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Introduction

Performance management provides people with the support and encourage-

ment they need to enable them to carry out their work effectively and to 

 develop their skills and their career. Its primary purpose is developmental. 

This means ensuring that employees have the ability, motivation and oppor-

tunity to do well in the present and even better in the future. Performance 

management is forward-looking and is very much about fostering the skills 

required to succeed. It is about managers acting as performance leaders, not 

just as the operators of an imposed system.

Focus on performance leadership

Throughout this handbook the emphasis is on performance leadership – the 

role of the line manager as a performance leader rather than someone who is 

expected to manage performance in accordance with the requirements of a 

highly formalized performance management system (a bureaucratic  approach 

to �xing ‘SMART’ objectives, conducting retrospective performance reviews 

and rating performance using a laid-down set of dimensions imposed on 

managers and employees by the organization). This sort of performance 

management is characterized by Grif�n and Ebert’s (2004: 216) de�nition of 

it as: ‘The formal evaluation of an employee’s job performance in order to 

determine the degree to which the employee is performing effectively.’

Kevin Murphy in his seminal Human Resource Management Journal arti-

cle ‘Performance management will not die but it should’ (2020: 26) ended it 

with the exhortation: ‘Stop evaluating and start leading!’

Plan of the book

Part One: Performance management fundamentals

The �rst part of the book deals with the fundamental characteristics of 

 performance management: what it is, what it aims to do and how it is sup-

1
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posed to work. Performance management, whether formalized or not, oper-

ates within a conceptual framework and this is covered in Chapter 2. The 

features of a traditional performance management system in the shape of a 

cycle of activities starting with a performance agreement and concluding 

with a performance review is described in Chapter 3. Performance manage-

ment as applied through performance appraisal or performance management 

has been heavily criticized by commentators ever since Douglas McGregor’s 

celebrated 1957 article in the Harvard Business Review, ‘An uneasy look at 

performance appraisal’. In 2019 performance management was called by 

Ledford and Benson ‘the human resources process most hated by employees 

and managers alike’. The issues causing these comments are analysed in 

Chapter 4 and recent developments in response to them are discussed in 

Chapter 5.

Part Two: Performance management processes

The conclusion reached at the end of Part One is that the future lies with the 

concept of performance leadership rather than tinkering with the traditional 

features of a performance management system. The initial chapter in Part Two 

therefore describes this concept, which, as argued in a number of later chap-

ters, is the way ahead for performance management. The next three chapters 

in this part cover the basic performance management processes of planning, 

assessing and reviewing performance. These all feature in traditional perfor-

mance management systems, but they also characterize the approach adopted 

by performance leaders. The �nal chapter in this part deals with multi-source 

feedback, often known as 360-degree feedback as an adjunct to the usual one-

to-one arrangement, although not a particularly popular one.

Part Three: Performance management skills

This part deals with the skills used by managers when acting as performance 

leaders or when administering a traditional performance management sys-

tem, namely de�ning objectives, providing feedback, coaching, and manag-

ing underperformers.
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Part Four: Applications of performance management

This part covers the many ways in which performance leadership and perfor-

mance management are applied – at organizational and team level, managing 

homeworkers (a particular requirement since the Covid-19 pandemic), at 

international level and in various aspects of people management, namely 

learning and development, talent management, managing engagement and 

reward management.

Part Five: Managing performance management

The key chapter in the handbook is the �rst one in this part. It describes how 

all the ideas expressed earlier – especially new ones such as performance 

leadership – can be put into practice. The second and third chapters deal re-

spectively with how people can learn about performance leadership, and 

how the whole process can be evaluated.

Part Six: Conclusions

The conclusion reached in the �nal chapter is that the future of performance 

management lies in the cultivation of performance leadership as advocated 

and justi�ed throughout the book.

References
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01
The meaning 
and nature 
of performance 
management

Introduction

Performance management has been described as ‘a broad set of activities aimed 

at improving employee performance’ (DeNisi and Pritchard, 2006: 255). This 

de�nition of the meaning of performance management is expanded in the �rst 

section of this chapter, which is followed by an explanation of the difference 

between performance management and performance appraisal. The next section 

explores the nature of performance management as an informal process (what 

managers do by acting as ‘performance leaders’), or as a formal process (perfor-

mance management systems). The chapter continues with sections dealing with 

the purpose and aims of performance management, its impact and the ethical 

dimension. The chapter concludes with a brief review of the performance man-

agement approaches that can be adopted. The conceptual framework that in�u-

ences the practice of performance management is examined in the next chapter.

Performance management defined

Performance management is the process of improving performance by set-

ting individual and team goals that are aligned to the strategic goals of the 

organization; planning performance to achieve the goals; reviewing and as-

sessing progress; and developing the knowledge, skills and abilities of people.

7
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Here are some other de�nitions:

●● Performance 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, 2005: 2)

●● Performance management is the system through which organizations set 

work goals, determine performance standards, assign and evaluate work, 

provide performance feedback, determine training and development needs 

and distribute rewards. (Briscoe and Claus, 2008: 17)

●● Performance management is the key process through which work gets done. 

It’s how organizations communicate expectations and drive behaviour to 

achieve important goals; it’s also about how organizations identify ineffective 

performers for development programmes or other personnel actions. 

(Pulakos, 2009: 3)

●● Performance management is regarded as a continuous, future-orientated and 

participative system; as an ongoing cycle of criteria setting, monitoring, 

informal feedback from supervisors and peers, formal multi-source assess-

ment, diagnosis and review, action planning and developmental resourcing. 

(Shields, 2007: 22)

●● Performance management is a process consisting of managerial behaviours 

aimed at de�ning, measuring, motivating and developing the desired 

performance of employees. (Kinicki et al, 2013: 1)

●● Performance management involves the setting of corporate, departmental, 

team, and individual objectives; the use of performance appraisal systems; 

appropriate reward strategies and schemes; training and development strate-

gies and plans; feedback, communication and coaching; individual career 

planning; mechanisms for monitoring the effectiveness of the performance 

management system and interventions and even culture management. 

(Roberts, 2001: 506)

Performance management and performance 

appraisal

Performance management should be distinguished from performance ap-

praisal. The two topics are clearly related, but are not identical. The term 

‘performance management’ arose when scholars and practitioners began 

 talking about transforming performance appraisal from an event to a process. 
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DeNisi and Pritchard (2006: 254) describe performance appraisal as:

a discrete, formal, organizationally sanctioned event, usually not occurring 

more frequently than once or twice a year, which has clearly stated performance 

dimensions and/or criteria that are used in the evaluation process. Furthermore, 

it is an evaluation process, in that quantitative scores are often assigned based 

on the judged level of the employee’s job performance on the dimensions or 

criteria used, and the scores are shared with the employee being evaluated. 

