paths.  

•

•

•

•

•

•

•

•

•

•

•

•

•
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telework. These two areas of research and practice are briefl y 
reviewed below to provide a historical context related to technol-
ogy ’ s role in performance management.  

  Technology of the Past: What Role Has Technology 
Previously Played in Performance Management? 
 Technology played a role in the performance management process 
well before the term  “ performance management ”  was popular and 
when performance management activities were conceptualized as 
separate human resource functions (for example, performance 
appraisal, succession planning, coaching). Historically, two major 
research streams relevant to technology and performance man-
agement existed in the industrial psychology literature: electronic 
performance monitoring (EPM) and performance management of 
telecommuting workers. 

  Electronic Performance Monitoring 

 EPM includes the surveillance, measurement, recording, and 
compilation of work - related activities of employees using elec-
tronic means (Bates  &  Holton,  1995 ; Stanton,  2000 ). Thus, EPM 
primarily contributes to the effort to measure performance, via 
indicators such as productivity, accuracy, speed, and errors. The 
ability to collect information continuously and in real time pro-
vides several benefi ts: objective measurement, continuous obser-
vational opportunity, immediate reporting, and assessment of 
physically distant employees. While EPM generally addresses the 
need to measure employee behavior and outputs, it may also con-
tribute to other goals of performance management, such as the 
provision of feedback, by allowing managers to achieve the con-
ditions of specifi city, accuracy, and timeliness needed to provide 
effective feedback to subordinates (Stanton,  2000 ). EPM may 
also contribute to the development of performance standards by 
requiring managers to contemplate the content and frequency of 
assessment measures prior to requesting monitoring data. 

 The use of EPM has been questioned by some for invading 
employee privacy, and has been connected to increased stress 
and health complaints, lower - quality work relationships, and 
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lower employee control perceptions (Bates  &  Holton,  1995 ; 
Hawk,  1994 ). As a result, a stream of research has provided guid-
ance on best practices for the development of EPM systems to 
yield the most positive employee response. The scope of tasks 
monitored has been related to employee reactions, such that 
EPM focused only on job - relevant activities is related to greater 
acceptance of EPM, reduced perceptions of invasion of pri-
vacy, and increased procedural justice perceptions (Alge,  2001 ; 
Grant  &  Higgins,  1991 ; McNall  &  Roch,  2007 ). Employee con-
trol also impacts reactions to EPM systems (Aiello  &  Svec,  1993 ; 
Amick  &  Smith,  1992 ), with individuals reporting more positive 
responses when given discretion as to when they are monitored 
or what types of tasks are monitored. Employees who are offered 
an opportunity to participate in the development of the EPM 
system or to voice their opinions about the system generally pos-
sess more positive attitudes and perceptions as well (Alge,  2001 ; 
Westin,  1992 ). 

 The purpose of the monitoring is also related to employee 
response. EPMs designed for employee development rather than 
prevention of undesirable behavior are viewed more positively, 
and those connected with feedback and appraisal systems are 
also favored (Amick  &  Smith,  1992 ; Chalykoff  &  Kochan,  1989 ; 
Wells, Moorman,  &  Werner,  2007 ). Monitoring at the group 
rather than individual level also has promise in terms of foster-
ing positive employee reaction. This approach may mitigate the 
increased stress related to EPM and improve acceptance (Aiello 
 &  Kolb,  1995 ; Aiello  &  Svec,  1993 ). Use of a combination of indi-
vidual and group monitoring may also lead to greater acceptance 
(Grant  &  Higgins,  1991 ). Other factors that warrant consider-
ation include frequency of monitoring and the roles and num-
ber of people who receive monitoring results (Grant  &  Higgins, 
 1991 ; Hawk,  1994 ). Additional research suggesting current lev-
els of performance and diffi culty of standards affect reactions 
to EPM should be noted. Individuals or groups who are already 
performing well or who strive to meet easy standards may perform 
better and be more satisfi ed when monitored, while perfor-
mance and satisfaction among those still learning the task or 
given diffi cult standards may decrease (Aiello  &  Kolb,  1995 ; 
Stanton,  2000 ). 
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 These research fi ndings and best practices regarding EPM 
have implications for using an automated system for broader 
performance management purposes. The incorporation of tech-
nology is likely to affect a variety of aspects of employee life, 
including job attitudes, social interactions, and work behavior. 
Thus, short -  and long - term effects of technology across a 
spectrum of outcomes should be considered and assessed. 
Additionally, the inclusion of user input into the design of the 
technology system and procedures for its use, as well as the solici-
tation of user reactions to the technology system once imple-
mented, have the potential to increase acceptance rates and 
justice perceptions. Finally, if an EPM system is already in place, 
the structure and processes should be leveraged and the data 
should be integrated when building out additional automated 
performance management tools.  

  Telecommuting and Performance Management 

 Insight into the performance management challenges and best 
practices for telecommuting workers should also be incorporated 
into the design and use of automated performance management 
systems, specifi cally systems that are meant to serve employees 
working in virtual, distributed, or global environments. For 
instance, researchers have noted the challenges of managing the 
performance of teleworkers (Cascio,  2000 ) and have primarily 
suggested a renewed focus on traditional performance manage-
ment principles, with modifi cations for enhanced clarity in a vir-
tual work environment. Cascio ( 2003 ) proposed that the essential 
components of defi ning, facilitating, and encouraging perfor-
mance are even more critical in a virtual work environment than 
in a traditional one. The importance of developing clear, objective 
goals is promoted in the absence of frequent face - to - face commu-
nication between the subordinate and supervisor (Ellison,  1999 ; 
Illegems  &  Verbeke,  2004 ; Manoochehri  &  Pinkerton,  2003 ). 
Work agreements or contracts may be established to determine 
allocation of assignments, preferred communication methods, 
and specifi cation of performance expectations and standards. 

 The need to monitor employee achievement of goals in an 
objective manner is also stressed. Managers should move from 
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assessing time or activities to measuring projects or results 
(Cascio,  2003 ; Grensing - Pophal,  1999 ). Such assessments may 
focus on quality, quantity, timeliness, and cost - effectiveness, 
among other dimensions, using electronic monitoring or more 
subjective assessments (USOPM, 2003). Managers must feel 
comfortable relinquishing control over details and may need 
to utilize more active project management techniques, includ-
ing providing not only project deadlines but also timelines for 
completion of milestones, and requesting frequent updates on 
project status. Ongoing assessment of performance in relation 
to specifi ed goals is likely to keep the focus of workers and man-
agers on primary tasks, as well as reduce the delay in providing 
feedback to employees. 

 While frequent electronic performance feedback may assist 
in coaching and developing teleworkers, more direct methods 
are helpful but challenging to use. A study of managers experi-
enced at supervising teleworkers indicated that regular face - to -
 face meetings or scheduled electronic visual communications via 
videoconferencing may be a useful addition to coaching efforts 
(McGraw  &  Kelly,  1995 ). Introducing new tasks or assignments 
and offering the same training opportunities available to in - offi ce 
workers may also assist in building new skill sets among telecom-
muting workers. 

 These challenges associated with monitoring and support-
ing the performance of teleworkers are consistent with the issues 
that will arise when implementing a technology - based perfor-
mance management system for employees working in virtual, 
distributed, or global environments. The suggestions offered 
for managing teleworkers from Cascio and others point to the 
importance placed on using sound research - based performance 
management principles, not to using a technology solution as a 
panacea when managing employees virtually. That being said, 
a technology solution that enables the use of proven perfor-
mance management techniques offers many benefi ts when man-
aging virtual employees, including easy access to consistent 
information across the employee base. This benefi t, along with 
others associated with using technology to support various per-
formance management purposes and processes, is elucidated fur-
ther in the next two sections.   

CH13.indd   452CH13.indd   452 7/1/09   10:58:17 AM7/1/09   10:58:17 AM



Technology and Performance Management  453

  Technology As an Enabler: How Does Technology 
Support the Goals and Purposes of Performance 
Management? 
 When used appropriately, technology can facilitate the accom-
plishment of several performance management system goals and 
purposes. Aguinis ( 2007 ) identifi ed the following six purposes 
of a performance management system: strategic, administrative, 
informational, developmental, organizational maintenance, and 
documentational. Below, examples are provided as to how tech-
nology can support a performance management system to serve 
each of these purposes. 

  Strategic Purposes 

 For a performance management system to serve a strategic pur-
pose, the critical characteristic is for an individual employee ’ s 
goals to be aligned with those of the overall organization 
(Aguinis,  2007 ). In the goal - setting literature, allowing employees 
insight into the broader goals of their departments, business 
lines, and companies and where their individual goals fi t into 
these strategic objectives has been identifi ed as an important 
source of motivation for employees (Locke  &  Latham,  1990 ). 
Regardless of whether goals are  “ cascaded down ”  from the orga-
nization ’ s overall business initiatives to those of individual con-
tributors or  “ rolled up ”  from teams to departments to business 
lines, a technology - based performance management system 
offers the opportunity to set these goals in a systematic way and 
allow the resulting goals to be accessible to all employees. 

 For instance, capabilities are available in automated systems to 
enter goals and alert the owners of relevant business units when 
goals have been entered. Managers should be using the goals of 
other business units that are closely aligned to inform their own 
unit ’ s goal development. Mapping tools are also available to indi-
cate how the goals across individuals or business units relate to 
each other (for example, how each goal of an individual team 
member relates to one or more goals of his or her overall team). 
After goals have been input and accepted by the goal owners 
and their supervisors through the system, it is critical that they 
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be available for public consumption across the organization, at 
least in a summarized form if not in their entirety. In the case of 
a distributed workforce where the goals of the corporate execu-
tive team or even regional management are not visibly present 
or readily communicated to line employees, knowledge of and 
access to these goals are imperative for a strong organizational 
culture across the enterprise (McAleese  &  Hargie,  2004 ). A 
 technology - based performance management system can serve 
this need by allowing employees continual access to this informa-
tion, not just when the executive team discusses it at an annual 
company meeting.  

  Administrative Purposes 

 For a performance management system to effectively serve an 
administrative purpose, data in the system must be available to 
inform administrative decisions made about employees (for 
example, salary adjustments, recognition of exemplary perfor-
mance). There are two primary ways that automation of a 
performance management system can support this purpose. 
First, an automated system allows for easier data entry, data 
extraction, and summarization than a paper - based system does. 
For example, the employee can easily store commendations and 
favorable comments in the system; often, these data points are 
not stored with personnel fi les and annual performance reviews 
that are generally accessed when making decisions such as for 
merit increases and  “ performer of the year. ”  Those responsible 
for the administrative decisions can easily access the data. These 
data could be available to responsible parties across the company 
without accessing a physical employee fi le. Finally, at least in the 
case of standard performance assessment forms and associated 
data, an automated system can offer reporting and metric tools 
that summarize and compare performance across employees for 
the purposes of making larger administrative decisions (such as 
layoffs). As an aside, if an automated system was implemented 
and employees were informed of their responsibility to enter 
performance - related information and correspondingly the proc-
ess whereby the data would be used to make important admin-
istrative decisions, employees would be more motivated to input 

CH13.indd   454CH13.indd   454 7/1/09   10:58:17 AM7/1/09   10:58:17 AM



Technology and Performance Management  455

 performance information in the system, and a more accurate pic-
ture of performance over time and from different perspectives 
would be available. 

 Second, automation allows the opportunity to integrate the 
performance management system with other human resource 
applications, most notably the payroll and compensation system 
for administrative purposes, which is likely automated as well. 
Integration of these automated solutions allows for the effi cient 
sharing of information between the systems, which is important 
given that performance management data should be inform-
ing administrative decisions (for example, during annual per-
formance reviews, compensation adjustments are entered into 
the performance management system and they are automati-
cally refl ected in the payroll system). The integration of a per-
formance management system with other systems within the 
talent management suite is discussed in more detail later in this 
chapter.  

  Informational Purposes 

 The use of technology for a performance management system 
arguably supports the informational purpose the best. By nature, 
a technology - based performance management system allows for 
the continuous process of performance management and also the 
continuous communication of information collected through 
the performance management process. The motivation litera-
ture indicates that goals should be adjusted over time to remain 
relevant and shared with appropriate stakeholders to increase 
accountability (Donovan  &  Williams,  2003 ). Additionally, per-
formance feedback should be provided in a timely fashion for it 
to effectively stimulate behavioral alterations (Locke  &  Latham, 
 1990 ). Technology can support these principles by creating 
an opportunity for employees to readily update performance goals 
over time, managers to provide just - in - time performance feedback 
to their reports, and employees to make performance goals as widely 
accessible as appropriate. 

 Finally, if the performance management system is used on a 
regular basis similar to the frequency of use for automated time 
and attendance systems that are prevalent across organizations, it 
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can serve as a vehicle for performance - focused communication 
blasts. These could be as basic as managers being notifi ed when 
employees update their performance goals or as comprehen-
sive as a notifi cation to all those in a position across the entire 
enterprise when an update has been made to the performance 
competency model. These real - time updates are critical for the per-
formance management process to remain relevant for each 
employee over time. 

 Although entering performance information into an auto-
mated system should not replace more direct forms of com-
municating about performance, it can offer a method for 
performance information to be communicated in an ongoing 
and consistent fashion. How many times do supervisors lose the 
opportunity to share performance feedback because they can-
not immediately connect with the employee or do not want to 
send an email that will get buried in an inbox? How often would 
subordinates seek direction for a prioritization of performance 
goals if the request could be made effi ciently and couched in 
the context of performance improvement instead of just another 
question in the midst of many? Assuming a user - friendly inter-
face that allows for these communications to occur quickly and 
painlessly, an  automated performance management system can 
serve the role of facilitating these communications — with the 
added benefi t of documenting this dialogue for later perfor-
mance conversations. 

 Those who are more technologically savvy might think that 
instant messaging (IM) meets the criterion of quick and painless, 
and note that this type of technology is surely being used to com-
municate performance information today. While appropriate for 
some conversations (such as clarifi cation on an email, follow - up 
questions on a specifi c task, or requests for a status update), IM 
does not give the weight and priority to these communications 
that substantive performance conversations warrant and does 
not offer the opportunity for easy documentation and aggrega-
tion. By both differentiating these performance communications 
from other communications via IM and email and storing them 
in a specifi c location that houses other important performance 
data, these communications have been elevated in their impor-
tance and documented for future conversations.  
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  Developmental Purposes 

 Another purpose of a performance management system is to pro-
vide developmental feedback to employees for both immediate 
short - term use as well as long - term career planning. In addition 
to an automated system supporting the provision of general per-
formance feedback on an ongoing basis, it can also serve as a way 
to collect performance feedback on a project basis. Employees 
can specify their current projects and assignments along with 
the project stakeholders in the performance management sys-
tem. When the employee updates the system when a project has 
been completed, the system solicits performance feedback from 
the project stakeholders. This feedback can be readily available 
to the employee and/or can be provided to the employee ’ s man-
ager to serve as the basis for a future coaching session. 

 As part of an annual performance review, a select number of 
competencies can be identifi ed by a supervisor and his or her 
subordinate as the focus of development efforts for the next year. 
On a regular basis, managers can input performance feedback, 
even with a numerical rating on these specifi c competencies as 
the employee works over the course of the year to strengthen 
his or her behavior in these targeted areas. At year ’ s end, system 
data can display changes in performance on these competencies 
over time, eliminating common errors that occur at review time 
(recency effect) (Lowe,  1986 ). Finally, a career path and a long -
 term developmental plan are critical for an employee to remain 
motivated in his or her role and committed to the organization 
(Arnold,  2002 ). Some examples of career paths that are rele-
vant for an individual ’ s specifi c position can be available in the 
system, the critical behavioral competencies for other positions 
within the organization can be accessed by the individual for 
review, and career pathing tools can be used by an individual to 
construct his or her own career path, insert a projected timeline, 
share the path with mentors, and adjust the path over time.  

  Organizational Maintenance Purposes 

 Organizational maintenance as a purpose of a performance 
management system refers to workforce planning activities that 
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require insight into the current status and future needs of an 
organization ’ s human capital. Undoubtedly, an automated per-
formance management solution offers the benefi t of having 
performance data across the enterprise in an aggregated form and 
available for interpretation. For instance, a common workforce 
planning activity that leverages performance management infor-
mation is a talent audit, whereby current stock is taken of the 
workforce ’ s skills, abilities, and experiences for the purposes of 
forecasting future needs (such as recruitment or training) and 
making strategic business decisions (for example, adequate tal-
ent to move into a new vertical market, appropriateness of orga-
nizational restructuring) (Aguinis,  2007 ). Conducting a talent 
audit with an integrated electronic performance data repository 
is much easier than with performance data stored in paper form 
or in varying electronic sources (spreadsheets, databases, payroll 
systems), assuming that suffi cient reporting and analytic tools are 
available through the system to summarize and analyze the data 
so that accurate conclusions can be drawn. More details with 
respect to performance management reporting and analytics 
tools are offered later in the chapter.  

  Documentation Purposes 

 Of all the purposes of a performance management system, the 
purpose of documentation is probably the primary use — or at 
least one of the central foci of many performance management 
systems (Aguinis,  2007 ). Surely, paper - based performance man-
agement systems serve this purpose through carefully maintained 
employee fi les. Can a technology - based system offer an advantage 
over a paper - based system to meeting this need? The benefi t of 
automation here is consistent with the themes described above, 
namely the ease to access, enter, organize, and summarize infor-
mation. A supplementary advantage is that, assuming integration 
with other systems, all performance - oriented data (such as goals, 
reviews, compensation, feedback, and objective metrics such as 
sales) can be stored in one location. At times when documenta-
tion is needed, it is often needed with some urgency. Access to 
aggregated information in one portal is an advantage of an 
automated system during these times. 
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 As outlined above, technology can serve a role in accomplish-
ing each of the purposes of a performance management system. 
Beyond these general purposes, there are several components 
that, taken together, encompass a performance management 
system. Guidelines and specifi c ideas for how technology can be 
used to support these components are discussed below.   

  Technology ’ s Role in the Process: How Does 
Technology Facilitate the Different Components 
of the Performance Management Process? 
 Aguinis ( 2007 ) proposed that the process of performance man-
agement involves six steps: prerequisites, performance planning, 
performance execution, performance assessment, performance 
review, and performance renewal and recontracting. In general, 
technology offers opportunities to execute these steps in an effi -
cient and effective manner. Existing human resource informa-
tion technology (HRIT) systems may currently provide some 
of the options discussed below, although few would offer all. In 
general, it appears that managerial self - service programs, which 
allow managers access to databases of employee records and 
performance information as well as tools to analyze the data, 
are less common than portals allowing employees access to per-
sonal human resource information (Stone, Stone - Romero,  &  
Lukaszewski,  2003 ). As is evident from the examples below, to 
be maximally effective when completing the six steps of the per-
formance management process, managers and employees need 
to collaborate regularly and be shared owners of the process; 
because of this, a portal for both managers and employees to 
enter, access, and revise performance information is imperative. 

  Prerequisites 

 The prerequisites step includes the identifi cation of a company ’ s 
strategic goals and the completion of job analysis activities for 
the targeted positions. Technology may assist in developing and 
communicating the organization ’ s mission and priorities as well 
as ensuring that unit - level missions and priorities are in align-
ment with the organization as a whole. Electronic integration of 
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performance management data with other human resource func-
tions via an HRIT system can also assist in ensuring that perfor-
mance goals created for an individual employee contribute to an 
organization ’ s strategy. 

 A variety of technological means exist to identify a position ’ s 
tasks and required knowledge, skills, and abilities (KSAs), to col-
lect ratings on the frequency and criticality of tasks and KSAs, 
and to compile these data for the development of job descrip-
tions. This topic is not the focus of this chapter, however. Readers 
may fi nd useful information on this topic in Peterson, Mumford, 
Borman, Jeanneret, and Fleishman ( 1999 ) and McEntire, Dailey, 
Osburn, and Mumford ( 2006 ). During the prerequisites stage, 
consideration may also be given to issues regarding the imple-
mentation of new or revised performance management systems. 
Because user involvement in planning the system is related 
to subsequent support and acceptance of the system (Cawley, 
Keeping,  &  Levy, 1999; Roberts,  2003 ), technology can be used 
to invite employee participation in providing input about perfor-
mance dimensions and rating formats and testing trial versions of 
an automated solution. Information such as comprehensiveness 
of performance dimensions, ease of use and interpretation of rat-
ing formats, and perceived system fairness and usefulness may be 
collected in an effort to maximize ratee positive reactions to the 
appraisal system (Ilgen, Fisher,  &  Taylor,  1979 ; Keeping  &  Levy, 
 2000 ). In addition, the input of supervisors, potential raters, and 
other stakeholders may be solicited. Communication about the 
standards and process of the performance management system, 
which is essential for a due - process approach to performance 
appraisal (Folger, Konovsky,  &  Cropanzano,  1992 ), can also be 
accomplished through online messages and resources posted on 
the company intranet.  

  Performance Planning 

 After identifying the organizational strategy and job require-
ments, performance planning entails developing a shared under-
standing of expected behaviors and results, which are then 
specifi ed in a performance plan (Aguinis,  2007 ). Technology 
may be used to assist an employee and manager in virtually 
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creating and storing a performance plan. By using shared elec-
tronic workspaces such as those available through Google Apps 
and Microsoft Offi ce Live Workspace, the plan may be created, 
modifi ed, and updated by either party while the other person at 
a different location actually watches in real time as the changes 
are made. See Figures  13.1  and  13.2  for standard examples of 
what shared electronic workspaces look like from Google Apps 
and Microsoft Offi ce Live Workspace. Video demonstrations of 
these offerings are also available from these vendors online. This 
approach may promote employee commitment to goals through 
participatory goal setting processes (Roberts,  2003 ), as well 
as continuous awareness of goals, with both the manager and 
employee having constant access to the plan for review. These 
technological tools can be particularly helpful to complete the 
performance planning process when manager and employee 
do not work out of the same location, as is the case for many 
 supervisor - subordinate dyads these days (MCIWorldCom, 2001).   

 The performance plan may include courses of action for 
improvement, suggestions for continued development and 
enrichment, and a timeline for completion. Versions of the plan 
could be stored in HRIT systems, with any changes over time 
digitally tracked. Automated messages could be sent to both the 

Figure 13.1 Example of Shared Workspace with Google Apps.
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manager and employee when changes are made, such as record-
ing the completion of a task. In addition, an online database of 
organizational training and development opportunities may be 
linked to the plan, providing suggestions for current and future 
development.  

  Performance Execution 

 The performance execution stage includes responsibilities for 
both managers and employees (Aguinis,  2007 ). Employees must 
show commitment to achieving goals, solicit performance feed-
back, communicate with the supervisor, share progress toward 
achieving goals, and prepare for performance reviews. Managers 
must observe and document performance, revise initial stan-
dards and objectives as necessary, provide regular feedback, 
ensure provision of required resources, and reinforce effective 
behavior. Many of these aspects of performance execution can 
be seamlessly integrated through the use of HRIT, providing real -
 time information with limited resource burden on either person. 
Electronic performance monitoring (EPM) based on objectives 
determined cooperatively by the employee and  manager can 

Figure 13.2 Example of Shared Workspace with Microsoft 
Offi ce Live Workspace.
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report current performance status to both employee and man-
ager portals. In addition, the prioritization of goals and proj-
ects can be frequently reviewed and updated if this information 
is available via an automated platform. These pieces of data can 
assist the employee in consistently tracking performance and 
achievement of goals, allowing regular review of performance, 
rather than waiting until performance review time to self -
 appraise, and maximizing opportunity to alter behavior (Latham, 
Mitchell,  &  Dossett,  1978 ). EPM tools can also be used to send 
automatic notifi cation to the manager when performance status 
changes, offering the manager an opportunity to provide imme-
diate coaching and feedback. 

 During performance execution, automated tools can provide 
employees with means to solicit feedback from sources other 
than their supervisors. On an ongoing basis and at the end of 
each performance deliverable, the employee can submit an elec-
tronic request to associated co - workers and customers for perfor-
mance feedback using a standardized multi - source feedback tool 
incorporating relevant performance dimensions, which results 
in data for immediate feedback and future performance reviews 
(Stone, Stone - Romero,  &  Lukaszewski,  2003 ). Given research 
indicating the usefulness of peer and other feedback for develop-
ment (Bettenhausen  &  Fedor,  1997 ; Farh, Cannella,  &  Bedeian, 
 1991 ), this functionality presents an opportunity to add richness 
to performance data with limited requirements from peer raters. 
Information relevant to the invited raters (for example, rater pro-
fi le, connection to employee) could be stored in the system in a 
way similar to a connection in LinkedIn, a professional network-
ing site. The compilation of a web of feedback providers for the 
employee offers both a simple means of reviewing possible raters 
and their relationships to the target employee and advantages 
in soliciting feedback by making requests to raters with maximal 
knowledge of the employee ’ s performance in relevant areas.  

  Performance Assessment 

 Performance assessment as an ongoing technology - driven proc-
ess eliminates the requirement of collecting performance infor-
mation once or twice a year before the scheduled performance 
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review. EPM and goal - tracking software can collect a variety of 
metrics across time, avoiding the error of weighing recent per-
formance more heavily on appraisals (Stone, Stone - Romero,  &  
Lukaszewski,  2003 ). Essential personnel records, including absen-
teeism, disciplinary actions, and grievances against an employee, 
can be tracked and considered with other performance data. For 
positions with objectively measurable outcomes, indicators such 
as productivity, accuracy, speed, sales, and errors may be assessed, 
while for more subjective outcomes, quality of deliverables, use of 
available resources, and timeliness of meeting objectives may be 
of concern. The presence of situational constraints that impact 
performance outcomes should be considered and measured as 
well (Cardy  &  Miller,  2003 ). 

 Managerial self - service programs provide access to various 
types of integrated performance information, as well as tools for 
analyzing data and generating reports (Gueutal,  2003 ). Such pro-
grams may offer not only a view into historical information, but 
also mechanisms to collect current subjective performance evalu-
ation data. Computerized adaptive rating scales, which use adap-
tive testing principles to estimate performance using an item 
response theory algorithm, assist managers in providing ratings 
with less error (Schneider, Goff, Anderson,  &  Borman,  2003 ). In 
this process, raters complete a paired - comparison of statements 
scaled to performance effectiveness levels (such as one statement 
refl ecting above - average performance and one refl ecting below -
 average performance), and the iterative process of choosing the 
statement most representative of the ratee ’ s behavior leads to 
more precise, interval scale ratings of performance. Multi - source 
feedback ratings from supervisors, peers, subordinates, and cus-
tomers may be solicited following important project milestones 
or at regular intervals. Databases of ratings arranged by ratee and 
rater provide opportunities to analyze the rating process, such 
as identifying common errors and providing feedback to raters 
about their performance during the rating process (Kavanagh, 
Gueutal,  &  Tannenbaum,  1990 ; Stone, Stone - Romero  &  
Lukaszewski,  2003 ). For instance, the system may monitor ratings 
for severe leniency, such as a rater who provides the highest avail-
able rating for several ratees across multiple dimensions. This 
rater could be prompted with an automated message regarding 
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the importance of providing accurate feedback that differentiates 
among ratees, without requiring a personal intervention from a 
supervisor that makes the rater uncomfortable. Alternately, iden-
tifi cation of common biases across a group of raters may indicate 
the need for expanded rater training. An additional type of per-
formance information, portfolios, may also be incorporated into 
performance databases (Johnson  &  Isenhour,  2003 ). In these 
databases, employees can house supporting documentation of 
their performance based on project management schedules and 
activity reports as timelines are met. 

 HRIT systems may assist not only in analyzing a variety of per-
formance indicators, but also in generating the narrative that is 
included in individual feedback reports (Cardy  &  Miller,  2003 ). 
This option provides assistance, particularly for managers with 
little experience in providing feedback or who are lacking in writ-
ing skills, but should really only be used to establish a base draft 
of the feedback report. Software programs also provide review 
services to examine the potential for discriminatory language or 
legally problematic statements (Cardy  &  Miller,  2003 ). 

 Ideally for the performance assessment stage, technology is 
used to support the collection of both objective performance 
metrics and subjective performance ratings in a consistent and 
frequent manner from multiple sources throughout the perfor-
mance period. These data are integrated and available to the 
supervisor via a performance dashboard with analytics and report-
ing tools that can be used to identify performance trends, which 
is the basis of the conversation come performance review time.  

  Performance Review 

 The process of conducting the performance review meeting is 
often considered the most diffi cult and unpleasant aspect of per-
formance management (Aguinis,  2007 ; Geddes  &  Baron,  1997 ). 
In addition, evidence exists that feedback does not always result in 
performance improvement (Kluger  &  DeNisi,  1996 ). Thus, tech-
nology has ample opportunity to enhance the performance review 
meeting by fostering more positive attitudes and increasing the 
effectiveness of performance feedback. Performance data linked 
with workfl ow systems can alert managers to the optimal time 
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for reviewing performance, rather than relying on a standard 
schedule (Gueutal,  2003 ). Supervisors and others providing per-
formance feedback should be trained via online technology in 
performance review best practices, such as focusing feedback on 
tasks, presenting solutions to problems, and offering an opportunity 
for employees to express their feelings (Kluger  &  DeNisi,  1996 ). 

 Technology, such as videoconferencing or web conferenc-
ing, may be used to conduct the actual appraisal review meeting 
in the case of telecommuters who are physically distant or for 
supervisors who are geographically separate from their subor-
dinates. In addition, this format could allow for multiple stake-
holders at different locations to be present at the meeting. Data 
from EPM or other performance assessment solutions should be 
available to support the performance review conversation, and 
technological support tools may be provided to assist supervisors 
in following the most effective steps to providing feedback. For 
instance, interactive online guides may be available in manage-
rial self - service programs to assist managers in following a series 
of steps through a fl ow diagram, offering advice about interpret-
ing numerical performance information and integrating subjec-
tive information, identifying areas of strength and weakness, and 
consolidating performance information into a structured and 
focused performance review.  

  Performance Renewal and Recontracting 

 Activities in the performance renewal and recontracting phase 
refer back to those in the performance planning stage (Aguinis, 
 2007 ). The manager collaborates with the employee to consider 
revision of the performance plan from the previous cycle, taking 
into account all available information collected in the interven-
ing timeframe. Broader system data are used to identify necessary 
changes in individual performance goals based on the cascad-
ing of new organizational and departmental strategic priorities. 
Performance data should be stored in such a way that a graphi-
cal view of an employee ’ s performance trends over time could 
be created. This view would represent performance over the 
employee ’ s lifecycle and could be used to evaluate  improvement 
over time, much better than independent reviews stored separately 
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in a database. Assuming quantitative data are available from per-
formance ratings every year (for example, numerical ratings on 
different competencies or an overall rating), the graph could not 
only show changes in an individual ’ s performance ratings over time 
but also how the individual performed that year in relation to 
the average ratings for others in his or her workgroup or position 
in the company. These reference points would be particularly 
helpful during the performance renewal and recontracting stage 
when performance plans and goals are adjusted for the next per-
formance cycle.  

  Succession Planning 

 In addition to the six steps of performance management pro-
posed by Aguinis ( 2007 ), technology also has the potential to 
contribute to organizational succession planning. Data gen-
erated through the six performance management stages and 
stored in a performance management system can be used to 
identify and track high - potential employees, determine and offer 
developmental opportunities, and establish potential mentor-
ing relationships (Stone, Stone - Romero,  &  Lukaszewski,  2003 ). 
Systems data could facilitate turnover analyses to identify areas 
of concern for the retention of promising employees. Portals 
may be developed for employees to post internal WebPages simi-
lar to social networking sites (for example, Facebook; Bersin, 
 2007 ) with their experiences and interests so that matches can 
be made across the enterprise with any developmental or men-
toring opportunities (for example, short - term job assignments 
or permanent position openings). Interested employees could 
subscribe to notifi cations of new postings based on matches with 
keywords. Succession planning may also be facilitated through 
the use of technology solutions for the actual delivery of develop-
mental and promotional assessments, simplifying the process of 
identifying and matching high performers to appropriate posi-
tions. Such technologies include online media - rich assessments, 
such as virtual reality simulation or video - based simulation, and 
computerized adaptive testing ( Jones  &  Dages,  2003 ). Integrated 
 personnel assessment platforms can assist in capturing and com-
piling all essential personnel information and support other 
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stages of assessment, such as scoring the assessment and generat-
ing the assessment results report. 

 Exhibit  13.2  expands on the discussion of technology ’ s role 
in the process by describing a case study of the implementation 
of an enterprise - wide performance management system using a
variety of technological tools. This case articulates specifi c exam-
ples of the integration of technology into each step in the proc-
ess of performance management.   

          Exhibit 13.2  Case Study of Enterprise - Wide Performance 
Management System.           

  Prerequisites 
 A team of managers from various levels of the organization used 
groupware to review and revise the organization ’ s mission and 
develop organizational goals and objectives relevant for the current 
strategic direction. This new mission and a model of core organiza-
tional competencies were shared with all employees to maximize 
employee involvement and support. Using mapping software, units 
generated specifi c unit - level performance goals and ensured con-
tinuity across units by maintaining focus on the organizational 
mission as well as incorporating the core organizational compe-
tencies across all jobs. Job descriptions were revised by managers 
and employees using shared electronic workspaces to ensure the 
descriptions were relevant for the updated organizational mission. 
An automated HRIT platform was confi gured to collect, store, ana-
lyze, and report performance - related information and to support 
integration with other HR functions. Employees were encouraged 
to view a beta version of the platform, and feedback on the new 
system was solicited from employees and management prior to offi -
cial launch. Raters were required to complete online rater training 
before their fi rst use of the performance management system.  

  Performance Planning 
 Employees and managers used online job - description - based tem-
plates to establish and revise individualized performance plans, 
which were stored on a shared platform in the HRIT  system. 
Technology - based methods of measuring behaviors (online 
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project - based multi - source feedback) and objective results (EPM 
related to quality, quantity, cost and/or time) were established. 
Specifi c goals for development were set and linked to organiza-
tional training and development opportunities when appropriate. 
Reminders of developmental goals and dates of milestones in the 
performance management process were automated.  

  Performance Execution 
 Subjective and objective performance data were collected regu-
larly across the performance cycle and housed in the HRIT sys-
tem. Minimum frequencies of EPM and multi - source feedback 
for observation and documentation of performance were estab-
lished and users were prompted if standards were not met. EPM 
data were available in real time through manager and employee 
portals. Employees requested project - based behavioral assess-
ment ratings from stakeholders and completed self - ratings.  

  Performance Assessment 
 Managers and employees were provided with automated monthly 
goal tracking reports in addition to the opportunity to view EPM 
data in real time. The HRIT system allowed managers or employees 
to leave messages for one another regarding the results of the 
monthly report. In addition to established subjective and objec-
tive metrics, employees compiled additional information in 
performance portfolios available on the platform for managers 
to view. Managers used automated reporting tools to integrate all 
available measures of performance and goal attainment.  

  Performance Review 
 The review meeting was framed around a competency - based 
feedback report used across the enterprise, as well as perfor-
mance and goal - attainment analyses specifi c to the job and 
employee. An interactive best - practices strategy tool assisted man-
agers in preparing for the meeting, while successful performance 
feedback provision and coaching were demonstrated by example 
via online role - play videos. Employees were permitted to make 
electronic notations on the fi nal performance review report in 
order to provide an additional opportunity for voice.  

(Continued)
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Exhibit 13.2 (Continued)

  Performance Renewal and Recontracting 
 A shared HRIT workspace was used to document changes in the 
performance plan agreed on in the review meeting. Any changes 
in the organizational or unit - level mission and objectives were 
incorporated into individual performance plans to ensure con-
tinuous relevance of all goals and performance metrics. Over the 
interim until the next appraisal, manager and employee viewed 
past and present performance and future goals on the platform 
in real time and via monthly reports, ensuring continual atten-
tion to relevant behaviors and results.  

  Succession Planning 
 Performance data and trends were mined to identify candi-
dates for developmental opportunities and potential promotion. 
Employees were also given tools to pursue professional develop-
ment. Online assessment activities provided an opportunity to 
identify weaknesses in core skills and suggested methods of devel-
opment. Employees had access to information on career paths 
and associated requirements for promotion on the HRIT system.     

 These past two sections spoke largely to the myriad uses that 
technology can serve when working to accomplish the goals and 
carry out the primary components of performance management. 
It is worth discussing, however, the challenges that can arise 
when trying to utilize technology for performance management 
purposes. Some of these are described below.   

