
SAP Best Practice
Running Simple: 5 new best practices to make HR less complex and more effective

Best Practice #2: Rethink Performance 
Management to Run Simple
How to Make HR Less Complex and More Effective
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Numerous surveys have demonstrated that 
businesses of all sizes and industries are facing 
significant workforce challenges, including:

• Employee engagement eroding to all-time low
• High worker attrition rates that continue to 

grow
• Short supply of talent qualified for future 

leadership roles 

Real progress takes fresh ideas and strategies – 
not conventional HR practices that have been 
ineffective. Here are some promising and 
practical approaches drawn from today’s most-
innovative thinking and research. 
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Why It’s Time for a Change

As a form of annual appraisal in which raises and promotions are 
awarded based on competitive rankings, performance 
management has mushroomed into an unwieldy, complex 
behemoth that fails to make anyone happy.

According to Deloitte Consulting LLP and Bersin by Deloitte, 
only 8 percent of global organizations claim that their 
performance management process is worth the time spent on 
it.1 In the same study, more than 70 percent are considering 
redesigning and simplifying their approach.2 These findings are 
echoed in a survey by Knowledge@Wharton and SAP, as 72 
percent of HR professionals cite excessive process or decision-
making complexity as a reason why their business is not 
achieving its goals.3 

If these studies are any indication, performance management is 
ripe for redesign. However, this is no small undertaking. To make 
the case within and beyond the HR area, it must be widely 
understood why this change is long overdue.  

Outdated Processes
The time-honored concepts of annual talent cycles, annual 
reviews, leadership driven from the top down, and training do not 
fully serve the reality of today’s workforce and business. Instead of 
improving engagement, motivation, and retention, these 
traditional practices often create busywork and discord. 
Performance management must involve more coaching and 
feedback as well as continuous and frequent dialogue between 
the supervisor and employee. 

Performance management is no longer 
fully aligned with the needs of today’s 
workforce and business – and therein lies 
the problem.

Unreasonable Complexity
The pace of modern business drives the need to simplify because 
traditional HR practices are a poor fit for today’s nimble, team-
driven, and fast-changing business dynamics. Plodding workflows 
have costly by-products. Take recruiting, for example. A typical 
hiring scenario might have ten steps, where only two are 
necessary. While the process lumbers along, promising job 
candidates are recruited and hired by more agile competitors. 

New Realities of the Job Market 
Companies do not have the luxury of pushing out low 
performers. Everyone has to be coached and developed to 
succeed. It is still important to cultivate high-potential talent and 
future leaders, but not at the cost of alienating everyone else. 

The up-or-out model of performance management does not 
work well when talent is highly mobile and specialists are 
scarce. Right now, both conditions are true. Employees who 
feel ill-treated or under-appreciated are willing and able to 
leave – especially the best and brightest. With social 
networks and tools at their fingertips, it’s easier than ever to 
find new positions. Plus, the recent healthcare law removes 
any incentive for staying in an unfulfilling job just for the 
health benefits. 

WHY IT’S TIME FOR CHANGE

1. Global Human Capital Trends 2014: Engaging the 21st-century workforce, Deloitte Consulting LLP and Bersin by Deloitte, Deloitte University Press, April 2014.

2. Ibid.

3. Business Simplification in Human Resources: New Tools for Managing Today’s Workforce, Wharton School of the University of Pennsylvania, July 2015
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WHY IT’S TIME FOR CHANGE

Complicating matters more is the rising trend of employees 
who report to more than one manager. In fact, it is 
estimated that spans of control are between 20 percent and 
30 percent higher than they were five years ago. As more 
groups are managed by cross-functional team leaders, 
traditional single-manager evaluations do not present the 
full picture of an employee’s achievement and performance. 
As a result, feedback should come from many sources – not 
just one supervisor. 