Measurement issues are important for the performance appraisal process, as are 

issues of rater motivation, so that effective appraisal systems are those where the 

raters have the ability to measure employee performance and the motivation to 

assign the most accurate ratings.

They point out that, in contrast, performance management is a broad set of 

activities aimed at improving employee performance and that the aim of 

performance appraisal should be to provide information that will enable 

managers to do that. In short, performance appraisal attempts to measure 

performance while performance management aims to improve performance. 

Performance appraisal functions as a subset of performance management.

The nature of performance management

Performance management is about leadership and managing the business. 

Managing performance is what line managers do in their capacity as leaders. 

Performance management happens informally as a natural process of leader-

ship. It can also operate formally as a performance management system – a set 

of practices or activities that �t together and interact to guide managers on 

how they should manage performance. A fully developed system will include 

formal arrangements for concluding performance agreements, setting objec-

tives using the ‘SMART’ formula (S = speci�c or stretching, M = measurable, 

A = agreed, R = realistic and T = time-related), annual performance reviews, 

evaluating performance through a rating system and documenting the out-

comes on a performance management form.

Line managers as performance leaders clarify what their team members are 

expected to do and achieve (set the direction), ensure that their people have 

the skills and resources required to get results, motivate them, secure their 

engagement, monitor their progress, keep them informed of how they are 

doing (feedback), develop their skills through coaching, and see that correc-

tive action is taken when necessary. Performance leadership involves the use 
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of performance management skills and techniques such as de�ning objectives, 

providing feedback and coaching. Managers may exercise these skills when 

operating a formal performance management system. Many organizations 

believe that a formal system is essential, but it isn’t. A contextualized ap-

proach to developing managers as performance leaders is a valid alternative.

The purpose and aims of performance 

management

As John Shields (2007: 24) put it: ‘A well-designed and well-accepted 

 performance management system can be said to have a four-fold purpose: (1) 

strategic communication, (2) relationship building, (3) employee develop-

ment and (4) employee evaluation.’

From the viewpoint of the organization, the fundamental purpose of per-

formance management is to further the achievement of the organization’s 

strategic goals. But it also has three speci�c purposes:

●● managerial – to provide a framework within which managers can 

effectively manage performance;

●● developmental – to provide the basis for identifying and meeting learning 

and development needs;

●● administrative – to provide the information required to administer 

performance pay and talent management systems.

Thus performance management can make a contribution to strategic human 

resource management by helping to achieve strategic alignment (the vertical 

integration of HR and business strategies). DeNisi and Smith (2014: 144) em-

phasized that: ‘it is important that every aspect of this broader performance 

management system be directly aligned with the �rm’s strategic goals – this is 

related to de�ning what performance means to the �rm’. This is the process of 

‘cascading’ goals, an important aim of performance management, which 

 involves passing down and interpreting the fundamental strategic goals of the 

organization through successive layers of management to individual  employees, 

and ensuring that everyone involved  understands the contribution they are 

expected to make to their achievement.

But performance management also functions as part of a process of hori-

zontal integration when it is linked to other HR practices (a process known 
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as ‘bundling’), such as human capital management, talent management, 

learning and development and reward management, so that they are inter-

related and therefore complement and reinforce each other.

A basic aim of performance management is to provide gains for both 

 management and individual employees, as shown in Table 1.1.

Table 1.1  What management and individuals can gain from performance management

What management can gain What individuals can gain

The opportunity to:

●● integrate individual, team and 

corporate objectives;

●● guide individual and team effort to 

meeting overall business needs;

●● motivate and engage employees;

●● recognise individual contribution;

●● plan individual careers (talent 

management);

●● introduce relevant and effective 

learning and development 

programmes to meet identified 

needs.

They will:

●● know what is expected of them;

●● know where they stand;

●● know what they need to do to achieve 

their objectives;

●● be given the opportunity to develop their 

skills and careers;

●● be able to discuss with their manager their 

present job, their development and 

training needs and their future.

Respondents to the 2014 e-reward survey of performance management re-

ported that their most important performance management objective was to:

●● improve organizational performance – 33 per cent

●● align individual and organizational objectives – 22 per cent

●● develop a performance culture – 17 per cent

●● improve individual performance – 14 per cent

●● align individual behaviour to organizational values – 6 per cent

●● provide the basis for personal development – 3 per cent

●● inform performance pay decisions – 3 per cent.

Note the low priority given to informing performance pay decisions.
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Here is a typical statement of objectives from one respondent to the e-reward 

survey:

To support culture change by creating a performance culture and reinforcing 

the values of the organization with an emphasis on the importance of these in 

getting a balance between ‘what’ is delivered and ‘how’ it is delivered.

The Lloyds Banking Group produced this de�nition of the purpose of its 

performance management system:

The purpose of performance management:  

Lloyds Banking Group

The aim is to improve performance. Rather than just saying that somebody’s 

been very effective and ticking a box, the process is actually to sit down and 

have a discussion around the requirements of the role, dealing with what 

aspects are being done well and what aspects are not so good. Overall the 

purpose is to make it clear to people how their performance links in with the 

performance of the business.

Managing performance is about coaching, guiding, appraising, motivating and 

rewarding colleagues to help unleash potential and improve organizational 

performance. Where it works well it is built on excellent leadership and high 

quality coaching relationships between managers and teams. Through all this 

our colleagues should be able to answer three straightforward questions:

1 What is expected of me? How will I be clear about what is expected of me in 

terms of both results and behaviour?

2 How am I doing? What ongoing coaching and feedback will I receive to tell 

me how I am doing and how I can improve?

3 What does it mean for me? How will my individual contribution, potential and 

aspirations be recognized and rewarded?’

The following description of the purpose of performance management was 

produced by Hitachi Europe:

The process is as much about building relationships with employees in order to 

agree what is reasonably attainable in the year as it is about setting objectives. It 

is effective because it focuses people’s intentions and produces new thinking on 

the way they work rather than simply continuing to perform at the same level 

day-in-day-out.
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The impact of performance management

At organizational level performance management is expected to improve 

performance by creating a performance culture in which the achievement of 

high performance is a way of life. At individual level it is supposed to  improve 

performance by indicating what good performance looks like; agreeing per-

formance goals; providing the basis for developing knowledge, skills and 

abilities; identifying where performance needs to improve and deciding on 

the steps required to achieve that improvement through performance im-

provement plans, personal development plans and coaching.

But establishing the impact of performance management on organiza-

tional performance is problematic because of causality issues. Determining 

the link between independent and dependent variables (cause and effect) is a 

major problem. Correlation does not imply causation. It may be relatively 

easy to establish correlations in the shape of a demonstration that X is as-

sociated with Y; it is much more dif�cult and sometimes impossible to prove 

that X causes Y.

