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There is an emerging shift from traditional performance appraisals to encouraging regular, 
development conversations between leaders and their staff.

by Zane Harris and Anna Waters 

Performance conversations

“In a public survey Deloitte 
conducted recently, more 
than half the executives 
(58%) believed their current 
performance management 
approach drives neither 
employee engagement nor high 
performance.”

Harvard Business Review  
(April 2015) 1

Many companies have based their 
performance appraisal process on a 
method that was developed decades 
ago. This traditional approach focuses 
on financial incentives and its end-of-
year structure mean they can only hold 
people accountable for past behaviour 
rather than current performance and 
future capability.

Given the amount of change that 
has occurred in terms of business 
needs, it’s no surprise that these rigid 
processes are frequently labelled 
as outdated 2. Instead of motivating 
better performance, organisations are 
increasingly finding that these methods 
are having the reverse effect. 

Progressive companies like Accenture, 
PwC, Adobe, Goldman Sachs, Gap, 
GE, Deloitte, IBM, Intel, and Microsoft 
have replaced their performance 
appraisal systems with more dynamic, 
flexible approaches that are person-
centred and focused on growth and 
development 2. 

The philosophy of work is much 
different than it was decades ago. 
Modern organisations are ‘flatter’ and 
increasingly becoming more complex 
and dynamic. Rigid performance 
appraisal processes are no more than 
artefacts of the traditional top-down 
organisation. These methods generally 
favour compliance and process. 
However motivation and performance 
are actually the result of a complex 
combination of human factors – with 
organisations made up of collections 
of people, not cogs in a machine, who 
need an ‘adjustment’ or a ‘tune up’ 
every now and then.

A recent Gallup review in September 
2017 of hundreds of meta-analyses 
conducted with more than 60 million 
employees, revealed that only 14% of 
employees felt inspired to improve after 
their performance appraisal and only 
20% felt motivated to perform after 
their reviews3.

The review also revealed that only 30% 
of employees felt encouraged in their 
development and involved in their goal-
setting, yet those who were involved 
were also four times more likely to be 
engaged3. 

Helping people develop their strengths 
and using them in the organisation to 
good effect is becoming a key goal of 
performance appraisals. Yet traditional 
processes tend to be evaluative, rather 
than strengths-focused, leaving all 
but the most successful employees 
considering their weaknesses. 

From performance appraisal to...

We need to transition 
performance appraisals from 
being obsessed with the 
PROCESS to being obsessed with 
our PEOPLE.
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This is largely due to early twentieth 
century traditional approaches 
assuming people are rational, logical 
beings, always able to respond to 
performance feedback and information 
in a consistent and rational way (and in 
their best interests). 

People who have delivered these 
traditional performance reviews 
know that employee reactions vary 
significantly and are often at odds with 
the feedback they are given. 

Not only is this style of performance 
review out of date – there are other 
problems. For instance, they can 
be excessively time consuming and 
expensive. A survey conducted by CEB 
reports on average managers spend up 
to 210 hours each year on performance 
reviews 4. In an organisation of 1000 
people, that could mean over $1 million 
each year spent on performance 
appraisals that may not be relevant or 
valuable.

While the traditional processes might 
meet compliance requirements, they 
don’t seem to develop employees’ 
careers or increase performance as 
originally intended.

Why are organisations making the 
shift?
Over recent years, more and more 
organisations have attempted to make 
this transition due to an increasing 
amount of evidence that suggests 
change is needed. As of late 2015, just 
over 5% of Fortune 500 companies had 
scrapped their traditional reviews 5, and 
in 2016 CEB found that almost half of 
Fortune 1000 companies have at least 
considered changing their appraisal 
system 6.

In a poll conducted by Achievers, 
98% of employees thought that 
annual performance reviews were 
unnecessary (respondents included 
645 HR managers, 232 CEOs and 1800 
other employees)7. It was believed 
that one of the main reasons for this 
was the perceived lack of effort given 
by managers during the performance 
review process7.

The Society for Human Resource 
Management published survey findings 
that indicated 45% of HR leaders 
did not think annual performance 
reviews were an accurate appraisal of 
an employees’ work8. This was also 
reflected by Gallup, who reported that 
only 29% of employees themselves felt 
that the appraisal process was fair, with 
only 26% of employees reporting that it 
was accurate3. 

Challenging old beliefs – from 
assessment to conversation
Concerns about the contribution of 
ratings-based performance reviews 
started more than 50 years ago: 

“The aim of reviewing the 
subordinate´s performance is to 
increase his effectiveness, not to 
punish him. But apart from those few 
employees who receive the highest 
possible ratings, performance review 
interviews, as a rule, are seriously 
deflating to the employee´s sense of 
worth. . .” 

