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Modern performance management is overwhelming. The best 
performance management strategy will address the needs  
of your organization and employees, but where do you start?

Should you do OKRs like Google? Or maybe quarterly check-
ins like Adobe? Does Deloitte have it right with project-based 
reviews?

At PerformYard, we’ve helped hundreds of organizations 
create custom performance strategies that are just right 
for their needs. In this guide, we share five steps to create 
a performance management process that’s right for your 
organization.

1

Introduction
This Guide Is For…
Anybody who wants to shift 
their organization’s performance 
management process in a way that 
makes it more valuable for employees 
and the entire organization. 

You’ll Learn How To:
• Diagnose what’s driving and 

limiting your employees

• Choose a performance 
management strategy that fits the 
needs of your organization

• Turn your performance 
management vision into a process

• Get buy in from your employees

• Evolve your process alongside 
your business
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1 Understand Your 
Organization’s Needs

The first step to creating a modern performance management 
system is understanding the needs of your organization and 
workforce. Your employees and their roles are unique, so your 
performance management needs will be too. Knowing your 
organization’s specific needs will help you in choosing  
a purpose for your performance management system.

Performance management is ultimately about what drives and 
limits employee performance, so we’ll start there. 

WHAT’S MOTIVATING YOUR EMPLOYEES?
At some companies, employees are driven by making money. 
At others, employees are driven by the mission. Sometimes it’s 
professional development or intrinsic to the work, sometimes 
it’s career advancement, and sometimes it’s a paycheck and  
a great work-life balance.

It’s important to be honest with yourself here. You may want 
your employees to be motivated by your mission, but perhaps 
for most of them the best part of the job is Friday at 5 p.m. 
and payday. You want to create a performance management 
process for the people you already have.

 

HOW DIVERSE ARE YOUR ROLES?
Some organizations have very clearly defined roles and know 
what strong performance looks like. Other organizations 
are made up of lots of specialists and struggle to make 
comparisons across employees.

IS THE WORK PREDICTABLE?
This will help you understand whether you want to encourage 
tactical performance or adaptive performance. Tactical 
performance is about how well employees execute in a well-
understood environment. Adaptive performance is about how 
well employees succeed in a changing environment.

IS YOUR ORGANIZATION HIERARCHICAL?
The way that information flows through an organization 
depends on the structure. In hierarchical organizational 
structures, decisions are typically made by upper-level 
management and funneled down through multiple managers. 
Flat organizations tend to have more people engaged in self-
directed work.
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2 Choose a Purpose  
for Performance Management

By answering the questions above, you’ve identified the needs 
of your organization and employees. Those answers will guide 
you in choosing a purpose for your performance management 
strategy. 

One of the biggest challenges of performance management  
is the seemingly endless variety of tactics out there. At 
PerformYard, we believe that organizations should choose the 
strategy that is right for them, not just what’s getting written 
about in books and articles. We’ve found that almost every 
organization is trying to achieve one of the following things 
with their performance management process: accountability, 
recognition, development, organizational alignment, or cultural 
alignment.

There can certainly be some overlap, but we recommend 
focusing on just one approach. Remember that you can always 
layer on another element. Deloitte focuses on recognition and 
layers on development. Netflix focuses on cultural alignment 
and layers on organizational alignment with their quarterly 
cascading goals process.
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Development
With the development approach, past 
performance informs future development. 
Employees are evaluated on growth  
or pursuit of development.

Works Best for Organizations With:
• Diverse employee roles
• Unpredictable work/no standards  

of success
• Employees motivated by professional 

growth 

At PerformYard,  
we believe that 

organizations should 
choose the strategy  

that’s right for them.

THE 5 PURPOSES OF PERFORMANCE MANAGEMENT 

Accountability
The accountability approach evaluates past 
performance against a standard and creates 
consequences for low performance.

Works Best for Organizations With:
• Many employees in similar roles
• Predictable work
• Limited opportunities  

for recognition

Organizational Alignment
Organizational alignment directs 
performance with goals and KPIs.  
Employees are evaluated on impact  
in pursuit of goals.