A major problem in establishing the extent to which performance man-

agement affects organizational performance is causal ambiguity. This refers 

to the numerous subtle and often hidden interconnections between the fac-

tors in�uencing cause and effect. Boselie et al (2005: 75) referred to the 

causal distance between an HRM input and an output such as �nancial 

performance: ‘Put simply, so many variables and events, both internal and 

external, affect organizations that this direct linkage strains credibility.’ A 

basic reason for ambiguity is multiple causation, which exists when there is 

more than one possible cause for an effect. Performance management may 

have caused an improvement in performance but there may be many other 

economic or business factors that contributed to the improvement, and it 

could be dif�cult to unravel them. Another factor is the possibility of re-

versed causality (a situation where A might have caused B, but B might well 

have caused A). As Purcell et al (2003: 2) express it: ‘Although it is nice to 

believe that more HR practices leads to higher economic return, it is just as 

possible that it is successful �rms that can afford more extensive (and ex-

pensive) HRM practices.’

This, plus contextual factors, increases the complexity of the relationship 

between performance management and organizational performance, as 

shown by the conceptual model produced by den Hartog et al (2004: 562) 

shown in Figure 1.1.
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As Taylor et al (1995: 495) observed, performance management systems 

 constitute ‘a human resource management paradox and their effectiveness an 

elusive goal’. Aguinis (2013: 2) suggested that: ‘The lack of clear and compel-

ling evidence for the effectiveness of performance management… has given 

rise to recent debates about whether or not formal performance management 

is even necessary.’ Pulakos and O’Leary (2011: 146) stated that: ‘The for-

mula for effective performance management remains elusive.’ Haines and 

St-Onge (2012: 1171) claimed that: ‘few studies support the many claims 

about the actual contributions of various practices to the overall effective-

ness of project management systems’. And DeNisi and Murphy (2017: 429) 

thought that: ‘It is not clear that performance management will lead to more 

effective  organizations.’

Evidence from research into a direct link between performance manage-

ment and organizational performance is meagre. One of the few instances is 

the research conducted by McDonald and Smith (1991), which showed that 

companies that had introduced performance management had made signi�-

cant gains over three years in �nancial performance and productivity. But 

this looks like a classic case of reversed causality. Performance management 

Figure 1.1   Model of the HRM and performance relationship from a performance 

 management perspective

Performance 

management 

related HRM 

practices

Direct 

supervisor/

Front-line 

manager

Employee

perceptions

and attitudes

Employee

behaviour and

performance

Organizational 

performance

Reversed causality: organizational success 

leads to high 

commitment/satisfaction/motivation/trust

Reversed causality: high profits lead to more

willingness and possibilities to invest in HRM

Contextual factors (contingencies):
Organizational context (internal and external environment)
Individual employee characteristics and preferences

SOURCE den Hartog et al (2004)
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systems may have helped to generate successful companies, but it is just as 

likely that the successful companies were the ones with the inclination and 

money to introduce sophisticated practices such as performance manage-

ment. Other projects (Rodgers and Hunter, 1991; West et al, 2002; Kochanski, 

2007) have established correlation but not causation.

DeNisi and Smith (2014: 134) observed that: ‘most models of performance 

management focus upon changing individual or team performance to better 

align it with corporate goals, with the assumption that, once these are aligned, 

corporate performance will be improved’. They commented (page 137): ‘The 

evidence directly linking performance appraisal, or even performance man-

agement practices, to �rm performance… is quite limited (at best). Thus, it 

seems likely that, despite the logic of moving from individual- to �rm-level 

performance, such a direct link simply does not exist.’ They also pointed out 

(page 142): ‘It is clear that we know almost nothing about how to leverage 

changes in individual performance up to the level of the �rm. Although there 

have been suggestions about how to go about this… there is almost no em-

pirical evidence that it can be done successfully. It would seem, therefore, 

that there is considerable evidence that HR practices are related to �rm per-

formance, but only when they are bundled.’

Performance management: the ethical dimension

There is an important ethical dimension to performance management. The 

design of a performance management system and how it is operated should 

be based on values related to the ethical principles of respect for the indi-

vidual, mutual respect, justice, procedural fairness and transparency, as 

 de�ned by Winstanley and Stuart-Smith (1996). These principles refer to be-

liefs that:

●● the management of the organization has the overriding responsibility for 

creating the conditions in which high performance is achievable;

●● everyone is concerned with the improvement of performance; it is the joint 

responsibility of managers and their teams, and they are mutually 

dependent on one another to attain this purpose;

●● people should be valued for what they are as well as what they achieve;

●● the needs of individuals as well as those of the organization must be 

recognized and respected;
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●● individuals should be given the opportunity to express their views about 

the objectives they are expected to achieve;

●● individuals should understand and agree to the measures used to monitor 

their performance and should be able to track their own performance 

against those measures;

●● individuals have the right to obtain feedback on their performance and to 

comment on that feedback;

●● individuals should know how and why decisions affecting them that 

emerge from performance reviews have been made, and should have the 

right to appeal against those decisions;

●● the focus should be on developing performance rather than merely 

managing it – priority should therefore be given to the developmental 

aspects of performance management.

These values are underpinned by the need to pay attention to due process. In 

law, there are three essential features of due process: (1) adequate notice – 

that individuals be held responsible for obeying laws only when they have 

been published or otherwise communicated and for satisfying only those 

charges explicitly presented; (2) a fair hearing – that all relevant evidence to 

a proposed violation be presented and considered and that charged parties 

be given the opportunity to provide commentary; and (3) judgement based 

on evidence to ensure that procedural, distributive and interactional justice 

are achieved. The latter refers to the quality of the interpersonal treatment 

people receive and is particularly important. Folger et al (1992) proposed 

that these principles should be applied to performance management as fol-

lows: (1) adequate notice of the performance standards to be met, (2) fair 

hearing based on evidence, and (3) judgements based on evidence to apply 

consistently across employees.

Organizational researchers such as Taylor et al (1995) have gathered a 

strong body of evidence showing that employees care a great deal about the 

justice of performance management practices. This work has generally found 

that the more just or fair employees consider such systems to be, the more 

satis�ed and accepting they are of the resultant outcomes, even when those 

outcomes are less than desirable. They found that procedurally just perfor-

mance systems may also increase managers’ own positive outcomes. The 

strength of these �ndings led researchers Folger and Cropanzano (1998) to 
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propose that the provision of fair procedures is a more powerful foundation 

for the management of employees than is the provision of �nancial rewards.

The approach to managing performance

The context of the organization will have a considerable in�uence on how 

performance is managed. It has been said that: ‘Rather than manage perfor-

mance, manage the context in which performance occurs’ (Jones, 1995: 426). 

