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Poor Performance Management
Leads to Employee 
Disengagement
Is your performance management not working the way it should, but you’re 
unsure of why? Is it due to a lack of consistency or are you too attached 
to antiquated structures that are no longer fit for purpose? The fact is that 
sustainable performance management is necessary to motivate employees 
and retain them at your company over the long term. If you don’t want to 
lose your employees, you need to rethink things. Both the needs of top 
talent and the processes which help engage and evaluate them have 
changed.

Set up strategic performance management

Optimize processes & measure performance

Support, motivate, and retain employees

This whitepaper will help to:

In addition, the practical guidance that HR managers and leaders alike can 
apply on a day-to-day basis.

Introduction

“Two thirds of companies have no regular, 
structured performance management 
to evaluate employee performance or 

development.”1

1Source: HR Performance Management 2020
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What Is the Current State of 
Performance Management at
Your Company?
As people partners, HR managers are responsible for strategically driving 
topics such as talent management, performance, engagement and 
employee development, explains Personio’s Chief People Officer Ross 
Seychell. And, in order to formulate strategic initiatives in these areas, 
you need to understand the status quo through and through. So, the first 
step is to familiarize yourself with your performance management as it is 
right now and how things are running. From there, and with your findings 
in tow, you can make the necessary adjustments to your performance 
management and initiate change processes.

Analyzing the Status Quo

Yes

No

Do you have set performance management processes?

You need a process to ensure that you conduct performance 
management consistently and that it is done correctly.

Individual employees
Teams
Teams and individual employees

Who is evaluated during performance reviews?

Since this is about performance, and teamwork is part of your culture, 
you should evaluate both individuals and teams. Preferably not just 
from the top down.

01
Taking Stock
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Good

Good
Good
Good
Good
Good
Good

Good

Good

Bad

Bad
Bad
Bad
Bad
Bad
Bad

Bad

Bad

Consistently with a standardized evaluation 
form for all employees

Individually with customized criteria 
for each employee

On a team-specific basis with 
customized criteria for each department

How do you organize evaluations during the performance review?

Define standards so that you can keep an eye on the bigger 
picture. Deal with each employee on an individual basis.

Not at all

On the basis of staff turnover
I use employee feedback, but without a set process

On the basis of the promotion rate
Using HR software

How do you measure your performance management?

Use metrics that are relevant for your company.

Strategic Performance Management as a 
Driver for Corporate Success

Do not underestimate how important it is to continually 
develop your employees and measure their performance in a 
fair and transparent way. Ask yourself the following questions:

How much does a demotivated employee 
cost the company?

How much is an employee’s performance affected once 
they become disengaged?

Example:  
A sales employee with an annual salary of £40,000 may 
generate £125,000 per year. If they are demotivated or 
become disengaged, they may only perform at 70% of their 
full capacity and only bring in £87,500 per year.

Not at all

Half-yearly

Monthly

Yearly

Quarterly

Weekly

How often do you conduct staff appraisals? 
What form of evaluation do you use?

The more frequent and transparent, the better. It’s that simple.

Feedback meetings

Rankings
Comparing objectives and achievements

Team evaluation
360-degree feedback
Evaluation scale

Which performance management methods are you currently using?

Please note: Feedback must be given promptly and as needed.
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How should you give feedback?

Feedback meetings should not take place one, two, three or four 
times a year but on an ongoing and preferably on an as-needed basis.

When it comes to performance 
management, many companies 
overlook one important aspect: 
being agile.

According to a trend study by 
Frankfurt Business Media, only 9% 
of companies give their employees 
continuous feedback.

Annual discussions are unfortunately 
still the norm. But this is exactly 
where the problem lies. After 
all, if you want to support your 
employees, you need to integrate 
performance management into 
your daily routine. What does that 
mean in practice? Feedback must 
be immediate, that is, take place 
as soon as a project or task has 
been completed or whenever 
the employee has performed 
well or demonstrated a high level 
of commitment. This is the only 

way that managers can support 
employee motivation all year round. 
It also allows any weak points 
to be detected promptly so that 
immediate steps can be taken to 
improve performance. If this does 
not happen until a year later, it will no 
longer make sense to the employee. 
Because no one remembers exactly 
what happened a year ago.

The “Process Retrospective”

When it comes to agile working, 
what is known as the retrospective 
is particularly useful. After each 
project, the team sits down together 
to discuss both the positive and 
negative results of the project. 
Looking back on a project promptly 
after its completion means that any 
problems can be addressed and 
thus avoided in the next project.

02
Process

“More than one in four
companies only give

employees feedback once a
year.”1

1Source: HR Performance Management 2020
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Managers tend to praise figures 
rather than effort.

However, the figures do not 
always accurately reflect 
employee performance. Make 
your managers aware that, when 
it comes to increasing motivation, 
it is also important to praise 
employees for the effort they 
have put in, regardless of the 
project results.