  Technology As a Challenge: What Complications 
Does Technology Create in the Performance 
Management Process? 
 As outlined above, automating a performance management sys-
tem offers several benefi ts, most notably those related to the 
centralization of data, integration of performance data with 
information from other systems, and ease of data input and 
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retrieval. Unfortunately, the same characteristics of technology 
that make these benefi ts possible can also create challenges if the 
technology does not function properly, is used inappropriately, 
or is relied on too heavily. Below, several challenges associated 
with using technology for performance management purposes 
are outlined. These challenges should be considered fully during 
the development of specifi cations for an automated solution and 
a model of the performance management process. 

  Information Overload 

 Technology allows for voluminous amounts of performance data 
to be continuously collected and instantaneously accessed, mak-
ing information overload a real concern for both managers and 
employees. Although the concept has been discussed for some 
time (Schneider,  1987 ), it has been studied with increased focus 
within the past decade across disciplines such as organizational 
science, marketing, and education (Eppler  &  Mengis,  2004 ). In 
general, research has shown that information technologies exac-
erbate information overload and that information overload can 
have detrimental effects on the fulfi llment of job responsibilities, 
experience of stress, and likelihood of working overtime and tak-
ing work home (Klausegger, Sinkovics,  &  Zou,  2007 ). 

 Across disciplines, strategies have been proposed to miti-
gate information overload. The following recommendations 
are of particular relevance for a technology - based performance 
management system: create a graphical display of how the sys-
tem components are organized and where the user currently is 
located in reference to the system ’ s broader structure (Chen, 
Kinshuk, Wei,  &  Chen,  2008 ); use branching logic to organize 
data around performance competencies instead of in a linear 
fashion based on time; offer searching functions based on key 
words; and incorporate a personal  “ clippings ”  area for particu-
larly useful or frequently accessed performance information 
(Kear  &  Heap,  2007 ). Finally, provide tools for managers to 
organize, summarize, and analyze performance data, offering 
them assistance in turning the information into  “ intelligence ”  
(Klausegger, Sinkovics,  &  Zou,  2007 ).  
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  Overexposure 

 Making the collection and sharing of performance - related infor-
mation through an automated system a frequent work behavior 
runs the risk of diluting the importance and value of the infor-
mation due to overexposure. This challenge has been tackled 
in the area of surveys, where the phenomenon has been labeled 
 “ survey fatigue ”  and  “ over - surveying ”  (Porter, Whitcomb,  &  
Weitzer,  2004 ; Saari,  1998 ). Recommendations on ways to avoid 
overexposure and more specifi cally develop effective electronic 
performance surveys can be leveraged from the employee survey 
literature (Thompson, Surface, Martin,  &  Sanders,  2003 ). For 
example, organizational owners of the performance manage-
ment system should challenge themselves to develop novel ways 
to keep interaction with the system engaging and make sure that 
every request for data (for example, a request for performance 
feedback on a co - worker) is necessary and includes an explana-
tion as to the reason for the request, whether anonymity is pos-
sible, and how the data will be used.  

  Time Requirements 

 Although automation of paperwork alleviates some time com-
mitments on individuals responsible for the performance man-
agement process, particularly those in human resources, if the 
system is clunky or slow, it could require more time from others, 
particularly employees inputting information into the system 
or trying to access data through integrated portals. Couple the 
increased time commitment with a negative experience from 
user - interface inadequacies, and those utilizing the system will 
likely experience substantial computer frustration, resulting in 
decreased productivity and negative affective reactions (Lazar, 
Jones,  &  Schneiderman,  2006 ). Also, as indicated above, tech-
nology should facilitate the collection of performance data, the 
re - visitation of performance goals, and the provision of perfor-
mance feedback on a more ongoing basis than what is feasible 
with a paper - based system. If these practices are adopted, an auto-
mated system could actually be more time - intensive, particularly 
for managers who were previously only approached annually for 
performance reviews. 
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 This challenge underscores the importance of implementing a 
solution that is streamlined and offers effi cient ways to work with 
the data. With respect to methods of data collection that mini-
mize time commitments, similar to the challenge of overexpo-
sure, best practices can be gleaned from research and practice 
in surveys, where the  “ pulse survey ”  has been created to collect 
employee feedback often and with minimal intervention (Wells, 
 2006 ). A pulse survey includes a short set of questions that is 
administered more frequently than traditional annual employee 
surveys, often in an attempt to measure the  “ pulse ”  of an orga-
nization over time and with less intrusion on employees. Finally, 
as with all technological implementations, additional time will 
be needed until users are familiar with and feel comfortable with 
the solution. This expectation must be set across the organiza-
tion to ensure that commitment to the system does not weaken 
shortly after implementation because of the additional time 
requirements.  

  Over - Reliance on Automation 

 Given the money and time required to develop and implement 
an automated performance management system, organizational 
leaders may be inclined to assume that the technology will now 
do the work of performance management, but this is not the 
case. Technology facilitates the process of performance man-
agement, but performance management is still largely a people 
process, meaning that every employee, in varying ways, must be 
accountable for performance management, and select individuals 
must be champions and owners of the performance manage-
ment process. 

 Lessons can be learned from on - boarding, another impor-
tant human resource function for which automated systems have 
been developed. Currently, the trend is for companies to auto-
mate their new - hire paperwork such that employees read and 
complete the paperwork online, even using an electronic sig-
nature to sign the forms (Tarquinio,  2006 ). Clearly, this is not a 
comprehensive on - boarding system, given that on - boarding also 
consists of orienting new employees to their specifi c job tasks and 
associated work expectations as well as socializing them into 
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the company ’ s norms, culture, and team dynamics (Bauer,  2007 ). 
In the same way, companies may fall victim to thinking they have 
a comprehensive performance management system because they 
automate administrative/paperwork processes (for example, if 
on an annual basis, an employee uploads his self - evaluation and 
approves his review). The key here is to fully understand what 
performance management includes, as defi ned in the other 
chapters of this book, and then set the expectations of organi-
zational members that the role of technology is to support these 
performance management components, not replace them.  

  Miscommunication 

 Technology can greatly support the communication of informa-
tion during performance management; however, the use of tech-
nology to communicate information related to an important and 
emotionally charged topic such as job performance can also cre-
ate opportunities for confusion and frustration. Two points are 
worth mentioning here with respect to communication challenges 
when using technology for performance management. First, this 
issue has been cited as a challenge for some time in the broader 
context of sharing any type of information via tools such as email 
and instant messaging. The ease of using these tools has resulted 
in information being shared without thorough consideration of 
the content by the sender, which also enhances the opportunity 
for misinterpretation by the receiver. While this issue may be rele-
vant in the case of a performance management system, the use of a 
separate performance - specifi c system to enter and access this infor-
mation will likely mitigate this problem. The act of entering a spe-
cifi c portal to provide performance feedback and the knowledge 
that the feedback will be available for future review and use should 
result in the sender providing more carefully considered feedback. 

 Second, similar to any system that offers individuals the oppor-
tunity to write reviews of some sort (think about writing reviews 
of submissions for the annual SIOP conference), capabilities can 
be built into the system to give the reviewee voice and protect the 
integrity of the system. For instance, feedback can be  solicited 
from select individuals who possess adequate knowledge of the 
employee ’ s performance, or exact timeframes can be  specifi ed 
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for when performance feedback will be accepted. The target 
employee can add comments as a supplement to the feedback 
so that his or her perspective is documented, which is an oppor-
tunity for voice and may result in more favorable fairness per-
ceptions (Erdogan, Kraimer,  &  Liden,  2001 ). Finally, similar to 
how some listserves and message boards function, a member of 
human resources could monitor the performance feedback and 
 “ approve ”  it for posting. Admittedly, the practicality of this last 
recommendation must be evaluated in light of internal resources 
and the likelihood of inappropriate postings.  

  Technology Literacy 

 By defi nition, an automated performance management system 
requires system users to possess certain knowledge and skill to 
use the technology. The extent to which this poses a challenge is 
dependent upon several factors, including who will be interact-
ing with the system (for example, all employees or only human 
resource personnel), the nature of these interactions (for exam-
ple, clicking a button to approve a performance review once a 
year or revising performance goals on an ongoing basis), and the 
current jobs and associated requirements for those who will be 
interacting with the system (for example, software engineers or 
retail clerks). In general, if the system is being used to the fullest 
extent possible and its capabilities are being maximized to meet 
the six purposes described above, all employees should be inter-
acting with the system on a frequent basis, which will require a 
level of technology literacy. 

 Assuming the use of sound change management principles 
and the provision of adequate training when the system is imple-
mented, using the automated system will not likely present a hin-
drance for most employees. For those workers who have little 
interaction with technology, such as in the case of many hourly 
employees, a larger - scale initiative that occurs well before the 
implementation of the system is needed to provide training with 
hands - on practice and an opportunity for workers to fully under-
stand how the system will directly benefi t them, which result in 
greater comfort with technology and better system adoption rates 
(Marler, Liang,  &  Dulebohn,  2006 ; Venkatesh, Morris, Davis,  &  
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Davis,  2003 ). These types of workers might also not use or have 
access to a computer as part of their jobs. Obviously, this must 
be considered when determining what level of interaction will be 
required with the automated system. Novel ideas may also be con-
sidered, such as loading software onto technologies that these 
workers do use as part of their job, for instance, a point - of - sale 
system for a retail or food service worker. 

 Overall, the challenges outlined above can be largely miti-
gated both through careful planning of the technology require-
ments of the solution and through development of sound 
performance management practices, which are necessary for an 
effective system whether it uses technology or not. During this 
planning process, several practical decisions are made centering 
on the creation, implementation, and support of the system. It is 
these practical issues that we turn to next.   

  Taking Technology System - Wide: How Do You 
Implement a Technology - Based Performance 
Management System? 
 Although technology can be used to support the individual com-
ponents of the performance management process such as in 
those ways described above, the trend is to use a technology solu-
tion to automate and incorporate all of the performance manage-
ment activities that comprise the system. This section highlights 
some of the important practical points to consider when using 
this latter approach. 

  Decide Whether to Buy or Build 

 When planning to implement an automated performance 
management system, due diligence must occur early to decide 
whether building or buying a system is more appropriate, given 
organizational priorities, needs, and resources. The largest fac-
tors that will dictate whether building or buying a solution is the 
right choice are whether organizational resources are available 
internally to build the solution and how customized and complex 
the solution needs to be to meet organizational  requirements. 
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While the price tag for buying a solution may seem large, a 
comprehensive analysis to estimate the costs to build the solu-
tion must be undertaken. These costs for building the solution 
are not solely fi nancial for purchases of technology software 
and hardware but also include the expertise and time of inter-
nal technology resources (Halogen,  2006 ). Many organizations 
might not have this type of talent internally and will need to con-
tract some of the work to technology vendors anyway. 

 The second factor when considering whether to buy or build 
a solution is the complexity and uniqueness of the organization ’ s 
performance management requirements. As system requirements 
increase, the likelihood of an  “ out - of - the - box ”  solution meeting 
these needs decreases. An intermediary option is to buy a standard 
technology solution that includes access to confi guration tools, 
which offers the opportunity to further customize the solution to 
support the organization ’ s specifi c needs. Regardless of whether 
an organization is initially leaning toward building or buying the 
solution, the fi rst step is to develop an internal product require-
ments document (PRD) that specifi es the required functional-
ity for the solution and then engage with technology vendors to 
preview their capabilities. To identify vendors of performance 
management software and learn about their product offerings, 
readers are referred to the 2007 Gartner report  MarketScope for 
Employee Performance Management Software  (Holincheck,  2007 ), 
which includes a comprehensive evaluation of twenty - eight per-
formance management software vendors by impartial indus-
try analysts. By fi rst developing system requirements and then 
reviewing what functionality is available in the marketplace, 
buyers can make an educated decision as to whether a current 
product offering can meet the organization ’ s needs or whether a 
custom solution must be developed.  

  Use Change Management Strategies 

 The implementation of a technology - based performance man-
agement system should be viewed like any other large - scale orga-
nizational change. It has been acknowledged in the literature 
that enterprise - wide implementations of technology solutions do 
fail on a regular basis and that the failure is often attributed to 
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employee resistance (Kwahk  &  Kim,  2008 ). To reduce the likeli-
hood of failure for this reason, change management techniques 
should be used to foster readiness for change (Armenakis, Harris,  &  
Mossholder,  1993 ) by educating the organization about the 
 rationale behind the change; gaining support for the solution 
from key stakeholders who are widely respected and can serve as 
internal change agents; offering suffi cient training well in advance 
of implementation so that users feel competent in their ability to 
navigate the system; and providing substantial resources and sup-
port when the system goes live should users experience any chal-
lenges (Marler, Liang,  &  Dulebohn,  2006 ). Additionally, when 
developing the PRD, a committee should be formed that includes 
representatives from all business lines and organizational levels 
(both managers and individual contributors). This committee 
can provide input as to which feature functionalities are general
requirements across business lines and levels and which should be 
open for variation across these vectors. This ensures that the sys-
tem requirements and processes developed acknowledge the 
unique needs of different business units and constituencies, while 
still creating a level of consistency across the enterprise. 

 If both new performance management processes and new 
technology to support these processes are implemented at the 
same time, users run the risk of being overwhelmed and con-
fused, and the technology may be blamed for challenges that are 
actually due to insuffi cient vetting of new processes (Sinangil  &  
Avallone, 2001). For this reason, it is recommended that new 
performance management practices be introduced fi rst, allow-
ing for employees to work with these new processes, employee 
 feedback to be solicited, and changes to be made to ensure opti-
mal functioning prior to introducing the technological com-
ponents. In essence, this represents a phased implementation 
approach whereby the content, process, and tools are introduced 
before the technological infrastructure is rolled out.  

  Remember That Content Is King 

 As was alluded to earlier when describing the challenges of rely-
ing too heavily on technology, it is imperative that, coinciding 
with the effort to create a viable technology solution, signifi cant 
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focus be placed on developing the content that will be housed 
within the solution and tools that will maximize the effectiveness 
of the content. This means applying research fi ndings to create 
content such as relevant behavioral competencies and rating 
scales for performance assessment and tools such as training for 
supervisors on how to deliver effective performance feedback 
and provide effective coaching to subordinates (Latham, Almost, 
Mann,  &  Moore,  2005 ). 

 An easy analogy can be drawn to another area of human 
resources in which technology solutions are plenty but content 
is still king, namely, hiring employees using applicant tracking 
systems (ATS). An ATS enables applicants to apply online and 
hiring managers or recruiters to use an online portal to review 
their applications, administer selection assessments, initiate 
background checks, and move the applicants through the hiring 
workfl ow (ERE, 2007). While this solution ensures that the staffi ng 
process is effi cient, it certainly does not ensure that the staff-
ing process is effective. All the appropriate content (for example, 
job - relevant and valid assessments) and tools (for example, inter-
view training for hiring managers) must still be in place, or the 
solution is only enabling the company to hire the wrong people 
faster. Also in the case of performance management, what is so 
great about more effi ciently evaluating people against standards 
that are not relevant for their jobs or important for overall orga-
nizational strategy and success? The right content needs to be in 
place before performance management technology can offer any 
real advantages to an organization.  

  Keep Integration in Mind 

 It is fi tting that the topic of integration is the last major area that 
is addressed in this chapter, given that it represents the long - term 
goal for virtually all efforts to automate a performance manage-
ment system. Moreover, many of the benefi ts cited above with 
respect to using technology for performance management pur-
poses can only be fully experienced if integration of the solution 
with other human resource applications is achieved. These other 
human resource applications generally refer to other talent man-
agement solutions such as an ATS for recruitment and selection, 
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a learning management system (LMS) for training, and solutions 
available for workforce planning and compensation (Levensaler, 
 2007 ). Depending on an organization ’ s industry and priorities, 
it might also make sense to integrate the performance manage-
ment solution with software used for operational purposes such 
as time and attendance, scheduling, and sales. 

 Practically speaking, integration of technology solutions can 
mean different things. In reality, there is a continuum of integra-
tion capabilities, and an organization must determine which level 
of integration is a  “ must have ”  as compared to a  “ nice to have. ”  
This integration continuum can run from completely separate 
systems that are housed in different places and do not share 
information to solutions that share data behind the scenes but 
still function as separate systems to systems that are integrated 
such that an employee can use a single sign - on to access all the 
systems and reporting tools can pull data across systems for anal-
ysis. For instance, integration may allow human resource person-
nel to search by employee and have access to all relevant data 
across multiple systems (for example, application and assessment 
data from the ATS, training classes taken from the LMS, perfor-
mance reviews and developmental plans from the performance 
management system, time and attendance from the scheduling 
software, and compensation history pulled from a separate sys-
tem). With any type of integration along this continuum, it is 
important to plan for ongoing support needs from the vendor(s) 
of the system(s). This ongoing support includes initial design, 
implementation, training, and integration as well as  regular 
 system maintenance and upgrades. Planning for this support 
means both having the expectation that there will be a reliance 
on a third party to service the system needs and earmarking dol-
lars in the system budget for this ongoing support. 

 The importance of solution integration and the frequency 
of integrating performance management solutions with other 
human resource applications can be observed from reports and 
surveys completed by industry analysts. Research by Bersin 
and associates showed that buyers of talent management suites 
(for example, a system that includes more than one human resource 
application, including performance management) are looking to 
achieve benefi ts such as consolidating systems, standardizing on 
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one vendor, and minimizing manual data transfer (Levensaler, 
2007). Additionally, survey results showed that human resource 
managers will sacrifi ce depth of feature functionality in any spe-
cifi c talent management application to have breadth and integra-
tion of multiple solutions including performance management. 
Finally, the top two integration priorities indicated by survey 
respondents both involved performance management (perfor-
mance management with learning management and performance 
management with succession planning), and the most common 
current integrations were performance management with succes-
sion planning and compensation management. 

 The 2007 Gartner MarketScope report expanded its focus 
beyond performance management to include compensation 
management and succession planning solutions because there 
was signifi cant industry focus on the integration amongst these 
three applications (Holincheck,  2007 ). The report showed that, 
while integration is recognized as important, vendors have not 
currently integrated solutions for many clients and no vendor 
is strong across all of these applications, refl ecting that the use 
of integrated performance management solutions is still in its 
infancy. Whatever a company ’ s objectives for an automated per-
formance management system, some level of integration should 
be one of them, and efforts should be made early on in the plan-
ning and implementation phases to ensure infrastructure is built 
that will support integration in the future.   

  Technology Best Practices: What Are the Best 
Practice Recommendations for Using Technology 
for Performance Management Purposes? 
 This purpose of this chapter was to address the role that tech-
nology can play in performance management, the benefi ts that 
are offered and the challenges experienced if technology is used 
to support performance management processes, and the prac-
tical issues that should be considered when implementing an 
automated performance management solution. The last section 
offered some best   practice recommendations for using technology 
for performance management purposes. 
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 Substantial information was provided about the potential ben-
efi ts and challenges related to the incorporation of technology 
into a performance management process. Based on this informa-
tion, recommendations are put forth in Exhibit  13.3  with respect 
to how to ensure that the use of technology will make a positive 
contribution to a performance management system.   

Exhibit 13.3  Best Practice Recommendations Associated with 
Using Technology for Performance Management.  

   Capitalizing on the Benefi ts 

   Use technology capabilities to allow ready access to perfor-
mance management information across the enterprise.  

   Use technological capabilities to disseminate performance 
management information to a wide group of stakeholders 
and alert those stakeholders when the information is 
updated.  

   Use technology capabilities to aggregate performance data 
and integrate performance information with data housed in 
other human resource applications.  

   Use technology capabilities to facilitate the continuous proc-
ess of performance management whereby performance 
data are consistently entered, accessed, updated, and used 
for performance management purposes (for example, 
providing performance feedback).  

   Use technology capabilities to document performance -
 related conversations and actions.  

   Use technology capabilities to automate requests for perfor-
mance feedback on a project basis.  

   Use technology capabilities to support the summarization, 
analysis, and interpretation of performance data.  

   Use technology capabilities to offer access to positions ’  
competencies and provide career pathing tools that 
allow employees to specify career paths in alignment 
with development plans and targeted positions ’  
competencies.    

•

•

•

•

•

•

•

•
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 Avoiding the Complications 

   Consider system requirements (hardware and software) to 
ensure system performance is optimal and not characterized 
by slow response times.  

   Create a user - friendly interface that offers employees an 
opportunity for effi cient and effective interaction with the 
performance management system.  

   Incorporate feature functionality that will rely on visual 
display as much as possible to show performance data, use 
branching logic that is consistent with business processes, 
allow for user customization to support common actions in 
the system (for example, a favorite reports tab), and offer 
intuitive searching capabilities.  

   Consider the resource burden on individuals when request-
ing performance information by providing a context for the 
request and using a short form to structure the request.  

   Set appropriate expectations about the increased time 
requirements to use the system until suffi cient expertise is 
developed and the important role that people will still play in 
the performance management process after the technologi-
cal solution is introduced.  

   Ensure the appropriateness and integrity of performance 
data entered into the system by offering the employees an 
opportunity to respond to performance feedback and creat-
ing a role in human resources that will monitor the informa-
tion as it is entered.  

   Provide adequate training on the system, including technical 
training, especially if computer literacy is not a central job 
requirement for the people who will be interacting with the 
system.  

   Execute a communication campaign to ensure that all those 
who will utilize the system are familiar and comfortable with 
the technology prior to its implementation.  

 Additionally, in the optimal situation, technology is not solely 
used to automate individual performance management compo-
nents but instead to automate the entire performance management 

•

•

•

•

•

•

•

•

CH13.indd   483CH13.indd   483 7/1/09   10:58:26 AM7/1/09   10:58:26 AM



484  Performance Management

system in an integrated fashion.  Exhibit 13.4  provides a list of the 
important practical points for consideration when implementing 
a system - wide technology solution.    

           Exhibit 13.4  Best Practice Recommendations for 
How to Implement an Automated Performance 

Management System.   

   Ensure a clear performance management process has been 
established and quality performance management content 
(for example, performance competencies) has been created 
prior to implementing a technology solution.  

   Form a committee of stakeholders across business units and 
organizational levels that will manage the internal effort.  

   Prepare a comprehensive estimate of the internal costs of 
building a solution, including people resources if this option 
is being considered.  

   Determine the complexity of the solution needed based on 
the organization ’ s performance management process and the 
extent to which the process differs across business units and 
organizational levels.  

   Prepare a PRD that outlines required functionality prior to 
engaging with technology vendors.  

   Consider the solution implementation as a large - scale change 
management initiative and utilize change management strat-
egies to increase user readiness for change.  

   Provide users with a user acceptance testing (UAT) environ-
ment prior to the system going live so that users can experiment 
with the solution and notify the project team of any defi ciencies 
they identifi ed.  

   Establish a comprehensive internal (and external, if appli-
cable) support system for users after the system goes live.  

   Ensure that technology specifi cations allow for integration 
with other human resource applications.  

 Create a long - term implementation plan for integration 
across human resource and operational applications so that 
the maximum benefi ts of an automated performance man-
agement solution can be achieved. 

•

•

•

•

•

•

•

•

•

•
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      CHAPTER 14 

   AUTHENTIC PERFORMANCE 
 The Valuation of Behavior 
as a Negotiated Business 
Outcome          
  Thomas Diamante   

   “ The greatest deception men suffer is from their own 
opinions. ”  
 Leonardo da Vinci    

  The Valuation of Work Behavior: 
An Overview 
 The act of  “ valuing ”  performance is complex, interactive, and, to 
the extent the organization allows, it is negotiated (or created) by 
an exchange between the observer and the object being observed. 
In the work context, the observer (supervising manager) and the 
observed (the employee) interact to arrive at the  “ valuation ”  of job 
behavior. I suggest that  performance negotiation is the on - going process by 
which a supervisor and employee arrive at an agreement about the value of 
an employee ’ s contribution to business.  The end result is the delivery 
of a performance review that yields value to both the recipient and 
the employing organization. 
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 Employee value is created, not found. Value is sculpted in orga-
nizations and the tools used are imperfect (Landy  &  Farr,  1980 ; 
Latham  &  Latham,  2000 ). Many variables contribute to the diffi cul-
ties of  “ measuring ”  or  “ placing value ”  on performance. Unwanted 
infl uence (that is, mistakes) on performance ratings emanates from 
many sources. These are known as errors of leniency, contrast, and 
central tendency — all indicating a failure to accurately rate, mea-
sure, or value performance. In addition, unwanted variance leaks 
into assessments based on personality dimensions unrelated to per-
formance, such as those linked to group affi liations and/or visible 
human differences (Latham  &  Wexley,  1981 ). 

 Research indicates that managers can be aware of evaluative 
errors, yet they are still willing to make them, typically for politi-
cal reasons (inside the organization) (Longenecker, Gioia,  &  Sims, 
 1987 ). Efforts to overcome these obstacles are not achieved sim-
ply. For example, training does not appear to solve the problem 
of error inherent to the performance rating process (Latham  &  
Latham,  2000 ). 

 Complicating the matter further is the fact that performance 
unfolds over time. It is not a static event. The time period typically 
selected to  “ label ”  performance (and place a metric on it) is usu-
ally one year. During this time period it is reasonable to expect 
that every day brings differing levels of performance or value. 
Performance  “ looks ”  different on different days. The observer too 
may  “ look at it ”  differently on different days, depending on busi-
ness, political, or personal circumstances (Longenecker, Gioia,  &  
Sims,  1987 ). 

 The observer and the employee bring human characteristics 
known to infl uence evaluations — personal history, past learning 
experiences, personality, implicit assumptions about trait cluster-
ing, cognitive complexity, and other less fl attering  “ biases ”  such 
as social stereotypes, organizational/political motives, gender 
stereotypes, racial/ethnic prejudices, and preconceived notions 
about age and work abilities. Furthermore, as the two parties 
bring these elements to the table, there is the potential for them 
to  interact . The intensity and consequences of the sparks gener-
ated continue to ignite applied psychological empirical research 
(Reb  &  Cropanzano,  2007 ). 

 The complexity of measuring reality is not limited to social 
or applied psychological sciences. Hard sciences speak of the 
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 “ observer effect, ”  explaining that the very act of measurement 
is, in itself, an imposition on that which is being measured. As 
a result, it is impossible to measure or know  “ reality ”  without 
simultaneously infl uencing it. Hence, for instance, in physical 
terms it is impossible to know both the position of a particle and 
its speed — since  “ touching ”  or measuring the particle alters the 
path and velocity of that which is being measured. Measurement, 
it seems, is by defi nition an elusive construct. 

 People take performance conversations personally. The con-
versation affects employees on an emotional level. The conversa-
tion affects salary and future possibilities and is a direct attempt 
to discuss an individual ’ s value - add to the employer. 

 The term  “ performance negotiation ”  implies that performance 
requires a  “ give and take ”  or that it is an interactive process between 
two or more individuals in order to reach a mutually agreed-
on outcome (Lax  &  Sebenius,  1986 ). The current trend focus-
ing on multi - source feedback is an example of a tactic intended 
to reduce confl ict by adding  “ more ”  perspectives to the picture 
(Goodstone  &  Diamante,  1998 ). Arguably, however, input from 
several wrong perspectives is not necessarily more valuable than 
input from one correct perspective. Additionally, there appears to 
be a trend to assume that agreement among many is more likely 
indicative of reality than the  “ outlier ”  data point. This may or may 
not be the case, depending, of course, on whether the views of the 
many are in themselves biased for one reason or another, inten-
tionally or not (Longenecker, Gioia,  &  Sims,  1987 ). 

 This chapter proposes a systemic model for planning perfor-
mance negotiation (see Figure  14.1 ). I suggest that organizational, 
individual, and interpersonal issues be engineered into the process 
of managing/negotiating performance to yield desired outcomes. 
Figure  14.1  proposes that learning and business outcomes are 
optimized when organizational antecedents are in place, when 
individuals bring stated personal characteristics, and that the inter-
action between organizational antecedents and personal charac-
teristics is enhanced by focused social exchanges. High - quality 
social exchanges are evident based on the interaction between 
leaders and members of the organization being evaluated, which 
in turn produces  “ authentic ”  learning and business outcomes. 
It is proposed that when socio - psychological conditions are  “ ripe  ,” 
they enhance social exchange through three key mechanisms: 
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(1) interpersonal facilitation, (2) multi - cultural competence, and 
(3) business clarifi cation tactics. Guidelines for enabling  “ authen-
tic engagements ”  are provided later in this chapter.    

  Components of Performance Negotiation 
 Employees reciprocate fair treatment. It ’ s that simple. You get 
what you give (Organ,  1990 ). The processes by which employ-
ees  “ evaluate ”  their sense of being treated fairly is known as 
the process of social exchange (Organ  &  Moorman,  1993 ). 
Interpersonal exchange is pivotal in all negotiation strategies 
(Prien,  1987 ). Engineering healthy social exchange improves the 
effi cacy of performance management processes, including how 
the review is negotiated. 

  Setting the Stage: Organizational Culture 

 There is nothing more regrettable than a bad hire or, for that 
matter, a good hire that turns bad. And there is nothing more 

Figure 14.1 Systemic Model for Performance Negotiation.

Organizational
Culture 

Critical
Socio-Psychological
Enablers   Authentic Performance

Procedural Justice
Evaluative Instrumentality
Performance Framing
Organizational Citizenship
Job Characteristics 

LMX (leader-member exchange)
- Interpersonal Facilitation
- Multi-Cultural Competence
- Business Clarification Tactics

Business Situation
Differences Dialogue
Calibration
Value Discussion
Future Valuation

Individual Difference Antecedents
Goal Orientation
Time Orientation
Psychological Well-Being
Agreeableness
Conscientiousness
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regrettable than an inaccurate (bad) performance review. Such 
inadequate human resource processes place business at unnec-
essary risk. Talent walks out the door or, on the other hand, 
needed talent is rejected or squandered. 

 Bad job performance speaks for itself, but who speaks for good 
performance that is reviewed poorly? The industrial and organiza-
tional psychological profession offers human resource professionals 
signifi cant direction in terms of  “ how ”  to design (validate) person-
nel decision - making practices to satisfy legal/professional standards 
(see, for example, Diamante,  1993 ). Technical, empirical valida-
tion studies typically do not address, however, how information col-
lection (the assessment) is viewed from the perspective of the party 
being assessed. There is a human component to the process 
of being  “ measured. ”  The object being measured is always 
 “ affected. ”  Performance negotiation is open to this reality. 

 The identifi cation (and agreement) of what constitutes  “ solid 
performance ”  is changing within most organizations. Clear - cut busi-
ness outcomes produced by a single individual are rare in most 
organizations. Requirements are high for work group learning, con-
stant feedback, and adaptive learning systems, so that adjustments 
to desired team goals can be made (Silberstang  &  Diamante,  2008 ). 

 The fact that role responsibilities (and work team accountabili-
ties) are in a constant state of change complicates  “ normal ”  prob-
lems of human perception, evaluation of others, and interpersonal 
communication (Heslin, Latham,  &  VandeWalle,  2005 ; Landy  &  
Farr,  1980 ; London,  2001 ). Product offerings are in motion, busi-
ness models experience new forms, and leadership requirements  
bring challenges all their own. Performance under conditions of 
change is a discovery process. Leadership characteristics for digital 
business models, for instance, have been proposed (Diamante  &  
London,  2002 ), and future trends where web - based business appli-
cations replace operations and mandate  “ old ”  competencies into 
obsolescence are explored on a regular basis, both theoretically 
and practically (Friedman,  2006 ). On a practical level, calibration 
of performance, as a  negotiated business outcome,  is a reality. 

  Procedural Justice and Evaluative Instrumentality 
 What workers actually  “ do ”  remains a critical issue for productiv-
ity and morale (Oldham  &  Hackman,  1980 ). How organizations 
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actually  “ work ”  (the presence of procedural justice) affects 
employee views of the evaluation process that in turn is linked to 
organizational citizenship behavior, or the desire to help others 
and/or take on additional responsibilities/take charge for mak-
ing organizational improvements (OCB) (Kamdar, McAllister,  &  
Turban,  2006 ; Penner,  2002 ). Research demonstrates that OCB 
affects supervisory judgments of overall job performance. Whiting, 
Podsakoff, and Pierce ( 2008 ) recently evidenced the effect of help-
ing behaviors on overall performance ratings. There is an interplay 
between what employees  “ do ”  and what organizations  “ do ”  — and 
this affects how people evaluate each other in that context. 

 Procedural justice or the institutionalization of  “ due process ”  
is linked to a variety of positive business outcomes (Kamdar, 
McAllister,  &  Turban,  2006 ). Specifi cally, OCB appears to be a 
direct correlate (Konovsky  &  Pugh,  1994 ; Tepper, Lockhart,  &  
Hoobler,  2001 ; Tepper  &  Taylor,  2003 ). To the extent that employ-
ees perceive their employer as just and good, that  “ due process ”  
is institutionalized, evaluative instrumentality is hypothesized to 
be higher than if  “ due process ”  or procedural justice is viewed 
to be low. I suggest that procedural justice can enhance the effi -
cacy of performance reviews and its negotiation. This is done 
through  “ evaluative instrumentality ”  and organizational  “ perfor-
mance framing. ”   

  Performance Framing 
 The terms  “ performance framing ”  and  “ evaluative instrumental-
ity ”  are being introduced here to address the critical nature of the 
employee ’ s (recipient ’ s)  “ cognitive schema ”  for understanding 
performance feedback. Performance framing is the organizational 
communication of business conditions that lead to inferences 
about good/bad (valuable/worthless) work behavior. The judg-
ment that the utility of the review, from the perspective of the party 
receiving the feedback, is  “ useful ”  is  “ evaluative instrumentality. ”  
Evaluative instrumentality is then the subjective interpretation of 
performance feedback as being unbiased — be this for developmen-
tal purposes, merit - based pay qualifi cation, or any other outcome. 

 It is suggested that evaluative instrumentality of the feedback 
is a subjective determination that leads to an internalized  “ level 
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of acceptance ”  and that this brings commensurate impact on 
employee work attitudes and behavior.  

  Organizational Citizenship 
 Organizational citizenship behavior (OCB) appears to be moder-
ated by the job characteristic autonomy and its consequent effect 
on psychological states. The role discretion effect (McAllister, 
Wolfe Morrison, Kamdar,  &  Turban,  2007 ; Zellars, Tepper,  &  
Duffy,  2002 ) is the term used to describe the relationship 
between OCB and the psychological state of  “ control ”  (a sense 
of personal responsibility) (Oldham  &  Hackman,  1980 ). OCB is 
expected when role discretion is high. 

 McAllister, Wolfe Morrison, Kamdar, and Turban ( 2007 ) 
reviewed research linking OCB and procedural justice. Citing 
the work of Tepper, Uhl - Bien, Kohut, Rogelberg, Lockhart, and 
Ensley ( 2001 ), Tepper and Taylor ( 2003 ) and Zellars, Tepper, 
and Duffy ( 2002 ), these reviewers explained that high levels of 
procedural justice and autonomy (role discretion) were a pow-
erful, motivating combination leading to high levels of OCB. 
Interactions between procedural justice and the job characteris-
tic of autonomy were also noted by McAllister, Wolfe Morrison, 
Kamdar, and Turban ( 2007 ). For example, when procedural 
justice was low and role discretion was high, OCB appears to be 
withheld. When procedural justice was high and role discretion 
was high, OCB was not found to be stronger than when proce-
dural justice was high and role discretion was low. Clearly, the 
institutionalization of fair evaluative processes is critical for all 
aspects of performance management, likely also offering a level 
of litigious protection as well. 

 Attention should be given to creating work environments that 
breed healthy OCB expectations. Employees who view their jobs 
more broadly are OCB - prone (Parker, Williams,  &  Turnover, 
2006, cited in McAllister, Wolfe Morrison, Kamdar,  &  Turban, 
 2007 ). Socialization processes, newcomer orientations, compe-
tency models, job enrichment/characteristics design, and leader-
ship behaviors are all ways to encourage or promote a healthier 
OCB environment (Parker, Wall,  &  Jackson,  1997 , cited in 
McAllister, Wolfe Morrison, Kamdar,  &  Turban,  2007 ).  
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  Job Characteristics 
 OCB is optimized under conditions whereby the work itself 
leads to high intrinsic work motivation. It is suggested here that 
employees with higher levels of autonomy, a psychological state 
derived from the work itself, will enter performance discus-
sions more positively than employees with lower levels of auton-
omy. Performance negotiation is more effective when the work 
itself leads to the psychological state of autonomy (Oldham  &  
Hackman,  1980 ). 

 In addition, intrinsically motivated employees will enter perfor-
mance discussions more positively than employees who are extrin-
sically motivated. As a result, job characteristics are an important 
aspect of performance and the ensuing, inevitable  “ negotiation ”  or 
delivery of the performance evaluation. Finally, work environments 
high in OCB are more likely to benefi t from performance negotia-
tions than work environments low in OCB.   