He went on to explain (page 431) that:

In this equation, the role of management focuses on clear, coherent support 

for employees by providing information about organization goals, resources, 

technology, structure, and policy, thus creating a context that has multiplicative 

impact on the employees, their individual attributes (competency to perform), 

and their work effort (willingness to perform). In short, managing context is 

entirely about helping people understand; it is about turning on the lights.

The context includes the organizational culture, the people involved at all 

levels, including top management, line managers and employees generally, 

the employee relations climate, and the internal environment in terms of the 

organization’s structure, size and technology, and working practices. 

Commentators such as Deming (1986) and Coens and Jenkins (2002) stress 

that system factors are instrumental in governing the level of organizational 

performance. The latter (page 41) referred to the need to replace the mecha-

nistic model of managing individual performance, that is, a performance 

management system, with a more dynamic, organic model. Note the refer-

ence to leadership in the description of such a model. According to Coens 

and Jenkins (2002):

[It] attributes organizational outcomes to the interaction of organizational 

systems and structures (sometimes called systems theory) rather than individual 

performance. This model capitalizes on freedom rather than maintaining 

control. We see more and more managers who are willing to experiment with 

leadership attuned to this new paradigm. It is based on trust and a greater belief 

in people. It assumes that, with less control and greater autonomy, commitment 

and innate motivation will �ourish. It rests on the premise that with less 

structure, people can effectively work in concert, within naturally emerging 

systems that foster optimal work patterns. [italics in original]
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A high-performance culture

A systems approach at organizational level will involve developing a high-

performance culture; one in which the achievement of high levels of  performance 

is a way of life. It has the following features:

●● Management de�nes what it requires in the shape of performance standards 

and improvements, sets goals for success and monitors performance to 

ensure that the goals are achieved.

●● People know what is expected of them – they understand their goals and 

accountabilities.

●● People feel that their job is worth doing and there is a strong �t between 

the job and their capabilities.

●● There is a focus on promoting positive attitudes that result in an engaged, 

committed and motivated workforce.

Senior management should take the lead in creating and maintaining a high-

performance culture, but the support of line managers and employees is es-

sential. The development of a high-performance culture can be achieved with 

the help of a high-performance work system (HPWS), a bundle of HR prac-

tices such as talent management, leadership development, and learning and 

development that facilitate skill enhancement, motivation and employee en-

gagement (see also Chapter 15).

Choice of approach to managing performance

The basic choice is between having a formal performance management sys-

tem or relying on the effectiveness of line managers as performance leaders. 

In the former case, there is a choice of the type of system to be adopted and 

the degree of formality required. (The choices available and the factors to be 

considered in making them are reviewed in Chapter 23.) In the latter case, 

talent management and leadership development programmes will be required 

to ensure that there are managers available who have the skills required to 

exercise performance leadership (see Chapter 6) and the desire to do it.

The views set out below of two managers interviewed by Dilys Robinson 

(2013) are interesting. They were obtained when she carried out research for 

the Institute for Employment Studies, in which she initially identi�ed a num-

ber of managers in large organizations who were in charge of departments 

where surveys revealed that levels of employee engagement were high, and 
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then investigated how they contributed to the achievement of those levels 

through the ways in which they managed performance.

Performance management is seen as something you do to keep HR quiet. It’s 

seen as owned by HR not about how you manage people properly.

This organisation has a very structured performance management framework, 

as you would imagine from a big company. I try and avoid using it unless I have 

to, I would rather try and develop the personal relationship with someone, to 

understand their issues and try and improve their performance by working with 

them, rather than going through procedural ways of managing performance.
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The conceptual 
framework  
of performance 
management

Introduction

Performance management is carried out more effectively if the relevant 

 concepts relating to performance – the meaning of performance, the distribu-

tion of performance, the factors affecting individual performance, the under-

pinning theories, and the signi�cance of the psychological contract – are 

 understood and applied. The purpose of this chapter is to describe these 

concepts and examine their practical signi�cance.

The meaning of performance

If you can’t de�ne performance, you can’t manage it. Bates and Holton 

(1995: 279) pointed out that: ‘Performance is a multi-dimensional construct, 

the measurement of which varies depending on a variety of factors.’ They 

also stated that it is important to determine whether the measurement objec-

tive is to assess performance outcomes or behaviour.

Latham et al (2007) emphasized that an appropriate de�nition of perfor-

mance is a prerequisite for feedback and goal-setting processes. They stated 

that a performance theory is needed that stipulates:

●● the relevant performance dimensions;

●● the performance standards or expectations associated with different 

performance levels;

●● how situational constraints should be weighed (if at all) when evaluating 

performance;
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●● the number of performance levels or gradients;

●● the extent to which performance should be based on absolute or 

comparative standards.

There are different views on what performance is. It could just mean 

 out comes – the results obtained, or it could mean behaviour – how the re-

sults were obtained, or it could be both results and behaviour.

Performance as outcomes

Bernadin et al (1995) suggested that performance should be de�ned as the 

outcomes of work because they provide the strongest links to the strategic 

goals of the organization, customer satisfaction and the economic contri-

bution to performance. Kane (1996: 124) argued that performance ‘is 

something that the person leaves behind and that exists apart from the 

purpose. More speci�cally, it is the record of the person’s accomplish-

ments.’

Performance as behaviour

Campbell (1990) made the point that performance is behaviour and should 

be distinguished from the outcomes because they can be contaminated by 

systems factors. Campbell et al (1993) focused on the measurement of per-

formance, which they de�ned as behaviour or action relevant to the attain-

ment of the organization’s goals that can be scaled, that is, measured. They 

suggested that performance is multidimensional and that each dimension is 

characterized by a category of similar behaviour or actions. The components 

consist of: (1) job-speci�c task pro�ciency, (2) non-job-speci�c pro�ciency 

(such as organizational citizenship behaviour), (3) written and oral commu-

nication pro�ciency, (4) demonstration of effort, (5) maintenance of personal 

discipline, (6) facilitation of peer and team performance, (7) supervision/

leadership and (8) management/administration.

Borman and Motowidlo (1993) put forward the notion of contextual per-

formance that covers non-job-speci�c behaviours such as cooperation, dedi-

cation, enthusiasm and persistence and is differentiated from task performance 

covering job-speci�c behaviours. As Fletcher (2001) mentioned, contextual 

performance deals with attributes that go beyond task competence and foster 

behaviours that enhance the climate and effectiveness of the organization.