02
Performance management is 
not a one-way street and is not 
always initiated by the manager.

You should also encourage 
your employees to actively 
seek feedback. For example, 
Zalando uses an app that allows 
employees to request feedback 
from their colleagues at any 
time. This kind of crowdsourcing 
platform makes ad hoc feedback 
on meetings, campaigns or 
project work an easy and fun part 
of everyday office life.

03
This leads directly to the 
next point: the peer review.

This enables feedback 
between employees who 
are on the same level, thus 
creating a more differentiated 
performance assessment. 
Encourage managers in your 
company to solicit feedback 
from employees so that you can 
make an overall assessment.

04

To-Dos for HR Managers

Motivate managers to 
provide real-time feedback 
and coaching:

After and during projects

In weekly check-ins or 
one-to-ones

During monthly 
development meetings

01

Prompt

Future-oriented
Specific

Best Practice: Good feedback fulfills these three criteria:lightbulb
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Building an Interest in People
Managers spend at least 20 working hours per year on annual 
performance reviews. So it is no wonder that staff appraisals are often 
seen as an annoying and time-consuming chore. And, when that “human 
factor” or personal touch is missing, then performance management is 
doomed to fail overall.

Why? It’s quite simple: Motivated and satisfied employees perform better. 
Managers should demonstrate genuine interest in and curiosity about their 
team members, continually asking themselves: What do my team members 
do and how do they do it?

This takes the pressure off managers and shortens the time per appraisal to 
around fifteen minutes. Additionally, it helps the atmosphere become more 
informal which encourages more honest and accurate feedback.

01. Figures and performance are important, but the human 
component should never be forgotten.

02. Prompt and regular evaluation is indispensable when it 
comes to performance management.

Team members are not motivated by money but rather by recognition 
of their work. Be sure to communicate this to your managers.

03
Working With 
Managers

“Top-down discussions between managers 
and team members still dominate 

performance management.”1

1Source: Is performance management performing?
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03 – Working With Managers

To-Dos for HR Managers

“Managers act like amplifiers in a company. Therefore, 
they also require professional development using 
customized development plans.”

Christian Westin  
Leadership Development Manager, Personio

Performance management requires good 
managers. Support them with training to 
develop the following leadership skills:

Showing a human face and demonstrating 
a genuine interest in employees, while 
avoiding the impression of insincere or forced 
feedback. In coaching sessions, by always 
formulating criticism in a constructive and 
future-oriented way. Being honest and also 
addressing weaknesses and documenting 
them in performance reports. This can provide 
useful evidence for managers if there is any 
kind of crisis or emergency in the future. 
Formulating feedback as precisely as possible 
so that employees understand their mistakes 
and can learn from them.

Make your managers aware of how important 
motivated employees are for the success of 
your company.

Use the example from section one to 
demonstrate how motivated employees can 
contribute to a company’s turnover. This is 
how you can motivate managers to provide 
regular feedback.

Rethink the relationship between employee 
objectives and salary adjustments.

The software company SAP is leading the 
way: The company has separated employee 
objectives from their bonus scheme. However, 
every manager is given a specific budget 
from HR to directly reward exceptionally good 
employee performance. For example, if a team 
member performs especially well in January, 
they receive a bonus that month.

Encourage your managers to give out bonuses 
for particularly good performance throughout 
the year.

01 02 03
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04 – Performance Reviews

Less Is More
Evaluating a marketing manager based on the same criteria as employees 
in finance is as pointless as comparing apples to oranges. However, 
standardized evaluation forms are unfortunately still common practice at 
many companies. This results in confused employees who simply cannot 
understand their performance review.

A customized performance review is as important for employee motivation 
as a transparent and open evaluation process. Your employees need to 
know which criteria will be used to evaluate them and which targets they 
will be measured against during each performance period. This requires 
clear communication between managers and employees to create a shared 
understanding of what is expected:

At the end of the review, there is often a long list of aspects that either 
the employee or the manager feels should be addressed. Trying to 
achieve everything during the same performance period is unrealistic 
and counterproductive. To ensure real change, the manager should work 
with the employee to select one aspect they can focus on. However, the 
documentation of these criteria, targets and the employee’s performance 
should not be forgotten. Agile performance reviews with regular feedback 
can soon make this a monumental task that is beyond the scope of Excel 
spreadsheets.

How can criteria such as “resilience” or “initative” be precisely defined?

What does an employee need to do to achieve the best possible score 
for a specific criterion?

04
Performance 
Reviews

“Seventy-seven percent of employees 
think it should be mandatory to 

customize performance management 
for individuals and teams.”1

1Source: Is performance management performing?