Harvard Business Review  
(July 1959)

Leading organisations have discovered 
that regular conversations about 
performance can be far more effective 
than scheduling a single year-end 
review.

Rather than formally assessing what 
has happened in the past and setting 
annual goals, these more frequent 
conversations can bring clarity for 
both parties and provide the type of 
continuous feedback and coaching that 
drives engagement and performance.

Performance appraisals seem to be a 
consistent pain point for individuals, 
managers and organisations. There’s a 
few reasons why there’s so much angst 
involved in the process:

 » Legacy issues: There is stigma 
around performance appraisals 
for a number of reasons, 
including past experience with 
performance appraisals being 
used to ‘pin people’, and the 
limited developmental value of the 
traditional approach.

 » The forms, processes and policies: 
The performance appraisal forms 
themselves are long, complicated 
and people generally find them 
tedious. The policies surrounding 
the process are usually lengthy and 
compliance-focused.

 » Sensitivity to feedback: Giving 
and receiving feedback on 
performance is extremely personal, 
and can threaten a person’s sense 
of belonging – a fundamental 
need when working in a team 
environment.

 » Subjectivity of ratings: Performance 
ratings can be subjective or 
relationally driven. While extensive 
policies around conducting 
performance appraisals attempt 
to mitigate this, they leave a lot of 
room for interpretation regarding 
what constitutes behavioural and/
or task output.

From performance appraisal 
to performance conversations

An article published in the Journal 
of Applied Psychology revealed that 
62% of variance in performance 
ratings is due to the perceptions 
of the rater, and only 21% is due to 
actual performance.

This finding highlights the need 
for consistent and objective 
performance standards.
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shift needed. The redesign of 
traditional performance appraisal 
processes requires a significant 
change of culture and mindset 
and commitment from all layers of 
leadership within an organisation. 

4. Train your managers: 
Managers need to be trained to 
provide effective feedback and 
have meaningful conversations 
on a regular, ongoing basis. This 
can also involve training people 
to effectively manage their 
own emotions during difficult 
conversations.

5. Underpin with an evidence-based 
framework: 
To ensure these conversations 
are rigorous, unbiased and as 
objective as possible, performance 
appraisal processes need to be 
underpinned by a framework that 
clearly outlines the performance 
expectations (such as the 
Leadership Pipeline).

Making the shift from traditional 
performance appraisals can be 
optimised by navigating and integrating 
these five elements. Although some 
organisations have been unsuccessful 
in transitioning their performance 
appraisal systems, companies that were 
successful in making the shift, such as 
Microsoft , Adobe, Accenture and GE, 
suggested that the richest results were 
due to a continued focus on outcomes 
and future and not on labels or ratings9. 

Summary: Focusing performance 
conversations on development 
and success
At present, existing performance 
appraisal systems for many 
organisations are functional and ensure 
task compliance at best. However, they 
also historically and institutionally 
disengage and disempower the people 
they were designed to support and 
develop.

The capacity for a performance 
appraisal process, like performance 
conversations, to transform a culture, 
its leadership and its performance 
capability depends upon the drive of 
the workforce to make a change and the 
level of dedication given throughout 
the implementation phases.

Adopting a supportive, developmental 
and people-focused approach to 
performance should always be 
underpinned by a rigorous framework. 
In creating a platform that supports 
employee learning and development, 
not only does it encourage transparent 
succession planning, but has the 
potential to drive a more engaged, 
motivated and high performing 
workforce.

Making the shift
Shifting from traditional performance 
appraisal processes is more complex 
than adopting a new form or template; 
however, this is an increasing trend, 
and has shown mixed results. Some 
organisations that have tried to 
eliminate or change their traditional 
performance appraisal processes have 
experienced negative results, such as 
decreased performance, engagement, 
quality of communication, and 
perceived fairness of pay differences9.

However, as with all organisational 
change, the key to making this shift 
is implementation – organisations 
trying to revamp old or develop new 
performance appraisal processes 
should not underestimate the 
transformation required to successfully 
make this transition. 

When implemented well, and 
organisations change the way their 
people think about and conduct 
performance conversations, it has 
a significant positive impact. This 
transition represents a change in 
maturity of an organisation; from a 
focus on systems and processes, to a 
focus on people and development.

Maximising the effectiveness of 
implementation
The evidence so far suggests that there 
are five key things that organisations 
can do in order to successfully make the 
shift from performance appraisals to 
performance conversations:

1. Simplify the process: 
New processes should be 
simple and easy to use so that 
performance conversations can 
focus on the person, not the 
process.

2. Focus on the future: 
Performance conversations need 
to be future-focused, not past-
focused. By focusing on the future, 
managers can identify employees’ 
ability to meet future needs and 
work with them to develop those 
abilities.

3. Support the mindset shift: 
Robust change management 
strategies will support the mindset 
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