The conceptual framework of performance management 23

Performance as both outcomes and behaviour

It can be argued that a more comprehensive view of performance is achieved 

if it is de�ned as embracing both behaviour and outcomes. When people are 

said to be performing well it does not solely cover the results they deliver, it 

also refers to their behaviour in achieving those results. The Oxford English 

Dictionary de�nes performance as: ‘The accomplishment, execution, carry-

ing out, working out of anything ordered or undertaken.’ This refers to out-

puts/outcomes (accomplishment) as well as behaviours (carrying out the 

work). Brumbach (1988: 388) noted that:

Performance means both behaviours and results. Behaviours emanate from the 

performer and transform performance from abstraction to action. Not just the 

instruments for results, behaviours are also outcomes in their own right – the 

product of mental and physical effort applied to tasks – and can be judged apart 

from results.

De�ning performance like this leads to the conclusion that, when managing 

the performance of individuals and teams, both inputs (behaviour) and out-

puts (results) need to be considered. This was supported by Aguinis (2005: 

11) who suggested that performance management: ‘focuses on achieving im-

portant results that lead to organizational effectiveness and also on driving 

effective employee behaviour. The focus on both results and behaviour is 

important because the most impressive results fade in the presence of bad 

behaviour.’

This is the mixed model of performance management that covers compe-

tency levels and achievements as well as objective setting and review. It is 

concerned not only with what people do but also how they do it and has 

become the generally accepted basis for performance management.

The distribution of performance

It has long been assumed that levels of performance in a population are dis-

tributed in accordance with the normal curve of distribution (the Gaussian 

curve), as illustrated in Figure 2.1.

This type of distribution may be correct for IQs (intelligence quotients) 

but there has been no evidence that it applies to levels of performance or 

productivity. In spite of this lack of evidence, the practice of forced distribu-

tion or ranking has been based on it.
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Aguinis and Bradley (2015: 161), in their analysis of what they called ‘star 

performers’, de�ned them as those who ‘consistently generate exorbitant out-

put levels that in�uence the success or failure of their organizations and even 

society as a whole.’ They referred to them as ‘the secret sauce for organiza-

tional success’. Their initial research challenged the concept of a normal dis-

tribution of performance levels and they suggested that: ‘It is time we change 

management theories and practices so that we conceptualize the distribution 

of performance as being non-normal instead of changing the data to �t our 

existing, and often incorrect, conceptualization’ (page 162).

The results of their extensive research to establish the facts were pub-

lished by Aguinis and his colleagues in 2016. They hypothesized that, rather 

than following a normal distribution, performance would be distributed in 

accordance with the characteristics of what is known as a ‘power law’ dis-

tribution. This has a long tail on the right, as illustrated in Figure 2.2. It is 

associated with the Pareto Principle, which states that for many phenom-

ena 80 per cent of the result comes from 20 per cent of the effort. The 

 research involved the use of 229 datasets including 633,876 productivity 

observations collected from approximately 625,000 individuals. To under-

stand this principle as it applies to performance or productivity the 

 researchers adopted as their framework the principle of cumulative advan-

tage – the process by which small initial differences compound to yield 

large differences. One form of cumulative advantage is the ‘Matthew  effect’, 

as formulated by Merton (1988), where initial small advantages in wealth, 

education and opportunity over time lead to very large gaps between the 

‘haves’and ‘have-nots’.

Figure 2.1  A normal curve of distribution 
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Aguinis et al (2016: 9) stated that the principle of cumulative advantage is: ‘a 

generating mechanism that shifts the source of production from being 

 primarily vested in a large group of average workers to a small group of 

 productivity stars, thereby leading to a heavy-tailed rather than a normal 

distribution’. The principle also means that those who �nd themselves with 

an initial advantage over others will be offered more opportunities to pro-

duce more and better outcomes in the future: ‘such differences, albeit small, 

quickly result in the presence of heavy-tailed productivity distributions and 

a greater proportion of productivity stars than would be realistically possi-

ble, from a probability standpoint, by a normal distribution.’

As Murphy (2020) points out, this distribution does not mean that most 

people are poor performers. It simply explains that there is a relatively small 

number of people who are highly effective and a much larger number of 

people who are less effective. The implication, according to Murphy, is that 

the differences will be so obvious that they will be easy to detect, and elabo-

rate evaluation schemes are therefore unnecessary.

Factors affecting individual performance

Four major in�uences on performance were identi�ed by Harrison (1997):

●● the learner, who needs the right level of competence, motivation, support 

and incentives in order to perform effectively;
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●● the learner’s work group, whose members will exercise a strong positive or 

negative in�uence on the attitudes, behaviour and performance of the learner;

●● the learner’s manager, who needs to provide continuing support and act as 

a role model, coach and stimulator related to performance;

●● the organization, which may produce barriers to effective performance if 

there is no powerful, cohering vision; ineffective structure, culture or work 

systems; unsupportive employee relations policy and systems, or inappropriate 

leadership and management style.

These can be classi�ed as individual, systems and contextual factors.

Individual factors

Vroom (1964) suggested that performance is a function of ability and moti-

vation as shown in the formula: Performance = ƒ (Ability × Motivation). The 

effects of ability and motivation on performance are multiplicative not addi-

tive. People need both ability and motivation to perform well and if either 

ability or motivation is zero there will be no effective performance.

A development of this formula was produced by Boxall and Purcell (2003). 

It states that performance depends on the individual’s ability, motivation and 

opportunity. Employees must have the ability to perform well and the moti-

vation to do so, while organizations must ensure that they are given the 

 opportunity to perform. Boxall and Purcell (2016: 155) formulated the AMO 

framework as P = ƒ(A,M,O). They noted that someone’s ability, motivation 

and opportunity to perform would depend on two groups of factors: (1) the 

individual’s experience, intelligence, health personality and so on, and (2) the 

situational factors of HR policies and practices orientated to creating ‘AMO’, 

and related variables in the production system and the organizational  context.

Systems factors

Individual performance is in�uenced by systems factors as well as person fac-

tors (Cardy and Dobbins, 1994). As formulated by Miller and Rice (1967), 

systems theory states that organizations should be treated as open systems 

that transform inputs into outputs within the environments (external and 

internal) upon which they are dependent. Systems theory is the basis of the 

input-process-output-outcome model of managing performance, which 

 assesses the entire contribution that an individual makes within the system in 
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carrying out his or her allotted tasks. Inputs are the skills and knowledge 

that an individual brings to a job. Process is how people actually perform 

their jobs. Outputs are the results of performance expressed in quanti�ed 

terms such as sales volume, income generated or units of production. 

Outcomes are a visible effect that is the result of effort but cannot necessarily 

be measured in quanti�ed terms. The input-process-output-outcome model 

of managing performance is important, �rst because it provides the basis for 

measuring performance and second, because all the factors that in�uence 

performance, including the system and the context, can be taken into  account 

when assessing it.