  Critical Socio - Psychological Enablers: Individual 
Differences Make a Difference 

 The challenge of performance review and its negotiation lies 
within. Individual differences interact with various features of the 
performance review process. Fundamentally, the empirical evi-
dence demonstrates that bias bleeds into the evaluative process 
through various means (Hulin, Henry,  &  Noon,  1990 ; Landy  &  
Farr,  1980 ; Levy  &  Williams,  2004 ; London,  2001 ; Quinones, 
Ford,  &  Teachout,  1995 ; Sturman  &  Trevor,  2001 ). In general, 
bias is introduced from (1) the evaluator ’ s notion of what behav-
iors or traits are implicitly linked (Heslin, Latham,  &  VandeWalle, 
 2005 ), (2) the political motives of the evaluator (Longenecker, 
Gioia,  &  Sims,  1987 ), (3) the relationship between the person 
being evaluated and the evaluator (Tepper, Uhl - Bien, Kohut, 
Rogelberg, Lockhart,  &  Ensley,  2006 ), and (4) the  “ way ”  perfor-
mance unfolds in the workplace (that is, trends and variance) 
(Reb  &  Cropanzano,  2007 ). Psychological characteristics of the 
employee (and the evaluator) include cognitive ability, person-
ality, time orientation, goal orientation, and overall psychologi-
cal well - being. These constructs (and their interactions) bring 
implications for how performance needs to be planned for and 
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discussed (Bell  &  Kozlowski,  2002 ; Frederickson  &  Joiner,  2002 ; 
Kamdar  &  Van Dyne,  2007 ). 

  Leader - Member Exchange (LMX): The Shortest Distance to an 
 Agreement on Valuation 
 To reiterate, everyone is fallible and the performance appraisal 
process merely refl ects this reality. None sees the world as it is; 
we impose meaning on the world based on who we are. 

 The employee, the supervisor, leadership — bring human 
qualities that co - mingle with the tools and processes and person-
alities present when performance review time comes around. 
These complex interactions infl uence our perception of what we 
observe, how it is viewed, and why it is important or meaningful 
to the organization (valued). It is important to realize that both 
the supervising manager and the employee being reviewed bring 
personality traits. The dynamic that develops, however, I suggest, 
is the responsibility of the manager. 

 The following therefore emphasizes the need to understand the 
personality of the employee so the supervising manager can fac-
tor his or her own personality and  “ control ”  the dynamic to realize 
a favorable negotiated performance review. To reiterate, an object 
that is mundane to one person can trigger intense emotional reac-
tions from someone else harboring thoughts (based on experi-
ences) about that object that others do not share. In short, how 
we think, feel, and behave is a phenomenological event that, at 
work, is applied to how we view, measure, and value the behaviors 
of others. These principles of personality psychology and social -
 psychological research have been applied to executive coaching 
(Diamante  &  Primavera,  2004 ), 360 - degree performance feed-
back analytics (Goodstone  &  Diamante,  1998 ), and in general this 
social systems orientation provides the foundation for much of 
the groundwork in the fi eld of organization development (Beer  &  
Walton,  1990 ; Katz  &  Kahn,  1966 ). 

 Moderators in the proposed Systemic Model of Performance 
Negotiation (Figure  14.1 ) encapsulate key organizational ele-
ments and individual differences that lead to positive, negotiat-
ing responses to performance feedback. While the model and its 
moderators require empirical investigation, it is built for applied 
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psychologists and managers as a practical framework for under-
standing how to pave a road toward performance negotiation. 

 The signifi cance of considering personality variables in planning 
for a performance discussion and possible  “ negotiation ”  lies in its 
critical contribution to the  “ exchange ”  that will inevitably ensue. 
The interaction between the supervisor and the employee will gen-
erate creativity, new insights, and potential developmental actions 
or it can lead to higher levels of disagreement, confl ict, and ongo-
ing performance problems. Personality of both the supervisor and 
the employee will feed into this dynamic. 

 Mature managers will likely have a read on their personal 
strengths and weaknesses based on feedback from others over the 
years (for example, assessment center feedback, 360 - degree feed-
back participation, succession planning sessions). Undoubtedly, the 
performance negotiation plan should take into account the matu-
rity (or self - awareness) of supervisory management. More conscien-
tious, agreeable managers are likely more self - aware, offer higher 
levels of self - effi cacy upon entering a performance discussion, and 
are therefore  “ more capable ”  of handling the discussion regardless 
of the nature of the employee being addressed (London,  1995 ). 

 Kamdar and Van Dyne ( 2007 ) suggested that high - quality social 
exchanges between leaders and employees (LMX) can compensate 
for  “ problematic personality traits ”  (low conscientiousness and/or 
low agreeableness). Personality is enhanced by a strong, supportive 
work context. This brings implications for the planning of perfor-
mance review processes (the negotiation), as  “ troublesome ”  situa-
tions demand the orchestration of more frequent, more strategic 
communications. The better the quality of relationships, the more 
positive is the expectation that a performance review can go well, 
regardless of personalities involved. Kamdar and Van Dyne ( 2007 ) 
astutely point out that, whereas managers often inherit (and do 
not select) employees, the key to producing positive outcomes lies 
in the ongoing social exchange, whether among team members 
(TMX) or between leaders and employees (LMX). 

 Close, supportive supervising relationships are benefi cial, 
especially when the  “ natural ”  character of the employees requires 
an extra helping hand. Kamdar and Van Dyne ( 2007 ) provided 
evidence that suggests high - quality social exchange relationships, 
that is, leader - member social exchange (LMX), are a key variable 
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in defi ning work outcomes. High - quality work relationships can 
 “ neutralize ”  task confl icts or over  ride misperceptions, miscom-
munications, or incongruous employee - supervisor personalities.  

  Interpersonal Facilitation 
 Interpersonal exchanges can be enhanced. There are two principal 
ways to do it. Based on the literature in social psychology, two 
orthogonal dimensions appear to be applicable to the workplace 
(Berman,  1969 ). These dimensions are active (expressiveness ver-
sus passive restrictiveness) and receptive (acceptance versus rejec-
tion). Essentially, the literature indicates, with a good degree of 
clarity, that interpersonal exchanges are optimized under condi-
tions of positive regard when there is active engagement. 

 Interpersonal actions that are openly warm, empathetic, accept-
ing, and  “ objectively ”  evident in nature enhance relationships (not 
requiring interpretation of subtle messages). The positive outcomes 
of such social interactions cross psychological disciplines (Dalton, 
 1996 ; Goodstone  &  Diamante,  1998 ; Matarazzo,  1965 ; Smith  &  
Glass,  1977 ). 

 In management, supervisory ratings of performance have 
been strongly affected by interpersonal facilitative behavior (Van 
Scotter  &  Motowidlo,  1996 ). Linkages between job satisfaction 
and job performance appear to be moderated by the psychologi-
cal well - being of the employee (Wright, Copranzano,  &  Bonett, 
 2007 ). It was suggested that the mixed history of performance -
 satisfaction empirical results requires consideration of psycho-
logical well - being (PWB). PWB, we suggest here, is a critical 
yet often overlooked variable in business literature focused on 
interpersonal work dynamics. Potential incremental explanatory 
power may reside in PWB in linking performance and attitudi-
nal measures to organizational climate and management control 
tactics (that is, effi cacy of 360 - degree processes; correlates of job 
characteristics; affect of culture). High - quality interpersonal facil-
itation (or LMX, leader - member exchange) is key to readiness 
for performance feedback.  

  Multi - Cultural Competence 
 Supervisory competence to engage in healthy, positive dialogue 
with employees requires solid interpersonal skills, the capability 
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to engage in a non - threatening conversation, self - confi dence, 
and solid understanding of the role requirements and overall 
business objectives. More than this, globalization, diverse work-
forces, and more consequent complex idiosyncratic differences 
bring additional demands on the supervisor (Burkard, Johnson, 
Madson, Pruitt, Contreras - Tadych,  &  Kozlowski,  2006 ). In par-
ticular, cultural responsiveness and unresponsiveness in cross -
  cultural supervision are noteworthy. 

 For example, Burkard, Johnson, Madson, Pruitt, Contreras -
 Tadych,  &  Kozlowski ( 2006 ) studied supervisees of color and 
European American supervisees of culturally responsive and unre-
sponsive cross - cultural supervision. In unresponsive situations, that 
is, cultural issues were ignored or discounted (if not dismissed by 
supervisors), negative impact on supervisor - supervisee relations 
was revealed, negative affect on the supervisee was measured, and 
work outcomes suffered. 

 Performance negotiation is enhanced to the extent that inter-
personal relations are genuine. LMX, as an indicator of authenticity 
in an interpersonal engagement, is an evolving construct. Cross -
  cultural and a multitude of tangible (visible) and intangible (invis-
ible) differences continue to complicate management relationships. 
Multi - cultural competence in supervision is required to equip a 
manager to deliver performance feedback. Multi - cultural compe-
tencies will include the capability to address (and not be dismissive 
of or disinterested in) cross - cultural issues. The global economy, 
web - based business applications, and emerging technologies enable 
differences to collide at unprecedented speed and frequency. 

 These collisions bring new - found opportunity as global and 
cultural differences add colors to the management palate. For 
instance, how time is measured and managed, how work and 
leisure time are valued, the pace of work/life itself, and time 
orientation in general are valid avenues for exploration. As orga-
nizations learn how to prepare managers to get better at under-
standing and delivering feedback to employees, bringing intense 
differences, emanating from global/cultural/ethnic/individ-
ual/other differences, a focus on negotiating performance will 
become more and more critical. 

 For example, Brislin and Kim ( 2003 ) explored cross - cultural 
issues and offered practical managerial guidelines refl ecting 
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diverse views/values on issues such as the use of time, the role of 
time as status symbol (Asian CEOs have fewer but longer meetings 
than American CEOs, maintained less structure in a daily sched-
ule to remain open to the unexpected event), and the importance 
of time orientation on how an individual approaches problem 
defi nition and solution (for example, factoring the past can be 
viewed as a waste of time by a manager who is present - oriented). 

 Performance negotiation demands parameters be set by super-
vision. Operating objectives that are directive should be driven 
by the competencies and/or business results or outcomes for which 
the employee is accountable. All of this demands that the supervi-
sor be capable of beginning a performance negotiation by framing 
the conversation relative to the organization ’ s mission and conse-
quent role requirements. It is only with an agreed sense of business 
parameters that relevant individual and interpersonal character-
istics can be identifi ed and discussed. Management must clarify 
objectives of the business, of business units, and of individual roles 
in each unit.  

  Business Clarifi cation Tactics 
 Business clarifi cation tactics require fundamental social/group 
dynamics (Schein,  1969 ) integrated with concise messages about 
the competitive business situation. The linkage between the busi-
ness situation and the roles, competencies, and expected perfor-
mance outcomes should be delineated. Conveying the results of 
a competitive business analysis (SWOT: strengths, weaknesses, 
opportunities, threats) can effectively tie human competencies to 
performance demands. The rationale driving necessary perfor-
mance expectations, the means of measurement, and the conse-
quences of evaluation require clarity. 

 I suggest that the higher the stakes for the employee (in terms 
of psychological/effort investment), then the greater the need 
for consequential clarity. For instance, in highly entrepreneur-
ial environments (where success is positioned upon intellectual 
capital/professional delivery), the linkage between professional 
accomplishments and equity (or business growth) requires con-
nectivity. These messages lead to business and performance 
clarity. Everyone knows what is needed, why it is needed, and, if 
success comes, how the whale will be split. Fairness in splitting the 
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spoils will make or break organizational loyalty and/or the effort 
to build the business. 

 Process dynamics that bring a dual focus on task and process 
are proposed when preparing for a profi table performance nego-
tiation. Tactical mechanisms that lead to desired outcomes are to 
ensure (1) that direction is evident (what we will discuss, why it is 
important, and how it will lead to desired benefi ts), (2) that the 
manager assumes the initiative to drive the conversation toward 
a value - add outcome, and (3) that accountabilities along the way 
are itemized. Mutually benefi cial business outcomes are then 
more likely to be realized. A task - focused discussion on business 
objectives using a process consultation model will establish the 
 “ texture ”  of the performance dialogue as non - threatening and 
productive. 

 Schein ( 1969 ) also indicates the importance of keeping the 
conversation on - track using tactics such as harmonizing, clarify-
ing, and restating and/or discussing how and whether decisions 
will be made along the way. Managed dialogue reduces inter-
personal strain, levels the playing fi eld so that supervisor and 
supervisee feel equally advantaged, and eliminates unnecessary 
posturing or positioning to infl uence the dynamics since the 
ground rules are discussed up - front. 

 Optimally negotiated business outcomes result from organiza-
tional antecedents that lead to valuable social exchanges moder-
ated by a host of individual difference variables. Managed well, 
this model enables the supervisor and the employee to assess 
 “ value ”  in an  authentic fashion , leading to a concrete, genuine, 
joint business outcome. Figure  14.1  expresses this notion.   

  Individual Difference Antecedents 

  Goal Orientation: To Improve Myself or Be the Envy of Others 
 Predictors of learning and performance remain of interest (Bell  &  
Kozlowski,  2002 ). To the extent that conversations between the 
supervising manager and the employee incorporate a desire to 
assess past behavior (performance) while also addressing the 
opportunity to enhance learning, motivational elements appear 
ripe for consideration in the planning of the performance nego-
tiation (Campbell, Faley,  &  Fehr,  1986 ). 

c14.indd   504c14.indd   504 7/1/09   10:59:36 AM7/1/09   10:59:36 AM



Authentic Performance  505

 The literature discusses goal orientation (GO) as a dichotomous 
variable. Individuals are motivated to achieve because (1) they are 
driven to learn or master subject matter/craft or (2) they are driven 
by a desire to be positively evaluated by others (Farr, Hofmann,  &  
Ringenbach,  1993 ). The former is referred to as an  “ adaptive 
response pattern ”  relative to the effect such motivation brings for 
organizations. Specifi cally, GO that is  “ learning - oriented ”  is corre-
lated with positive business benefi ts when such an individual faces 
work challenges and/or failure (VandeWalle,  1997 ). The  “ adaptive ”  
aspect of this orientation appears as resilience and/or the capabil-
ity to identify opportunities for personal growth when confronting 
failure. 

 This concept is very similar to the work of Seligman ( 1986 ) 
in his identifi cation and consequent research on explanatory 
thinking styles. In Seligman ’ s taxonomy, he identifi ed interpre-
tive internal thoughts as having positive (optimistic) or negative 
(pessimistic) elements (Seligman, Rashid,  &  Parks,  2006 ). More 
positive orientations or interpretations of  “ failure ”  were specifi c, 
temporary, and externalized (situational) in focus. Contrarily, 
explanatory thinking styles that were global, permanent, and 
internal (for example,  “ I can ’ t learn ” ) lead to a downward per-
formance spiral negating the possibility to grow from the experi-
ence. The latter  “ pessimistic ”  or  “ maladaptive response pattern ”  
is similar to the  “ performance orientation ”  of the GO construct. 

 Importantly, the research on explanatory thinking style and 
GO share the insight that motivational elements are important 
in predicting the behavioral and attitudinal outcomes of the 
experience of failure. A performance orientation or a pessimis-
tic explanatory style leads to the avoidance of diffi cult situations 
or withdrawal from challenges relative to those with a learning 
orientation or an optimistic explanatory style (Seligman,  2007 ). 
It has been suggested that learning orientations protect positive 
behavioral outcomes by securing the individual ’ s self - effi cacy 
for the task at hand (Bell  &  Kozlowski,  2002 ; Kozlowski, Gully, 
Brown, Salas, Smith,  &  Nason,  2001 ), where self - effi cacy is an 
internal belief that one can perform a specifi c task successfully. 

 The practical managerial implications of this research are 
simple. Managers are well - advised to learn the GO or explana-
tory styles of their employees and plan performance feedback 
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accordingly. This means that communications should touch not 
only the  “ behaviorally objective ”  realities of business outcomes 
but also the supervising manager should explore thoughts/inter-
pretations (and predilections) of the employee  in advance  of the 
proverbial shoe - dropping. Certainly, managers could benefi t from 
training programs on exactly how to do this, perhaps incorporat-
ing the rubrics of GO or explanatory style into their management 
development programs or perhaps  as part of  their preparation to 
provide performance feedback to others. Where GO is challeng-
ing for management, it is advised that communications regarding 
the performance review process itself be delivered strategically 
(and often) to overcome potential  “ self - explanatory ”  blockades to 
growth.  

  Time Orientation: The Psychology of Experience 
 A very exciting area of research is the study of time orientation 
(Zimbardo  &  Boyd,  1999 ). Whereas Eastern philosophies readily 
incorporate  “ time ”  as amorphous, non - linear, and malleable (Surya 
Das,  1997 ), Western sciences are only beginning to  “ scratch the sur-
face ”  of the concept from an applied perspective. To the extent that 
the psychological orientation of an individual, that is, the  experience  
of  “ a moment in time ”  (in the linear sense), manifests as  “ under-
standing ”  or  the making of sense  out of experience, time orientation 
brings practical managerial implications to the planning and exe-
cution of a performance review. 

 One ’ s sense or attention to  “ time ”  can infl uence perception 
and consequent judgments. The individual ’ s experience at any 
given moment in time is contingent upon past experiences, pres-
ent capabilities to understand or impose meaning, and/or the 
desire or motivation (or predilection) to apply the experience 
onto future or expected situations. Phenomenology is the study of 
human understanding or psychology from the perspective of the 
person experiencing it. All other  “ sources ”  of reality are irrelevant 
or are only as relevant as the individual makes them. Managers 
must come to know how employees view, interpret, see, and 
impose meaning on their work experiences. Better tools and tac-
tics can fi nd clever ways to collect information, but inevitably,  what 
is done  with this information depends on employee phenomenol-
ogy. Time orientation is more than philosophy. It is practical. 
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 Time perspective unfolds behaviorally in the extent to which 
individuals calibrate or consider consequences of their behavior. 
Psychologically, time perspective affects how an individual inter-
prets events or circumstances. For instance, an individual with a 
history of learning that performance at work is rarely rewarded or 
measured accurately brings a negative history from which to inter-
pret next week ’ s scheduled performance review. Consequently, 
the manager faces not only the challenge of delivering the per-
formance appraisal today but harbors all the pain and anxiety of 
yesterday. 

 On the other hand, a future - oriented manager is focused on the 
achievement of future goals and enters the performance conversa-
tion seeking opportunities to be conscientious and action - oriented, 
as that one (small) moment in time is merely something that can 
be used to affect one ’ s destiny (Zimbardo  &  Boyd,  1999 ). Past -
 oriented, present - oriented, and future - oriented managers all focus, 
select, and  “ value ”  different snapshots of the linear sequence of 
work behaviors differently. All are right. All are wrong. 

 Job performance itself is time - sensitive. That is, work behavior 
is an ongoing event that expresses itself over time. To the extent 
that a performance review is a  “ measure ”  of that behavior (or set of 
behaviors/competencies), the metric is challenged by the fact that 
that which is being measured is in constant motion. Hence, mea-
suring  “ it ”  at any one single point in time leads to potential inac-
curacies. In a sense, performance is a dynamic concept bringing 
magnitude (strength) and direction (trend). 

 Performance can vary over time due to a variety of factors. Reb 
and Cropanzano ( 2007 ) reviewed this literature and signaled a call 
for research and practice to pay more attention to  “ salient ”  charac-
teristics. One salient element in the Reb and Cropanzano ( 2007 ) 
study was directional trend over time (relative to constant means). 
As was expected, positive trend performance metrics led to more 
positive overall evaluations than negative trend performance met-
rics, even when mean behavior was held constant (more complex 
performance expressions were also examined). The researchers 
offered the burden of the evaluative cognitive task as the mecha-
nism by which a  gestalt  was instituted to ease the burden and bring 
 “ coherence ”  or closure to the performance evaluation picture. 
That is, supervising managers  “ simplify ”  information based on 
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what they  “ attend to ”  — clustered dots are quickly connected to 
view the performance as a  “ circle. ”  

 To the extent that evaluator and employee share  “ psycho-
logical time, ”  judgments/agreements about what is taking place 
will likely vary, and this has an implication for the planning for 
negotiation. An employee disposed to a past time orientation 
where performance in the fi rst quarter was exceptional will 
likely recall less (or value less) the downward trend during the 
fourth quarter. The supervising evaluator may be focused on 
the present, emphasizing the last point on the chart, in this 
case falling well below the employee ’ s average performance for 
the entire performance cycle. And so, time introduces a further 
wrinkle in the performance measurement process that requires 
attention.  

  Psychological Well - Being: Internal States Infl uence Performance 
 The psychological well - being of the employee moderates responses 
to performance feedback. The more  “ robust ”  the psychological 
make - up of the individual, the more likely constructive criticism 
will be benefi cial toward growth. Psychological well - being (PWB) is 
measured and understood in the literature as an affective dimen-
sion; it is a construct focused on affective states (Frederickson  &  
Losada,  2005 ; Wright  &  Cropanzano,  2004 ). Affective state of 
the employee can infl uence performance (Beal, Weiss, Barros,  &  
MacDermid,  2003 ) just as changes in skills/knowledge can affect 
performance (Sturman,  2003 ). 

 Problem solving and decision making correlate with PWB 
(Isen,  2002 ) and such competencies enhance job performance 
(Wright  &  Cropanzano,  2000 ). Recently, fi eld data from manage-
ment of a large capital customer services organization identifi ed 
psychological well - being as a moderator of job satisfaction and 
job performance (Wright, Cropanzano,  &  Bonett,  2007 ). 

 The inclusion of non - fi nancial components (PWB) to the tra-
ditional management (fi nancial) way to enhance  “ business ”  was 
recently put forward as an  “ organizational wellness ”  initiative 
(Diamante, Natale,  &  London,  2006 ). These reviewers offered 
practical scorecards and diagnostic instrumentation to assist with 
implementation of practices that potentially benefi t both people 
and profi t. 
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 In summary, there appear to be organizational components 
that contribute to overall psychological and behavioral outcomes 
in the workplace. These outcomes include organizational citizen-
ship behavior, job satisfaction and commitment, and various mea-
sures of productivity. The production of positive work outcomes 
may be moderated by individual characteristics. This review pro-
posed that the goal orientation (GO) of the individual, the level 
of agreeableness and conscientiousness, the time orientation 
(TO) of the individual, the valence of evaluative instrumental-
ity, and the overall psychological well - being of the individual all 
catalyze the breeding of healthy work cultures. The following 
addresses the implications of these relationships for preparing 
the individual for a performance negotiation, a process wherein the 
goal is to optimize outcomes for the manager, the employee, and 
the organization.  

  Agreeableness: Seeking Common Ground 
 To the extent that performance measurement calls for a desire 
for  “ agreement, ”  personality characteristics that lend themselves 
to this dynamic are advantageous. The agreeable personality is 
such a trait. Agreeable individuals will be more receptive toward, 
less resistant to — and perhaps more curious about — the observa-
tions of the supervising manager. Intuitively, this makes sense, 
but agreeableness, while benefi cial for performance negotiation, 
has not fared well empirically as a correlate of business outcomes 
(Hogan, Hogan,  &  Roberts,  1996 ; Mount  &  Barrick,  1995 ). 

 It is likely that the reason for this lies in the outcome measures 
themselves, where agreeableness is not predictive when task per-
formance is not necessarily highly dependent upon being fl ex-
ible, caring, or tolerant of differences (Mount  &  Barrick,  1995 ). 
Despite the inability to empirically link agreeableness to task per-
formance (  Johnson,  2003 ), as an interpersonal dynamic, agree-
able personalities will be more receptive to contrary or divisive 
information than a disagreeable personality will be (Hogan, 
Hogan,  &  Roberts,  1996 ). Consequently, where the potential for 
disagreement is reasonably high, interaction with an agreeable 
personality will most certainly be preferred over interaction with 
a disagreeable individual. Performance negotiation is such an 
instance.  
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  Conscientiousness: Diligence and Destiny 
 Conscientiousness, unlike agreeableness, benefi ts from empirical 
backbone when it comes to work outcome predictions. Conscien-
tious individuals are dependable, diligent, and achievement -
 oriented. Kamdar and Van Dyne ( 2007 ) studied the effects of 
personality and workplace social exchange relationships in the 
context of the predictive power on task performance and citi-
zenship performance. In their review they remarked that con-
scientiousness was one of the most signifi cant correlates of job 
performance. Citing the works of Barrick, Mount, and Judge 
( 2001 ), Hough, Eaton, Dunnette, Kamp, and McCloy ( 1996 ), 
Hurtz and Donovan ( 2000 ), and Salgado ( 1997 ), conscientious-
ness and outcome measures of job performance seem to work 
hand - in - hand. In addition, conscientious individuals are more 
altruistic and are more likely to volunteer (OCB) than those low 
on the conscientiousness dimension (Konovsky  &  Organ,  1996 ; 
Motowidlo  &  Van Scooter,  1994 ). 

 Supervising managers therefore benefi t from agreeable, consci-
entious employees. The benefi ts are directly realized in terms of 
work outcomes and, on an emotional level, where diffi cult conver-
sations lie, it is proposed that employees higher on these charac-
teristics will be more receptive to (or tolerant of ) information that 
runs counter to their viewpoints, understandings, or perceptions 
than employees who are lower on the dimensions of conscientious-
ness and agreeableness. As a result, it is advised that supervising 
managers consider these employee characteristics when planning 
for performance feedback to optimize the benefi ts of such a con-
versation and/or to plan an effective negotiating strategy.    

  Performance Negotiation: The High Quality 
Social Exchange 
 This section provides research - based guidelines for the conduct 
of and preparation for a performance review. The goal is to 
deliver a performance review so that the  “ negotiation ”  or conver-
sation between giver and receiver of information leads to positive 
business and individual outcomes. 

 Performance negotiation requires engagement between super-
visor and employee. Genuine engagement requires a  “ fi t ”  or 
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 “ congruity ”  between the supervising manager and the employee 
or a mechanism to adapt. Where congruity exists, engagement 
prospers. Where incongruity resides, a  “ compensatory approach ”  
is advised. This adaptive mechanism will serve to enhance the 
quality of social exchange between parties. The underlying 
assumption of this compensatory dialogue is that to enhance LMX 
is to come closer to  “ truth ”  — yielding the valuation of  “ authentic 
performance. ”  

 High - quality social exchange is enhanced through compensa-
tory dialogue that brings congruity to incongruous interpersonal 
dynamics. It is recommended that the compensatory dialogue 
be structured to reduce the risk of a performance negotiation 
impasse (Frederickson,  2001 ; Kamdar  &  Van Dyne,  2007 ; Takeshi  &  
Heine,  2008 ). 

 The compensatory dialogue is best executed in a non -
 threatening manner with a self - critical focus (Chang,  2008 ). 
The mutual sharing of values, styles, and psychological feeling 
states can make the conversation genuine (Frederickson,  2001 ; 
Okun,  2002 ; Takeshi  &  Heine,  2008 ). In addition, there is reason 
to consider that higher - quality social exchange transforms work 
motivation toward intrinsic sources and improves self - effi cacy 
(Tsai, Chen,  &  Liu,  2007 ). These spontaneous behaviors advance 
the development of a performance negotiation culture (George  &  
Jones,  1997 ). 

 Where agreeableness/conscientiousness is indicated, the man-
ager is advised to enhance LMX through a dialogue that is reci-
procity focused. Social exchange addressing reciprocity legitimizes 
the value, utility, and personal meaningfulness of the performance 
evaluation process. This legitimization, it is suggested, enhances 
evaluative instrumentality and compensates for an otherwise dis-
agreeable recipient or incongruous dynamic. 

 Research suggests that OCB is optimized when there is a per-
ception of fairness and reciprocity in the workplace. Therefore, 
conversations focused on reciprocity promise to improve LMX 
even if upon entry to the conversation there is resistance (Kamdar, 
McAllister,  &  Turban,  2006 ). Where GO is misaligned due to a 
focus on  “ performance ”  rather than  “ learning, ”  for instance, this 
compensatory model advises social exchange on the issue of the 
need for achievement (n/ach) to reorient the recipient. 
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 Where TO appears asynchronous, managerial exchanges with 
the supervised employee(s) can benefi t from a focus on what mat-
ters, when, and how best to measure it. Sharing differences on time 
dimensions will enhance an understanding of each other ’ s values. 
Finally, where PWB appears challenging, it is advised that the man-
ager support or encourage the employee to improve on specifi c tasks 
or challenges that bring the advantage of enhanced self - effi cacy, 
this construct being a powerful dynamic linked to business perfor-
mance (Bandura,  2007 ; De Rue  &  Morgeson,  2007 ; Tsai, Chen,  &  
Liu,  2007 ). 

 These suggested social exchanges exemplify a work environ-
ment that is fair and equitable, provides a sense of role discre-
tion (autonomy/personal control), and frames performance 
so that business needs and interpersonal dynamics are factored 
into the structuring of a compensatory dialogue. In addition, 
such exchanges enhance person - role fi t, a dynamic construct 
that appears malleable and useful in the retention and develop-
ment of human capital (DeRue  &  Morgeson,  2007 ). High - quality 
social exchange indicates a culture that supports performance 
negotiation practices. 

  Authentic Performance: A Step - Wise Approach 
to Valuation 

  Phase I: Business Situation Analysis 
 Management and employee meetings are conducted to review 
business results and discuss a competitive analysis of the situation. 
Emphasis is placed on the strengths, weaknesses, opportunities, 
and threats facing the enterprise. On a business unit level, super-
vising managers apply this analysis to work teams and individual 
role responsibilities. The latter communications can be done on a 
group basis or strategically. Where  “ mediating factors ”  threaten or 
bring friction to the performance management process, one - on -
 one discussions are advised.  

  Phase II: Differences Dialogue 
 Senior management assumes responsibility for developing lead-
ership competencies. These competencies are addressed and 
enhanced through professionally sound assessments and suitable 

c14.indd   512c14.indd   512 7/1/09   10:59:39 AM7/1/09   10:59:39 AM



Authentic Performance  513

feedback channels (Diamante  &  Primavera,  2004 ). Leadership 
development is optimized for business execution and incorpo-
rates targeted mediating factors to accelerate growth of a perfor-
mance culture. This requires attention to TO, GO, PWB, and the 
personality characteristics of agreeableness/conscientiousness. 
These variables should be discussed to not only increase self -
 awareness (of leadership), but also to view their implications vis -
  à  - vis the workforce and immediate direct reports. Where feasible, 
assessments can be incorporated to enable sharing of such infor-
mation with direct reports to optimize the potential for engaging 
in a  “ differences dialogue. ”  This dialogue is to be performance -
 focused, where differences receive attention relative to perfor-
mance management/measurement in the context of sustaining a 
competitive business advantage.  

  Phase III: Calibration 
 The calibration of performance measurement is to be led by senior 
management, but buy - in from those affected should be gained. 
Focused on advancing competitive stance, the performance metrics 
should incorporate hard, business outcomes (direct contributions), 
soft business outcomes (indirect contributions), and contextual 
manifestations (that is, competencies providing guidelines for 
behavior in the business situation).  

  Phase IV: Value Discussion 
 All relevant parties to performance management engage in a value 
discussion. This discussion can alter calibration and/or serve to 
solidify understanding. The key to an effective value - based met-
ric conversation is agreement about the defi nition of the busi-
ness problem(s) being faced and/or overall competitive situation. 
Performance is only  “ discussable ”  in the context of a larger  “ perfor-
mance framing ”  so that everyone can understand the instrumental-
ity of its measurement, personally, fi nancially, and organizationally.  

  Phase V: Future Valuation: Immediate Next Steps 
 Clarity is the goal as the organization understands what is at stake, 
how it can achieve specifi ed business goals, and what this means 
for everyone in the organization (performance). The perfor-
mance metrics are shared, applied regularly (monthly, quarterly), 
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and discussed often. Everyone should be aware of the  “ score ”  at 
the business level (are we beating our competitors, making prog-
ress against them) and everyone should be aware of their individ-
ual business contributions toward that end.      

Performance Negotiation Applied: A Venture 
Capital Case Study

A targeted investment is not realizing the level of growth 
expected. Private investors aren’t sitting still. After several 
attempts at “motivating” the CEO, no progress is realized. In 
this case, progress is being measured by various measures 
of preparedness for product commercialization. The fi rm is a 
technology-based venture that customizes educational  programs 
for a specialized industry in which regulatory compliance makes 
such programs mandatory. Competition that is equally techni-
cally savvy (in terms of design and delivery) is slight. Investors 
bring strong connections to that industry, but they know that 
this venture is not the only show in town. Timing into the 
market is key, but quality and building a culture that can sus-
tain product development and delivery can’t be overlooked. It 
is concluded that business execution is too slow. Impatience 
grows. The consultant is called in.

A twenty-member start-up, the venture is now three years 
old. The consultant interviews the CEO and senior managers, 
and eventually focus groups are run as well to include every-
one. These assessments are focused on simple questions: (1) Are 
you managed well? (2) Are you happy with your pace of project 
acceleration? and (3) What do you need more of/less of in order 
for you to be more effective in your role? Deliberately “open” in 
nature, these questions bring overlapping content and direction 
to the consultant from various organizational levels. The employ-
ees feel un-managed, there is no sense of timing below the CEO 
level (product commercialization) and, for the most part, “man-
agers” are really just highly paid programmers—“most of them 
avoid interacting with people.”
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“Performance, in this context, is ephemeral. Standards 
being neither known or shared and interpersonal relations being 
centered on daily programming needs, this is start-up acting like 
it wants to be a start-down,” the consultant informs the venture 
capitalist (VC).

“I suppose we are all focused on the technology, it is 
truly differentiating and promises to eventually be disruptive,” 
explains the VC. “As we grew, we left it up to our CEO to 
manage the place, but he’s a Ph.D. physicist, out of another 
technology fi rm—I didn’t think he could build a company, 
but he can build product.” The VC is direct: “How do we get 
everybody focused and project-driven? How do we get perfor-
mance synchronized in there?”

“For starters, we need to establish policy and proce-
dures that secure a sense of due process and fairness. We 
need someone accountable for that too. Right now, everyone 
thinks it’s the Wild West—you get what you can and hope that 
nothing sneaks up on you.” “That’s not good if you want them 
to feel like they can have genuine conversations,” adds the con-
sultant. “Instead, they take justice into their own hands.”

“In addition, there seems to be a disagreeable nature to 
many of the programmers and perhaps even among your senior 
people. Your technical staff is constantly combative, argumenta-
tive, and perhaps even intentionally disagreeing just to see what 
happens—to shake up senior management,” observed the con-
sultant. “How do I fi x that?” asked the VC.

“Problem is that senior management really does not have 
the right to engage these folks on important issues requiring 
dialogue. Plus, they aren’t all that concerned about their inter-
personal styles and their effect on those around them. Senior 
managers have been too aloof, distant, and many times even 
cold or dismissive of the employees. This appears true for many, 
but especially it seems to be a problem where cultures collide. 
For instance, a programmer informed me that he is always three 
jumps ahead of his management team—that he sees problems 
for the future of the business but he gets pushed to only 
fi x for today. ‘Worry about tomorrow, tomorrow,’” his project 

(Continued)
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manager says to him, in a condescending tone. “This leads to 
unhealthy strain, a lack of collaborative problem solving, and a 
waste of talent," advises the consultant.

This scenario likely resonates with human capital profes-
sionals. The fi x in this case requires a combination of interven-
tions to address antecedents that are lacking in the culture (that 
is, procedural justice, operating objectives, competency models, 
performance framing). In addition, group and individual obsta-
cles exist. Time orientations are implicated, as are other personal 
characteristics. Systemically, there is a need to address all of this 
and, until this is done, progress toward a performance-based 
culture will not occur. All stakeholders are not on the same page. 
Investors view the business situation as threatening and hold 
the perspective that this investment is performing too slowly. 
Project managers view the situation as a technical challenge that 
requires more focused attention and information from emerging 
technologies that are not yet available. Leadership is busy cal-
culating profi tability forecasts based on numerous assumptions 
shared with no one. Here are some suggestions we made, based 
on our Systemic Model for Performance Negotiation.

PHASE I: BUSINESS SITUATION REVIEW

 Consultant facilitates meeting between VC team, CEO, 
and senior management.

 Senior manager “waterfalls” this review into the 
organization.

 Parallel fi nancial interests are clarifi ed for all “giving” their 
professional collateral (and capabilities) to this growth prop-
osition (value is market-driven, alignment means everyone 
generates wealth or benefi ts from a wealth-generation 
vehicle/stock options).