Works Best for Organizations With:
• A flat structure with diverse roles
• Fairly predictable goals
• Regular top-level goal setting

Recognition
The recognition focus evaluates past 
performance against a standard and finds 
and rewards the highest performers.

Works Best for Organizations With:
• Hierarchical organizations
• Predictable work/standards  

of success
• Opportunities for advancement  

and/or bonuses

Cultural Alignment
Cultural alignment directs performance  
with cultural values. Employees are  
evaluated on how well they live up to values.

Works Best for Organizations With:
• Very unpredictable work
• Diverse roles
• Professionally motivated employees
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3 Bring Together  
Reviews, Goals, & Feedback

Now that you’ve chosen a purpose for your performance 
management strategy, it becomes much easier to turn your 
vision into an actual process because you know why you’re 
evaluating employees.

Creating a process may feel daunting, but we find it’s easier if 
you break things down to the building blocks of a performance 
management system. There are many specific tactics you can 
consider, but in the end, all of them are just a variation or 
combination of three things: reviews, goals, and feedback. 

When done right, these three elements can reinforce each 
other in a complete cycle of performance management. 

Continuous feedback is a constant source of new ideas for 
performance improvement, reviews are an opportunity to 
reflect on and discuss that feedback over the long term, goals 
help turn the conversation into action, and then feedback 
comes back in to reinforce goal progress and continues to raise 
new ideas for the next review and goal-setting cycle.

This cycle helps employees reflect on their performance, take 
action, monitor their improvement, and then reflect again. 

GoalsReviews

Continuous Feedback
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REVIEWS
Annual reviews have gotten a bad rap in recent years, but  
some form of long-term structured feedback should still  
be the backbone of any performance management strategy.  
You can call them quarterly conversations, year-end check-ins, 
development discussions or something else, but the important 
thing is that you provide a place for discussions about long-
term performance.

Some of the most meaningful feedback employees can 
receive will be about long-term trends, high-level development 
opportunities, overall performance, or their career progression. 
These types of discussions often struggle to find their place 
amongst everyday responsibilities. By creating a structured 
review process, organizations make space for these important 
conversations.

Most of the issues with annual reviews come from poor 
processes, rather than an issue with long-term feedback. 
Consider simplifying your forms, asking more open-ended 
questions, increasing the frequency, and soliciting more 
sources of feedback (e.g. 360 reviews). These changes can help 
you maintain the benefits of long-term feedback while fixing 
many of the issues with annual reviews. 

GOALS
Goals in performance management are the bridge between 
talking about performance and taking action on feedback. 
Whatever form it takes, performance management should 
never solely focus on the past. The reason for performance 
discussions is to drive positive change in the future. Goals are 
the best way to ensure this important next step is taken.

When goals are set coming out of a performance discussion, 
the conversation is forced towards actionable next steps. 
This creates a more constructive dynamic and ensures that 
managers and employees collaborate not just on where to 
improve, but how to improve. Additionally, well-set goals will 
include a due date, which means that feedback will be followed 
up on. 

Structured reviews and goal setting come together to create a 
system where performance is discussed, next steps are agreed 
on, and progress is reviewed. This begins to form the primary 
cycle of an effective performance management process.
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CONTINUOUS FEEDBACK
Continuous feedback ties the long-term feedback from 
structured reviews and the intentions set through goals  
to a person’s everyday work.

Without a process for more continuous feedback, the review 
and goal-setting cycle can start to feel disconnected from  
a person’s day-to-day experience. Feedback takes the role 
of tying everything together. 

Imagine that during a quarterly check-in, your manager shares 
they believe you could benefit from a “systems approach” 
to your work. Maybe that’s good feedback, but you two are 
probably a long way from being on the same page about what 
that means. Your manager may even try to provide examples, 
but it’s hard to remember the details of what happened 
months ago.