Bowen and Ostroff (2004) advocated a ‘strong’ HR system to ensure the 

more effective implementation of HRM practices, including performance 

management. They developed a model of HRM in which HR practices can 

be viewed as communications from the employer to employee, and suggested 

that: ‘when the HRM system is perceived as high in distinctiveness, consist-

ency, and consensus, it will create a strong situation’ (page 208). They argued 

that a strong HRM system can signi�cantly affect �rm performance by creat-

ing powerful, focused organizational cultures that help to structure and 

 direct employee behaviour and effort towards desired organizational goals. 

Performance management needs to function like this.

Contextual factors

Systems operate within the context of the organization. Nadler and Tushman 

(1980) stated that:

The manager needs to understand the patterns of behaviour that are observed 

to predict in what direction behaviour will move (particularly in the light of 

management action) and to use this knowledge to control behaviour over the 

course of time. Effective managerial action requires that the manager be able to 

diagnose the situation he or she is working in.

This point should be extended to include the people managers manage – they 

equally want to know and are entitled to know the situation they are working in.

The situation or context in which people work and the way performance can 

be measured can be described in terms of systems theory as described earlier. 

More speci�cally, the context includes the organizational culture, the  employee 

relations climate, the people involved and the internal environment in terms of 

the organization’s structure, size, technology and working practices.
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Organizational culture

Organizational culture is the pattern of shared beliefs, norms and values in 

an organization that shapes the way people act and interact and strongly 

in�uences the ways in which things get done. From the performance manage-

ment viewpoint one of the most important manifestations of organizational 

culture is management style. This refers to the ways in which managers be-

have in managing people and how they exercise authority and use their 

power. If the prevailing management style in a command-and-control type 

structure is autocratic, directive, task-orientated, distant and tough, a ‘caring 

and sharing’ philosophy of performance management is not likely to work, 

even if it were felt to be desirable, which is unlikely. Alternatively, a non- 

directive, participative and considerate style is more likely to support a ‘part-

nership’ approach to performance management, with an emphasis on 

 involvement, empowerment and ownership.

It is vital to take account of cultural considerations when developing and 

implementing performance management. The aim must be to achieve a high 

degree of �t between the performance management processes and the corpo-

rate culture when the latter is embedded and appropriate. Moreover, perfor-

mance management is one of the instruments that can be used in a cultural 

change programme where the focus is on high performance, engagement and 

involvement.

Employee relations climate

The employee relations climate of an organization represents the perceptions 

of employees and their representatives about how relationships between 

management and employees are maintained. It refers to the ways in which 

formal or informal employee relations are conducted and how the various 

parties (managers, employees and trade unions or staff associations) behave 

when interacting with one another. The climate can be good, bad or indiffer-

ent, according to perceptions about the extent to which:

●● the parties trust one another;

●● management treats employees fairly and with consideration;

●● management is open and honest about its actions and intentions;

●● harmonious relationships exist – management treats employees as 

stakeholders;
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●● employees are committed to the interests of the organization;

●● what management does is consistent with what it says it will do.

Clearly, a good climate will be conducive to the effective operation of perfor-

mance management processes as long as these are developed jointly by those 

involved and take account of their interests. An improved employee relations 

climate may also result from pursuing the development and implementation 

of performance management in accordance with the ethical principles set out 

in Chapter 1.

People

Performance management processes will vary in accordance with the compo-

sition of the workforce. For example, the approach by a �rm employing 

mainly knowledge workers is likely to be different from one in a manufactur-

ing �rm. Within the organization, approaches may vary between different 

groups of employees.

Organization structure

A hierarchical or functional structure with well-de�ned layers of authority is 

likely to support a directive, top-down approach to setting objectives and 

reviewing performance. A �atter, process-based structure will encourage 

more �exible participative approaches with an emphasis on teamwork and 

the management of performance by self-directed teams.

A structure in which responsibility and authority are devolved close to the 

scenes of action is more likely to foster a �exible approach to performance 

management. A highly centralized organization may attempt to impose a 

monolithic performance management system, and fail.

Technology and working practices

There is no conclusive evidence that advanced technology and working 

practices are associated with sophisticated approaches to performance man-

agement. But it is reasonable to assume that high-technology �rms or 

 sophisticated organizations are more likely to innovate in this �eld. Another 

aspect of work practices is the extent to which the work is computer or 

machine controlled, or routine. Computerized performance monitoring 
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(CPM)  provides an entirely different method of measuring performance, 

which is related directly to outputs and/or errors. As Bates and Holton 

(1995) noted as a result of their research, this can have detrimental effects 

by transforming a helpful supervisory style into one that is more coercive.

Research conducted by Earley (1986), however, found that employees 

trusted feedback from a computer more than feedback from a supervisor. 

Earley claimed that CPM could have a greater impact on performance be-

cause of higher self-ef�cacy (the individual’s self-belief that they will be able 

to accomplish certain tasks).

Bureaucratic methods of working may also affect the design and operation of 

performance management. Organizations that function as bureaucracies, ap-

propriately or inappropriately, are more likely to have a formalized performance 

management system. The system may be centrally controlled by human re-

sources and the emphasis will be on the annual appraisal carried out in accord-

ance with strictly de�ned rules. The appraisal may be a top-down judgemental 

 affair referring to personality traits. Performance and potential will be rated.

Organizations that work �exibly with an emphasis on horizontal 

 processes and teamwork – what Burns and Stalker (1961) called ‘organic 

organizations’ – are more likely to have a less formal process of perfor-

mance management, leaving more scope for managers and teams to act as 

performance leaders and manage their own processes in accordance with 

agreed principles.

Size of organizations

Research carried out by Beaver and Harris (1995) into performance manage-

ment in small �rms came to the conclusion that:

The performance management systems of large �rms simply cannot be scaled 

down to �t the smaller enterprise which often exhibits a radically different 

management process and operation.

They described the management process in small �rms as likely to be charac-

terized by the highly personalized preferences, prejudices and attitudes of the 

�rm’s entrepreneur or owner, who will probably work close to the operating 

process.
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The external environment

If the external competitive, business, economic and political environment is 

turbulent – which it usually is – organizations have to learn to respond and 

adapt rapidly. This will in�uence the ways in which business strategies and 

plans are developed and the sort of objectives people are expected to achieve. 

Performance management has to function �exibly in tune with the constant 

changes in demands and expectations to which the organization is subject. A 

business which operates in a fairly steady state as far as its external environ-

ment is concerned (rare, but they do exist) can adopt more structured and or-

derly performance management systems. The way in which performance is 

managed will be different when a large proportion of the workforce is working 

from home, as is happening following the Covid pandemic (see Chapter 18).