Managers and employees should concentrate on the one aspect that 
they want to change during any given performance period.
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04 – Performance Reviews

To-Dos for HR Managers

Give your managers enough leeway to set 
customized targets for individual employees.

Different evaluation systems, for example 
360-degree feedback, can also be helpful for 
some positions. Involve the employees in this 
as well:

Support your managers and employees by 
providing a short list of questions to answer 
during the performance review.

Manager:

Employee:

Create a framework for proper performance 
management documentation,

For example by using HR software. In addition 
to documentation, you can also use software 
to optimize the scheduling of your staff 
appraisals.

Check the calendar to see if and when 
managers are planning to hold feedback 
meetings and, if necessary, remind them to 
also praise especially good performance as 
and when it occurs.

01 02 03

Which skills and qualifications would you 
like to gain during the next performance 
period?

Which weaknesses would you like to 
focus on?

Which tasks would you like to take 
responsibility for going forward?

What would you do if one of your 
employees received a job offer from 
another company?

At what point can you say that a team 
member is motivated and engaged?

What are the team member’s strengths 
and weaknesses?

How valued do you feel in this company?

What is currently lacking that would enable 
you to do your job better?

What do you see as your strengths and 
weaknesses?

This is something that HR software can help with. You can create a digital employee file where the 
manager can record employee performance targets and progress. The manager can then use these 
notes later on to evaluate the employee’s performance and justify their conclusions.

Best Practice:lightbulb
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What Does Performance 
Management Success Look Like?
The success of your performance management cannot definitively be 
measured until one to three years have passed – not after the first three 
months. But when can you really say that your performance management is 
successful and the system is working? Use the following metrics as a guide:

Measure the turnover rate in your company and compare the figures annually. 
If the rate sinks, it is a sign that your performance management is working 
because satisfied and motivated employees stay within the company.

Performance reviews generally involve the setting of employee objectives. 
What percentage of your employees or teams were able to achieve 100% 
of their targets? The higher the percentage, the better your performance 
management is working.

In the best-case scenario, employee development goes hand in hand with 
promotions. Here, you can also compare the number of promotions during 
specific time periods. This will allow you to keep track of the number of 
management positions that have been filled internally.

Staff turnover:

Employee performance:

Promotions:

05
Monitor Results

1Source: Is performance management performing?

Identify a metric for your most pressing issue and communicate 
it to your managers.

“Only four out of ten companies save their
performance data over the long term and 

use it for other aspects of HR.”1
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05 – Monitor Results

HR software can help you evaluate your performance management clearly 
and efficiently. On the one hand, it allows you to consider each employee’s 
performance individually. This helps you to identify weaknesses more quickly 
and take the best course of action to get employees back on track. On the 
other hand, certain functionalities allow you to keep an eye on the big picture 
and draw strategic conclusions.

How are your employees and teams performing overall?

What trends can you identify from this?

What additional positions does the company need in order to take the 
pressure off employees and enable them to utilize their full potential?

Which team members have performed exceptionally well or poorly?

Which departments were they from?

Overall, has this team done well or poorly?

Does this allow you to draw any conclusions regarding their 
manager or coaching?

Evaluating these metrics not only gives you information about the success 
of your performance management, but also tells you how engaged your 
managers are:

Begin with these questions and use them as a starting point for your 
process optimization. Your employees are also a good source of information. 
Conduct regular surveys to determine the current status of your performance 
management. How satisfied are they with their own situation and 
development? What role has the performance review process played in this? 
What do you think should be improved?

“In most companies, performance management
is carried out without the help of HR-specific software, 
which leads to inefficiencies.”1

1Source: HR Performance Management 2020

Performance Management is Complicated.
But it can be far from complicated with the right tools. With a holistic 
solution made up of agile and integrated performance management 
processes, you can minimize administrative work for HR and give your 
employees exactly what they need: transparency, appreciation, and a fair 
evaluation that will motivate them to pursue their professional and personal 
development.

HR managers play a key role in this process because they are the 
trailblazers who support every stakeholder.

As the link between all parties involved, you need to understand your 
employees’ needs and give your managers the tools they need to meet 
them. Only then will your employees enjoy success at work and, by the 
same token, lead your company to success.

Conclusion

Key Takeaways:
Performance management is a cultural issue.

Feedback needs to be given promptly.

Feedback must be given on an as-needed basis.

Feedback is not (just) a top-down process.

Performance is individual – evaluations should be individual too.

Performance management should be reflected in the figures.
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Unleashing Potential With Frictionless
Performance Management

Set up automated performance cycles and monitor progress from a single source of truth. Personio 
reminds managers about evaluations and feedback – without HR having to get involved.

Boost Performance with Personio

Automated 
performance cycles

Repeat-alt

Standardized 
feedback forms

File-alt

Automatic 
reminders

Engine-Warning

Transparent targets to 
measure progress

Analytics
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