 Performance management is identifi ed as the lever for 
growth.

PHASE II: DIFFERENCES DIALOGUE

 Leadership (CEO, senior management) assessed by team 
of industrial psychologists.

 Feedback on leadership team offered to VC equity partners.

•

•

•

•

•

•
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 Equity breakdown scenarios are discussed and shared 
organization-wide.

 Project managers are assessed using independent consul-
tants, standardized personality instruments, and a qualitative 
360 process.

 Multi-source feedback implemented for leadership.
 Coaching provided for CEO and senior management team.

PHASE III: CALIBRATION

 VC equity partners review progress of coaching/assessments.
 Consultants map key differences/interpersonal challenges.
 CEO, senior managers articulate business outcomes (direct/

indirect contributions) and a competency model is con-
structed (leadership, project manager, and technical staff ).

 Time, trends, and mean performance are openly discussed 
and incorporated into the process of negotiating reviews.

 Performance is a dual process; built however, on a prop-
erly framed, mutually advantageous playing fi eld.

PHASE IV: VALUE DISCUSSION

 VC equity partners and senior management review per-
formance metrics vis-à-vis competitive activity and market 
alignment.

 Adjustments are made in focus/shared throughout the 
organization (including the rationale).

 The need to make key contributors to business value (intel-
lectual capital) “true partners” is realized; all employees 
eventually receive a level of ownership.

PHASE V: IMMEDIATE NEXT STEPS

 Performance is measured regularly (some do it monthly, 
others quarterly).

 Supervising managers held accountable for the review 
being a dialogue.

 Performance dialogues lead (unexpectedly) to business 
unit meetings capitalizing on the identifi cation of shared 
business obstacles/individual development needs.

•

•

•
•

•
•
•

•

•

•

•

•

•

•

•

(Continued)
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 Project rotational/matrix management opportunities are 
implemented.

 CEO focuses on project management monitoring, shifting 
orientation to a present “stance.”

 VC equity partners meet with CEO to align CEO focus with 
investor plan to “fl ip” the venture in the next three years, 
circumstances allowing.

In time, the consultants are “weaned” and it is noted 
that communications are easier, more frequent, and genu-
ine. Attention to the fi ve phases of the negotiation process is 
enabling authentic conversations among diverse stakeholders.

Finally, where resistance remains, managers are coached to 
improve LMX via the appropriate tactic. For instance, agreeable-
ness (or lack thereof) is identifi ed and the manager is informed/
given the skills to engage in dialogues with the employee that 
center on reciprocity. As the “antidote” for being disagreeable, 
the manager is now focused on discussing any point of con-
fl ict with a conversation about what the employee wants/needs 
relative to what the business wants/needs. The goal is to fi nd 
“reciprocity”—a place in which there is little or no room for dis-
agreement. Such exchanges require a level of frequency com-
mensurate with the level of disagreeableness faced.

Multiple stakeholders understand that there are multiple 
perspectives. Value is ultimately measured by the profi ts every-
one shares when the venture goes public or is sold. Interpersonal 
friction stemming from individual performance measurement 
is mitigated as parallel fi nancial interests bond organizational 
members. Everyone stands to win (or lose) together so getting 
the means to the end right becomes the principal driving force 
behind performance negotiation.

It became mandatory that each manager break down per-
formance into trends, some sense of variance, and an over-
all average. This leads to added focus on the valuation process 
itself, to interesting conversations among managers, and unex-
pectedly revealed operational problems when senior manag-
ers noticed similar trends among employees. This operational 

•

•

•
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side-effect was soon to become one of the critical advantages 
for imposing the dual trend dialogue performance negotiation 
process. Three years subsequent to the implementation of a sys-
temic approach to performance negotiation, the venture was 
sold. Investors realized a 17x multiple, and employees chose to 
either exercise their stock options or become shareholders in 
another promising venture.
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      CHAPTER 15    

ASSESSING PERFORMANCE 
MANAGEMENT PROGRAMS 
AND POLICIES          
  Stanley B. Silverman and 
Wendy M. Muller   

  Assessing Performance Management Programs 
and Policies 
 A recent study reports that only 45 percent of HR professionals 
think that their performance management system currently in 
use is valuable to the organization (OnPoint Consulting,  2007 ). Why 
is this so? The problem likely lies in the bare - bones approach to 
performance management that many organizations utilize. Often, 
the performance management system consists of only an annual 
performance evaluation that is used for administrative purposes. 
In addition, while these evaluations may be useful, researchers 
and practitioners alike have observed a phenomenon referred to 
as the  “ vanishing performance appraisal ”  (Cropanzano, Bowen,  &  
Gilliland,  2007 ). Organizations report that performance reviews are 
required and managers often report that they conducted them, yet 
many employees in these same organizations report that they never 
received a review.  What if we took assessment seriously?  This chapter 
will go beyond the customary annual performance evaluation by 
using six assessment points that are embedded in a comprehensive 
model of performance management.  
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  Model Overview 
 In order to clearly illustrate the performance management system 
we propose, Figure  15.1  depicts our performance management 
model. In addition, to help clarify the model and the six assess-
ment points, we will use a hypothetical manufacturing company, 
Palisades Inc., which employs one thousand salaried employees. 
The average span of control for each manager is approximately 
eight subordinates. Figure  15.2  is the timeline for Palisades Inc. ’ s 
performance management process, along with each assessment 
point. For the sake of clarity, the 2010 calendar year will serve 
as the cycle for implementation of the performance manage-
ment process. Exhibit  15.1  is a glossary of the assessment points 
of the performance management system. Figure  15.3  shows the 
sequence of the six assessment points. Tables  15.1     &     15.2  dis-
play the organizational and individual precursors, respectively. 
In addition, we will follow two Palisades employees, Michael and 
Anna, at various points throughout the process. While we are 
using 2010 as the implementation year, in order to clarify the six 
assessment points, whenever we use examples of Palisades or its 
employees, it will be as though the assessment data has already 
been collected.                                                      

  Assessment Point 1: Organizational Precursors 
 The purpose of evaluating organizational precursors and admin-
istering the organizational precursor scale (OPS) is to fi rst gather 
a baseline measure of current performance management behav-
iors and, second, to determine what should be emphasized dur-
ing the training phase of the performance management system 
(Silverman, Pogson,  &  Cober,  2005 ). Organizations that sup-
port individual change will be better able to facilitate change in 
the organization (Mauer, Mitchell,  &  Barbeite,  2002 ). The OPS 
(Silverman, Pogson,  &  Cober,  2005 ) will measure the extent to 
which effective performance management behaviors are cur-
rently being exhibited (see Table  15.1 ). The OPS assessment 
takes place twice during the performance management cycle. 
Assessment Point 1 will take place in June 2009 and Assessment 
Point 5 will take place in January 2011. Ideally, data will be 
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Org Vision and Mission

Individual Precursors
1. Awareness
2. Necessity
3. Confronting change
4. Willingness for feedback
5. Developmental orientation

Performance Expectations

Results

Dept Mission and Goals

Behaviors

Individual Major
Responsibilities

Individual Development Plan
1. ID developmental opportunities
2. What the employee can do on own
3. Provides resources

360° Feedback
1. Instrument
2. Workbook and report
3. Development guide

Organizational Precursors
1. Organizational alignment
2. Feedback environment
3. Formal individual growth
    opportunities
4. Accountability
5. Compensation system

Developmental
Discussion with Manager

Behavior Change

Department Evaluation

Training

Individual Evaluation

 Figure 15.1 Performance Management Model. 
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 Figure 15.2 Timeline for Palisades Inc. 

February 2010
Assessment Point 3: Individual
precursors (Time 1)

•  Employees think about
    major responsibilities
•  Meet with supervisor
    about major
    responsibilities and
    performance
    expectations

•  360° feedback process
•  Create individual
    development plan

December 2009
Assessment Point 2:
Performance management training
evaluation

June 2009

March 2010

Dec. 2010

Jan. 2011

June 2009
Assessment Point 1:
Organizational precursors and
current performance management
behaviors (Time 1)

December 2010
Assessment Point 4: Individual
and department evaluation

January 2011
Assessment Point 5:
Organizational precursors and
current performance
management behaviors (Time 2)

Assessment Point 6: Individual
precursors (Time 2)

December 2009

February 2010

 collected from all managers and employees affected by the per-
formance management system. 

 The OPS will derive a 1 to 5 score on each organizational pre-
cursor. Managers and subordinates will rate each organizational 
precursor. Precursors will be assessed by both managers and 
employees, and data from this questionnaire will not only help 
determine what training needs to be done, but scores on the 
organizational precursors will also show how ready and support-
ive an organization is for change. 
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Organizational
Precursors

Training
Evaluation

Individual
Precursors

Individual and
Department
Evaluations

 Figure 15.3  Sequence of Assessment Points. 

  Organizational Alignment 

 The fi rst organizational precursor, organizational alignment, 
describes how well the organization ’ s vision, mission, and values 
are aligned throughout the departments and employees in the 
organization. 

 A rating of  “ 1 ”  indicates that there is little to no  integration 
of organizational and individual expectations. This can be 
 problematic because individuals in organizations that have low 
organizational alignment may not identify with the direction of 
the organization. This may lead to problems down the line, such 
as turnover. A rating of  “ 3 ”  on the precursor of organizational 
alignment signals that the organization has a clearly defi ned 
vision, mission, and values and has some connections to the indi-
vidual level, but needs to enhance these connections. Finally, a 
rating of  “ 5 ”  on the organizational precursor of organizational 
alignment indicates that the organization has a clearly defi ned 
mission, vision, and values, and that these are completely con-
nected with the individuals in the organization. This is the ideal 
rating for organizational alignment. An effective performance 
management system will be the driver that connects the organi-
zational vision, mission, and values to the individual level.  

  Feedback Environment 

 The second organizational precursor is the organizational feed-
back environment. This describes how strongly feedback is 
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engendered into the organization ’ s culture. This includes infor-
mal as well as formal feedback. Furthermore, feedback systems 
should be in place that provide for specifi c feedback directed 
at the task level (Kluger  &  DeNisi,  1996 ). Vague feedback about 
overall performance is clearly not as helpful to employees as a 
comment about the specifi c task being performed. Tying the 
feedback into the daily operation of the organization also shows 
the employee that they make an impact on the organization and 
what they do is important to the functioning of the organization. 

 Like the precursor described previously, a score on the organi-
zational feedback environment is on a 1 to 5 scale. A  “ 1 ”  on the 
precursor of organizational feedback environment indicates that 
the organization does not have a consistent feedback process in 
place. Feedback may or may not be given informally or even 
in a formal setting besides the annual performance review. Some 
managers may give feedback while others do not. Clearly there 
are not systems in place that provide for adequate and necessary 
feedback. 

 A rating of a  “ 3 ”  on organizational feedback environment indi-
cates that some type of system for delivering feedback does exist, 
but it may not be consistent throughout the organization. The 
feedback given is job - related and centers on the behavior and 
results valued by the organization. This feedback most likely is 
given in formal settings, such as with a meeting with a supervisor. 
However, these practices may not be consistent across the organi-
zation; they may differ between departments or even managers. 

 A rating of a  “ 5 ”  on organizational feedback environment indi-
cates that the organization has a defi ned feedback system that is 
implemented across the entire organization. This system includes 
both a developmental component and an evaluation compo-
nent. High scores on this organizational precursor are especially 
important because organizational feedback environment is criti-
cal to the success of a performance management system.  

  Formal Individual Growth Opportunities 

 The third organizational precursor is formal individual growth 
opportunities. Ratings on this organizational precursor indi-
cate how focused an organization is on providing learning and 
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developmental opportunities for their employees. These oppor-
tunities should also be clearly communicated to the employees. 
Employees should know that these opportunities exist for all, not 
just a select few. 

 A rating of a  “ 1 ”  on the precursor of formal individual 
growth opportunities indicates that employee perceptions are 
that there are few or no opportunities for individual growth in 
terms of development and learning that the organization offers. 
Employees generally do not get the sense that the organization 
supports learning and growth. A rating of a  “ 3 ”  on formal indi-
vidual growth opportunities indicates that there are some oppor-
tunities that are available to employees. These programs are 
generally considered adequate by the employees, but the con-
nection between these opportunities and the culture of the orga-
nization is unclear. Last, a rating of a  “ 5 ”  on the organizational 
precursor of formal individual growth opportunities signifi es 
that not only are there formal programs for individual develop-
ment and growth, but these opportunities are highly encouraged 
and considered part of the culture of the organization. The per-
formance management system should require that an individual 
development plan be created for each employee as a formal part 
of the process.  

  Accountability 

 The fourth organizational precursor is accountability. Account-
ability refl ects whether the appropriate managers and employees 
are held responsible for the consequences of not making needed 
change. This includes both changes in behaviors and results that 
will improve the organization and those that will be a detriment 
to the organization. 

 A rating of a  “ 1 ”  on the organizational precursor of account-
ability indicates that there is little accountability across the orga-
nization for the necessary individual change needed for the 
organizational alignment discussed earlier. Without accountabil-
ity, there is a lot of blaming of others, and it is likely that no or 
minimal change will occur, and these changes may not be valued 
highly by the organization. A senior - level executive commented 
to one of the authors recently,  “ I have been immensely successful 
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throughout my career. Why would I change the set of behaviors 
we are discussing? ”  If there are no consequences and no account-
ability for the needed change, why would the individual change? 
A rating of a  “ 3 ”  on the precursor indicates that there is some 
accountability for change, but it is inconsistent. A rating of a  “ 5 ”  
on accountability indicates that those who create organization-
ally valued changes are appreciated, and those in the organiza-
tion who do not make necessary change are consistently held 
accountable. This can be reinforced by the performance man-
agement system through the individual major responsibilities 
and corresponding performance expectations and by holding 
individuals accountable for the change inherent in the individual 
performance plans.  

  Compensation System 

 The fi fth organizational precursor is the compensation system. 
If behaviors that lead to effective results for the organization are 
rewarded, employees should be more likely to continue to strive 
for these achievements. Moreover, the compensation system is a 
way to link the behaviors of the individual to the values and suc-
cess of the organization. By doing this, the organization demon-
strates to the employees how important their behaviors are to the 
success of the organization. 

 A rating of a  “ 1 ”  on the organizational precursor of compensa-
tion system indicates that there is no or little connection from 
individual behaviors and results to the pay of employees. This 
means that employees do not see a connection from their behav-
iors and achievements to the values of the organization. This may 
give employees little reason to behave in ways that benefi t the 
organization, as they see no direct reward for doing so. It is our 
experience that, when asked, most human resource professionals 
believe they have a pay - for - performance system in place. Yet man-
agers and employees alike do not see that same connection. A 
rating of a  “ 3 ”  on the precursor of the compensation system indi-
cates that there is some pay - for - performance going on, but that 
it may not be well defi ned by the organization. A rating of a  “ 5 ”  
on the organizational precursor of the compensation system indi-
cates that there are clear guidelines imposed and  communicated 
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to employees on when and how achievements and individual 
change are rewarded by pay. This connection should be created 
and/or strengthened through the performance management 
system.    

    Example of Assessment Point 1 at Palisades Inc.    

 Palisades Inc. has just completed the OPS. Because they are 
planning to implement a new performance management proc-
ess, they chose to administer the OPS online to all managers 
and employees who would use the new process. In addition, 
two open - ended questions were used that asked about the 
strengths of the current performance management process 
and the areas that required improvement. Scores on each indi-
vidual precursor varied from a score of  “ 2 ”  to a score of  “ 4. ”  
Therefore, some areas require more training and change than 
others. Hence, each organizational precursor will be briefl y 
discussed below. 

 Palisades Inc. had an overall organizational alignment 
score of  “ 3. ”  Upon reviewing the individual items, the organi-
zational vision and mission are clearly well defi ned, but there 
are not good connections with the individual level in most 
areas. It is clear that some work needs to be done to align the 
organizational mission and vision with individual expectations. 
The importance of role clarity, along with the clarifying of 
major responsibilities and corresponding performance expec-
tations, will need to be emphasized in the training. 

 In the organizational feedback environment area, Palisades 
had a rating of  “ 2. ”  This showed that Palisades did not have 
a very strong feedback culture. Feedback that was given was 
not seen as particularly job - related, and the behaviors and 
results that are valued by the organization were not perceived 
as being reinforced by individual managers. In addition, the 
open - ended questions showed a perception by a large num-
ber of employees regarding concerns with favoritism and that 
ratings were inconsistent across managers. Rater error training 
will need to be a component of the training as well. 

c15.indd   538c15.indd   538 7/1/09   11:01:08 AM7/1/09   11:01:08 AM



Assessing Performance Management Programs and Policies  539

  Training 

 Training will be conducted based on data collected from Assess-
ment Point 1. The data will serve as a needs assessment, which 
will indicate what aspects of training should be emphasized. To 
ensure successful implementation of the performance manage-
ment system, both employee and managerial training will be con-
ducted. The training will include administrative as well as process 
training (Silverman,  1991 ). 

 The administrative aspect of the training session will include 
information about how the new system differs from the previous 

 While Palisades Inc. did not have particularly good scores 
on the precursors of organizational alignment and organi-
zational feedback environment, scores on formal individual 
growth opportunities were better. A score of  “ 4 ”  was obtained. 
This showed that there were many ways that employees could 
learn and develop skills within Palisades Inc. However, the one 
area that showed a need, based on responses from employees, 
was that little effort was spent on creating development plans. 
Thus, this is an area that only needs a little improvement. 

 On the organizational precursor of accountability, Palisades 
Inc. received a score of  “ 3. ”  This means that there is some 
accountability for organizational change, but it is inconsistent. 
In order to improve scores in this area, Palisades needs to make 
sure that managers are held responsible for organizationally 
relevant changes, or the lack thereof. 

 On the last organizational precursor, the compensation 
system, Palisades Inc. earned a score of  “ 3. ”  Palisades does 
increase pay for positive individual change, but inconsistently. 
Palisades Inc. needs to work on creating a stronger tie for pay -
 for - performance, and make this an incentive for organization-
ally valued change. 

 As can be seen from the OPS data that Palisades col-
lected, implementing a new performance management proc-
ess and emphasizing the needed training to go along with it 
will be critical to its success.     
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one, how to fi ll out forms, and other tasks that will facilitate the 
implementation of the performance management system. Both 
the manager and the employee will have the same training about 
the performance management system, including the timeline for 
implementation of the process (see Figure  15.1 ). 

 Process training will include clarifying job responsibilities and 
expectations, diagnosing and coaching employee performance 
problems, and giving direction as to how to give effective feedback 
(Gregory, Levy,  &  Jeffers,  2008 ; London  &  Smither,  2002 ). The 
skill development aspect of the training gets at how to clarify one ’ s 
major responsibilities and performance expectations (Silverman 
 &  Wexley,  1986 ). Role clarity is especially important to ensure 
that employees have a clear understanding of what their jobs 
entail, which could lead to improved job performance (Whitaker, 
Dahling,  &  Levy,  2007 ). Both employees and managers can benefi t 
from skill development training. Skill development will be based 
on current needs of the organization and individuals. These needs 
will be based on the organizational and individual precursor data. 
In addition, managerial training will be given to demonstrate how 
to conduct a developmental discussion and how to complete an 
overall performance review for their employees. 

 Rater error training will be conducted to reduce errors in the 
360 - degree process and in the performance review (Silverman  &  
Wexley,  1986 ). Rater error training involves informing raters of 
the types of errors commonly made and using DVD scenarios 
that allow participants to make the errors themselves. The goal 
of rater error training is for raters to provide greater accuracy 
in their ratings. Ideally, subordinates would receive error train-
ing as well as managers, but often this is not feasible in organiza-
tions and only managers receive the training. Using performance 
dimension training along with practice ratings can increase rat-
ing accuracy (Hauenstein,  1998 ).   

  Assessment Point 2: Training Evaluation at the 
Reaction and Learning Levels 
 While data from Assessment Point 1 was used to help design the 
training process, the purpose of Assessment Point 2 is to evalu-
ate the  reactions  of the managers and employees to the  training 
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 program content with regard to its usefulness on the job. 
Evaluation of training at the  learning  level is also necessary to 
ensure the trainees have developed the necessary skills to effec-
tively implement the performance management process. The 
learning level is assessed by evaluating the quality of the major 
responsibilities and performance expectations that are created 
by the managers and employees during the training process. 

  Implementation of Performance Management 
System at the Individual Level 

 Individual major responsibilities are critical aspects of the job 
that must be done by the employee for departments to meet their 
goals and expectations (Silverman,  1991 ). The responsibilities 
are decided upon by both manager and subordinate. Some of 
the major responsibilities are inherent to the job and remain 
static; others, such as key projects, may change over time. The 
major responsibilities should be ranked from most important to 
least important. 

 There are two types of performance expectations in the per-
formance management system that defi ne effectiveness on each 
major responsibility. First, behavior - oriented performance expec-
tations are created for each major responsibility. These behaviors 
must be observable and controllable. Meeting these expectations 
is critical for successful performance and aligns with those orga-
nizationally valued behaviors. 

 The second type of expectation, results - oriented performance 
expectations, should also be developed for each major respon-
sibility. These standards are dependent upon employee actions 
and under employee control. Furthermore, standards need to 
be quantifi able and defi ne effective performance for each major 
responsibility. These results - oriented expectations or standards 
help to align the individual with the mission and goals at the 
departmental as well as the organizational level. Every manager 
in the organization should be required to have a major respon-
sibility, Managing Employee Performance and Development, 
along with a set of behavior and results - oriented performance 
expectations. The managers should be rated on the major 
responsibility (along with all others) to assure that, in this case, 

c15.indd   541c15.indd   541 7/1/09   11:01:09 AM7/1/09   11:01:09 AM



542  Performance Management

the  performance management program and policies are effec-
tively implemented as they were designed. 

 To illustrate the performance management system at the indi-
vidual level, two fi ctional employees, Michael and Anna, will be 
followed at various points throughout the process.      

   Michael 
 Michael has been a manager at Palisades for three years. He is 
a production manager and several of his major responsibilities 
include ensuring product quality, overseeing production, hiring 
and managing departmental employees, and budgeting. These 
major responsibilities are fairly static and will not change much 
from year to year. Michael also has some major responsibili-
ties specifi c for the current year. One of these major responsi-
bilities is to work with the research and development team to 
develop a new product.     

   Anna 
 Anna has been a marketing manager at Palisades for fi ve years. 
Some of her major responsibilities include conducting market 
research, hiring and managing marketing staff, and developing 
successful marketing strategies. This year, Anna was asked to 
conduct surveys to identify new markets for Palisades Inc. The 
fi rst three major responsibilities listed are static; they are essen-
tial tasks for her position. The survey project is a dynamic major 
responsibility; it is specifi c to that calendar year. 

 Michael and Anna would meet with their manager in 
December to clarify these major responsibilities as well as per-
formance expectations.     

  360 - Degree Feedback 

 Once the manager and employee have met to clarify the employ-
ee ’ s role through major responsibilities and performance expec-
tations, the employee participates in the 360 - degree feedback 
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process. The 360 - degree instrument assesses areas for develop-
ment from multiple rating sources including managers, direct 
reports, self, peers, and sometimes customers. It is important that 
employees know that this will be used only for developmental 
purposes and not for administrative purposes (London,  2001 ). 

 After employees are rated on these dimensions and data is 
compiled, a feedback report and a workbook will be given to 
each employee. The 360 - degree feedback report will contain 
the results of ratings of each of the items on the 360 assessment 
from all sources, as well as a summary of overall ratings on each 
dimension. The 360 developmental workbook will give individu-
als a series of activities that will help them understand the feed-
back report and create a developmental action plan. 

 In addition to the workbook, a development guide will be 
provided with resources for developing skill dimensions. These 
resources are composed of activities and readings that individu-
als can do on their own to further their career goals.   

  Assessment Point 3: Individual Precursors, Time 1 
 Individual precursors will be measured twice during the perfor-
mance management cycle: February 2010 (Assessment Point 3) 
and January 2011 (Assessment Point 6). Evaluation of individual 
precursors is important because it gives a manager an idea of a par-
ticular employee ’ s receptiveness for feedback and change at a given 
point in time (Linderbaum  &  Levy,  2007 ). Each dimension will be 
assessed by several items rated on a 1 to 5 scale (see Table  15.2 ). 

 While the previous assessment points have been directed at 
the organization, at Assessment Point 3 the individual precursors 
are directed at the employee. These precursors include aware-
ness, a sense of necessity, confronting change, willingness for 
feedback, and developmental orientation (Silverman, Pogson,  &  
Cober,  2005 ). Manager ratings of these precursors indicate how 
ready an individual is to implement change in his or her actions 
and behaviors. Employees with higher ratings on these precur-
sors are more likely to change and develop than those with lower 
scores on these precursors. Ratings of the individual precursors 
will be discussed with the employee during a developmental dis-
cussion with the manager. 
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  Awareness 

 A score of a  “ 1 ”  on awareness indicates that the employee has 
 little or no idea that his or her behaviors and actions need to 
change, while a score of  “ 3 ”  indicates that the individual is aware 
that some change is needed in certain areas. A score of  “ 5 ”  indi-
cates that the individual is highly aware of the areas that he or 
she needs to improve.      

   Michael 
 In preparation for this discussion, Michael ’ s manager com-
pleted the Individual Precursor Scale to help guide the develop-
mental discussion. The score on Awareness, the fi rst individual 
precursor, is very important, as it is the fi rst step toward suc-
cessful development and change. Without awareness, individ-
uals cannot change because they don ’ t know what to change, 
don ’ t believe they need to change, and do not know how to 
change. Michael, unfortunately, is perceived by his manager as 
not very aware of the need for change. He was rated a  “ 2 ”  
by his manager on the individual precursor of awareness. As 
a result of this rating, Michael ’ s manager knows that he must 
clearly emphasize those areas that need development and why 
they are important.     

   Anna 
  Anna,  on the other hand, was rated a  “ 4 ”  on awareness. 
This indicates that she has a good idea of what behavior she 
needs to improve. This is very helpful because if an individual 
is aware of the need for changing his or her behavior, he or 
she is more motivated to change and develop.       

  Necessity 

 The second individual precursor, sense of necessity, indicates what 
sense of urgency the individual has regarding change in his or 
her behavior and confronting the problems head - on. A rating of 
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a  “ 1 ”  on this dimension indicates that the individual has no desire 
to change his or her behavior. A rating of  “ 3 ”  on this precursor 
indicates that the individual does show some desire to change his 
or her behavior. Finally, a rating of  “ 5 ”  on the precursor of neces-
sity indicates that the individual understands the importance of 
change in behavior and has a strong desire to do so.    

   On necessity, the second individual precursor, Michael scored a 
 “ 1. ”  This score is heavily infl uenced by his score on awareness. 
Because he is not aware of the changes to be made, he can-
not really feel the need for change. As well as being aware of 
the need for behavior change, Anna also sees the importance 
of this change and what an impact it will make on Palisades 
Inc., as well as for her own personal growth. Anna was rated 
as a  “ 4 ”  on the individual precursor of necessity.       

  Confronting Change 

 The third individual precursor, confronting change, involves know-
ing what to do to change his or her behavior, as well as knowing 
what problem prompts this change. A score of a  “ 1 ”  on this precur-
sor shows that the individual has demonstrated little understand-
ing of the steps needed in order to change his or her behavior. A 
score of a  “ 3 ”  indicates that the individual shows some understand-
ing of what steps to take to change his or her behavior. Finally, a 
score of a  “ 5 ”  on confronting change shows that the individual has 
a clear understanding of how to change his or her behavior.    

   On the precursor of confronting change, Michael scored a  “ 1. ”  
He does not exhibit understanding of how to change. Again, 
this is not especially surprising, given Michael ’ s low score on 
awareness. While Anna is aware of the importance of chang-
ing her behavior, she is not as adept at confronting change. On 
the third organizational precursor of confronting change, Anna 
rated a  “ 2. ”  She has the desire to change, but she ’ s not quite 
sure how to do so.       
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  Willingness for Feedback 

 The fourth individual precursor, willingness for feedback, indi-
cates how receptive an individual is to receiving both negative 
and positive feedback on his or her behavior and performance. 
A score of a  “ 1 ”  on this individual precursor indicates that the 
individual does not seem to be open or seems defensive when 
feedback is given. A score of a  “ 3 ”  on this dimension indicates 
that the individual appears to be open and emotionally prepared 
to receive feedback. A score of a  “ 5 ”  on willingness for feedback 
indicates that the individual has a strong desire for and is emo-
tionally ready to receive candid feedback from others.    

   On the individual precursor, willingness for feedback, Michael 
scored a  “ 2. ”  He is receptive to feedback from others at 
times, but only if it is positive feedback. He becomes defen-
sive whenever negative feedback is given, especially about 
an area in which he feels he is an expert. On willingness for 
feedback, Anna scored a  “ 3. ”  She welcomes feedback most 
of the time, but is more receptive from some people than oth-
ers. Improvement in this area would be important for Anna ’ s 
development as a manager.       

  Development Orientation 

 The fi fth individual precursor, development orientation, indi-
cates how much an individual wants to learn new things to fur-
ther develop skills. A rating of a  “ 1 ”  on the precursor indicates 
that the individual does not seek out opportunities for individual 
growth. A rating of a  “ 3 ”  indicates that the individual will seek out 
opportunities for individual growth and development on occa-
sion. Last, a rating of a  “ 5 ”  on development orientation shows 
that the individual has shown a strong desire for developmental 
activities and seeks these opportunities regularly.   

 For both Michael and Anna, it is important to remember that 
the organizational environment is an important  contributor 
to the individual ’ s ratings on the individual precursors. For 
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   Michael received a  “ 2 ”  on this precursor. Because he is not very 
aware of his need to change, he does not seek opportunities 
for learning and development very often. On the other hand, 
Anna was rated a  “ 3 ”  on the individual precursor of develop-
ment orientation. She has a strong drive to improve, but does 
not always seek out available opportunities. Furthermore, she 
tends to take advantage of these opportunities only if it is clear 
that engaging in them will lead to advancement in the com-
pany. She is not as concerned about her personal growth. 

 Looking at the example of Michael, you can see how 
important awareness is in evaluating readiness to change. In 
sum, Michael obtained below - average scores on all individual 
precursors, and one can see how the other four individual pre-
cursors are related to the low rating on awareness. Due to the 
unfavorable scores on these individual precursors, Michael will 
need a great deal of guidance to overcome his limitations and 
change his behavior. 

 In sum, Anna is aware of the need for behavior change 
and how important it is for her personally as well as the orga-
nization. However, she could have a better idea of how to 
actually change, that is, what she needs to do. She is fairly 
receptive to feedback and reaches out for some developmen-
tal opportunities, but she could improve on both of these 
dimensions. Thus, the focus of her development plan should 
be on the steps she needs to take to change.     

 example, if the organization does not have a culture conducive 
to feedback seeking, this could affect an employee ’ s rating on the 
individual precursor of willingness for feedback. Organizational 
precursors can limit scores on individual precursors. 

 It is important to note that improvement on individual precur-
sors can be affected by the state of the organization ’ s organiza-
tional precursors. For example, few individuals will be likely to 
seek feedback if they are not encouraged to do so. Also, if regular 
feedback is not given, individuals will be less likely to seek it. Thus, 
it is imperative to look at the performance management system 
as a whole, not just its parts. All of the parts of the  performance 
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management system are related, and a poor component of one 
part of the system can be detrimental to other areas.  

  Developmental Discussion and Creation of Individual 
Development Plans (IDPs) 

 The manager and employee should then conduct a development 
discussion to create an individual development plan based on the 
360 - degree feedback process. During the meeting with the man-
ager, it is time to discuss the feedback report from the process and 
to consider both future career goals and enhancing performance 
on the responsibilities for the employee ’ s current position. 

 The individual development plan involves identifying develop-
mental opportunities for current major responsibilities and future 
career growth. These opportunities can go beyond the employee ’ s 
current position in the organization. Rather, this plan can also 
further the employee ’ s personal career path, the protean career. 

 In the protean career perspective, the emphasis is on obtain-
ing skills that would be useful for the life of one ’ s career as well 
as for self - fulfi llment (Hall  &  Moss,  1998 ). The protean career 
contract (adapted from Hall  &  Moss,  1998 , p. 26) is as follows: 

   1.   Career is managed more by the employee.  
   2.   A career is a lifelong series of experiences, skills, learning, 

and transitions.  
   3.   Development is continuous learning, self - directed, relational, 

and found in work challenges.  
   4.   Development is not (necessarily) formal training, retraining, 

or upward mobility.  
   5.   The organization provides challenging assignments, develop-

mental relationships, information, and other developmental 
resources.  

   6.   The goal is psychological success and increased job 
performance.      

  Assessment Point 4: Evaluation at Individual and 
Department Levels 
 The purpose of Assessment Point 4 is to conduct individual 
reviews that serve as formal performance reviews and  evaluate 
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departmental performance. These reviews will be used for 
administrative purposes, such as for promotions and merit 
raises. 

 Individual performance reviews will be conducted once a 
year. Palisades Inc. will conduct individual and departmen-
tal evaluations in December 2010. For the individual evalua-
tions, each major responsibility will be rated on a 1 to 5 scale, 
with  “ 3 ”  being  “ meets expectations. ”  Recall that behavioral 
and results - oriented performance expectations were agreed 
on for each major responsibility at the beginning of the year. 
This review will assess whether an employee has exceeded, 
met, or not met expectations on each of his or her major 
responsibilities. 

 The departmental evaluation will also take place in December 
2010. The review will be conducted by the department manager, 
who will examine and document attainment of departmental 
goals that were set at the beginning of the year. If the goals and 
benchmarks from the previous year have not been met, the rat-
ings on the departmental evaluation will be low. Numerous data 
sources could give some insight into why benchmarks were not 
being met. For example, if the performance goal that Palisades 
set earlier in the year is not met, precursor data and 360 - degree 
evaluations could provide some information explaining why the 
goal was not met. Are individuals improving? If so, departmental 
performance should increase in the following year. In sum, the 
many sources of information collected will make it easier to tar-
get the specifi c problem and fi ne - tune that element of the per-
formance management system, instead of overhauling the entire 
system.  

  Assessment Point 5: Organizational 
Precursors, Time 2 
 As you recall, organizational precursor data was collected before 
implementing the current performance management system. 
Now that the performance management system is in place, orga-
nizational precursors are measured again, to identify changes 
that have occurred along with the new system.    
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Palisades Case

 The organizational precursors of organizational alignment and 
feedback environment went from  “ 2 ”  and  “ 3, ”  respectively, to 
a score of  “ 4. ”  Thus, along with the implementation of the per-
formance management system, Palisades employees saw more 
alignment between the organizational level and the individual 
level. Thus, these two precursors showed marked improvement. 

 Great improvement was made in the area of formal indi-
vidual growth opportunities. While the organization was ini-
tially rated as a  “ 2, ”  it is now rated as a  “ 4. ”  Palisades has 
made great strides in making developmental opportuni-
ties available to employees. Since the feedback environment 
was enhanced by requiring all employees to have individual 
development plans, it facilitated growth and development 
by emphasizing these developmental opportunities based on 
feedback from Assessment Point 1. Thus, Palisades Inc. devel-
oped programs to help improve employee performance and 
encourage personal and career growth. 

 Another improvement made was to accountability. 
Managers were trained to be consistent in implementing the 
performance management system and making sure that con-
sequences exist for employee behaviors, whether their behav-
iors were benefi cial to the organization or detrimental. Making 
accountability a critical major responsibility of all managers 
helped to increase the rating from a  “ 3 ”  to a  “ 4. ”  

 A pay - for - performance system was implemented and 
linked to valued behaviors and results of employees. On the 
fi rst evaluation, there was some evidence that behaviors that 
led to positive outcomes were rewarded fi nancially, but these 
rewards were inconsistent. Thus, many employees felt that 
their efforts did not lead to fi nancial gain. To remedy this, 
Palisades Inc. implemented a new pay system, one in which 
behaviors and results leading to positive outcomes are fi nan-
cially rewarded. As there is now a detailed pay - for - performance 
system in place, Palisades ’  score on the organizational precur-
sor of compensation system increased to a  “ 4. ”    
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         Michael ’ s Individual Precursor Ratings 
at Time 2 

 After his manager completed the individual precursor ques-
tionnaire for the second time, Michael ’ s awareness score 
improved from a  “ 2 ”  to a  “ 4. ”  This is a very important 
improvement, as now the focus of Michael ’ s development can 
be on actual changes instead of being merely aware of the 
necessary changes. 