Underpinning theories

Performance management practice is underpinned and explained by the the-

ories summarized below. Goal theory has perhaps been the most in�uential 

because setting goals and assessing performance against those goals is such a 

signi�cant part of a performance management system. But other theories are 

relevant, such as those relating to control and reinforcement, which explain 

the fundamental mechanism of feedback, and expectancy theory, which indi-

cates how performance management can help to motivate people. Social 

learning theory links reinforcement and expectancy theory, and self-ef�cacy 

theory highlights the importance of helping people to believe in themselves 

and their ability to improve.

Goal theory

Goal theory as developed by Latham and Locke (1979) highlights four mech-

anisms that connect goals to performance outcomes: (1) they direct attention 

to priorities; (2) they stimulate effort; (3) they challenge people to bring their 

knowledge and skills to bear to increase their chances of success and (4) the 

more challenging the goal, the more people will draw on their full repertoire 

of skills. Motivation and performance are higher when individuals are set 

speci�c goals, when goals are demanding but accepted, and when there is 

feedback on performance. Goals must be clearly de�ned. Participation in 
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goal setting is important as a means of getting agreement to the setting of 

demanding goals. Feedback is vital in maintaining motivation, particularly 

towards the achievement of even higher goals. Robertson et al (1992: 41) 

suggested that:

Goals inform individuals to achieve particular levels of performance, in order for 

them to direct and evaluate their actions; while performance feedback allows the 

individual to track how well he or she has been doing in relation to the goal so that, 

if necessary, adjustments in effort, direction or possibly task strategies can be made.

Goal theory supports the emphasis in performance management on setting 

and agreeing goals or objectives against which performance can be measured 

and managed.

However, the universality of goal theory has been questioned. Pintrich 

(2000) noted that people have different goals in different circumstances and 

that it is dif�cult to justify the assumption that goals are always accessible 

and conscious. And Harackiewicz et al (2002) warned that goals are only 

effective when they are consistent with and match the general context in 

which they are pursued. But support for goal theory was provided by Bandura 

and Cervone (1983), who emphasized the importance of self-ef�cacy (a be-

lief in one’s ability to accomplish goals).

Expectancy theory

Expectancy theory as originally formulated by Vroom (1964) states that ef-

fort (motivation) depends on the extent to which people expect that rewards 

will follow effort and that the reward is worthwhile.

Performance management is concerned with in�uencing behaviour to 

achieve better results. It operates in line with expectancy theory by de�ning 

the relationship between effort, achievement and reward, thus motivating 

people and providing them with a sense of direction. Positive feedback pro-

duces a reward in the shape of the recognition of work well done. This is 

intrinsic motivation offered by the work itself, which arises when work satis-

�es needs for accomplishment, provides opportunities for growth and the 

scope to use and develop abilities, and fosters self-belief.

An expectancy-based motivational model for individual performance im-

provement was devised by DeNisi and Pritchard (2006). It is based on the 

belief that people allocate energy to actions in a way that will maximize their 

anticipated need satisfaction. The sequence is illustrated in Figure 2.3.
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The key to effective performance management is to ensure that evaluations 

and outcomes are structured so that employees will focus their actions in the 

ways desired by the organization, resulting in the kind of performance that is 

needed and in appropriate rewards. The stronger the links between each ele-

ment in the motivation process, the greater will be the motivation of employ-

ees to improve their performance. The process should aim to strengthen the 

perceived connection between actions and outcomes.

Control theory

Control theory focuses attention on feedback as a means of shaping behav-

iour. As people receive feedback they appreciate the discrepancy between 

what they are doing and what they are expected to do and take corrective 

action to overcome the discrepancy. Feedback is recognized as a crucial part 

of performance management.

Reinforcement theory

Reinforcement theory (Hull, 1951) states that successes in achieving goals 

and rewards act as positive incentives and reinforce the successful behaviour, 

which is repeated the next time a similar need arises. Positive feedback there-

fore provides for positive reinforcement. Constructive feedback can also re-

inforce behaviours that seek alternative means of achieving goals.

Social learning theory

Social learning theory as formulated by Bandura (1977) combines aspects of 

reinforcement and expectancy theory. It recognizes the signi�cance of the 

basic concept of reinforcement as a determinant of future behaviour, but also 

refers to the importance of internal psychological factors, especially expecta-

tions about the values of goals and the ability of individuals to reach them. 

The theory emphasizes the signi�cance of learning from other people, which 

Actions Results Evaluation Outcomes
Need 

satisfaction
Performance

Figure 2.3  Expectancy-based motivational model for performance 
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suggests that performance management for teams (see Chapter 16) is impor-

tant as well as individual performance management.

Self-efficacy theory

Self-ef�cacy theory, also developed by Bandura (1982), indicates that self-

motivation will be directly linked to the self-belief of individuals that they will 

be able to accomplish certain tasks, achieve certain goals or learn certain 

things. An important aim of performance management is to increase self- 

ef�cacy by giving individuals the opportunity to consider and discuss with 

their managers how they can do more. Managers should encourage self-belief 

in the minds of those with whom they discuss performance and development.

Performance management and the psychological 

contract

The psychological contract is the set of reciprocal but unwritten expectations 

that exist between individual employees and their employers. A psychologi-

cal contract is implied and inferred rather than stated and agreed. It cannot 

necessarily be spelt out in detail because it evolves over time. But perfor-

mance management processes can be used to ensure that performance expec-

tations are agreed and reviewed regularly. And this should contribute to the 

clari�cation of the psychological contract and the employment relationship.
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Introduction

Formalized performance management systems attempt to represent the 

 normal processes of management – planning, executing, reviewing, taking 

corrective action – as a procedure for managing performance that managers 

and employees are obliged to follow. Each of these processes is covered in the 

usual version of the performance management cycle in which managers agree 

objectives with the people who report to them, provide feedback, review and 

evaluate performance, agree any actions required to develop capabilities and 

manage performance, and complete a report on the outcomes of these 

 activities. It can therefore be argued that a performance management system 

is no more than a formal description of a natural process. As such, it has its 

uses as a framework for managing performance, but it does not mean that it 

has to be blown up into a bureaucratic process that purports to provide all 

the answers to managing performance. As a framework it may help, but it 

should not be regarded as the ultimate answer. The effective management of 

performance is much more about exercising effective performance leadership 

than conforming to the requirements of a system.

The �rst section of this chapter describes the overall features of a formal 

performance management system. The next three sections summarize the 

main constituents of such a system, namely: performance and development 

planning, monitoring and reviewing.

Features of a performance management system

A performance management system is a de�ned set of procedures for plan-

ning, monitoring, reviewing, evaluating and reporting on performance that 

03
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are interconnected and, in sequence, constitute an organization’s formal ap-

proach to managing performance.