Continuous feedback creates the opportunity for your manager 
to bring up this idea in the exact moment that it’s relevant.  
As a result, you are able to discuss their feedback with the 
context of the project you just finished working on.

If the systems approach idea comes up multiple times 
throughout the quarter, you’ll be better prepared to discuss 
what to do about it during your quarterly check-in.

Managers who provide some form of continuous feedback, 
either in real-time, through 1:1s, or another way create a base 
of ideas that they can pull from at review time.
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Now it’s time to build your process. You can evaluate every 
element and tactic based on how well it helps you achieve your 
purpose.

For example, somebody may love the idea of using Behaviorally 
Anchored Rating Scales (BARS), but if you’ve already chosen  
a cultural alignment approach, BARS doesn’t really fit into your 
purpose, as it’s all about setting a standard of performance.

We’ve put together a model strategy for each of the five 
approaches. Each of these models are just a starting point  
to help you understand how all of the elements of performance 
management come together to fit your approach. You should 
feel free to change and adjust these models to make them 
work for your specific process.

Model Strategies
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ACCOUNTABILITY
We’ve laid out a semi-annual approach for this model. The two 
cycles mirror each other with a self and manager appraisal that 
each ask for ratings on competencies or Behaviorally Anchored 
Rating Scales that are specific to the employees role.

The manager and employee can then check-in to review the 
ratings together and set professional development goals 
to correspond with the appropriate competencies, or if 
performance is very low, performance improvement plans can 
be devised. 

Between the two cycles, managers can look for opportunities 
to connect the most important competencies to day-to-day 
activities with real-time feedback.
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RECOGNITION
For this approach, we’ve put together a quarterly review 
process that evaluates employees on overall impact on the 
organization. 

Employees have the opportunity to advocate for themselves 
ahead of the manager review with a free form self-review that 
contains mostly open-ended questions.

The manager can then evaluate the employee on one  
or a handful of overall performance questions. 

The annual review has the added step of calibrating 
performance scores across the organization and then 
calculating updated compensation.



YOUR GUIDE TO CREATING A MODERN PERFORMANCE MANAGEMENT SYSTEM 11

DEVELOPMENT
For the development-focused approach, we’ve implemented 
quarterly check-ins for discussing career plans and setting and 
reviewing goals. 

There is no explicit place for evaluation, but it may still come  
up in the form of feedback and advice for employees looking  
to achieve certain goals. 

In addition to the quarterly check-ins, we’ve included a 360 
review that broadens the sources of feedback. The manager 
then compiles and presents the feedback to the employee  
to drive additional development opportunities.
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ORGANIZATIONAL ALIGNMENT
We’ve set up a cascading goal-setting process for this 
approach. 

Once, twice, or even four times a year, leadership sets the 
direction for the organization. Departments and teams then  
set their goals based on the organization’s direction. 

Regular goal check-ins and an annual goal assessment are  
also included. 
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CULTURAL ALIGNMENT
For the cultural alignment approach, we’ve set up a large 360 
review at the end of the year. This review asks for examples  
of the employee living up to or failing to live up to the core 
values of the organization. 

Regular 1-on-1s are held throughout the year for employees  
to get feedback and discuss performance with their managers.
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4 Make It Easy for 
Employees to Participate

At this point, you’ve built a process that reflects the purpose 
you’ve chosen to meet your organization’s specific needs. It 
may feel like you’re almost done, but one of the most important 
steps still remains: you need to make the process easy for your 
employees to participate.

Performance management is a company-wide initiative. If you 
really want to bring the benefits home, your strategy must be 
adopted by the whole organization—which means it must be 
intuitive and enjoyable.

Here are a few principles to follow when striving to make the 
process easy for everybody to participate.

CHOOSE BETTER OVER MORE
Start by focusing your efforts on one thing. It’s better  
to do one thing really well than to do many things poorly.  
Even if your ultimate goal is the most far-reaching performance 
management process in history, start small.