 Along with awareness, Michael ’ s score on necessity 
improved from a  “ 2 ”  to a  “ 4. ”  Not only is Michael now aware 
of the needed changes, but he feels that they are necessary 
for his progress. Similarly, on confronting change, Michael 
scored a  “ 3, ”  which is an improvement from the  “ 1 ”  he 
received on the fi rst assessment of individual precursors. 
He still does not know exactly what he needs to do at all times 
to change his behavior, but he now recognizes what these 
steps are in some areas. 

 Willingness for feedback improved to a  “ 3. ”  Because 
of his continual focus on the individual development plan, 
Michael takes feedback much better than before. Receiving 
negative feedback is still a little diffi cult for him, but he has 
been able to use it constructively at times. This area needs 
continued work, but Michael has made the fi rst steps in per-
sonal development. On the fi nal precursor, development 
orientation, Michael was rated a  “ 3. ”  Due to greater aware-
ness of his weaknesses, he has been able begin to take part in 
some developmental activities to further personal growth. 

  Assessment Point 6: Individual Precursors, Time 2 
 At Assessment Point 6, ratings will be made on the same fi ve 
individual precursors collected at Time 1. After these ratings are 
made, both sets of ratings will be compared. The results of these 
comparisons will be used to determine how much an employee 
has improved or changed in that year.     

(Continued)
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 Anna ’ s Individual Precursor Ratings at Time 2 
 Anna ’ s awareness score remained a  “ 4. ”  Because her score 
on this individual precursor was good to begin with, develop-
ing this skill was not the focus of her development. Likewise, 
her score on necessity remained a  “ 4. ”  

 Great improvement was made on the precursor of con-
fronting change. Initially, Anna was rated a  “ 2 ”  in this area. 
She was aware of the changes she needed to make, but did 
not know the steps she needed to take to do so. Anna ’ s rating 
has improved to a  “ 4. ”  Because of her individual development 
plan, she now has some action steps in place for her to make 
these changes. 

 On the willingness for feedback dimension, Anna was 
rated a  “ 4.” This is an improvement from the  “ 3 ”  she was rated 
last time. While she had been fairly good about receiving 
feedback before, Anna was more willing to receive and accept 
negative feedback. 

On the individual precursor of development orientation, 
Anna has improved greatly, from a  “ 3 ”  to a  “ 5. ”  Specifi cally, 
she has learned that her personal growth is just as important 
as her advancement at Palisades. Working with the protean 
career contract helped her gain a learning - oriented focus, as 
opposed to only a performance - oriented focus.

 Overall, Michael showed a great deal of improvement 
between Time 1 and Time 2 when the individual precursors 
were assessed. This is likely due to the new performance 
management system that has a strong focus on develop-
ment. Ultimately, Michael and his manager must look for 
the connection between his development plan and his job 
performance. Because Palisades has had improvement in its 
organizational precursors, it is more likely that individuals will 
learn and develop.     
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  Determine Changes to Be Made in 2011 Performance 
Management Process 

 The performance management system is not going to be 
exactly the same from year to year. The format will remain the 
same, but some of the goals of the organization and individual 
major responsibilities will change. 

 These changes are essential for development of both the 
organization as well as the individual. As the organization plans 
for what needs to be accomplished in the next year, similarly, 
employees meet with their managers to determine their job 
responsibilities and performance expectations for 2011. And so 
the process begins again.   

  Conclusion 
 In order to maximize the successful implementation of the per-
formance management system described in this chapter, there 
needs to be support at the very top of the organization. The most 
effective means to maximize buy - in at the top is when senior 
management effectively models the process. In addition, success-
ful implementation is enhanced when the following occurs: 

  Managers and employees are held accountable for their aspects 
of the implementation process.  
  The assessment points are seen as a critical part of building an 
organization with a learning and development culture.  
  Role clarity is taken very seriously in order to align each 
 individual ’ s role and performance expectations with the orga-
nizational and team mission, values, and strategy.     
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CHAPTER 16

      PERFORMANCE 
MANAGEMENT OF 
THE FUTURE          
  Nancy T. Tippins and Susan H. Coverdale  

 Successful performance management programs in the workplace 
of the future will depend on a number of components. Minimally, 
the characteristics of jobs, the contextual demands of the orga-
nization, and the attributes of the people who fi ll the jobs will 
defi ne what performance management processes are required 
and which are effective. However, many factors shape jobs, peo-
ple, and the workplace. For example, global competition, natural 
resources, historical precedents, labor supplies, and economic 
forces determine what jobs exist in what locations. Education, 
family, and the culture in which workers live can infl uence their 
values and shape their job choices. 

 The purpose of this chapter is to review the current trends that 
are likely to affect performance management programs of the 
future. We begin by fi rst reviewing these general trends from a 
broad perspective. We will then discuss the effects these trends may 
have on performance management programs and the ways perfor-
mance management programs will need to be adapted to remain 
effective. In Table  16.1 , we have summarized the notable changes 
in worker attitudes and workplace requirements, the main effects 
these changes have on the performance of work, and the primary 
implications they have for performance management systems.   
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562  Performance Management

 Some would rightly say the future is unknowable. Certainly, we 
are unable to anticipate cataclysmic events and predict how these 
events will affect the way work is performed or how workers ’  atti-
tudes toward work might be changed. However, one could also 
argue that the future is predictable in broad terms based on what 
we know today. Many of the trends that are emerging and appar-
ent in the workplace today are likely to continue and have an 
even stronger effect tomorrow. 

 A study of all the factors that might infl uence the nature of 
work performed in the future and the workers who perform it 
is beyond the scope of this chapter. However, we have provided 
a brief review of major workplace changes that are evident today 
and are likely to strengthen in the future. In the interest of space, 
we have not documented all of the sources that have allowed us 
to identify these as legitimate trends. These trends come from 
a broad review of popular periodicals and business literature. 
The interested reader is directed to summary books such as one 
produced by the Rand Corporation for the U.S. Department of 
Labor,  The 21st Century at Work  (Karoly  &  Panis,  2004 ), and the 
American Management Association ’ s  The New Workforce  (Hankin, 
 2005 ), as well as newspapers and other periodicals. The website 
for the Society for Human Resource Management ( www.shrm
.org ) contains a great deal of information on workplace trends 
as well. The U.S. Department of Labor ( www.bls.gov ) is an excel-
lent source of information regarding workforce statistics for the 
United States. 

 Rather than convince the reader that changes in the work-
force are taking place or that all these changes will soon be 
embedded into every employee ’ s work life, we hope, instead, to 
stimulate the reader to consider how these changes may affect 
performance management programs. It is also important to note 
that these changes do not refl ect all workplace conditions or the 
attributes of all workers in the workforce; rather, we have selected 
these trends because they seem to be affecting signifi cant num-
bers of employers and employees and appear likely to continue 
shaping the requirements of performance management pro-
grams in the foreseeable future.  
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Performance Management of the Future  563

  Worker and Workplace Trends 

  Changes in the Workplace 

  Work teams . Organizations are increasingly turning to the use 
of teams for task accomplishment and emphasizing team per-
formance. These often autonomous employees work together 
toward a common goal for which they are jointly held respon-
sible and plan and organize their own work in the absence of 
supervisory oversight. Shared responsibilities among team mem-
bers present challenges as the supervisor is charged with evaluat-
ing an employee ’ s contribution to the team effort as well as the 
overall success of the team ’ s performance without having been 
directly involved him -  or herself. 

  Geographically dispersed teams . Increasingly, work teams are 
composed of members who work in geographically different 
locations. Team members may work in different buildings on 
the same campus, different cities, and even different countries. 
Sometimes, team members live in different time zones and vastly 
different cultures. Because of the physical or temporal distances 
between supervisor and employee, direct methods of supervision 
no longer work. Often corporations construct these teams com-
posed of employees from different locations due to the need for 
a particular expertise or because of the high cost, both in terms 
of dollars and employee satisfaction, of moving employees. In 
many global businesses, members representing all geographic 
areas are required to ensure the universal applicability of deci-
sions made. These teams can be highly cohesive groups of peo-
ple who interact extensively or a number of individuals who are 
assigned tasks that are part of a greater whole and work indepen-
dently. Supervisors and team members may need to build rela-
tionships with people of diverse backgrounds without face - to - face 
contact or the benefi t of informal opportunities for socializing. 
In some cases, team members will be vitally aware of each other ’ s 
performance; in others, team members will have no idea. 

  Flexible defi nition of a job . In the past, jobs were clearly defi ned 
as a set of related tasks that were performed to achieve a particu-
lar goal. Recent trends suggest that jobs are becoming broader 

c16.indd   563c16.indd   563 7/1/09   11:08:19 AM7/1/09   11:08:19 AM



564  Performance Management

in the scope of tasks to be performed and that workers are 
being asked to shift tasks more frequently. Whether or not the 
concept of a job has changed or the belief that jobs as they once 
were performed simply do not exist anymore is arguable. What 
remains apparent, though, is that more workers are being asked 
to develop broad skill sets and bring high levels of adaptability to 
meet changing work requirements. 

  Outsourcing . Many organizations are focusing on their core 
capabilities and outsourcing work that is not part of their main 
mission. Ongoing outsourcing can add another dimension to 
geographical dispersion within teams. Not only can team mem-
bers be geographically dispersed, but they can literally work for 
another company. Concern regarding co - employment laws often 
results in strict limitations on who supervises whom, preventing 
supervisors of one company from managing performance of 
employees in the outsourced fi rm. Yet, in many cases, these are 
the very employees who are vital to the success of the team. 

  Remote work arrangements (such as hotelling and telecommuting) . 
Another growing trend is the use of alternate work arrange-
ments that allow some workers to work away from their  “ offi ce ”  
location some, if not all, of their work time. In  “ hotelling ”  
arrangements, workers who travel extensively may not have a 
fi xed offi ce; instead, their company provides temporary offi ces 
from which they work when they have a need to be in a company 
location.  “ Telecommuting ”  arrangements allow workers to per-
form their jobs some place other than a company offi ce, typically 
from their homes. These alternate work arrangements have mul-
tiple purposes, ranging from reducing expenditures for offi ce 
space to enhancing the worker ’ s quality of life. All result in pro-
found alterations to how and when employees and supervisors 
interact with one another. 

  Flexible work schedules . Another alternate work arrangements is 
fl exible work schedules that may include undefi ned work sched-
ules, schedules that require attendance only during core hours, 
and fl ex - time in terms of specifi c working days and/or starting 
and ending times. Similar to remote work arrangements, fl exible 
schedules are often intended primarily to enhance the worker ’ s 
quality of life. The benefi ts to the employer may be less clear but 
probably include the ability to attract and retain capable workers. 
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Performance Management of the Future  565

Regardless of the benefi ts, fl exible work schedules can decrease 
the amount of time supervisor and direct report (as well as team 
members) spend with each other, changing how performance is 
managed and evaluated. 

  Job sharing . Job sharing allows two or more people to hold 
the same job. Typically, one person is available during normal 
work hours for part of the week and the other for the remain-
ing time. For example, one person may work mornings and the 
other afternoons. Often, each person ’ s schedule allows some 
overlap time to share information and transfer responsibilities. 
Although a worker may be physically present, the supervisor has 
new challenges in evaluating each individual ’ s performance of 
the job. The amount of observation time for each individual may 
be cut in half, and there may be some lack of clarity as to which 
employee is responsible for what work outcome. In addition, the 
organization may need to redefi ne commitment to the job and 
reassess the importance of full-time work for career progression. 

  Flat organizational structure . A growing trend in many American 
corporations is the removal of layers of management, which 
usually results in increased numbers of direct reports for the 
remaining supervisors. The rationale behind the fl attening of 
the organization varies. One reason is to move upper - level man-
agers closer to their customers by eliminating middle managers. 
Another is that, by eliminating superfl uous layers of manage-
ment, the fl atter hierarchy results in signifi cant cost savings and 
effi ciencies. Implementing performance management processes 
can be challenging when a manager supervises large numbers of 
people who perform diverse functions. In addition, fl atter orga-
nizations may provide fewer promotional opportunities. Those 
who are promoted may fi nd that the reduction in the layers of 
management results in a substantial increase in the scope of the 
job and the commensurate skill requirements. 

  Matrix management . Matrix management, in which individual 
workers have multiple reporting relationships, has been used by 
organizations for many years. However, recent focus on cost effi -
ciencies in many businesses may have increased the number of 
such relationships. One person often has multiple responsibilities 
and reports to multiple supervisors, each of whom must evaluate 
the individual on a subset of all the work performed. Therefore, 
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566  Performance Management

no one supervisor has a complete picture of an individual ’ s per-
formance. Often, there is no one supervisor totally responsible 
for helping the individual with all the aspects of performance 
management and career development. The diffused responsibil-
ity can lead to confl icting developmental advice or no direction 
whatsoever. From the supervisor ’ s perspective, matrix manage-
ment can often confuse the responsibilities of performance man-
agement and lead to inconsistent messages being communicated 
to the employee. 

  Multi - media communication modes . Many of the alternative work 
arrangements discussed above are successful because commu-
nications are facilitated by different kinds of technologically 
enhanced media. Although some of these modes of commu-
nication (such as telephone service) have high fi delity, the 
face - to - face aspect is lost completely. Other modes (such as vid-
eoconferencing) are almost as good as being physically present 
but may involve technical problems that inhibit clear communi-
cations. Supervisors who communicate through these tools have 
to consider carefully the effect of the communication mode on 
the quality of the performance management discussions and 
decide whether anything is an acceptable substitute for a face - to -
 face performance discussion. 

  Global business . Another signifi cant trend of recent years is the 
growth of international business in which an organization con-
ducts its business around the globe and has employees from many 
different countries and cultures working together. Although cul-
tural differences may be more diffi cult to recognize than lan-
guage differences, the cultural differences may signifi cantly shape 
what is considered acceptable performance and what is not. 
Supervisors and employees must attend to the effect cultural dif-
ferences have on how work is accomplished and the implications 
for how individuals interact with one another. In addition, job 
requirements must be carefully differentiated from local customs 
that are followed despite actual job needs. For example, develop-
ing a relationship with a customer may be a requirement of the 
job; taking the customer to lunch may be a cultural expectation. 

  Technology . It is diffi cult to write anything concerning business 
in the 21st century without acknowledging the role of technol-
ogy. Technology has signifi cantly changed how many jobs are 
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performed. Workers entering the workforce since the mid - 1980s 
when the Internet became widely available have grown up with 
technology and are comfortable using it not only to perform 
their work but also to communicate with their colleagues, super-
visors, and customers. 

  Change . Similarly, the workforce today has experienced radi-
cal changes in the workplace. These changes include what work 
is performed, how it is performed, and who (or what) performs 
it. Although employees may not be entirely comfortable with the 
nature and pace of change, most have adapted to it. In many 
cases, these workers have come to expect change in their work as 
a natural course of events. 

 The likelihood of change in the worker ’ s career is also very 
high. It seems rare today for someone to retire from a com-
pany with forty years of service. Although workers today may 
not expect to make a great many personal career changes, 
the reality is that many will have large numbers of jobs and 
several careers in their lifetimes. In some cases, these changes 
will be forced upon them; in others, they may be seeking dif-
ferent kinds of work and rewards or attempting to develop 
new skills.  

  Changes in Worker Characteristics 

 Much has been made of the career expectations and attitudes 
toward work of recent generations of workers entering the work-
force. Some groups are described as being self - centered and 
focused on the fi nancial benefi ts of work; others are portrayed as 
more altruistic, seeking a sense of purpose in life. Characterizing 
an entire age cohort by a single set of values is foolhardy, as sig-
nifi cant individual differences within virtually any group exist. It 
is also important to note that the characteristics of these popula-
tions minimally refer to those who possess basic skills including 
speaking English. In many cases, these groups are limited to those 
with high school education or more. Nevertheless, notable trends 
in worker attitudes are emerging. In many cases, these changes in 
worker attitudes and expectations are not limited to a particular 
age group. In other cases, the trends are associated with the par-
ticular experiences a group has had (or has not had). 
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  Number of qualifi ed workers.  In the United States, there has long 
been a concern that the number of qualifi ed workers is shrink-
ing and that there will be an insuffi cient number of employees 
to fi ll critical positions in the future. Documents such as  Workforce 
2000  (  Johnston  &  Packer,  1987 ) predicted dire shortages of 
educated workers capable of meeting the needs of business and 
industry and a plethora of the undereducated, as well as recent 
immigrants who lacked facility in the English language. Although 
many of the predictions failed to materialize, a signifi cant num-
ber of American workers remain unskilled or undereducated, and 
immigration patterns suggest the stream of workers who lack basic 
literacy and numeracy skills will continue. If these predictions are 
true, competition for qualifi ed workers will be fi erce. Moreover, 
employers will be forced to modify the way they manage low - 
skill employees as traditional ways of communicating information 
about current and future jobs may no longer be successful. 

 If the number of qualifi ed candidates for positions does shrink, 
the competition for those who are qualifi ed will be inversely pro-
portional to their availability. To attract and keep these scarce 
resources, employers will be forced to conform to the needs and 
expectations of these workers. Thus, performance management 
programs will need to be modifi ed in many ways. 

 Not all countries are contemplating a shortage of qualifi ed 
workers. Many countries, particularly those in Eastern Europe 
and Asia, have expanding economies and large numbers of edu-
cated workers. For example, a white paper from the Society for 
Human Resource Management (SHRM) (Gross  &  Minot,  2008 ) 
reports a large population of educated workers in India, which 
has over ten thousand colleges and universities that produce 
2.5 million graduates per year. Shrinking pools of capable labor 
in the United States and growing pools in other countries, cou-
pled with differential labor costs, may well harbinger continuing 
shifts where work is performed. 

  Employee expectations of the job.  Current evaluations of workforce 
trends suggest that employees, particularly the qualifi ed ones, 
have expectations about what a job should provide. A signifi cant 
segment of the workforce expects opportunities for personal 
growth and development and is apt to seek other employment 
if these opportunities are not forthcoming. Closely related to 
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personal development is the opportunity for rapid career pro-
gression, which may be all the more diffi cult in a fl attening orga-
nization in which promotions will be fewer for most employees. 
Many workers today also anticipate rewards and recognition com-
mensurate with their efforts and the company ’ s performance 
and expect reward systems to take into account their own values. 
Another common expectation of today ’ s workforce is work - family 
balance. Although the concept has many different meanings, 
across virtually all, the term connotes the employer ’ s acknowl-
edgement of the importance of personal pursuits as well as the 
importance of work. 

  Loyalty of employer and employees . A notable change in the 
American workforce in the last twenty years is the loyalty that 
employers show toward employees and that employees show 
to employers. Often, employers regard workers ’  value as tempo-
rary or replaceable. An employee is valued only as long as his or 
her skills are current or cannot be replaced more economically 
through outsourcing. At the same time, employees are likely to 
perceive an employer as benefi cial to them only as long as the 
job is interesting, promising for the future in terms of skill -
  building, accommodating to their personal situations, and/or 
well - paying. Many changes in employment trends are at least part 
of the cause of this changing relationship between employee 
and employer. For example, global competition has forced many 
employers to cut extraneous expenses, including excess pay-
roll and those expenses devoted to employee development or 
re-  training. Changes in employee pension plans, either termina-
tions or switches to defi ned contribution plans, have lessened the 
fi nancial sting of frequent job changes for employees. For many 
reasons, some employers cannot expect employees to remain 
with them long term. A future challenge for many businesses will 
be determining whom to keep and how to keep them. 

  Changing supervisory relationships.  The physical distance of 
many employees from their supervisors has resulted in new 
styles of  “ hands off ”  supervision. Often employees must act inde-
pendently and direct their own work because there is no supervi-
sor physically present, or the supervisor who is close by supervises 
too many employees to assist in making work decisions for all 
of his or her direct reports. In addition, in place of traditional 
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command - and - control supervisory styles, more collegial styles are 
emerging. Many employees in today ’ s workplace expect to par-
ticipate in important decisions regarding their work.   

  Keeping Performance Management Effective
in the 21st Century 
 Those of us who are responsible for designing and implement-
ing performance management systems should attend to the 
changes in the workplace and the worker population discussed 
above, along with other changes that alter work and the con-
text in which it is performed. In some cases, we should continue 
and expand the use of current best practices; in others, we must 
develop new processes that will help ensure effective job per-
formance. In many cases, the goal of the performance manage-
ment system remains constant. What is new is the way in which 
that goal should be accomplished. Importantly, those of us who 
design performance management systems must remember that 
all members of the workforce are not equally skilled or may not 
possess the same values and interests. What is best practice for 
one group of employees may not be effective for another. The 
next section of this chapter highlights the impact that many 
workplace and worker changes will have on performance man-
agement systems and recommends possible approaches that can 
be taken to deal with them in an effective manner. 

  Performance management programs must guide the behavior of 
employees . Since the inception of formal performance manage-
ment programs, a fundamental criterion of effective systems has 
been an explanation of what good performance looks like. Unless 
the employer can communicate expectations clearly, workers are 
unlikely to achieve the goals set for them. Although such programs 
are currently in place in many organizations, these programs may 
need to be adapted in the future to ensure these expectations con-
tinue to be effectively communicated to the target worker. 

 The workforce trends mentioned above have numerous impli-
cations for how employee behavior is directed. For example, 
programs that explain work requirements and standards of per-
formance using written English may need to be adapted for the 
non - English - speaking worker or even the worker who is illiterate. 
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Technology may be a more effi cient way to communicate the 
requirements of jobs that are constantly changing. Programs that 
once concentrated solely on how work is performed may need to 
be expanded to include information concerning when work is 
to be performed and what the boundaries of appropriate behav-
ior are. Some capable employees who lack strong role models 
will also need assistance understanding what acceptable work 
behaviors are. Some workers with differing values must learn that 
their employer has a different set of values that require different 
forms of work behavior. Similarly, feedback mechanisms must be 
designed to convey information back to employees in a manner 
that employees understand. 

 In teams composed of widely dispersed members, the team 
manager may be challenged to fi nd a medium and a time to com-
municate with each employee. Time for interactive discussion of 
work issues among all team members may be even more diffi cult 
to fi nd. Face - to - face meetings may be diffi cult if not impossible. 
Technologically enhanced communications such as conference calls 
and web - based presentations may lack key features for team build-
ing, such as time for informal interactions that allow team mem-
bers to get know one another. Although there are no easy solutions, 
employers might consider combining several of these options. For 
example, a team might have a face - to - face meeting once a year that 
is supplemented by monthly conference calls at the most reasonable 
time and weekly emails. 

 The employer must also take into consideration the motivat-
ing effects of such communications, particularly when work is 
not the primary focus of the employee or when the labor mar-
ket is competitive and employees can easily fi nd other employ-
ment. Obviously, the employer must avoid offending employees. 
At the same time, there must be a motivating component to these 
communications that encourages employees to stay with the job 
and to improve and develop skills. For example, an employer 
might describe what the employee is expected to do and what 
the rewards for competent performance are. In addition, the 
employer might describe what career paths are available and what 
the benefi ts to those jobs are. 

  Performance management processes must motivate employees to set 
and achieve work goals that are benefi cial to the company and may not 
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be congruent with the employee ’ s values . Performance management 
programs have long been used to shape employee behavior; how-
ever, in the past, employer and employee often shared similar 
values and goals. Employers assumed that many of their workers 
aspired to jobs of greater responsibility and were motivated by 
the compensation that career progress brought, and the remain-
der were committed to performing well consistently. Today, 
many workers place a great deal of value on things other than 
their jobs and fi nancial remuneration. Placing a high value on 
family or personal time may inhibit employees from committing 
the time required to develop the complex knowledge and skills 
that are requisite for higher - level jobs. In some cases, achieving 
competence in an area may not be valued as much as personal 
time or pursuit of other outside interests. When jobs are plen-
tiful, the allure of another, less demanding job may be strong. 
When the traditional bonds to a company such as pensions and 
public expectations of loyalty fray, the desire to stay put can 
become particularly tenuous. At times, some organizations will 
choose whether they deal with the problems of motivating their 
workforce, adapting their work to the values of their employees, 
or the problems of constantly dealing with turnover and replac-
ing the workforce. One approach, when workers are marginally 
invested in their jobs and the supply of competent workers is 
low, is to incorporate both educational and motivational com-
ponents in the performance management system to explain the 
costs and benefi ts of different jobs and career paths. Employers 
may also explain how various aspects of performance further the 
pursuit of personal interests. For example, an employer might 
stress how good work on an employee ’ s part leads to high levels 
of corporate performance, which in turn assures job security. Job 
security presumably is a benefi t to those whose primary interest is 
providing for their families. 

 As always, the supervisor who provides performance feedback 
will need the skills to accurately assess his or her employees ’  cur-
rent abilities as well as provide accurate information about the 
possibilities for the future. In addition, the manager must under-
stand the requirements of other jobs so that his or her coaching 
directs the employee in appropriate ways. The process of devel-
oping the skill sets of a worker who is doubtful about the rewards 

c16.indd   572c16.indd   572 7/1/09   11:08:22 AM7/1/09   11:08:22 AM



Performance Management of the Future  573

of doing so will not be a simple one or one guaranteed to suc-
ceed. Another signifi cant component of the manager ’ s respon-
sibilities will be to assist the individual employee in setting goals 
related to skill development and continuously pursuing them. 

 Tools within the performance management system to motivate 
employees can take many forms. Perhaps the most fundamental 
is to train managers extensively in the requirements of an array 
of jobs, the evaluation of competencies, provision of construc-
tive feedback, effective means of developing competency, and so 
forth. Because of the increasing demands on supervisors, relying 
solely on supervisors to inform and motivate subordinates may 
not be suffi cient, and the coaching relationship will need to be 
supplemented with other tools such as web - based career plan-
ning sites that contain information about job requirements and 
development opportunities. 

 Some employers fi nd that their motivational efforts are not 
suffi cient to counteract the effects of differing value systems. 
Consequently, they try to align work requirements with employee 
needs. For example, they lower their expectations regarding how 
many hours should be devoted to work and when and where 
those hours should be worked. 

  Performance management processes need to incorporate the tech-
nological tools with which workers and supervisors are comfortable . 
Technology is the most notable recent workplace change. It has 
changed the nature of how work is performed as well as  what  
work is performed. At this point, an entire generation has been 
raised using sophisticated technological tools and the Internet. 
More recent entrants into the workforce are comfortable with an 
array of digital devices and expect the immediacy of communica-
tions they offer. Many aspects of performance management sys-
tems have already incorporated technology; however, to remain 
effective and to foster user buy - in, performance management 
processes will need to incorporate technology and its many tools. 

 In many organizations, performance evaluations are adminis-
tered electronically, which eases the administrative burden and 
allows for tracking of objective performance data. Communica-
tions about the way in which the work should be performed, 
the criteria against which performance will be evaluated, and the 
actual performance results can be accessed by the employee 
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electronically and on demand. Goal - setting and follow - up activi-
ties can be electronically recorded, and tracking documenta-
tion can be easily accessed and maintained. Record - keeping 
for administrative performance assessments and evaluations 
of those data, such as adverse impact analyses, between - person 
evaluations, and identifi cation of organizational strengths and 
weaknesses can be aided through technology. To be effective, 
performance management must continue to use technology to 
enhance the performance management processes. Moreover, 
performance management programs must adapt to the con-
tinual stream of new technology available. For example, text 
messaging and pod  casts might be used to instruct employees or 
remind managers of their supervisory responsibilities. 

 The potential of using technology in performance manage-
ment systems has not been fully explored, and the ways in which 
technology can aid both the employee and the supervisor in fos-
tering development and sustaining high levels of performance is 
not completely defi ned. However, it seems reasonable to specu-
late that technology can facilitate more than simple data stor-
age and reporting. One promising area is accurate evaluations. 
For example, future performance evaluation processes might 
be  “ computer adaptive. ”  A supervisor might rate employees on 
a series of behavioral descriptors representing each dimension 
until an accurate evaluation of ability is established. 

 Despite the vast potential of technology for improving per-
formance management systems, it is important to remember 
that a segment of the American workforce remains function-
ally or technologically illiterate. Some lack the basic skills to use 
technology - enhanced tools effectively; others lack the familiar-
ity with technology or the access to use such tools effectively. 
Consequently, organizations that use components of their perfor-
mance management system based on technology must take into 
account that such tools may be inaccessible to a portion of the 
workforce and seek more appropriate alternatives. 

 While technology appears to be a panacea for many of the 
problems created by new work arrangements, it is also important 
to note that technology is not always a cost - effective option for 
all organizations. Smaller organizations may not be able to afford 
the initial investment. Larger organizations may not be able to 
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afford the continual updates and maintenance of the system. 
Good systems will not be effective if they are not populated with 
information relevant to the organization and its jobs. 

  Performance management processes must respond to workers ’  expecta-
tions of timely performance feedback . Many workers are used to timely 
access to web - based, job - related information such as training 
modules, job aids, and performance data (for example, produc-
tion fi gures, sales volumes). Consequently, many expect continu-
ous capturing and reporting of performance information and 
timely performance feedback. The days of a once - a - year review of 
an employee ’ s performance based on the supervisor ’ s memory of 
events that happened months prior to the feedback session may 
be gone. Employees can legitimately expect that supervisors doc-
ument performance via technology regularly and provide feed-
back at frequent intervals. 

 Timely performance feedback is closely tied to the use of 
technology. Examples of technology - enabled feedback might 
include electronic capturing of production data that is continu-
ously updated and accessible to the employee and the supervisor 
or automatic reporting that provides performance data regularly. 
Technology may also enable regular discussion sessions between 
supervisor and employee as well as with remote team members. 
Some organizations use weekly telephone calls to provide feed-
back and direction for the future. 

 The availability of almost continuous performance feedback 
may have a downside, particularly for employees with low skills or 
low levels of commitment. Instead of providing information that 
serves to guide future performance, frequent performance data 
may be perceived as overly intrusive —  “ Big Brother ”  monitoring 
every action an employee takes. Others may be overwhelmed by 
the amount of information available and lack the ability to proc-
ess all of it and identify the important trends. 

  Performance management processes must take into account the diffi -
culties posed by the lack of opportunity to observe performance . Because 
many employees will not work in the same place as their supervisors 
or on the same schedule, direct observation of performance will 
become more diffi cult. This lack of contact is more problematic 
in service work than in production work. Although products can 
be inspected after they are produced, services are harder to evaluate 
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unless directly observed. When the supervisor cannot monitor 
work directly, collection of different forms of performance data 
than have been used in the past (for example, customer surveys 
or self - report data) may be useful in evaluating and managing 
performance. In some cases, the monitoring process itself may 
be outsourced to fi rms that provide  “ secret shoppers ”  or profes-
sional monitors who can listen to customer interactions on the 
telephone and rate the employee. 

 Multi - rater feedback may supplement a single supervisor ’ s eval-
uation because it can solicit information from those who have 
actually interacted with the employee. Because there are still open 
questions about the use of multi - rater feedback for performance 
evaluation, research needs to focus on how to gather accurate 
performance information from peers and direct reports. 

 Performance management processes must communicate work 
standards and performance feedback to employees who are widely 
dispersed. Another challenge to face in the design of perfor-
mance management systems in the future is the effective com-
munication of performance - related information to employees 
who work in different locations from their supervisors or who 
work on different schedules. Therefore, in addition to retool-
ing the design of performance management systems themselves, 
the designers of performance management programs must also 
determine the medium for effective communication to support 
those systems. 

 To date, little research has explored the effects of alternatives to 
face - to - face feedback on performance. Although technology - based 
forms of communication have the important feature of imme-
diacy, many alternatives have their drawbacks. Telephone com-
munications lack the visual cues that face - to - face conversations 
have. Video teleconferencing does not always produce high -
 quality images, can lack privacy, and is subject to technologi-
cal glitches that affect the continuity of the discussion. Emails 
often cannot convey the tone implied. Feedback - givers have to 
examine the pros and cons of using alternatives to face - to - face 
communication. 

 Distributing information on work standards and expecta-
tions via technology also has pros and cons. On the positive side, 
such information is readily available and can be easily updated. 
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Less positively, many workers are not comfortable accessing and 
searching informational databases. The lack of opportunity to 
discuss performance issues interactively is often a negative fea-
ture. Many sites allow the user to pose questions, but answers may 
take some time and may be a particular drawback for those who 
lack the time to return to a site repeatedly. The information on 
most sites lacks the depth and richness of information that might 
come from a supervisor ’ s personal experiences. 

 Workers in different time zones often have no time during  “ nor-
mal business hours ”  when they can discuss work plans together 
in  “ real time. ”  Alternatives to rotating the time of meetings to 
minimize the effect on some employees ’  personal time include 
a sequence of meetings on the same topic or taping the original 
meeting so that it can be shown at more convenient times. 

 Performance management processes need to take into account 
varying standards of performance across locations. Employers, 
particularly global employers, may fi nd that performance stan-
dards for jobs of similar or identical titles differ by work location. 
In some cases, this is because the job requirements are actually 
different. In other cases, cultural norms may affect performance 
standards. Regardless of the cause of varying standards, effec-
tive performance management requires a clear statement of job 
requirements and the standards against which performance will 
be measured. 

 Therefore, as employers expand operations, whether within 
a country or around the globe, they must defi ne the fundamen-
tal requirements of the job — regardless of where the job is per-
formed. A supplemental task is to identify any differences in job 
requirements based on a particular work location. For example, 
a regional offi ce in the United States may require its salespeople 
only to sell, while another regional offi ce in the United States 
expects them to participate in customer training as well as sell. 
A regional offi ce outside the United States may require its sales 
force to participate in the installation of the equipment they sell. 
Another regional offi ce may expect a salesperson to visit each cli-
ent every month to ensure the equipment is properly function-
ing. In the United States, sales representatives may be expected 
to entertain clients. In Eastern Europe, meals and entertain-
ment may be ethically unacceptable. Sales, training, installation 
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of equipment, and even client visits and entertainment are all 
requirements of a sales job, but not of all sales jobs in all locations. 
Thus, performance management systems may need to be mallea-
ble enough to incorporate the common elements of a job as well 
as the elements that are specifi c to a particular area or location. 

 Performance management processes need to take into account 
varying standards of performance across types of work arrange-
ments for employees. In addition to the more traditional full - time 
or part - time worker, an employee may also work for an organi-
zation under a number of other arrangements, ranging from 
a  “ permalancer ”  (a long - term, contract employee) to  “ temp - to -
 perm ”  (a worker who is hired as a temporary worker in anticipa-
tion of a permanent, full - time position becoming available) to a 
consultant or contractor (a worker who performs a defi ned set 
of tasks and who is usually an employee of another fi rm or self -
 employed). Successful organizations will make clear their expec-
tations for performance for each type of employee. Contracts will 
often specify performance expectations and deadlines, but feed-
back, development, and coaching are rarely provided. It merits 
noting that setting standards for workers performing under some 
types of work arrangements raises signifi cant co - employment 
issues and legal liability. Nevertheless, the organization hiring the 
subcontracting fi rm must carefully set standards and clearly com-
municate them. 

 Performance management programs must incorporate employee 
preferences and be sensitive to cultural differences among employ-
ees. Another outcome of global expansion is the increase in dif-
fering expectations employees may have concerning performance 
management. Although cultural differences in this respect are not 
as great as once thought, differences in preferences for how goals 
are set, comfort in planning and organizing work, and styles for giv-
ing feedback and setting expectations about receiving it do exist. For 
example, in some cultures giving direct critical feedback may not be 
commonly acceptable. In others, giving feedback to supervisors 
or peers may not be considered acceptable. 

 As companies develop an international workforce, future per-
formance management systems must be fl exible enough to adapt 
to cultural differences while maintaining some common features 
and standards across the corporation. Cross - cultural research on 

c16.indd   578c16.indd   578 7/1/09   11:08:24 AM7/1/09   11:08:24 AM



Performance Management of the Future  579

performance management programs that could be used to guide 
these changes is not plentiful, so the developers must consider 
local customs and emphasize cultural sensitivity to the manag-
ers who provide performance feedback. Similarly, the perfor-
mance management system may need to place special emphasis 
on aspects of the system that are unfamiliar or uncommon in the 
cultures in which it is being implemented. To eliminate bias and 
unfair treatment, training in cross - cultural expectations will be 
necessary in many settings, and evaluation of managers on their 
cultural sensitivity may be warranted. 

 Performance management programs must allow for the provi-
sion of critical or negative feedback in a positive, motivating way 
to retain and develop employees. The diffi culty of fi nding and 
training good employees in the future heightens the importance 
that must be placed on retaining them. Employees who feel deval-
ued by performance feedback have always been at risk to leave to 
fi nd an employer who demonstrates a higher level of respect for 
the individual. When the labor supply was plentiful, many of these 
employees were replaceable. As the labor supply tightens, retain-
ing skilled employees becomes more important. 