Ideally, the system �ows from the organization’s objectives and then oper-

ates as a continuous and self-renewing cycle, as shown in Figure 3.1.

PLAN

Performance and

development agreement

1  Define role

2  Define objectives 

3  Agree development plan

MONITOR

Manage performance

throughout the year

1  Monitor performance

2  Provide continuous feedback

3  Provide coaching

4  Deal with underperformers

REVIEW 

Joint analysis of

performance

1  Review performance

2  Evaluate (rate) performance

3  Report on performance

Organization’s strategic plan

Figure 3.1  The performance management cycle 

Three examples of performance management models are shown in Figures 3.2, 

3.3 and 3.4. They exhibit similar features. It is notable that coaching plays a 

central role in two of them.

These models depict an apparently logical sequence of activities, each of 

which contributes cumulatively to the achievement of the objective of im-

proved performance. There is nothing wrong with the logic. But the success 

of the process depends on each stage being conducted properly. And this 

makes demands on the participants – managers and their team members – 

that can be hard to meet. The nature of these demands under each of the 

three headings of the cycle is summarized below.
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Plan

Stage 2

Performance

planning

Stage 3

Performance

development

Stage 4

Performance 

improvement

Do

Evaluate

Stage 1

Business roles

Figure 3.2  Model of the performance management system in AstraZeneca 

Performance planning Personal development planning

Balanced scorecard

Individual performance plan

Individual performance

Development framework

Personal development plan

Manager

as coach

Figure 3.3  Model of the performance management system in Halifax Bank 

Development

planning

Performance

review

Total

compensation

Performance

planning

Ongoing coaching

and feedback 

Figure 3.4  Model of the performance management system in Pfizer Inc. 
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Performance and development planning

A performance and development plan or agreement is the outcome of the 

decisions made jointly by the manager and the individual during the planning 

part of the performance management sequence. Its purpose is to provide a 

foundation for managing performance throughout the year and for guiding 

development and improvement activities. It can be used as a reference point 

when planning and reviewing performance and is therefore a key component 

of an ideal performance management system. It contains agreements on 

 expectations in the form of the results, competencies and actions required – 

 de�ned as performance and learning objectives – and on action plans to de-

velop performance and abilities. Individual objectives are agreed, which �ow 

from departmental and organizational goals and support their achievement, a 

process known as ‘cascading’. The alignment of individual objectives with the 

organization’s strategic goals is generally regarded as a key feature of a per-

formance management cycle. The basis for these agreements is a role pro�le 

that is jointly developed by the two parties. Performance and development 

planning is described fully in Chapter 7 and de�ning objectives in Chapter 11.

Monitoring

Perhaps one of the most important features of an ideal performance manage-

ment system is that it is a continuous process which can be described as on-

going performance management or ‘managing performance throughout the 

year’. This means regularly monitoring outcomes against plans, providing or 

obtaining feedback and ensuring that corrective action is taken when neces-

sary. The feedback and recognition of good work by the manager is provided 

as and when appropriate, which means at the time or immediately after an 

event has occurred rather than being saved up for a later formal performance 

review session. Managing performance throughout the year also means up-

dating objectives and providing continuous learning on the job or through 

coaching. Another requirement is to deal with underperformers in good time 

so that improvements can take place.

The ongoing management of performance is important and ought to take 

place whether or not there is a formal performance management system. It 

will not always happen even if there is a system, but it will be carried out by 

effective managers when such a system does not exist.
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Reviewing

A de�ning feature of a traditional performance management system is a for-

mal performance review, sometimes called a performance appraisal, which 

typically takes place annually.

Formal performance reviews are traditionally annual events in which a 

joint analysis of performance over the past year takes place to establish 

the extent to which objectives have been achieved and the development 

plan has been implemented. They often provide for some form of perfor-

mance evaluation through rating or ranking. And this may inform perfor-

mance pay decisions. Following the review, a revised performance and 

development plan is agreed for the next year. The outcome is recorded on 

a performance management form (online or paper) illustrated in Chapter 

9 (Figures 9.1 and 9.2) and submitted to HR or some other authority.

The use of formal annual reviews has been the subject of much criticism, 

as set out in Chapter 4. A number of organizations have abandoned them in 

favour of less formal and more frequent performance and development con-

versations or ‘check-ins’ throughout the year.

The reality of performance management

The model of a performance management system shown in Figure 3.1 is 

straightforward and persuasive. The performance management cycle closely 

resembles the cycle for continuous improvement de�ned by William Deming 

(1986): ‘plan-do-check-act’. This is not a coincidence. Performance manage-

ment is also concerned with continuous improvement. However, in practice, 

the system often probably does not work according to plan. There are four 

problems with the model.

1 It indicates a steady progression through the stages of performance 

management, each of them linked together. This is desirable but in reality 

may be dif�cult to achieve. The natural tendency of managers is to 

compartmentalize these activities, if they carry them out at all. They do 

not always appreciate how they are connected and what they should do to 

ensure that the cycle does work smoothly.
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2 It can encourage an over-elaborate approach. Systems designers may be 

tempted to cover every aspect of the model in detail and turn what should 

be a natural and straightforward management process into a bureaucratic 

nightmare with complex procedures and intricate paper- or computer-

based forms. When developing a performance management system the 

watchwords are ‘keep it simple’. Remember that line managers may be 

even more reluctant to do it well if they have to follow over-elaborate 

procedures and understand obscure jargon. The important thing is to 

ensure that the basic processes are explained and illustrated in 

communications about the system and in training programmes.

3 Cascading the organization’s strategic goals to individual objectives is 

more dif�cult than it sounds. Strategic goals at organizational level may 

not always translate easily into individual goals because organizational 

goals are not de�ned well enough or are too remote from the work of 

individual employees. Many commentators have extolled the virtue of 

alignment; few have made practical suggestions about how to achieve it. 

Strategic goals will probably be determined by top management without 

consulting employees, and simply ‘cascading’ goals downwards contradicts 

the performance management principle that people should be involved in 

agreeing their own goals. The answer to this objection is that, although at 

individual level account should be taken of overarching goals, individuals 

can usefully take part in discussions on how they can further the 

achievement of those goals.

4 The successful application of the model will largely depend on the context 

in which it operates. Fletcher (1993) noted the evolution in many 

organizations of a number of separate but linked processes applied in 

different ways according to the needs of local circumstances and staff 

levels. Some organizations reject the concept of a bureaucratic, centrally 

controlled and uniform system of performance management that is implied 

by the model, and instead accept that, within an overall policy framework, 

different approaches may be appropriate in different parts of the 

organization and for different people. Performance management is applied 

in many ways according to the context in which it is used. These ways will 

not necessarily conform to those prescribed by the model. The contextual 

factors include the type of operation and the organization’s structure. 