HR needs to build up trust and receive buy-in from the 
organization, which is done by knocking each new thing out 
of the park. Impress your employees with the first thing you 
introduce and they’ll be ready to jump on board with the next 
thing.

BE INTUITIVE
Don’t leave your employees on their own to figure out your new 
process—they’ll be frustrated, uncertain, and tired by the time 
they get there. Instead, provide training, share resources, and 
make the process intuitive for them to follow.

14
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BE UNOBTRUSIVE
Employees should spend all their time on the value-creating 
aspects of the initiative and none of their time on the 
administrative or process aspects. 

When the process is confusing or time-consuming, it takes 
away from the quality of the feedback employees will both 
give and receive. A strong performance management process 
should allow employees and managers to focus their energy  
on providing high-quality feedback.

STAY THOROUGH TO THE LAST DETAIL 
Details matter. Getting this right is about more than the 
questions on your forms, choosing quarterly vs. annual check-
ins, or deciding the number of peer reviews to include. A great 
performance management system is about all the little details.

Questions to Ask When 
Considering the Details 
of Your Process:

• How clear and concise are  
your emails? 

• When and how will you remind 
employees to complete reviews? 

• Where will employees see what  
is expected of them/left to do? 

• How do you encourage managers 
to leave more feedback? 

• How do employees know what  
an effective goal looks like?
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5 Evolve Your Process

The last step to building your performance management 
system is to improve, expand, and evolve your process.

Things will likely change over time at your organization, and 
your performance management system should reflect those 
changes. Here are two key principles to keep in mind as you 
evolve your performance management system.

MEASURE AND REALIGN
At Betterment, CEO Jon Stein aligned his performance 
management system and business strategy through a series  
of measured adjustments. 

At first, he started with an OKR-based approach like Google 
does. When that put Stein’s teams on objectives they didn’t 
agree with, he shifted to a system that allowed his teams  
to make narrower goals. When that system made his teams’ 
focus too far inward, he adjusted again and made flexibility  
a goal.

Rather than throwing out an entire system, Stein tweaked each 
strategy and approach within his current system, letting his 
strategy (and employees) adapt to changes in the business 
over time. He followed up with his teams after giving each new 
strategy time to sink in to see what went wrong, what went 
right, and what could be done to make their performance 
management system even better.

• What’s going wrong?
• What’s going right?
• What could be going better?
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KEEP WHAT WORKS,  
REMOVE WHAT DOESN’T
Research is a big part of Deloitte’s business, so naturally  
it factors into their performance management system. 

The top-four firm rebuilt their performance management 
strategy by crunching data and revamping their employee 
review process to be faster, more open-ended, and less prone 
to bias by removing many of the major bottlenecks (and 
paperwork) in the system.

After gathering feedback from your employees, keep what’s 
working and remove what isn’t. Many organizations jump  
from one performance trend to the next, but taking time 
 to understand what works for your business and your 
employees is the key to developing a winning performance 
management strategy. 
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Ready to Streamline Your  
Performance Management Process?

Congratulations! By following the steps in this guide, you’ve 
created a custom performance management process that serves 
the unique needs of your organization.

If you’re looking for help to execute the process you’ve laid out,  
find time with one of our product experts to get a live view  
of what it would look like to run your process in PerformYard. 

And remember this: performance management is a process, not 
a one-time event. Most organizations don’t get it right on the first 
try, and you shouldn’t expect yours to either. But by applying the 
advice given in this guide, you’ll have the tools needed to create, 
implement, and realign a modern performance management 
system that matches your organization’s needs.

GET A DEMO PerformYard is powerful and simple 
performance management software. For annual 
reviews, quarterly goals, continuous feedback 
and everything in between, we reduce the 
burden on HR and create a simple experience 
for your employees.

performyard.com 
+1 (888) 745-0761
info@performyard.com

https://www.performyard.com/demo
https://www.performyard.com/demo
https://www.performyard.com/
mailto:info%40performyard.com?subject=