 As in the past, performance management programs of the 
future must be sensitive to the needs of employees and clear in 
communicating their value to the organization. We are not advo-
cating avoiding negative feedback; rather we suggest that it be 
provided in a way that will be understood and accepted by the 
employee and used constructively. The ultimate goal is to moti-
vate the employee to do a better job. In addition to ensuring 
the performance management program emphasizes employee 
value, supervisors may need special training to provide feedback 
effectively. 

 Performance management programs must be aligned with the 
ways in which jobs are defi ned. Many workers today are expected 
to have broad skill sets and perform an array of tasks in one 
job that may once have been associated with several different jobs. 
Thus, these workers must possess a high degree of fl exibility and 
quickly shift from one task to another. Consequently, perfor-
mance management systems must also adapt to the changing ways 
in which jobs are constituted and the characteristics of the work-
ers who must perform them. 

c16.indd   579c16.indd   579 7/1/09   11:08:24 AM7/1/09   11:08:24 AM



580  Performance Management

 Performance management systems might be adjusted in multi-
ple ways to deal with broadly defi ned, shifting jobs. One obvious 
way to do this is to ensure that the content of measured perfor-
mance dimensions accurately refl ects the array of responsibili-
ties inherent in the position. Other important components of 
successful performance to evaluate include the ability to acquire 
new skills and learn various tasks quickly and the ways in which 
employees adjusts to new assignments. This will require perfor-
mance evaluation at intervals consistent with the changes in the 
job. For example, rather than waiting twelve months, evaluation 
and feedback would be provided as the employee completes a 
signifi cant work assignment and moves to another. 

 Performance management programs must be aligned with 
corporate goals and strategies. Ideally, an individual’s goals sup-
port those of the individual ’ s group, which in turn support the 
goals of broader groups — and ultimately those of the entire orga-
nization. Measurement tools such as balanced scorecards and 
dashboards may be used to show the extent to which the individ-
ual has met his or her own goals and contributed to those of the 
broader organization. Such tools may also motivate employees by 
showing the results of their individual contributions. 

 Performance management programs need to address the per-
formance of individuals and teams of individuals who share jobs 
or work cooperatively to achieve their goals. As more organiza-
tions incorporate teamwork, they must fi nd ways to evaluate each 
employee ’ s individual work accomplishments and contribution 
to the team as well as assess overall team performance. 

 In the past, performance management systems have tended 
to address the performance of the individual. Some systems have 
tried to evaluate the individual ’ s contribution to the team, but 
often this involved only the supervisor ’ s perspective rather than 
that of other team members. Multi - rater feedback can also be 
used to evaluate an individual ’ s contribution to a team. As noted 
above, however, there are important concerns about collecting 
performance information about an individual from his or her 
peers, and more research is required to defi ne the conditions 
under which such data are best collected and used. 

 It is common to assess the productivity of a team; however, 
evaluation of how the team functioned in producing results is 
more rare. For example, a team is more likely to be evaluated on 
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how much it produced or how many customer inquiries it han-
dled than on the extent to which team members shared informa-
tion or helped those who had an excessive workload. As teams 
become a more integral unit of the organizational structure, per-
formance management systems must address how to evaluate an 
employee ’ s contribution as an individual and as a team member. 

 A special case of teamwork is the job - sharing arrangement 
described above. Performance management systems must be sen-
sitive enough to determine who is responsible for what; adapted 
to evaluate the job sharers and their respective contributions; 
and broad enough to develop both people in the job - sharing 
arrangement. 

  Performance management plans must recognize employee contributions 
with rewards that are valued by the employee . All workers expect to be 
rewarded and recognized for their efforts. But, compared with 
their counterparts today, designers of performance management 
systems of yesterday were more likely to share the same value sys-
tems as employees being evaluated. As today ’ s workforce diver-
sifi es, the values individuals place on traditional rewards such 
as money and promotions are likely to vary considerably. The 
rewards must conform to the employees ’  values. Unfortunately, 
this is not simply a matter of determining what the new value sys-
tem is. Each employee has a different set of values, and these may 
change over time. How this difference could be accommodated 
is not clear. One possibility is a cafeteria - style reward plan similar 
to those that are offered in many benefi ts packages. An employee 
might choose a monetary bonus or time off as a reward. Those 
employees who value their status as subject - matter experts may 
have the option of choosing management or expert tracks for 
career progression. 

  Performance management programs must continue to emphasize the 
importance of corporate values and ethical behavior . Many organiza-
tions now see benefi ts in emphasizing corporate values to focus 
employees on the mission of the organization and defi ne what is 
acceptable behavior and what is not. Ethical behavior in U.S. cor-
porations has received more scrutiny in the aftermath of a num-
ber of corporate scandals and subsequent litigation (for example, 
Enron and WorldCom) as well as passage of the Sarbanes - Oxley Act.
Diffi cult to observe, the requirement for ethical behavior must 
be regularly communicated and the results evaluated. 
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 For corporate values and ethical behavior to be meaningful 
to each employee, performance management programs must 
defi ne how they have been incorporated into the workplace and 
what the implications are in terms of the employees ’  work behav-
ior. It will not be enough to say what the values are; supervisors 
must help to interpret how corporate values are displayed in the 
context of employees ’  work and, certainly, must serve as role 
models themselves. 

  Performance management programs must incorporate non - task 
expectations and develop standards of success for them . Many jobs 
have responsibilities and expectations that go beyond actual 
job requirements. In recent years, the value of contextual perfor-
mance or organizational citizenship behaviors (OCBs) to overall 
organizational functioning has been highlighted. In addition, 
some organizations have expectations about employee behavior 
outside of work, and performance management systems must 
serve to communicate what they are and set standards of success 
so that such behavior can be evaluated. 

 Although, by defi nition, OCBs are not always required, they 
add signifi cantly to the functioning and harmony of a work group. 
Often performance evaluation focuses only on job requirements 
and ignores the OCBs. But if an organization wants employees to 
display them, they must communicate them to the employees, evalu-
ate them, and reinforce them. Similarly, some organizations require 
employees to engage in community service or continuous learning. 
Again, if the organization wants employees to engage in this kind 
of behavior, the performance management systems must emphasize 
and, as appropriate, reward it  .

  Conclusion 
 In summary, three clear trends that affect performance manage-
ment systems have emerged. First, individual values and needs 
are diverse and changing, and the heterogeneity of the work-
force is increasing. Second, technology is embedded into almost 
every aspect of work, including performance management. 
Third, global expansion is increasing the diversity of employees 
and the cultural contexts in which they work. For performance 
management systems to be aligned with organizational goals and 
individual needs, they must consider all three trends. 

c16.indd   582c16.indd   582 7/1/09   11:08:25 AM7/1/09   11:08:25 AM



Performance Management of the Future  583

 Table  16.1  provides a summary of prevalent changes in worker 
attitudes and workplace requirements, the effects these changes 
have on how work is performed, and the implications they have 
for performance management systems. It is important to note 
the contradictions. For example, we are saying that employers 
will work to retain qualifi ed employees and will, at the same time, 
be quick to release employees who are no longer needed. Both 
are true some of the time for some employers. The profession-
als who design performance management systems can no longer 
assume that employees are willing to follow the employer ’ s rules 
and must assume that performance management programs will 
be tailored to the particular approach that employers take for 
managing their human resources. 

 Performance management programs must be adaptable to 
meet the changing requirements of the workplace and the char-
acteristics of the employees who work there. In many cases, this 
means continuing best practices in performance management 
or extending them. In other cases, changes in the workforce and 
workplace require more radical changes in performance man-
agement programs. The professionals responsible for develop-
ing these programs must stay abreast of the changes in workplace 
trends and the attitudes and skills of the workforce. In addi-
tion, they must incorporate psychological research such as that 
described in this book. Perhaps most importantly, industrial and 
organizational psychologists who work in this area must recog-
nize that continuing change is a given and that the pace of work -
 related changes will continue to escalate.  
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CHAPTER                                                                                                                                 17    

BEST PRACTICES 
IN PERFORMANCE 
MANAGEMENT          
  James W. Smither and Manuel London  

 Over the past few years, practitioners talk less of  “ performance 
appraisal ”  and more of  “ performance management. ”  In some 
instances, this appears to be a change in name only. But in 
many instances, it refl ects a paradigm shift from thinking of per-
formance appraisal as a discrete event to a continuous process 
of performance management (Latham  &  Mann,  2006 ; Latham, 
Almost, Mann,  &  Moore,  2005 ). Most defi nitions of performance 
management (for example, Aguinis,  2009 ; Aguinis  &  Pierce,  2008 ; 
Cascio,  2006 ; den Hartog, Boselie,  &  Paauwe,  2004 ; Hedge  &  
Borman,  2008 ) include a common set of core elements: goal set-
ting, feedback, employee development (and coaching), perfor-
mance evaluation, and rewarding performance. In this chapter, 
we draw on the insights and recommendations of the authors who 
contributed chapters to this book, as well as other research, to 
develop a sketch of best practices in performance management.  

  What Is Job Performance? 
 Before discussing best practices, it is useful to fi rst clarify what we 
mean by  “ performance. ”  Campbell, McCloy, Oppler, and Sager 
( 1993 , pp. 40 – 41) stated that performance is   
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  “ something that people actually do and can be observed . . .  . 
Performance is what the organization hires one to do, and do well. 
Performance is not the consequence or result of action, it is the 
action itself. ”    

 In applied settings, performance management encompasses task
performance, contextual performance (Borman  &  Motowidlo,  1993 )
and organizational citizenship behaviors (Podsakoff, Ahearne, 
 &  MacKenzie,  1997 ), adaptive performance (that is, adapting to 
complex, novel, turbulent, or unpredictable work environments), 
and dealing with counterproductive behaviors (such as antisocial 
behavior, incivility, sabotaging equipment, stealing from the com-
pany, blaming or gossiping about co - workers, deviant behaviors, 
withholding effort), and changes in performance over time (that 
is, performance trends; Reb  &  Cropanzano,  2007 ; Schmitt, Cortina, 
Ingerick,  &  Wiechmann,  2003 ).  

  Goals 
 A central premise of performance management systems is that 
individual (and team) goals need to be closely aligned with higher -
 level organizational goals. For example, Schiemann (Chapter  2  in 
this book) describes how Continental Airlines selected on - time per-
formance to be an organization - wide goal in part because so many 
different roles (for example, logistics, pilots, fl ight attendants, gate 
agents, maintenance, baggage handlers) can affect on - time perfor-
mance. On - time performance thereby served as a unifying goal 
for different functional groups across the organization. 

 One trend related to organizational goal setting is the use of 
balanced scorecards. Kaplan and Norton ’ s ( 1992 ,  1996 ) balanced 
scorecard framework is based on the premise that focusing only 
on fi nancial goals and measures is insuffi cient because such mea-
sures are lag indicators (that is, they describe merely the outcomes 
of leaders ’  past actions) and can promote behavior that sacrifi ces 
long - term value for short - term performance. Balanced score-
cards select a limited number of critical measures within each of 
four perspectives (fi nancial, customer, internal processes, learning 
and innovation). Recently, the balanced scorecard concept has 
been extended to include strategy maps (Kaplan  &  Norton,  2004 ), 

c17.indd   586c17.indd   586 7/1/09   11:09:13 AM7/1/09   11:09:13 AM



Best Practices in Performance Management  587

which show the cause - and - effect relationships among the multiple 
measures on a balanced scorecard including leads, lags, and 
feedback loops. Effective balanced scorecards are closely linked 
to the organization ’ s strategy so that people can understand the 
strategy by looking only at the scorecard and its strategy map 
(Kaplan  &  Norton,  2001 ,  2004 ). Balanced scorecards heighten 
awareness of the potential tradeoffs among various goals and 
thereby help ensure that the organization does not optimize one 
goal (for example, profi t) at the expense of another (for exam-
ple, customer satisfaction; Schiemann, Chapter  2  in this book). 
In sum, balanced scorecards can provide an overarching frame-
work that drives and aligns organizational, department, team, and 
individual goal setting. For example, in some organizations, each 
employee and each team explicitly links goals to specifi c elements 
in the organization ’ s balanced scorecard. 

 Goal setting at the individual and team levels is a central ele-
ment of effective performance management (Latham  &  Mann, 
 2006 ; Heslin, Carson,  &  VandeWalle, Chapter  3  in this book). 
Perhaps the most central principle of goal - setting theory, illus-
trated in hundreds of studies, is that specifi c, diffi cult goals lead to 
higher performance than  “ do your best ”  goals (Locke  &  Latham, 
 1990 ). Moreover, specifi c, diffi cult goals have positive effects not 
only for individuals and teams but also for organizations (Baum, 
Locke,  &  Smith,  2001 ; Rodgers  &  Hunter,  1991 ). The benefi ts of 
goals occur because goals focus employees ’  attention on a spe-
cifi c objective (rather than other activities), lead to higher  levels 
of effort to attain those objectives, enhance persistence in the face 
of setbacks and obstacles, and stimulate employees to develop new 
approaches and strategies when faced with complex tasks (Latham, 
 2004 ; Locke  &  Latham,  2002 , Heslin, Carson,  &  VandeWalle, 
Chapter  3  in this book). 

 Self - effi cacy (that is, the employee ’ s belief that he or she can 
attain the goal) also plays a central role in goal setting and attain-
ment (Bandura,  1986 ). Self - effi cacy can be enhanced by providing 
the employee with mastery experiences (for example, by break-
ing down complex tasks into smaller, easier steps that gradually 
become more challenging), enabling the employee to observe 
a role model (who is perceived as similar to the employee on a 
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number of attributes) successfully perform the task, and providing 
verbal encouragement that the employee has the ability to learn 
and perform the task successfully (Heslin, Carson,  &  VandeWalle, 
Chapter  3  in this book). Goal commitment can be strength-
ened in several ways (Locke  &  Latham,  2002 ; Heslin, Carson,  &  
VandeWalle, Chapter  3  in this book), including having people 
make a public commitment to the goal (Cialdini,  2001 ), increas-
ing self - effi cacy, and increasing the attractiveness of outcomes 
associated with goal attainment (for example, by communicating 
a compelling vision, providing monetary incentives, or changing 
employees ’  perceptions concerning the consequences of attain-
ing or not attaining the goal; Latham,  2001 ). 

 The benefi ts of diffi cult goals on performance are dimin-
ished when task complexity is high (for example, when the task 
involves many acts and information cues that are interrelated 
and change over time) (Wood, Mento,  &  Locke,  1987 ). Assigning 
challenging distal goals during the early stages of skill acquisi-
tion on a complex task can lead to decrements in performance 
(Kanfer  &  Ackerman,  1989 ). However, proximal (that is, short -
 term, intermediate) goals can be helpful (when coupled with 
distal goals) during the early stages of skills acquisition on com-
plex tasks (Latham  &  Seijts,  1999 ). Feedback related to proximal 
goals can provide (a) markers of progress (thereby increasing 
self - effi cacy) and (b) information that can help people change 
strategies when it appears that their current task strategies are sub-
optimal (Latham  &  Seijts,  1999 ). Providing learning goals during 
the early stages of skills acquisition on complex tasks can also be 
helpful because such goals direct attention to learning the task 
rather than worrying about a distal performance outcome (Noel  &  
Latham,  2006 ; Winters  &  Latham,  1996 ). 

 A meta - analysis by Rodgers and Hunter ( 1991 ) found that 
the widely used performance management approach called 
management by objectives (MBO), which combines goal set-
ting, participation in decision making, and objective feedback, 
was associated with productivity gains in sixty - eight out of sev-
enty studies. Also, when top   management ’ s commitment to 
MBO was high, the average gain in productivity was 56 percent, 
versus only 6 percent when commitment from top management 
was low.  
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  Feedback 
 Feedback plays a vital role in performance management in that, 
without feedback, the effect of goals on performance is dimin-
ished (Erez,  1977 ; Locke  &  Latham,  1990 ; Neubert,  1998 ). 
Feedback can serve both an informational purpose and a motiva-
tional purpose (Ilgen, Fisher,  &  Taylor,  1979 ). 

 Yet feedback does not always enhance performance. In their 
review of performance feedback in organizational settings, Alvero, 
Bucklin, and Austin ( 2001 ) found that feedback yielded desired 
and consistent effects in 58 percent of the sixty - four applications 
they reviewed, mixed effects (that is, desired effects in some, but 
not all, of the participants, settings, and/or behaviors analyzed) in 
41 percent of the applications, and no effects in only 1 percent of 
the applications. In a widely cited meta - analysis, Kluger and DeNisi 
( 1996 ) found that feedback interventions, on average, improved 
performance ( d  � .41); however, in about one - third of the stud-
ies examined, feedback had a negative effect on performance. 
There was also large variability among effect sizes, and this variabil-
ity could not be explained by feedback sign (that is, positive versus 
negative feedback), thereby suggesting that positive feedback leads 
to performance improvement for some people (or in some situa-
tions), whereas negative feedback leads to performance improve-
ment for other people (or in other situations). 

  Delivering Feedback 

 Kluger and DeNisi ( 1996 ) found that feedback that directs the 
recipient ’ s attention to the task is more effective than feedback 
that directs the recipient ’ s attention to the self and away from the 
task. Viswesvaran ( 2001 ) summarized the conditions for appraisal 
feedback to have a positive effect as including a balanced review 
(both positive and negative) of the employee ’ s performance, 
discussing no more than two limitations in one meeting, a par-
ticipative style that allows the employee to state his or her views, 
and good ongoing communication between the supervisor and 
employee outside of the appraisal meeting. Ilgen and Davis 
( 2000 ) have argued that the most important issue when providing 
negative feedback is to strike a balance so that it becomes possible 
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for the recipient to accept responsibility for performance that did 
not meet expectations, while at the same time not lowering the 
recipient ’ s self - concept.  

  Multi - Source Feedback 

 Multi - source feedback refers to collecting performance evaluations 
from more than one source. A variant of multi - source feedback, 
called 360 - degree feedback, collects feedback from key constituents 
who represent the full circle of relevant viewpoints: supervisor(s), 
peers, direct reports, and in some cases customers. A meta -  analysis 
(Smither, London,  &  Reilly, 2005) of twenty - four longitudinal 
 studies found that improvement in direct report (d � .15), peer 
(d � .05), and supervisor ratings (d � .15) over time is generally 
small. Moderator analyses found that improvement was greater 
when feedback was used only for developmental purposes (rather 
than for administrative purposes). This review also presented a theo-
retical framework and reviewed empirical evidence suggesting that 
performance improvement is more likely for some feedback recipi-
ents than others. Specifi cally, improvement is most likely to occur 
when feedback indicates that change is necessary, recipients have 
a positive feedback orientation, perceive a need to change their 
behavior, react positively to the feedback, believe change is feasible, 
set appropriate goals to regulate their behavior, and take actions 
that lead to skill and performance improvement. 

 Not surprisingly, performance improvement is likely only for 
feedback recipients who take appropriate action. For example, 
Smither, London, Flautt, Vargas, and Kucine (2003) found that 
managers who worked with an executive coach were more likely 
than other managers to set specifi c (rather than vague) goals, 
to solicit ideas for improvement from their supervisors, and to 
improve in terms of subsequent direct report and supervisor rat-
ings. However, the differences between managers who worked 
with a coach and those who did not were small in magnitude 
(albeit statistically signifi cant). In a fi ve - year study of upward feed-
back, Walker  and  Smither ( 1999 ) found that (a) managers who 
met with direct reports to discuss their upward feedback improved 
more than other managers and (b) managers improved more in 
years when they discussed the previous year ’ s feedback with direct 
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reports than in years when they did not discuss the previous year ’ s 
feedback with direct reports. Hazucha, Hezlett, and Schneider 
( 1993 ) found that managers who participated in training pro-
grams and other development activities (for example, receiving 
coaching and feedback, reviewing progress quarterly) after receiv-
ing multi - source feedback were more likely to improve than other 
managers.   

  Employee Development 
 Although employee development can occur through formal training 
and education, in the context of performance management more 
emphasis is usually placed on development through ongoing coach-
ing (usually from supervisors) and other less formal approaches 
to development such as mentoring, task force assignments, and 
learning from challenging work (Zaleska  &  de Menezes,  2007 ). 

 The value of formal organizational training has been widely 
documented. A comprehensive meta - analysis of the impact of 
organizational training (Arthur, Bennett, Edens,  &  Bell,  2003 ) 
found medium to large effect sizes for reaction ( d  � .60), learn-
ing ( d�  .63), behavior ( d  � .62), and results ( d �  .62) criteria, 
as well as positive effects for enhancing cognitive, psychomotor, 
and interpersonal skills. The economic utility (positive return on 
investment) of corporate training has also been demonstrated 
(Morrow, Jarrett,  &  Rupinski,  1997 ). Despite the widespread pos-
itive effects usually associated with formal training, some confi -
dence intervals from meta - analyses include zero indicating that 
not all training is effective. 

 A meta - analysis by Keith and Frese ( 2008 ) found that error 
management training (EMT), which encourages learners to 
make errors during training and to view errors as opportunities 
to learn what does not work, was more effective ( d  � 0.44) for 
post - training transfer performance (but not for within - training 
performance) than error avoidant training or exploratory train-
ing without error encouragement. EMT was especially effective 
for performance on adaptive tasks (that is, novel problems that 
require the development of new solutions) relative to analogical 
tasks (that are similar or analogous to the training task). 
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 Self - management training has also been shown to increase 
performance as well as self - effi cacy (Frayne  &  Geringer,  2000 ) 
and decrease absenteeism (Frayne  &  Latham,  1987 ; Latham  &  
Frayne,  1989 ). It involves (1) identifying the behaviors to mod-
ify, (2) establishing goals for those behaviors, (3) maintaining a 
record of progress toward goal attainment, (4) establishing self -
 rewards and self - punishments for performance relative to goals, 
(5) identifying high - risk situations that might frustrate goal 
attainment, and (6) preparing a written contract with oneself 
that lists goals, plans, contingencies, and so on. 

  Coaching 

 The shift in emphasis from performance appraisal (a discrete 
event) to performance management (a continuous process) has 
focused attention on the important role of coaching in employee 
performance and development (Latham, Almost, Mann,  &  
Moore,  2005 ). Over sixty years ago, Lewis referred to coaching as 
 “ really just good supervision ”  (1947, p. 316). And being an effec-
tive coach continues to be viewed as an essential feature of effective 
management (Hamlin, Ellinger,  &  Beattie,  2006 ). 

 Peterson (Chapter  4  in this book) argues that organizations 
should use coaching in an organized, systematic manner to address 
specifi c business needs (for example, accelerating the development 
of high - potential managers, on - boarding new leaders, driving a 
change in culture). Organizations can also specify criteria for who 
delivers coaching, for who receives coaching, and for the coaching 
process itself. Ideally, coaching is integrated into the organization ’ s 
overall talent management strategy, and investments in coaching 
are aligned with business strategy. 

 Peterson emphasizes that effective coaching involves (1) a work-
ing relationship between the coach and person that is characterized 
by trust, acceptance, and understanding; (2) helping the recipient 
develop insight about critical success factors and how others per-
ceive the recipient relative to those factors; (3) building the recipi-
ent ’ s motivation to change by clarifying personal and organizational 
reasons for change and focusing on small, easy steps to initiate the 
process; (4) enhancing the recipient ’ s capabilities by sharing new 
ideas and best practices, pointing to useful learning resources and 
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opportunities, and exploring alternative ways to handle diffi cult 
situations; (5) facilitating application of new skills to specifi c situ-
ations in which change is appropriate (that is, real - world practice); 
(6) encouraging the recipient to make specifi c commitments for 
action, following up on the person ’ s commitments, and encourag-
ing the person to seek feedback from others; and (7) helping the 
recipient to anticipate and address barriers while working with 
senior leaders to create a supportive climate for development. 

 There is some evidence that coaching skills can be developed. 
For example, a program designed to enhance managers ’  coach-
ing skills had a positive effect on fi ve of eight target behaviors 
(Graham, Wedman,  &  Garvin - Kester,  1993 ). Heslin and col-
leagues (Heslin, Latham,  &  VandeWalle,  2005 ) found that manag-
ers who held incremental beliefs (that is, ability is malleable and 
can therefore be developed with effort) were more likely than 
managers who held entity beliefs (that is, ability is fi xed, innate, 
and unalterable) to recognize both improvements and declines 
in employee performance. In a separate study, these authors 
used a ninety - minute workshop based on self - persuasion tech-
niques (Aronson,  1999 ) to help participants who initially held 
entity beliefs to acquire incremental beliefs and to sustain those 
beliefs over a six - week period. This change led to greater acknowl-
edgement of improvement in employee performance than was 
exhibited by entity theorists in a placebo control group. They also 
found that inducing incremental beliefs increased entity theorist 
managers ’  willingness to coach an employee who was performing 
poorly, as well as the quantity and quality of their performance 
improvement suggestions (Heslin  &  VandeWalle,  2008 ; Heslin, 
VandeWalle,  &  Latham,  2006 ). 

 A number of studies have found evidence supporting the value 
of coaching. For example, a survey by Ellinger, Ellinger, and Keller 
( 2003 ) found that supervisory coaching behaviors (such as pro-
viding and asking for feedback, helping employees think through 
issues by asking questions rather than providing solutions, set-
ting expectations, providing resources) were positively related to 
employee job satisfaction and performance (also see Acosta - Amad 
 &  Brethower,  1992 ; Bennett,  1987 ; Cannon  &  Edmondson,  2001 ; 
Edmondson,  1999 ; Gyllensten  &  Palmer,  2005 ; Konczak, Stelly,  &  
Trusty,  2000 ; Rappe  &  Zwick,  2007 ; Scandura,  1992 ). 
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 More recent theoretical and empirical work suggests that 
coaching is likely to be effective in some settings but not in oth-
ers. For example, Hackman and Wageman ’ s ( 2005 ) theory of 
team coaching proposes that coaching interventions that focus 
on team effort, strategy, and knowledge and skill will facilitate 
team effectiveness more than interventions that focus on mem-
bers ’  interpersonal relationships. Also, they suggest that timing is 
important in determining the optimal type of coaching such that 
motivational coaching will be most helpful at the beginning of a 
performance period, consultative coaching will be most helpful 
at the midpoint of a performance period, and educational coach-
ing (that is, helping the team capture what can be learned from 
the collective work just completed) will be most helpful after per-
formance activities have been completed. In a study of external 
leadership of self - managing teams, Morgeson ( 2005 ) found that
supportive coaching (reinforcing the team for its self - management
behaviors and thereby fostering a sense of competence and inde-
pendence in the team without becoming directly involved in the 
team ’ s task work) was positively related to perceptions of leader 
effectiveness, however active coaching (that is, becoming directly 
involved in helping the team perform its work) and leader sense 
making (that is, the leader interpreting events for the team) were 
negatively related to satisfaction with leadership (but positively 
related to perceptions of leader effectiveness when disruptive 
events occur).  

  Executive Coaching 

 Executive coaching has been defi ned as a short -  to medium - term 
relationship between an executive and a consultant with the pur-
pose of improving the executive ’ s work effectiveness (Feldman 
 &  Lankau,  2005 ). Executive coaching can take a number of dif-
ferent forms. Some executives use coaching to learn specifi c 
skills, others to improve performance on the job or to prepare 
for advancement in business or professional life, and still oth-
ers to support broader purposes, such as an executive ’ s agenda 
for major organizational change (Witherspoon  &  White,  1996 ). 
Generally, executive coaching includes several stages, such as 
establishing the coaching relationship, data gathering (about 
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the executive and the organization), feedback (presenting the 
executive with the results of the data gathered from interviews, 
psychological assessments, multi - source feedback, and so forth), 
goal setting, periodic coaching sessions, and evaluation (to deter-
mine progress toward the goals of coaching) (Feldman  &  Lankau, 
 2005 ; Smither  &  Reilly,  2001 ). Although human resource profes-
sionals who sponsor executive coaching have positive perceptions 
of its benefi ts (Dagley,  2006 ), the vast majority of articles about 
executive coaching have relied on case studies or vignettes as 
illustrations or sources of evidence, and only a small number of 
empirical studies have examined the impact of executive coaching 
(Feldman  &  Lankau,  2005 ). Of these, many have relied on self -
 reports and surveys of coaching recipients to evaluate the impact 
of coaching. These studies have found that coaching recipients 
perceive coaching as valuable and believe they benefi ted from it 
(for example, progress toward goals, sustained behavior change) 
(Evers, Brouwers,  &  Tomic,  2006 ; Feggetter,  2007 ; Hall, Otazo,  &  
Hollenbeck,  1999 ; Hollenbeck  &  McCall,  1999 ; Kombarakaran, 
Yang, Baker,  &  Fernandes,  2008 ; McGovern, Lindemann, 
Vergara, Murphy, Barker,  &  Warrenfeltz,  2001 ; Wasylyshyn,  2003 ; 
Wasylyshyn, Gronsky,  &  Haas,  2006 ). A small number of studies 
have relied on somewhat more objective indicators (relative to 
self - reports). Olivero, Bane, and Kopelman ( 1997 ) found that a 
management development program and coaching increased pro-
ductivity, with coaching resulting in a greater gain compared to a 
management development program alone. Luthans and Peterson 
( 2003 ) found that a combination of 360 - degree feedback and 
coaching was associated with improvements in co - workers ’  rat-
ings of the feedback recipients (managers) and improvements in 
job satisfaction, organizational commitment, and turnover inten-
tions for the managers and their employees. However, there was 
no control group and the design of the study also did not allow 
the authors to disentangle the effects of coaching from those 
of the 360 - deree feedback. Smither, London, Flautt, Vargas, and 
Kucine (2003) used a quasi - experimental design to examine 
1,361 managers who received multi - source feedback; 404 of those 
managers worked with an executive coach to review their feed-
back and set goals. One year later, managers who worked with an 
executive coach were more likely than other managers to have set 
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 specifi c (rather than vague) goals, solicited ideas for improvement 
from their supervisors, and improved more in terms of direct 
report and supervisor ratings. Although executive coaching had 
a statistically signifi cant and positive effect, the effects sizes were 
quite small. Bowles, Cunningham, De La Rosa, and Picano ( 2007 ) 
found that middle (but not executive - level) managers who volun-
teered to receive eight hours of formal training followed by, on 
average, six to seven hours of coaching outperformed (for exam-
ple, on achievement of quotas) managers who had not received 
the training and coaching. However, because the participants 
were volunteers and the coaching was combined with formal train-
ing, the impact of coaching on performance remains uncertain. 
Support from an external (to the team) coach was related to the 
emergence of shared leadership in teams, whereby leadership is 
distributed among team members rather than focused on a single 
designated leader (Carson, Tesluk,  &  Marrone,  2007 ). In sum, the 
limited research indicates that sponsors and recipients have favor-
able reactions to coaching, and some positive benefi ts have been 
found. However, due to limitations in the design of most studies, 
practitioners must await more research before fi rm conclusions 
about the impact of executive coaching can be drawn.   

  Performance Evaluation 
 Because objective measures of performance are not available for 
many jobs, subjective (for example, supervisor) ratings play a cen-
tral role in evaluating employee performance. Even when objective 
measures are available, research has repeatedly shown that ratings 
of performance are only modestly related to objective measures of 
performance (Bommer, Johnson, Rich, Podsakoff,  &  Mackenzie, 
 1995 ; Cascio  &  Valenzi,  1978 ; Heneman,  1986 ; Kirchner,  1960 ; 
Seashore, Indik,  &  Georgopoulos,  1960 ). Although this likely 
refl ects limitations associated with ratings, it also likely refl ects 
problems with objective measures such as criterion defi ciency and 
contamination. Wexley and Klimoski ( 1984 ) suggested that there 
is no  “ true ”  job performance. Instead, ratings and objective mea-
sures (for example, productivity) are different indicators that tap 
different aspects of performance. 
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 For many decades, effort was focused on creating rating for-
mats that might reduce rating errors. Examples include forced 
choice (Sisson,  1948 ), critical incidents (Flanagan,  1954 ), behav-
iorally anchored rating scales (Smith  &  Kendall,  1963 ), mixed 
standard scales (Blanz  &  Ghiselli,  1972 ), behavioral observation 
scales (Latham, Fay,  &  Saari,  1979 ; Latham  &  Wexley,  1977 ), and 
performance distribution assessment (Kane,  1986 ). At the same 
time, rater training programs focused on reducing rater errors 
such as halo and fi rst impressions (Latham, Wexley,  &  Pursell, 
 1975 ). But a review by Landy and Farr ( 1980 ) noted that rating 
formats or scales had little if any effect on reducing rating errors 
or increasing agreement among raters. (However, rating for-
mat can have other effects. For example, raters generally prefer 
behavioral observation scales relative to behavioral expectation 
scales or trait scales; and behavioral observation scales, relative 
to graphic rating scales, yield higher levels of goal clarity, accep-
tance, and commitment (Tziner  &  Kopelman,  1988 ; Wiersma, 
van den Berg,  &  Latham,  1995 ). 

 This led to cognitive approaches to (or models of) perfor-
mance appraisal (see DeNisi,  1996 , for a summary) that looked 
at how raters recognize, attend to, and observe employee behav-
ior (or other information related to employee performance);
represent, organize, and store this information in memory; 
retrieve the information from memory and integrate the infor-
mation to form a judgment about or evaluation of the employee. 
More recently, conceptual models have emphasized the impor-
tant role of context and goals in appraisals (Murphy  &  Cleveland, 
 1991 ,  1995 ). For example, a meta - analysis by Jawahar and Williams 
( 1997 ) found that the purpose of the appraisal infl uences leni-
ency in ratings such that appraisals obtained for administrative 
purposes (for example, to infl uence pay raises or promotions) 
were about one - third of a standard deviation higher than those 
obtained for employee development or research purposes, 
especially when the ratings were made by practicing managers 
in real - world settings. Trust in the appraisal process (whether a 
rater believes that others in the organization will provide fair and 
accurate appraisals) also affects leniency in ratings (Bernardin  &  
Orban,  1990 ). Raters high in agreeableness provide more lenient 
ratings when they expect to have a face - to - face meeting with 
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the employee, but this effect is attenuated when using a behav-
ior checklist rather than a graphic rating scale (Yun, Donahue, 
Dudley,  &  McFarland,  2005 ). Similarly, raters accountable to oth-
ers with authority or higher status provide more accurate ratings 
compared with raters who are accountable to a lower - status audi-
ence and raters who do not have to justify their ratings (Mero, 
Guidice,  &  Brownlee,  2007 ). 

 Problems with the concept of rater errors (although long 
noted by some) have become more widely acknowledged. For 
example, in some instances, employees might perform effec-
tively (or ineffectively) across several dimensions (or a group 
of employees might all be especially effective performers). In 
such instances, rater  “ errors ”  might actually be associated with 
more accurate ratings (Cooper,  1981 a,  1981 b). This led to a 
shift in rater training to increase accuracy rather than reduce 
errors (Bernardin  &  Buckley,  1981 ; Bernardin  &  Pence,  1980 ; 
Hauenstein,  1998 ). Such training (often referred to as  “ frame of 
reference training ” ) generally involves familiarizing raters with 
the defi nitions and behavioral indicators of each performance 
dimension, providing opportunities to complete practice rat-
ings (using either written vignettes or videos to present the per-
formance examples), and delivering feedback concerning the 
accuracy of the practice ratings (by comparing them with target 
ratings that represent the organization ’ s estimate of the effective-
ness levels demonstrated in the performance examples). A cumu-
lative research review by Woehr and Huffcutt ( 1994 ) showed that 
frame of reference training is an effective approach to increase 
rating accuracy. 

 There is no easy, practical solution to the problems associ-
ated with ratings. One approach used by many organizations is 
to require supervisors to share, discuss, and justify their ratings 
of employees with others (for example, the supervisor ’ s manager 
or a panel of peers). This approach might help calibrate ratings 
made by different supervisors and lessen unjustifi able leniency in 
ratings, but as Murphy ( 2008 ) notes, it also makes raters more 
vulnerable to social infl uence effects (such as norms about rating 
distributions) that might actually reduce the accuracy of ratings 
in some instances. 
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  Forced Distributions 

 During the past several years, perhaps no other aspect of per-
formance management has garnered as much attention in the 
popular press as the use of forced distributions or rankings 
(Dominick, Chapter  12  in this book). In absolute rating systems 
(such as behaviorally anchored rating scales and behavioral 
observation scales), raters make judgments about the extent 
to which each employee displays specifi c job - related behaviors. 
Because all employees are evaluated relative to the same behav-
iors (standards), it is possible that all employees could receive 
the same rating. In contrast, relative rating systems, which 
include forced ranking or distribution systems, require raters to 
evaluate employees relative to one another, determining which 
employees are best, next best, and so on. Often, most employees 
are placed into one of the top three categories of a fi ve - point rat-
ing scale (10 percent in the top category, 20 percent in the next 
category, 60 percent in the middle category, and the remaining 
10 percent in the bottom two categories). 

 Advocates argue that forced distribution systems reduce or 
eliminate artifi cially infl ated ratings (Taylor  &  Wherry,  1951 ), 
thereby enabling organizations to identify and adequately reward 
top performers while also holding poor performers accountable. 
They also argue that forced distributions are fair to poor perform-
ers because the system lets such employees know where they stand 
so they have an opportunity to do something about it (perhaps by 
moving to other organizations or jobs where they can succeed). 
Critics argue that forced distributions are as susceptible to favor-
itism, manipulation, and organizational politics as any other rat-
ing process and that they are unreasonable when the number of 
employees in the rating group is small. Concerns have also been 
raised about the effects of forced distribution systems on perceived 
fairness and employee morale (McBriarty,  1988 ) as well as legal 
compliance (Dominick, Chapter  12  in this book). 

 Emerging research suggests that more favorable reactions to 
forced distribution rating systems are likely to occur when (a) 
there are not severe consequences for poorly ranked employees, 
(b) the group to be ranked is reasonably large, (c) there is vari-
ability in performance among those being ranked, (d) there is a 
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process to ensure that employees receive frequent feedback, and 
(e) the culture is results - oriented where success does not depend 
heavily on teamwork (Blume, Baldwin,  &  Rubin,  2007 ; Guralnik, 
Rozmarin,  &  So,  2004 ; Schleicher, Bull,  &  Green,  2007 ). In a sur-
vey of human resource professionals, Lawler (2003) found that, 
compared to those not using forced distributions, those using 
forced distributions judged their systems as better able to differ-
entiate between levels of performance (to identify and reward 
top talent, identify and manage out poor performers), but also 
judged their systems as less effective at developing talent and less 
effective overall.   

  Rewarding Performance 
 Performance management systems generally seek to link rewards 
(for example, money or recognition) to performance. Heneman 
and Gresham ( 1998 ) note that pay for performance plans can 
focus on individual performance (merit pay, skill - based pay, piece 
rates, sales commissions, employee suggestion systems), team per-
formance (team incentives, team recognition), or organizational 
performance (gainsharing, profi t sharing, stock ownership). 

 One potential downside of individual - level pay for perfor-
mance is that employees might see little value in cooperating with 
co - workers (which can create problems when cooperation would 
benefi t the group or organization as a whole). At the team level, 
team incentives can be used in situations in which (a) the team 
produces an identifi able output and (b) it is diffi cult or impossible 
to measure the contribution of individual team members. Usually, 
the incentive is divided equally among team members. One down-
side to pay for performance at the team level is what has been 
referred to as  “ social loafi ng ”  or  “ free riding, ”  where some employ-
ees limit their efforts when they believe that their individual contri-
butions cannot or will not be assessed and others on the team will 
work very hard to ensure the team ’ s success (Albanese  &  Van Fleet, 
 1985 ; Cooper, Dyck,  &  Frohlich,  1992 ; Heneman  &  von Hippel, 
 1995 ; Kidwell  &  Bennett,  1993 ; Shepperd,  1993 ). When individual 
contributions to team success can be assessed, then team rewards 
can be distributed proportional to those contributions. Consistent 
with what would be expected based on social loafi ng or free rider 
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research, the size of the group moderates the effectiveness of 
group pay plans, with a larger impact occurring in smaller fi rms 
(Rynes, Gerhart,  &  Parks,  2005 ). 

 At the facility or organization level, gainsharing plans pro-
vide rewards for cost (or time) savings or revenue enhancement. 
Heneman and Gresham ( 1998 ) note that an attractive feature of 
gainsharing plans is that they pay for themselves because rewards 
are not distributed until costs are reduced or revenue is enhanced. 
Gainsharing plans generally use joint committees of employees 
and managers who solicit, screen, and help implement sugges-
tions from employees. The cost savings or increased revenues are 
split between employees (with each employee receiving an equal 
amount) and management (who can reinvest the money). 

 Profi t-sharing plans are based on the fi nancial performance 
of the entire organization (as measured by a predetermined 
metric such as net income, return on assets, economic value 
added, earnings per share, or other measures) and can provide 
employees with the associated reward soon after the amount 
of profi t has been determined or can defer payment until the 
employee retires (or a combination of both). Stock ownership 
and stock options can also link pay to organizational perfor-
mance. One issue associated with all organization - level pay for 
performance plans has been referred to as the  “ line of sight ’  
problem where employees see little connection between their per-
formance and the performance of the organization as a whole 
(Heneman  &  Gresham,  1998 ). This is especially likely to be a 
problem when poor organizational performance and hence 
low plan payouts are perceived as being due to factors beyond 
employees ’  control such as poor decisions of executives (Rynes, 
Gerhart,  &  Parks,  2005 ). 

 Heneman and Gresham also argue that pay for performance 
plans should be matched to business objectives. For example, 
skill - based pay plans would be a good fi t for employee develop-
ment objectives; individual plans (for example, piece rate) and 
gainsharing plans would be a good fi t for productivity (for exam-
ple, revenue enhancement or cost reduction) objectives; team 
recognition and team incentives would be a good fi t for team-
work objectives; and profi t sharing would be a good fi t for profi t 
objectives. 
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 Many organizations link pay to performance at multiple levels 
(merit pay, team incentives or recognition, and profi t sharing) in 
an attempt retain the advantages of each approach while mini-
mizing its potential negative consequences (Rynes, Gerhart,  &  
Parks,  2005 ). Unfortunately, little research exists concerning the 
consequences of combining several approaches (for exceptions, 
see Crown  &  Rosse,  1995 , and Wageman,  1995 ). 

  Research on Pay for Performance 

 In a survey of Fortune 500 companies, Lawler (2003) found that 
respondents thought that performance management systems 
are more effective when there is a strong connection between 
appraisals and rewards (salary increases, bonuses, stock awards). 
Research generally supports this belief. However, exempt employ-
ees tend to be more supportive of performance based pay than 
nonexempt employees, who are more supportive of pay based on 
seniority and cost of living (Heneman, 1992). 

 Generally, individual - level plans (piece rate, sales commis-
sions) have larger effects on productivity than unit - level plans 
(such as gainsharing), which in turn have a greater impact 
than corporate - wide plans such as profi t sharing (Heneman  &  
Gresham,  1998 ; Rynes, Gerhart,  &  Parks,  2005 ). A meta - analysis 
by Judiesch ( 1995 ) concluded that the increase in output due 
to individual incentive compensation systems is on average 33 
percent. A meta - analysis by Guzzo, Jette, and Katzell ( 1985 ) also 
found that fi nancial incentives had a positive effect on perfor-
mance (d = .57). Finally, a meta - analysis by Jenkins, Mitra, Gupta, 
and Shaw ( 1998 ) found the correlation between fi nancial incen-
tives and performance quantity was .34, with fi eld experiments 
(.48) yielding effects twice as large as those found in lab experi-
ments (.24), however fi nancial incentives were not related to per-
formance quality. 

 Unfortunately, very little research exists concerning the impact 
of merit pay (the most popular method of linking pay to perfor-
mance) on subsequent behavior and performance, although there 
is a good deal of research on attitudinal reactions to merit pay 
(Heneman  &  Gresham,  1998 ; Heneman  &  Werner,  2005 ; Rynes, 
Gerhart,  &  Parks,  2005 ). A detailed research review by Heneman 
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and Werner ( 2005 ) found that merit pay was usually but not 
always associated with positive employee attitudes (satisfaction with 
pay, the job, or the employer), but its relationship to improved 
performance has been inconsistent and sometimes disappoint-
ing (sometimes a positive but sometimes no effect on perfor-
mance). There is little evidence about the effects of skill - based 
pay on productivity. Rochat ( 1998 ) studied gainsharing in thirty -
 seven organizations and concluded that such plans were markedly 
successful. 

 Recently, there has been debate about the consequences of 
stock options, in part driven by examples where executives have 
manipulated stock prices for personal gain (Rynes, Gerhart, 
 &  Parks,  2005 ) and in part driven by recent research that has 
shown stock options sometimes have negative consequences. For 
example, Sanders and Hambrick ( 2007 ) found that the more a 
CEO is paid in stock options, the more extreme the subsequent 
performance of the CEO ’ s fi rm and the more likely that the 
extreme performance will be a big loss rather than a big gain. 
Prior to June 2005, there was no requirement that stock options 
granted to employees had to be recognized as an expense on 
the fi rm ’ s income statement, although their cost was disclosed 
in footnotes to fi nancial statements. Stock options are likely to 
be less attractive to many fi rms since 2005 when the Financial 
Accounting Standards Board began to require that companies 
treat employee stock option compensation as an expense on 
corporate income statements (thereby making the cost of such 
options more transparent). 

 In sum, research indicates that pay for performance can have 
very positive effects on performance, although problems can 
occur when such programs are poorly implemented (see reviews 
by Heneman  &  Gresham,  1998 ; Rynes, Gerhart,  &  Parks,  2005 ). 
However, much of the research about pay for performance is 
based on studies for which an objective performance measure 
was available. This raises the question of whether pay for perfor-
mance is useful in the many settings where no objective measure 
of performance is available and hence performance is assessed 
via ratings (which suffer from poor inter - rater reliability). 

 In addition to their effects on performance, Rynes, Gerhart, and 
Parks (1995) note that pay for performance plans can potentially 
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create sorting effects that lead different types of people to apply 
to and stay with the organization. For example, individuals with 
high ability (Trank, Rynes,  &  Bretz,  2002 ; Trevor, Gerhart,  &  
Boudreau,  1997 ), self - effi cacy (Cable  &  Judge,  1994 ), and need 
for achievement (Bretz, Ash,  &  Dreher,  1989 ) appear to be more 
attracted to organizations where pay is closely linked to individ-
ual performance.   

  Special Issues in Performance Management 

  Dealing with Counterproductive Work Behavior 

 Atwater and Elkins (Chapter  11  in this book) review research and 
offer recommendations about dealing with counterproductive 
work behavior (CWB). CWB can include abuse against others (for 
example, incivility, workplace violence, sexual harassment), pro-
duction deviance such as poor performance, sabotage (damag-
ing or destroying the organization ’ s property), theft (potentially 
ranging from minor offenses such as taking offi ce supplies home 
to embezzlement), and withdrawal behaviors such as absenteeism 
and lateness. Dealing effectively with CWB requires accurately diag-
nosing the cause of the problem. These causes include drug and 
alcohol abuse, family problems, fi nancial problems, the employee ’ s 
personality (trait anger), interpersonal confl ict in the workplace, 
abusive supervision or toxic leadership, co - workers who are dis-
ruptive, uncivil, or bullies, feelings of injustice, job dissatisfaction, 
inadequate resources or training, and organizational climate (for 
example, concerning ethics or sexual harassment). 

 Managers generally prefer to handle performance problems 
in a way that does not require bold and/or complicated con-
frontation. Examples include helping the employee correct the 
undesirable behavior without making an issue out of the prob-
lem, identifying adjustments in work arrangements that might 
reduce or eliminate the problem (for example, changing an 
employee ’ s work schedule who has diffi culty arriving on time due 
to problems at home), or restating performance expectations in 
a group setting. Unfortunately, it is not uncommon to delay (or 
entirely avoid) giving feedback to poor performers or to distort 
such feedback to make it appear less negative. When considering 
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punishment, managers typically consider the employees ’  work 
history, the severity of the offense, the effect on the employee ’ s 
family, and the extent to which the manager likes the employee. 
Punishment can have negative effects on recipients, such as 
embarrassment, anger, loss of respect for the manager, and bad 
feelings about the organization. When punishment is perceived 
as appropriate, it can have positive consequences on observers, 
such as enhanced motivation, satisfaction, and performance 
(and the absence of punishment when it is deserved can increase 
observers ’  feelings of inequity).  

  Managing Team Performance 

 According to Kozlowski and Ilgen ( 2006 ), effective teams perform 
well (as judged by relevant others), have satisfi ed members, and 
are viable (that is, members are willing to remain in the team). 
Team effectiveness is shaped by cognitive, interpersonal, moti-
vational, affective, and behavioral processes (Kozlowski  &  Ilgen, 
 2006 ). Important team cognitive processes include team climate, 
team mental models (shared knowledge structures or informa-
tion), transactive memory (members ’  understanding of the unique 
knowledge held by individual team members or  “ who knows 
what ” ), and team learning (team members acquiring knowledge 
and skills through experience and interaction). Interpersonal, 
motivational, and affective processes include team cohesion, team 
effi cacy (a shared belief in the team ’ s ability to attain a given level 
of performance on a specifi c task) and potency (a shared belief 
in the team ’ s ability to be effective across multiple tasks and con-
texts), team affect (the mean and dispersion of affect across team 
members), and team confl ict. Behavioral processes include coor-
dination of effort and actions (while reducing social loafi ng), 
team member competencies, and team regulation (the ability of 
the team to self - regulate and adapt to shifting circumstances and 
demands). 

 Salas, Weaver, Rosen, and Smith - Jentsch (Chapter  6  in this 
book) describe four important team capacities and how each can 
be developed: adaptive capacity, leadership capacity, management 
capacity, and technical capacity. With regard to  adaptive capacity , 
simulation - based training can allow teams to practice different 
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task strategies in environments that replicate the real world but 
without the risks associated with failure. Teams can develop aware-
ness of their external environment as well as the internal work-
ings of the team via team cue recognition training and perceptual 
contrast training. Training in team communication skills can also 
help ensure that important changes detected by one team mem-
ber are quickly and accurately communicated to the rest of the 
team. Guided error training can help teams learn when the rou-
tine response is not the correct response and how to deal with 
novel situations. Team learning orientation and psychological 
safety can help teams learn from their past performance. 

 With regard to  leadership capacity , the team ’ s leader or its mem-
bers need to create a shared vision that is aligned with the vision 
of the broader organization, manage external expectations (for 
example, by seeking feedback and ambassadorship), and have 
malleable individual and team goals that can be revised to refl ect 
unforeseen changes in the team ’ s external environment. Because 
of the interdependent nature of work in teams, organizations 
should be cautious about using individual incentives that might 
undermine cooperation. 

 To build  management capacity,  organizations need to (a) develop 
measures that are diagnostic of performance (to understand 
 “ why ”  outcomes occurred), (b) gather performance data from 
multiple sources, (c) measure typical (rather than maximal) team 
performance continuously (so that real - time feedback can be pro-
vided), and (d) include teamwork (collaboration) as well as task -
 work competencies in performance evaluations. 

  Technical capacity  requires that team members must be com-
petent at their individual tasks (task work) and at managing the 
interdependencies between their own work and that of other 
team members (teamwork). Teams must be able to leverage all 
of the expertise and experience on the team by ensuring that 
all members feel comfortable contributing, the team has accu-
rate transactive memory (members know who knows what on the 
team), and each team member ’ s input is weighted by the person ’ s 
expertise rather than the person ’ s formal status. Shared mental 
models can be developed via cross - training or inter - positional 
knowledge training. And after - event reviews, not only of team fail-
ures but also of team successes, can enhance team performance 
and yield richer mental models.  
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  Technology in Performance Management 

 Krauss and Snyder (Chapter  13  in this book) describe a variety of 
ways by which technology can facilitate the effectiveness of per-
formance management. For example, goals can be made acces-
sible to all employees, and employees can easily update their 
goals over time. Employees can enter information about current 
projects into the system (along with the contact information 
for the project ’ s stakeholders) and, when a project is completed, 
the system can automatically solicit feedback from those stake-
holders (and make the feedback available to the employee, the 
manager, and designated stakeholders). Technology can help 
the employee and manager to create, store, and revise a perfor-
mance plan in a shared electronic workspace (especially when 
the employee and manager are not co - located). An online data-
base of training and development opportunities can be linked to 
the plan. Sample career paths (and associated competencies) can 
be available in the system and used by employees to construct 
their own potential career paths and share the information with 
mentors or coaches. Performance data stored in the system can 
be used to identify and track high - potential employees, determine 
appropriate developmental opportunities, and help create men-
toring relationships. Technology can also help managers complete 
formal appraisals, for example, by generating an initial draft nar-
rative to be included in an employee ’ s feedback report and review-
ing fi nal appraisal narratives for discriminatory language or other 
statements that might raise legal concerns. 

 Despite the potential advantages of technology - supported per-
formance management, there are a number of challenges, such 
as information overload, time required to input data, frustration 
associated with inadequate user interfaces, and the requirement 
that users have a reasonable level of technology literacy.  

  Performance Management Across Cultures 

 Day and Greguras (Chapter  8  in this book) note that a major 
obstacle to effective performance management in multinational 
companies is understanding and coping with the role of national 
culture. Culture shapes expectations about what is appropriate 
behavior. 
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 Cross - cultural implementation of a performance management 
system is often accompanied by challenges, such as subtle differences 
in interpreting the competencies used to evaluate performance and 
the extent to which managers are willing to communicate negative 
feedback to employees in a direct manner (as well as the willingness 
of employees to provide feedback to their managers and the recep-
tivity of managers to such feedback). 

 Using the eight cultural dimensions identifi ed in Project GLOBE 
(House, Hanges, Javidan, Dorfman,  &  Gupta,  2004 ), Day and 
Greguras (Chapter  8  in this book) describe how culture can 
affect performance management practices. In high  individualism  
cultures, individual goals and achievement are important and 
employees are likely to change companies often, whereas in low 
individualism cultures (that is, high collectivism cultures), group 
goals, harmony, and achievement are likely to be valued and 
long - term employment with the same company is more common. 
Easterners (generally high collectivism cultures) are more likely 
to take context into consideration (leading to more external attri-
butions for performance), whereas Westerners (generally high 
individualism cultures) tend to focus primarily on the person or 
object (rather than its context) and hence fail to acknowledge 
the role of contextual factors. Employees from high collectivism 
cultures are also likely to rate themselves more modestly than 
employees from high individualism cultures rate themselves. 

 In high  power distance  cultures, people accept unequal distri-
bution of power in organizations and hence show considerable 
deference to those in authority, whereas in low power distance 
cultures, power and information are more widely shared across 
organization levels and hence employees would be expected to 
be more comfortable with involvement in goal setting and pro-
viding upward feedback. 

 In high  humane orientation  cultures, fairness, generosity, support, 
and the well - being of others are especially important, whereas in 
low humane orientation cultures, greater emphasis is placed on 
self - interest, self - enjoyment, and material possessions. When inter-
acting with their employees, managers from high humane orienta-
tion cultures might be expected to display more support, concern, 
and tolerance for errors (and contextual performance in general 
is likely to be more valued in high humane orientation cultures). 
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 In high  uncertainty avoidance  cultures, employees tend to prefer 
order and formal procedures (for example, clear documentation 
as part of the performance management process) and are likely 
to show less tolerance for rule violations and more resistance to 
change, whereas in low uncertainty avoidance cultures, employ-
ees tend to prefer more informal interactions (and perhaps less 
formal feedback), trust verbal agreements made with others, and 
display more tolerance for rule violations and less resistance to 
change. 

 High  performance orientation  cultures value initiative and results 
and reward high performance, whereas low performance orien-
tation cultures are more likely to value and reward seniority and 
loyalty. 

 High  future orientation  cultures tend to delay gratifi cation, have 
longer strategic horizons, and value intrinsic motivation and 
long - term success (and are therefore likely to set long - term goals 
and emphasize employee development and succession planning), 
whereas low future orientation cultures place a greater emphasis 
on immediate rewards and extrinsic motivation (and are there-
fore likely to emphasize short - term goals). 

 Cultures with high  gender egalitarianism  place little or no 
emphasis on an employee ’ s gender in determining roles (and 
hence will likely provide equal opportunities for men and women 
in career development), whereas cultures with low gender egali-
tarianism are more likely to place males in powerful roles. Where 
gender egalitarianism is low, female managers might face resent-
ment (especially when conveying negative feedback); where gen-
der egalitarianism is high, male managers who condescend to 
female employees are likely to be viewed unfavorably. 

 Finally, high  assertiveness  cultures value direct and blunt com-
munication, whereas low assertiveness cultures value modesty and 
face - saving (and hence view assertive communication as inappro-
priate). Thus, negative feedback is likely to be communicated 
more directly and clearly in high assertiveness cultures. 

 Of course, within any country, there can be wide variations 
in cultural practices; hence Day and Greguras emphasize that 
there is a risk in taking the generalizations associated with these 
cultural dimensions too far. Moreover, the strength of the orga-
nization ’ s culture relative to national culture is an important 
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consideration. In a strong organizational culture with broad 
acceptance concerning its core values, norms, and desired behav-
iors, organizational culture can trump national culture.  

  Performance Management in the Future 

 Tippins and Coverdale (Chapter  16  in this book) have described 
workplace trends and their implications for performance man-
agement in the future. Each of these trends points to a challenge 
for practitioners (as well as to a direction for future research). For 
example, the increase in geographically dispersed teams (some-
times in different countries and time zones) raises questions 
such as how to address the fact that the opportunity to directly 
observe performance is no longer feasible (which is likely to pose 
a greater problem in service work than production work) and 
how to address changes in how and when managers interact with 
employees. The increasing use of outsourcing can further exac-
erbate such challenges in that  “ team members ”  who are vital to 
organizational success can literally work for another company. 
Although technology (videoconferencing, instant messaging, 
email) offers some potential solutions to communication in geo-
graphically dispersed teams, we need to know more about the 
consequences of using these technologies in place of face - to - face 
interactions (for example, how does the absence of nonverbal 
cues affect the effectiveness of feedback delivered electronically?). 
Changes in worker characteristics, including predicted declines in 
the number of qualifi ed workers and changing employee expec-
tations, also have potential implications for performance man-
agement. How should performance management processes be 
designed to deal with unskilled or under - educated workers who 
often lack basic literacy and numeracy skills? How can perfor-
mance management processes be modifi ed to deal effectively with 
employees who are predicted to increasingly expect opportunities 
for personal growth and development, rapid career progression 
(which will be especially diffi cult as organizations tend to become 
fl atter), and work - family balance, and how can rewards be tailored 
to match the values of such employees?   
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  Conclusion 
 Our aim in this book has been to provide a comprehensive 
overview of the fi eld of performance management. Although 
the chapters segment different components, performance man-
agement is truly an integrated fi eld. The components go hand -
 in - glove in continuous interaction. In applying the constructs, 
research fi ndings, and examples of best practices discussed 
throughout this book and summarized in this chapter (see high-
lights in Table  17.1 ), an organization can establish a  performance 
management culture  — one in which discussing individual, team, 
and organizational performance is acceptable and encouraged; 
feedback is formative and aimed at continuous improvement; 
and there is mutual support between supervisor and subordi-
nate, peers at the same organizational level, and teams within 
and between organizational sub - units. The fi ndings presented 
throughout this book provide clear guidance for best HR prac-
tice that should be useful to line managers and HR practitioners.    
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management emphasis on, 582; 
productivity enhanced by, 306–309. 
See also Organization citizenship 
behavior (OCB)

Contextual performance 
antecedents: national culture, 
302–303; organizational culture, 
303; personality, 302

Contextual performance 
management: antecedents of, 
300, 302–309; career development 
component of, 318–319; feedback 

component of, 316–318; job 
analysis component of, 300, 
320–321; job analysis inclusion 
of related, 300; leadership, 
303–305; legal issues of, 320–321; 
performance appraisal for, 
309–312t ; recognizing and 
rewarding behavior, 313–316; 
recommendations for, 321–323; 
special issues and concerns related 
to, 297–300. See also Performance 
management

Continental Airlines, 46, 67, 70, 73, 
77

Contingent pay (CP) plans, 8. See also 
Pay for performance

Corporate social performance (CSP), 
246

Corporate social responsibility 
(CSR), 245–246

Correctability, 33. See also Change
Corrective feedback, 375–376
Counterproductive work behavior 

causes: feelings of injustice as, 
369–371; individual contributors 
as, 365–366; job dissatisfaction, 
371–372; organizational climate 
as, 372–373; poor interpersonal 
relationships as, 366–367; 
relationships with co-workers 
as, 368–369; relationships with 
supervisors as, 367–368; situational 
constraints as, 372

Counterproductive work behavior 
(CWB): causes of, 364–373; 
responses for dealing with, 
373–397, 604–610; types of, 360–364. 
See also Worker characteristics

Counterproductive work behavior 
responses: alignment as, 373–375; 
corrective feedback as, 375–379; 
discipline recommendations 
for, 391–392; managing team 
performance as, 605–606; 
progressive discipline as, 388–391; 
punishment as, 383–388; 
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self-management training as, 
379–383; taking cultural differences 
into account for, 607–610; using 
technology to facilitate, 607; 
termination as, 392–397

Counterproductive work behavior 
types: diagnosing the causes of, 
364–373; incivility as, 360–361; 
passive production deviance, 
363; sabotage and theft, 363, 
372; sexual harassment as, 362, 
372–373, 383; withdrawal, 364; 
workplace aggression/violence as, 
361

Culture: learning, 333–355; national 
dimensions of, 274–285. See also 
National cultural differences; 
Organizational culture

Culture. See National cultural 
differences; Organizational 
culture

Current Population Survey, 167
Customer alignment, 48fi g , 49–50

D
Dashboards (performance), 103
Department level evaluation, 

548–549
DESC models, 121
Development: contextual 

performance management 
and, 318–319; formal individual 
opportunities as organizational 
precursor, 533t, 535–536; 
incompatibility of evaluation 
versus, 340; individual orientation 
for, 546–548; as performance 
management best practice, 
591–596, 612t ; performance 
management purpose related 
to, 6e, 9–10; planning informal 
learning approach to, 191; 
technology use related to, 457. 
See also Employees; Performance; 
Training

Development experts, 138

Development Pipeline coaches: 
content coaches, 138; development 
experts or learning partners, 138; 
feedback coaches, 137–138; insight 
and accountability coaches, 138

Development Pipeline coaching 
stages: 1. ad hoc coaching—driven 
by individuals, 116, 120–121; 2. 
managed coaching—driven by 
champion or sponsor, 116–117, 
121–125; 3. proactive coaching—
driven by business need, 117, 
125–126; 4. strategic coaching—
driven by organizational talent 
strategy, 117, 126–127

Development Pipeline framework: 
best practices for manager-coaches 
using, 132t –133t ; external coaches 
and use of, 135–149; four types 
of coaches under the, 137–138; 
internal coaches and use of, 
133–135; managers’ role in, 
120–127; performance management 
vs., 118–120, 127–133; seven 
elements of the, 118–120; tailoring 
to organizational culture and values, 
143–145. See also Coaching

Discipline: debate over effectiveness 
of punishment, 383–388; “just 
cause” standard of, 393; positive, 
380–382; progressive, 388–391; 
recommendations for, 391–392; 
termination following failed, 
392–397

Distributive justice, 369–370, 
395–396, 421–422

Documentation: on performance 
execution, 20; performance 
management purpose and, 6e, 
9; PRD (product requirements 
document), 477; technology used 
for, 458–459

E
Earnings-education level 

differentials, 160t –161
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Eastern Airlines, 46
EBITDA (earning before interest, 

taxes, depreciation, and 
amortization), 50

The Economist, 412
Education level-earnings 

differentials, 160t –161
EEOC (U.S. Equal Employment 

Opportunity Commission), 362, 
366, 383

Electronic performance monitoring 
(EPM), 449–451, 462–464

Ellerth, Burlington Industries v., 383
Empathy box analysis: application of, 

94–95; protocol of, 94t ; underlying 
premises of, 93–94

Employee Assistance Programs 
(EAPs), 382–383

Employee Retirement Income 
Security Act, 394

Employees: changing job 
expectations by, 568–569; 
characteristics infl uencing 
informal learning, 173–177; 
counterproductive work behavior 
(CWB) by, 360–398, 604–610; 
diminishing loyalty of, 569; 
discipline of, 380–392; hiring 
practices for, 293, 479, 480; 
individual development plans 
(IDPs) for, 18, 548; informal 
learning best practices for, 187–191; 
legal issues related to disabilities 
and civil rights of, 320–321; 
mental health of, 382, 508–509; 
performance management for 
guiding behavior of, 570–571; 
performance management, work, 
and characteristics of, 177–180; 
shrinking number of qualifi ed, 
568; substance abuse by, 365–366; 
telecommuting, 451–452, 466, 564; 
termination of, 392–397; valuation 
of work behavior by, 491–519. 
See also Behavior; Development; 

Forced rankings; Individual levels; 
International employees

Employer loyalty, 569
Employment at-will doctrine, 

393–394
Enron scandal, 101, 236, 412, 581
ENSR, 23
Error management, 101–102
Error management training (EMT), 

591
Ethical issues: corporate scandals 

related to, 101, 236, 412, 581–582; 
performance management 
emphasis of values and, 581–582; 
performance management systems 
and, 34. See also Values

Evaluation. See CEO evaluations; 
Performance assessment

Executive Club (Chicago), 49
Executive coaching, 594–596
External coaches: issues related to 

working with, 135–136; steps taken 
by, 136–149

External coaching: step 1. select 
the right coach for the need, 
136–138; step 2. engage the right 
team to support development, 
138–139; step 3. manage the pool 
of coaches, 139–140; step 4. design 
a clear coaching process, 140–141; 
step 5. market and promote 
coaching, 141–142; step 6. measure 
the impact, 142–143; step 7. tailor 
coaching to your organization’s 
culture and values, 143–145; 
step 8. differentiate internal and 
external ww roles/equip internal 
coaches, 145–146; step 9: align 
coaching with business needs and 
talent strategy, 146–147; step 10. 
integrate coaching into your talent 
management system, 147–148; step 
11. measure organizational impact 
to improve coaching, 148–149

Exxon Valdez disaster, 101
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F
Fair Labor Standards Act (1938), 394
Fairness: counterproductive 

behaviors and sense of, 
369–371; cultural differences 
and perceptions of, 32; forced 
rankings, 416–425e; perceptions 
of discipline, 386; performance 
appraisal raters and, 597–598

Faragher v. City of Boca Raton, 383
Federal Express (FedEx), 46, 49
Feedback: connecting specifi c task to, 

589–590; contextual performance 
management, 316–318, 322; as 
counterproductive work behavior 
response, 375–379; FORTX CEO 
performance management, 239–240, 
255–257; goals attainment and 
role of, 61–62, 106–107; individual 
willingness for, 546; mentoring, 
317–318; multi-source, 590–591; as 
organizational precursor assessment 
point, 532, 533t, 535; performance 
framing and understanding 
of, 496–497; as performance 
management best practice, 
589–591, 611t ; value of coaching, 
124–125. See also Communication; 
360-degree feedback

Feedback coaches, 137–138
The Fifth Discipline (Senge), 157
Financial Times, 412
Flat organizational structure, 565
Flexible work schedules, 564–565
FMI Corporation, 5
Forbes magazine, 338
Forced distributions, 599–600
Forced Ranking (Grote), 413
Forced rankings: BARS (behaviorally 

anchored rating scales) for, 413; 
BOS (behavioral observation 
scales) for, 413; defi ning, 
413–415, 416; employee morale 
and, 431–435, 436e ; fairness and 
accuracy issues of, 416–425e ; 

forced or fi xed distribution 
methods of, 414; increasing 
interest in, 411–413, 597; legal 
considerations of, 435–437, 438e ; 
performance improvement and, 
425–431; rating distribution 
examples, 415t ; system design of, 
437–439; system implementation, 
439–440. See also Employees; 
Performance assessment; Ratings 
of performance

Ford, 412, 415t, 437
Fortune magazine, 412
Fortune’s Most Admired Companies, 

246–247
FORTX CEO performance 

management: assessment in, 260; 
board of directors compensation, 
264; board of directors effectiveness, 
263; CEO appraisal during, 
240–241, 253–255, 257, 259; CEO 
compensation, 241–243, 244–249; 
Company Scorecard, 238–239e ; 
comparing other systems to, 
251–254; factors shaping the, 237–238; 
feedback on, 239–240, 255–257

“ Free riding,” 600
Frito Lay, 382
From Worst to Firsts (Bethune), 70
Front-line worker best practices, 

187–191

G
GAPS Grid: description of, 119, 

127; representative questions of, 
128t –129t

Gartner MarketScope report (2007), 
477, 481

Gender differences: earnings-
education level differentials and, 
160t –161; perceptions of discipline 
fairness and, 386

General Electric (GE), 54, 60, 75, 76, 
79, 81, 82, 93, 101, 382, 412, 414, 
415t, 417
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General Mills, 18
Gillette, 79, 80
Global business trend, 566
Global Crossings scandal, 236
Goal Commitment Scale, 91e
Goal orientation (GO), 504–506, 

509, 511
Goal-setting theory: on goal 

commitment, 90–98; on goal 
framing, 100–102; on self-effi cacy 
and commitment, 95–98; on task 
complexity, 98–100

Goals commitment: incentives for, 
91–95; self-effi cacy and, 95–98; 
studies on impact of, 90–91

Goals/goal-setting: acceptance/
passion for vision, strategy, and, 
57–58; alignment of brand, 
customer, values, and, 48fi g ; 
best practices for, 586–588, 
611t ; cascading the, 70; CEO 
performance management, 238–239e ; 
clarity of roles/requirements 
supporting strategic, 58–60; 
feedback role in attaining, 61–62, 
106–107; framing, 100–102; GAPS 
Grid framework for conversations 
about, 127, 128t ; importance of, 
91–95; management by objectives 
(MBO) incorporation of, 588–589; 
motivating employees to achieve 
organizational, 571–573; suffi cient 
capabilities to deliver behaviors 
needed to reach, 60–61; task 
complexity and achieving, 98–100; 
team, 102–106; timely feedback 
on attaining, 61–62; translation of 
vision and strategy into, 56–57

Gondolieri guild (City of Venice), 
31–32

Goodyear, 412, 437
Google Apps, 461fi g
Government Performance and 

Results Act, 35
Green Giant, 18
GROW model, 122–123

H
Hay Group attitude survey (2002), 

432
Henson v. City of Dundee, 362
Hewlett-Packard, 412, 432
Hiring practices: ATS (applicant 

tracking systems) used for, 479, 
480; multi-national companies’ use 
of realistic job previews, 293

Home Depot, 49
Honeywell, 75
Hostile workplace, 368–369
Hotelling, 564
Human capital, 159–162
Human Capital (Becker), 162
Human resource information 

technology (HRIT) systems: best 
practice recommendations for, 
484e ; case study on enterprise-
wide, 468e – 470e ; performance 
management processes and related 
components of, 459–468. See also 
Technology

Human resource management 
(HRM): organizational 
maintenance assessing, 9; 
performance management focus 
of, 37–38; positive discipline 
approach by, 380–382; research 
gap between academic I/O 
psychology and, 2–4. See also 
Management

Human Resource Planning Society 
(HRPS), 74

Human resources (HR): external 
coaches and role of, 135–149; 
internal coaches and role of, 
133–135; multi-national companies 
hiring of local personnel for, 291; 
SHRM survey (2005) on forced 
ranking practice, 411–412

I
Idaho Power, 37
IM (instant messaging), 456
In-depth coaching, 141
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Incivility, 360–361
Inclusiveness, 33
Individual development plans 

(IDPs), 18, 548
Individual levels: aligning goals 

of organizations and, 586–588; 
formal growth opportunities 
at, 535–536; implementing 
performance management system 
at, 541–542; individual precursors 
of performance management, 
534t, 543–548; performance 
management system evaluation at, 
548–549. See also Employees

Individual precursors: assessments of, 
542, 551–552; confronting change, 
545; developmental orientation, 
546–548; individual development 
plans (IDPs) as, 18, 548; list 
of, 534t ; necessity as, 544–545; 
willingness for feedback, 546

Informal learning: best practices in 
performance management and, 
180–191; “big fi ve” personality 
dimensions and, 173–174; 
description and examples of, 
163–166; development 
planning and, 191; examining 
performance management role 
of, 157–159; human capital 
increased through, 159–162; 
incidence of informal training 
and, 166–167; methodological 
issues associated with, 168–170; 
worker characteristics infl uencing, 
173–177; workplace characteristics 
enhancing, 170–173. See also 
Learning; On-the-job training; 
Training

Information overload, 471
Injustice issues: counterproductive 

behaviors and, 369–371; 
termination process and, 395–396

Insight coaches, 138
Insights: best coaching practices for, 

132t ; best practices for building 

culture of coaching, 150t ; 
coaching behaviors facilitating, 
124; on coaching business need, 
137; comparing performance 
management and development 
coaching on, 130–131t ; 
Development Pipeline framework 
on, 118–119; during fi rst stage 
of change, 121–122; manager-
coaches best practices, 132t. See also 
Coaching; Perceptions

Interactional justice, 371, 378, 
395–396

Internal coaches: differentiate roles 
of external and, 145–146; human 
resources working with, 133–135

Internal Revenue Service (IRS), 391
International employees: national 

cultural differences of, 274–285, 
294, 302–303; national cultural 
dimensions of, 274–285; 
performance management 
effectiveness and, 578–579. See 
also Employees; Multi-national 
companies (MNCs)

I/O psychology performance: 
expanding the view of traditional, 
1–2; research focus on assessment, 
22–23; research gap between HRM 
and industrial, 2–4

J
Jack in the Box, 50
Jewelers Mutual Insurance Company, 

49
Job Adaptability Inventory (JAI), 174
Job analysis: additional categories 

included in, 184t ; contextual 
performance component of, 
300, 320–321; front-line workers 
and, 187–191; human resources 
management practices based 
on, 320; manager best practices 
for, 181, 184–186; work activities 
included in, 182t –183t. See also 
Work activities
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Job dissatisfaction, 371–372
Job performance. See Performance
Job sharing, 565
Job tasks: Air traffi c controller 

(ATC), 99; changing defi nitions 
of, 563–564; changing employee 
expectations related to, 568–569; 
connecting feedback to specifi c, 
589–590; goal-setting theory on 
complexity of, 98–100

Journal of Applied Psychology ( JAP), 3
J.P. Morgan, 319
“Just cause” standard, 393
Justice: distributive, 369–370, 

395–396, 421–422; interactional, 
371, 378, 395–396; procedural, 
370–371, 395–396, 421, 495–496, 
497; termination and related issues 
of, 395–396

K
Key Bank of Utah, 13e
KFC, 92
KLA-Tencor Corporation, 18
Kmart Corp., 7
Kraft Foods Inc., 244
KSAs (knowledge, skills, and 

attitudes): contextual performance 
and required, 300; front-line 
worker, 188t –191; identifying team 
performance, 28; performance 
planning consideration of, 16; 
performance renewal and 
recontracting for, 25–26; 
technological means to identify, 
460. See also Abilities

L
Leader member exchange (LMX): 

high quality social exchange 
during, 510–514; performance 
negotiation and, 499–501; 
response to discipline related 
to, 387; theory of, 304. See also 
Managers; Supervisors

Leadership: as contextual 
performance antecedent, 303–305; 
performance management role 
modeling by, 79; servant, 305; 
toxic, 367–368

Leadership capacity: description of 
team, 201; team performance best 
practices, 203t –205t, 213–218

Learning: defi nition of, 330; 
evaluating training at levels of 
reaction and, 540–543; how 
performance management 
affects, 340–341, 344–346, 348; 
how performance management 
is linked to, 339; metacognition 
role in, 175–176; moderately 
structured, 164–165t, 166; self-
effi cacy role in, 174, 176–177, 
587; structured, 164, 165t; 
transformative, 345; unstructured, 
164, 165t. See also Informal 
learning; Training; Transfer 
of learning

Learning culture: adaptive, 
generative, and transformational 
nature of, 334–336; focus of, 
336–337; how performance 
management affects, 340; “living 
systems” metaphor for, 333–334; 
processes and outcomes for 
learning, 353–354, 355–356; 
readiness for learning in, 335, 355; 
triggers for learning in, 352–353, 
354. See also PRSII (PayRoll 
Services International, Inc.) case 
study

Learning management system 
(LMS), 480

Learning partners, 138
Learning theory, 380
Legal cases: Burlington Industries 

v. Ellerth, 383; Faragher v. City of 
Boca Raton, 383; Henson v. City of 
Dundee, 362; Meritor Savings Bank v. 
Vinson, 362
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Legal issues: age discrimination and, 
435–437; contextual performance 
management, 320–321; forced 
rankings, 435–437, 438e ; related 
to civil rights and employees 
with disabilities, 320–321; RFOA 
(reasonable factors other than 
age), 436–437; termination and 
related, 392–397

Legislation: Age Discrimination in 
Employment Act (ADEA), 435–437; 
Americans with Disabilities Act, 
320, 321, 365–366, 435; Civil 
Rights Act Title VII (1964), 320, 
362; Civil Rights Act Title VII 
(1991), 435; Civil Service Reform 
Act, 394; Employee Retirement 
Income Security Act, 394; Fair 
Labor Standards Act (1938), 394; 
governing CEO compensation, 
236, 237; Government 
Performance and Results Act, 
35; National Labor Relations Act, 
388–389, 394; Occupational Safety 
and Health Act, 394; Sarbanes-
Oxley Act (SOX), 236, 394, 581; 
Whistleblower Protection Act, 394

LifeCare Inc., 51
LinkedIn, 463
Lockheed Martin Corporation, 20–21
Loyalty issue, 569

M
Management: fl at organizational 

structure removing, 565; matrix, 
565–566. See also Human resource 
management (HRM)

Management by objectives (MBO), 
588

Management capacity: description of 
team, 201; team performance best 
practices for, 206t –207t, 218–222

Managers: best coaching practices 
for, 132t –133t ; best practices for 
informal learning by, 181–187; 

Development Pipeline coaching 
role of, 120–127; discipline 
measures by, 380–397; negative 
feedback provided by, 375–379. 
See also Leader member 
exchange (LMX); Performance 
management; Supervisors

MarketScope for Employee Performance 
Management Software (Gartner 
report, 2007), 477, 481

Martin Marietta Corporation, 20
Matrix management, 565–566
McDonald’s Corporation, 244
MCIWorldCom, 461
McKinsey & Company, 315
Mental health: psychological well-being 

(PWB) and, 508–509; work behavior 
problems related to, 382

Mentoring, 317–318
Mercer Delta Consulting, 264
Merck & Company, Inc., 49
Meritor Savings Bank v. Vinson, 362
Merrill Lynch, 248
Metacognition, 175–176
Metrus Group, 50, 52, 54, 57, 64, 78
Microsoft, 76, 437
Microsoft Offi ce Live Workspace, 

461, 462fi g
Miscommunication challenges, 

474–475
Mixed standard scales, 597
Moderately structured learning, 

164–165t, 166
Monetary incentives, 95
Monitoring: EPM (electronic 

performance monitoring), 
449–451; performance assessment 
information through EMP, 463–464; 
performance execution using 
EPM, 462–463

Motivation: best coaching practices 
for, 132t ; best practices for 
building culture of coaching, 150t ; 
on coaching business need, 137; 
comparing performance 
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Motivation (continued )
 management and development 

coaching on, 130–131t ; 
Development Pipeline framework 
component of, 119; of employees 
to achieve organizational goals, 
571–573; goals commitment, 
91–95; OCB optimization by work, 
498; rewards used for, 73–74; three 
types of choice behaviors, 21

Multi-media communication modes, 
566

Multi-national companies 
(MNCs): challenges facing, 
273–274; cultural dimensions 
and implications for, 274–285; 
distinction of global and 
international, 272–273; 
performance management and 
role of organizational culture 
of, 285–287; performance 
management interview 
protocol for, 288e ; performance 
management recommendations 
for practice, 287–294; role of 
national culture in, 271. See 
also GLOBE (Project Global 
Leadership and Organizational 
Behavior Effectiveness Research 
Program); International 
employees

Multi-national companies 
recommended practices: 1. impart 
strong organizational performance 
amangement culture, 287–289; 
2. develop an organizational theory 
of performance, 289–290; 3. do 
your homework, 290; 4. translate 
meaning, not just words, 290–291; 
5. hire local HR personnel, 291; 
6. use the same system but allow 
fl exibility, 291–292; 7. train all 
users, 292–293; 8. use extensive 
realistic job previews when 
hiring, 293; 9. use international 
representation of leaders, 293–294; 

10. consider culture’s infl uences 
on performance management 
activities, 294; 11. don’t blame 
everything on culture, 294

Multi-source feedback, 590–591
Multi-team membership (MTM): 

description of, 223–224; 
performance management best 
practices for, 224–225

N
National cultural differences: 

caution against blaming all 
failures on, 294; as contextual 
performance antecedent, 302–303; 
counterproductive work behavior 
and consideration of, 607–610; 
fairness perceptions and, 32–33; 
limitations of comparing, 284–285; 
performance management 
accommodating, 578–579; 
performance management best 
practices for, 607–610, 613t ; 
Project GLOBAL research on 
implications of, 274–285. See also 
Culture; Organizational culture

National cultural dimensions: 
assertiveness (A), 276t, 280–281; 
future orientation (FO), 275t, 279; 
gender egalitarianism (GE), 275t, 
279–280; humane orientation 
(HO), 277t, 283; individualism (I) 
and collectivism (G), 276t, 
281–282; limitations of comparing 
cultural value differences, 
284–285; performance orientation 
(PO), 275t, 278–279; power 
distance (PD), 276t, 282–283; 
Project GLOBAL research on 
multi-national companies on, 
274–285; uncertainty avoidance 
(UA), 277t, 284

National Institute for Occupational 
Safety and Health (NIOSH), 361

National Labor Relations Act, 
388–389, 394
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Negative feedback: avoiding 
redundant, 378–379; 
constructive, 376–379; corrective, 
375–376

Negligent retention doctrine, 392
The New Workforce (American 

Management Association), 562
New York Life, 49
The New York Times, 412
The New Yorker, 427
Non-work corporate expectations, 

582
Nordstrom, 58
NYSE (New York Stock Exchange), 

243, 244

O
Observation: EPM (electronic 

performance monitoring) for, 
449–451, 462–464; of informal 
learning, 168

Occupational Safety and Health Act, 
394

On-the-job training, 157–159. See also 
Informal learning

Openness, 33
Organization citizenship behavior 

(OCB): affective outcomes of, 
308–309; career development and, 
318–319; conscientiousness and, 510; 
contextual performance and, 298fi g, 
301t ; description and dimensions 
of, 299–300; individual performance 
and, 307; Leader-Member-Exchange 
theory on, 304, 387, 499–501, 
510–514; mentoring infl uence on, 
317–318; optimized through work 
motivation, 498; organizational 
and group-level outcomes of, 
306–307; performance management 
emphasis on, 582; procedural 
justice relationship to, 497. See also 
Contextual performance

Organizational climate, 372–373
Organizational context: best 

coaching practices for, 133t ; best 

practices for building culture of 
coaching, 150t ; Development 
Pipeline framework and, 120

Organizational culture: alignment 
and impact of, 64–66; building a 
coaching and development, 149–151t ; 
as contextual performance 
antecendent, 303; multi-national 
companies performance 
management and role of, 285–287; 
performance negotiation 
component of, 494–498; tailoring 
coaching to, 143–145; that evoke 
self-accountability, 80; WD-40 
Company corporate values and, 
65–66. See also Culture; National 
cultural differences

Organizational maintenance 
technology, 457–458

Organizational precursors: 
accountability as, 533t, 536–537; 
compensation system as, 533t, 
537–538; description of, 531e ; 
feedback environment as, 532, 
533t, 535; formal individual growth 
opportunities as, 533t, 535–536; 
OPS (organizational precursor 
scales) established for, 528, 530; 
organizational alignment as, 532, 
533t ; Palisades Inc. example of 
assessing, 538–539, 550; training 
as, 539–540

Organizations: aligning goals of 
individual and, 586–588; business 
needs of, 117, 125–126, 136–138, 
146–147; changing trends of, 563–570; 
fl at organizational structure used by, 
565. See also Workplace

Outsourcing, 564
Overexposure to technology, 472

P
Paid leave discipline, 381
Palisades Inc. assessment case study: 

assessing individual precursors at, 
543–548, 551–553; assessing 

bindsub.indd   657bindsub.indd   657 7/1/09   11:15:50 AM7/1/09   11:15:50 AM



658  Subject Index

Palisades Inc.(continued )
 organizational precursors of, 

528, 530, 532–540; evaluation 
at individual and department 
levels, 548–549; performance 
management model of, 528, 
529fi g ; timeline performance 
management model assessment, 
530fi g ; training evaluation at 
reaction and learning levels at, 
540–543

Passive production deviance, 363
Pay for performance: advantages 

and disadvantages of, 600–602; 
description of, 8; research on, 
602–604. See also Contingent pay 
(CP) plans

PepsiCo, 75, 92, 412
Perceptions: comparing performance 

management and development 
coaching on, 130–131t ; description 
of, 127; GAPS Grid framework for 
conversations about, 129t. See also 
Insights

Performance: authentic, 494fi g –519; 
defi nition of, 585–586; Employee 
Assistance Programs (EAPs) to 
facilitate, 382–383; psychological 
well-being infl uencing, 508–509; 
self-management training to 
improve, 379–383; time orientation 
and, 506–508; valuation of work 
behavior and, 491–494. See also 
Development; Performance 
negotiation

Performance assessment: cognitive 
approaches to rater based, 
597–598; contextual performance 
appraisal for, 309–312t ; enterprise-
wide performance management 
system case study on, 469; 
failures in, 78; incompatibility 
of development versus, 340; 
performance management best 
practices for, 596–598, 612t ; as 
performance management focus, 

339; performance review/appraisal 
meetings on, 23–25; self-appraisals 
used in, 22; taking ownership of 
the, 22–23; technology-related 
best practices for, 447e–448e. See 
also Assessment; Forced rankings; 
Performance review

Performance dashboards, 103
Performance distribution 

assessment, 597
Performance execution: best 

practices recommendations for 
technology, 447e ; enterprise-wide 
performance management system 
case study on, 469e ; overview of, 
19–22; technological enhancement 
of, 463–465

Performance framework: job analysis, 
185t ; performance management 
process supported by, 186–187. 
See also Performance management 
model assessment points

Performance improvement: forced 
rankings impact on, 425–428; goal 
orientation (GO) for, 504–506, 
509, 511; research perspective of 
forced rankings and, 428–431; 
strategic considerations for 
forced ranking and, 431e ; 
technology-related best practices 
for, 447e, 448e

Performance management: 
CEO, 233–267; of coach pool, 
139–140; description of, 4–6, 
446; examining the future of, 
555–583, 610; an expanded view 
of, 1–2; how learning is affected 
by, 340–341, 344–346, 348; how 
learning is linked to, 339; impetus 
for changing, 556t –561t ; issues 
to consider regarding teams, 
26–29; on-the-job and information 
development in, 157–159; 
performance appraisal versus, 
74–75; performance management 
systems distinguished from, 
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446, 449; process of, 12fi g –26; 
requirements of effective, 
570–582; of teams in complex 
settings, 197–226; telecommuting 
employees and, 451–452, 466, 
564; work, worker characteristics, 
and, 177–180. See also Contextual 
performance management; 
Managers; Performance 
management systems

Performance management best 
practices: coaching as, 592–596, 
612t ; cultural factors and, 607–610, 
613t ; employee development as, 
591–596; feedback as, 589–591, 
611t ; forced distributions as, 
599–600; goal-setting as, 586–588, 
611t ; in informal learning and 
performance management, 
180–191; multi-team membership, 
224–225; performance assessment 
and evaluation as, 35–37, 596–598, 
612t ; pilot-testing as, 34–35; 
rewarding performance as, 600–604, 
613t ; for successful systems, 29–37; 
for teams, 202t –223, 605–606, 613t ; 
for technology, 447e – 448e, 459–470, 
481–482e, 613t. See also specifi c 
practice

Performance management 
effectiveness: emphasis of 
corporate values and ethical 
behavior, 581–582; guiding 
behavior of employees for, 
570–571; incorporating 
non-work expectations and 
standards of success, 582; for 
international workforce, 578–579; 
motivating employees to achieve 
organizational goals, 571–573; 
for off-site employees, 575–581; 
processes need to incorporate 
technological tools, 573–575

Performance management 
model assessment points: 
1. organizational precursor scale 

(OPS), 528; 2. training evaluation 
at reaction and learning levels, 
540–543; 3. individual precursors, 
time 1, 543–548; 4. evaluation 
at individual and department 
levels, 548–549; 5. organizational 
precursors, time 2, 549–550; 6. 
individual precursors, time 2, 
551–553; determining needed 
changes for system process, 553; 
glossary of the, 531e; overview 
of model, 528, 529fi g ; sequence 
of, 532fi g ; timeline for Palisades 
Inc., 530fi g. See also Performance 
framework

Performance management process: 
stage 1: prerequisites overview, 
12–14; stage 2: performance 
planning overview, 14–19; stage 3: 
performance execution overview, 
19–22; stage 4: performance 
assessment overview, 22–23; stage 5: 
performance review overview, 
23–25; stage 6: performance 
renewal and recontracting 
overview, 25–26. See also specifi c 
process; Succession planning

Performance management purposes: 
administrative, 6e, 8; communication, 
6e, 9; developmental, 6e, 
9, 339; documentation, 6e, 
9–10; maximizing the, 11–12; 
organizational maintenance, 6e, 
9; strategic, 6e, 7–8. See also specifi c 
purpose

Performance management 
system implementation: change 
management strategies for, 
477–478; decisions whether to 
buy or build, 476–477; keeping 
integration in mind for, 479–481; 
remember that content is king for, 
478–479

Performance management systems: 
alignment and, 46–64; assessing, 
528–553; core elements of 
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Performance management systems: 
(continued )

 successful, 79–81; cultural fairness 
perception and, 32–33; description 
of, 4–6, 446, 449; Development 
Pipeline framework compared 
to, 118–120, 127–133; failures 
of, 74–79; implementation of, 
476–481; multi-national companies 
and use of, 271–295; performance 
management distinguished from, 
446, 449; two primary reasons for, 
339–3340. See also Performance 
management

Performance negotiation: 
authentic performance steps to 
valuation, 512–514; critical socio-
psychological enablers component 
of, 498–504; high quality of social 
exchange in, 510–512; individual 
difference antecedents component 
of, 504–510; organizational culture 
component of, 494–498; systemic 
model for, 494fi g ; venture capital 
case study of, 514–519. See also 
Performance

Performance planning: best practices 
recommendations for technology, 
447e ; enterprise-wide performance 
management system case study 
on, 468e – 469e ; overview of, 
14–19; performance negotiation 
for, 494fi g –519; technological 
enhancement of, 460–462

Performance renewal/recontracting: 
best practices recommendations 
for technology, 448e ; enterprise-
wide performance management 
system case study on, 470e ; 
overview of, 25–26; technological 
enhancement of, 466–467

Performance review: best practices 
recommendations for technology, 
448e; conduct and preparation 
guidelines for, 510–514; enterprise-
wide performance management 

system case study on, 469e; purpose 
of, 23–24; six recommendations 
for conducting, 25; technological 
enhancement of, 465–466. See also 
Performance assessment

Performance-oriented culture: best 
practices for building, 150t –151t ; 
importance of building, 149, 151

Personalities: conscientious, 510; 
informal learning and “big 
fi ve,” 173–174; performance 
“agreement” and, 509

Personnel Psychology (PPsych), 3
Phenomenology, 506
Pillsbury, 18
Pizza Hut, 92
Positive discipline, 380–382
PRD (product requirements 

document), 477
Prerequisites: best practices 

recommendations for technology, 
447e; enterprise-wide performance 
management system case study 
on, 468e; overview of, 12–14; 
technological enhancement of, 
459–460

Principal-agent model, 244–245
Procedural justice: business 

outcomes related to perceived, 
495–496; organization citizenship 
behavior (OCB) relationship to, 
497; perceived workplace fairness 
of, 370–371, 421; termination legal 
claiming and, 395–396

Procter & Gamble, 82
Productivity: contextual performance 

management enhancement of, 
306–309; norms of the group 
affecting, 368–369; performance 
negotiation for increased, 494fi g –
519; valuation of work behavior, 
491–494

Profi t sharing plans, 601
Progressive discipline, 388–391
Project GLOBE: cultural dimensions 

and implications studied by, 
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274–284; limitations with cultural 
differences comparison by, 
284–285. See also Multi-national 
companies (MNCs)

PRSII (PayRoll Services 
International, Inc.) case study: 
additions made to performance 
management system of, 344–346; 
background information on 
learning culture of, 331–337; 
current performance management 
system of, 341–344; evaluation 
progress of learning culture 
development, 349–350; future 
issues to monitor, 351; lessons 
learned from other companies, 
337–340; three-phase performance 
management process, 347–348. See 
also Learning culture

Psychological well-being (PWB), 
508–509

Public Company Accounting Reform 
and Investor Protection Act 
(Sarbanes-Oxley Act), 236, 394, 
581

Punishment. See Discipline

Q
QIAGEN Sciences, Inc., 80
Quaker Oats, 373

R
Rand Corporation,  562
Rater errors, 597, 598
Ratings of performance: appraisals 

using, 596; cognitive approaches 
to, 597–598; forced distributions 
as, 599–600; proposed solutions to 
problems associated with, 598. 
See also Forced rankings

Real-world practice: best coaching 
practices for, 133t ; best practices 
for building culture of coaching, 
150t

Respect, 378

Reward systems: for contextual 
performance behavior, 313–316; 
contingent pay (CP) plans, 8; 
pay for performance, 8, 600–604; 
performance management 
best practices for, 600–604, 613t ; 
performance management role 
of, 73–74; potential downsides of, 
600–601; profi t sharing plans as, 
601. See also CEO compensation

ROCI (high return on capital 
invested), 68, 69fi g

Role modeling: leadership 
performance management, 79; 
self-effi cacy and, 96

RSM McGladrey, 78

S
Sabotage, 363, 372
Sarbanes-Oxley Act (SOX), 236, 

394, 581
Sears Holdings Corporation, 7
Sears, Roebuck & Company, 7, 8
SEC (securities and Exchange 

Commission), 244
SELCO Credit Union (Oregon), 11
Self-appraisals, 22
Self-effi cacy: defi nition of, 587; 

enhancement of, 587–588; forced 
rankings impact on, 432–433; 
goal commitment predicted by, 
95–97; informal learning and 
role of, 174, 176–177; insulating, 
97–98; metacognition activities as 
increasing, 177; self-management 
training and, 379–383, 592

Self-management training: actions 
for implementing, 379–380; 
Employee Assistance Programs 
(EAPs) for, 382–383; positive 
discipline and, 380–382; self-
effi cacy enhanced through, 
379–383, 592; value of, 379

Senge, P., 157
Servant leadership concept, 305
720-degree feedback system, 19
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Sexual harassment, 362, 372–373, 
383

Shared electronic workspaces, 
461fi g –462fi g

Singapore Airlines, 67
Situational constraints, 372
Six Seconds Institute for 

Organizational Performance, 49
60 Minutes (TV show), 83
SmithBucklin, 54, 56, 58, 64, 79, 81
“Social loafi ng,” 600
Society for Human Resource 

Management (SHRM), 411, 562, 
568

Southwest Airlines, 46, 67
Southwestern Energy Company, 244
Springfi eld Remanufacturing, 83
Sprint, 437
Starbucks, 82
State Street Corporation, 244
Strategy: acceptance/passion 

for goals, vision, and, 57–58; 
airline examples of getting 
results from, 66fi g–74; clarity of 
roles/requirements supporting, 
58–60; clear and agreed-on 
vision and, 55–56; forced ranking 
and morale considerations for, 
436e; forced ranking fairness 
and accuracy considerations 
for, 424e–425e; forced rankings 
and legal considerations for, 
438e; performance management 
technology related to, 453–454; 
translation into goals, 56–57

Strategy maps, 586–587
Structured learning, 164, 165t
Substance abuse: counterproductive 

behaviors due to, 365–366; 
Employee Assistance Programs 
(EAPs) to help with, 382–383; 
negligent retention doctrine in 
case of, 392

Success factors: description of, 
127, 130; GAPS Grid framework 
for conversations about, 129t ; 

performance management 
effectiveness and emphasis of, 582

Succession planning: enterprise-wide 
performance management system 
case study on, 470e; technology-
related best practices for, 448e, 
467–468. See also Performance 
management process

Sun-Micro Systems, 412, 415t
Supervisors: changing trends 

in supervision by, 569–570; 
counterproductive work behavior 
and relationship with, 367–368; 
discipline measures by, 380–397; 
negative feedback provided by, 
375–379; performance execution 
documentation kept by, 20. See also 
Leader member exchange (LMX); 
Managers

Systemic Model for Performance 
Negotiation: critical socio-
psychological enables, 498–504; 
illustration of, 494fi g ; individual 
difference antecedents, 504–510; 
organization culture role in, 
494–498

T
Taco Bell, 92
“The Talent Myth” (Gladwell), 

427–428
Talent strategy: aligning coaching 

with, 146–147; integrating 
coaching into management and, 
147–148

Task complexity, 98–100
Team effi cacy, 104
Team goals: issues to consider for, 

102–103; participation in setting, 
104–106; team effi cacy and, 104

Team performance management 
(TPM): adaptive capacity and, 200, 
201–203t, 210–213; best practices 
for, 613t; description of, 199–200; 
facets of, 200–201; leadership 
capacity and, 201, 203t –205t, 
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213–218; management capacity 
and, 201, 206t –207t, 218–222; 
multi-team membership and, 
223–225; technical capacity and, 
201, 208t –209t, 222–223

Teams: challenge of communication 
with individual members of, 571; 
defi nition and components of, 
198–199; development process 
support by the right coaching, 
138–139; goals of, 102–106; KSAs 
identifi ed for, 28; performance 
management best practices 
for, 202t –223, 605–606, 613t ; 
performance management 
specifi c to, 26–29; six guiding 
principles for, 27–28; trend toward 
geographically dispersed, 563

Technical capacity: description of 
team, 210; team performance best 
practices for, 208t –209t, 222–223

Technological challenges: 
information overload, 471; 
miscommunication, 474–475; 
over-reliance on automation, 
473–474; overexposure, 472; 
technology literacy, 475–476; time 
requirements, 472–473

Technological time requirements, 
472–473

Technology: administration 
purpose of, 454–455; automated 
performance management system, 
476–481, 484e; developmental 
purposes and use of, 457; 
documentation and related, 
458–459; electronic performance 
monitoring (EPM), 449–451; 
IM (instant messaging), 456; 
informational purpose of, 455–456; 
new changes and trends in use 
of, 566–567; organizational 
maintenance, 457–458; 
performance management and 
telecommuting employees, 
451–452, 466, 564; performance 

management best practices for, 
447e–448e, 459–470, 481–482e, 
613t ; performance management 
challenges related to, 470–476, 
483; performance management 
processes incorporating tools 
of, 573–575; strategic use of, 
453–454. See also Human resource 
information technology (HRIT) 
systems

Technology literacy, 475–476
Telecommuting employees, 451–452, 

466, 564
Termination: “just cause” standard 

of, 393; legal parameters of, 
393–394; making the decision 
for, 392–393; negligent retention 
doctrine and, 392; process 
considerations, 394–396; 
recommendations on, 397

Texas Mental Health Department, 
382

Theft, 363, 372
360-degree feedback: 

coach-facilitated, 140, 595; 
contextual performance 
management use of, 322; 
evaluation of reaction and 
learning levels of, 542–543; 
implementing system of, 19. 
See also Feedback

Time frame: comparing performance 
management and development 
coaching on, 130–131t ; 
technological challenges related 
to, 472–473; time orientation of 
experience, 506–508

Time magazine, 412
Title VII (Civil Rights Act) [1964], 

362, 435
Title VII (Civil Rights Act) [1991], 

435
“Totem pole,” 414
Towers Perrin-ISR’s 2007 opinion 

survey, 265
Toxic leaders, 367–368
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Training: EMT (error management 
training), 591; evaluating reaction 
and learning levels of, 540–543; 
incidence of informal, 166–167; as 
organizational precursor, 539–540; 
performance management best 
practices for development and, 
591–596, 612t ; self-management, 
379–383, 592; situational 
constraint of lack of, 372. See also 
Coaching; Development; Informal 
learning; Learning

Transfer of learning: 
recommendations for increasing, 
178–180; worker characteristics 
infl uencing, 173–177; workplace 
characteristics enhancing, 
170–173. See also Learning

Transformative learning, 345
Transnational company. See 

Multi-national companies (MNCs)
The 21st Century at Work (Rand 

Corporation), 562
Tyco scandal, 236

U
UK contingent pay (CP) plans, 8
Union Carbide, 381–382
United Airlines, 369
United States: contingent pay (CP) 

plans used in, 8; performance 
management system legislation in 
the, 34–35

Unstructured learning, 164, 165t
UPS, 46
U.S. Airways, 73–74
U.S. Department of Labor, 562
U.S. Equal Employment Opportunity 

Commission (EEOC), 362, 366
U.S. Supreme Court. See Legal cases
USA Today, 412

V
Valuation of work behavior: overview 

of, 491–494; performance 
negotiation outcome for, 494fi g –519

Values: airlines strategic value 
map, 69fi g ; alignment and, 
48fi g ; GAPS Grid framework for 
conversations about, 127, 128t ; 
motivating employee goals in line 
with organizational, 571–573; 
performance management 
emphasis of corporate, 
581–582; tailoring coaching to 
organizational, 143–145; WD-40 
Company corporate, 65–66. See also 
Ethical issues

“Vanishing performance appraisal,” 
527

Ventana Research, 56
Verizon, 313–314, 382
Videoconferencing, 466
Vinson, Meritor Savings Bank v., 362
Violence/workplace aggression, 361
Vision: acceptance/passion for goals, 

strategy, and, 57–58; clear and 
agreed-on strategy and, 55–56; 
translation into goals, 56–57

Volvo, 46, 57

W
Wal-mart, 58
Watson Wyatt, 51–52
Watson-Wyatt Worldwide Study, 432
WD-40 Company (WD-40), 46, 49, 

54, 65–66, 77, 79, 80, 81
Web conferencing, 466
Whistleblower Protection Act, 394
Whole Foods Market, 104
Withdrawal behaviors, 364
Work activities: job analysis 

and related, 182t –183t ; OCB 
optimization by motivation for, 
498; performance framework 
for analysis of, 185t. See also Job 
analysis

Worker characteristics: changing 
trends in, 567–570; infl uencing 
informal learning, 173–177; 
performance management, work, 
and, 177–180. See also Behavior; 
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Counterproductive work behavior 
(CWB)

Workforce 2000 ( Johnston and 
Packer), 568

Workplace: aggression/violence 
in the, 361; changing trends in 
the, 565–567; hostile, 368–369; 
organizational climate and, 
372–373; perceptions of fairness 
in the, 369–371; shared electronic 
workspaces, 461fi g –462fi g. See also 
Organizations

WorldCom scandal, 236, 581
Wyeth Pharmaceutical’s PRIDE 

program, 316

X
Xerox, 412

Y
YCMAD (Colgate-Palmolive), 313
Yoplait, 18
YUM! Brands, 92
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The Editors
James W. Smither is Lindback professor of human resource man-
agement at La Salle University. He teaches undergraduate and 
graduate courses in human resources management, training 
and development, and leadership skills. Previously, Dr. Smither 
was a senior manager/group leader in corporate human resources 
for AT&T, where he was responsible for developing and validat-
ing employee selection programs for management-level posi-
tions. He received his B.A. (in psychology) from La Salle and 
has an M.A. from Seton Hall University, an M.A. from Montclair 
State University, and a Ph.D. in industrial/organizational psychol-
ogy from Stevens Institute of Technology. Dr. Smither has written 
over fi fty scholarly articles and chapters; his research has been 
published in top-tier journals such as Personnel Psychology, Journal 
of Applied Psychology, and Organizational Behavior and Human 
Decision Processes. He is currently a consulting editor at the Journal 
of Applied Psychology. From 1997 to 2003, he served as associate 
editor of Personnel Psychology. He is a Fellow of the Association 
for Psychological Science and the Society for Industrial and 
Organizational Psychology. He has consulted with over fi fty fi rms 
in human resources and leadership development. He’s worked 
with companies in a variety of industries such as telecommunica-
tions, semiconductor, accounting, airline, consumer products, 
aerospace, fi nancial, packaging, casino, health care, pharmaceuti-
cal, education, and government.

Manuel London is the associate dean of the College of Business 
at the State University of New York at Stony Brook. Dr. London 
is director of the Center for Human Resource Management. He 
holds a joint appointment in the Department of Psychology. 
He is also Stony Brook’s faculty director of the Undergraduate 
College of Leadership and Service. Dr. London’s career spans 
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his professorship at major research universities—in particular, 
the University of Illinois at Champaign/Urbana from 1974 to 
1977 and Stony Brook University from 1989 to the present. 
For the twelve intervening years, he was a researcher and human 
resource practitioner at AT&T. Dr. London is a pioneer in the 
now popular fi eld of multisource (360-degree) feedback. As a 
practitioner and consultant, Dr. London has worked on pro-
gram development and publications in the areas of performance 
management, feedback, managing marginal performers, and the 
manager as coach and developer. Dr. London received the Book 
Award from the Society for Human Resource Management 
for Change Agents: New Roles and Innovation Strategies for Human 
Resource Professionals.
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Management

Performance Management
Putting Research into Action

The typical performance appraisal process puts 

the emphasis on an annual evaluation of employee 

performance. Performance management shifts the 

focus to an ongoing process that includes setting and 

aligning goals, coaching and developing employees, 

providing informal feedback, formally evaluating 

performance, and linking performance to recognition 

and rewards.

Performance Management—a volume in the SIOP 

Professional Practice Series—offers a compendium 

of the most current thinking, strategies, and best 

practices in performance management written by 

leading academics, practitioners, consultants, and 

researchers in the fi eld. The book’s seventeen chapters 

include an introduction of the concepts and issues, a 

review of theory and research, evidence-based best 

practices, dozens of illustrative examples as well as 

information on future directions, opportunities, and 

challenges.

Written for human resource managers, consultants, 

and line managers, this important resource contains 

a wealth of information for implementing an effective 

performance management system. The book includes 

information on the:

• 14 features that help defi ne a successful 

performance management system

• 7 drivers of alignment including the relationship 

between alignment and fi nancial performance

• 5 factors that affect the impact of goal setting

• 11 steps to maximize the value of external 

coaches

• CEO and board performance management 

process

The Editors

James W. Smither, Ph.D., is a consultant and scholar, 

with years of corporate HR experience. He is a 

professor in the Management Department at LaSalle 

University. A prolifi c writer, he is also the editor of the 

popular Performance Appraisal: State-of-the-Art in 

Practice (from Jossey-Bass). 

Manuel London, Ph.D., is associate dean and director 

of the Center for Human Resource Management at the 

College of Business at the State University of New York 

at Stony Brook. He also has 12 years of corporate HR 

experience.  He is the co-author with Marilyn London 

of First Time Leaders of Small Groups: How to Create 

High-Performing Committees, Task Forces, Clubs, and 

Boards from Jossey-Bass.

The Society for Industrial and Organizational 

Psychology (SIOP) is a 3,000-member Division 

within APA. The Professional Practice Series provides 

practitioners and students with guidance, insights, 

and advice on how to apply the concepts, fi ndings, 

methods, and tools from I/O psychology to solve 

human-related organizational problems.

www.josseybass.comJoin Us at
Josseybass.com

Register at www.josseybass.com/email
for more information on our publications,
authors, and to receive special offers.

ORGANIZATIONAL DEVELOPMENT

Performance Management

Smither
London
editors

• 8 dimensions of national culture that shape 

performance management processes

• Role of technology in developing and using a 

performance management system

• 6 assessment points that can be embedded in a 

comprehensive performance management system

• And much more

The contributors offer HR professionals a 

comprehensive jargon-free understanding of the most 

recent research, proven practices, and lessons learned 

on performance management.

“In this comprehensive and timely volume, Smither and London assemble 

an exceptional collection of chapters on topics spanning the entire 

performance management process. Written by leading researchers and 

practitioners in the fi eld, these chapters draw on years of research and 

offer a blueprint for implementing effective performance management 

systems in organizations. This volume is a ‘must-read’ for all those 

interested in performance management.” 

—John W. Fleenor, Ph.D., research director, Center for Creative 

Leadership 

“The quintessential tool for the scientist-practitioner working on improving 

the performance management system in their organization.”

—Sandy Lionetti, Ph.D., director, Talent Management, Leadership and 

Organizational Development, GlaxoSmithKline Consumer Healthcare

“Finally, a book that brings together the latest research fi ndings on a 

very important process that needs to be executed with the greatest 

effectiveness and effi ciency.  The information is presented in a way that 

an HR practitioner, like myself, can readily apply.”

—Gale H. Varma, executive vice president, Human Resources, Charming 

Shoppes, Inc. 

Praise for Performance Management

A new volume in the SIOP Professional Practice Series, Performance 

Management provides a comprehensive resource of the most current 

thinking, strategies, and best practices in performance management.
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