The Power of Social
By enabling people of all levels to openly share goals, 
recognition, and project-related insights, enterprise social 
tools add a new and valuable dimension to the workforce 
culture. Evidence shows that folding this informal, 
transparent feedback into appraisals improves motivation 
and fosters innovation. 

These dynamics are further amplified  
as HR become a strategic business 
function. HR programs and leadership 
must develop and maintain a highly 
engaged and productive workforce. 
Fixing performance management is a 
critical piece of the puzzle.
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THE HALLMARKS OF THE COACHING AND DEVELOPMENT MINDSET

The Hallmarks of the Coaching and 
Development Mindset 

Enterprises are revising – and in some cases, discarding – the 
old-fashioned competitive evaluation approach in favor of a 
continuous coaching and development model. The new 
paradigm is less about competition and more about building 
alignment and teamwork. Rather than channeling attention 
and rewards toward the best performers, the focus is geared 
towards improving everyone’s contribution. 

As part of this transition, the performance management 
concept is expanding and embracing a full range of continuous 
development, feedback, coaching, and evaluation activities 
throughout the year. Managers at all levels are taking a more 
proactive role by aligning goals, providing candid feedback, and 
communicating regularly with their teams. 

Likewise, bottom-up leadership development efforts are 
increasing. Senior executives are expected to uphold the 
standards they promote for others by modeling exemplary 
behavior and performance. 

Move Forward with Goals and Guidelines 
Before embarking on your own performance management 
redesign, take a hard look at how your business approaches 
performance management and what the business wants to 
achieve.

To get started, ask yourself these questions:  
 • Are you going through a business transformation? 
 • Are you trying to eliminate lackluster talent? 
 • Are you undercompeting for top talent?
 • Are you having trouble retaining your best people?
 • How much differentiation in compensation do you want 

to create? 

Get Help
Enlist expert input and advice to refine your performance 
management analysis. Assess enabling factors, identify 
roadblocks, and create action plans. Quantify positive and 
negative factors as metrics and map them to the talent 
management applications that have pertinent data for analysis. 
If you’re not finding relevant tools and information, consider 
upgrading your technology arsenal. 
Foster Continuous Communication
Regular discussion about performance needs to be woven into 
the relationship between the manager and employee. In a 
recent study, more than 85 percent of employees from diverse 
companies said they want this kind of ongoing dialogue. But 
only 54 percent indicated they were getting it. Closing this gap 
is integral to making the new performance management 
paradigm more fruitful than the old one. 

Cultivate Coaching Skills
How do you instill a culture of ongoing conversation, goal 
setting, and continuous coaching? Don’t expect managers to 
already possess these skills and know these practices. Begin 
by hosting expert-led seminars to instruct them. Then, make 
sure managers “walk the talk” by conducting monthly feedback 
sessions with their subordinates. 

Emphasize the Positive
According to recent research, acknowledging good work 
matters as much if not more than criticizing mistakes. Positive 
feedback strengthens morale and job satisfaction and lets 
employees know they are on the right track. 

This is not to say that managers shouldn’t correct errors and 
missteps. They should. But, remember that coaching’s primary 
purpose is motivational. Positive feedback, when merited, is an 
important part of the equation. 
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Make Goal Management Agile, Frequent, and Transparent
Leading-edge companies keep objectives simple, revisit them 
often, and publicize them within the organization. 

Consider these best practices: 
 • State objectives clearly and impartially.
 • Help ensure expressed goals contribute to the company’s 

business strategy.
 • Tie goals to each employee’s primary job expectations and 

responsibilities.
 • Avoid overlap and minimize conflict by making departmental 

goals visible to all managers.
 • Make goals specific, measurable, achievable, relevant/

realistic, and time-bound.

Focus Less on Numeric Ratings
Quantifying and comparing the relative value of employees is 
still useful, but such ratings should play a small role. Because a 
five-point scale is not always accurate and fully balanced, 
metrics should be derived more broadly. 

Get richer, more-equitable assessments by tapping into 
sources such as: 

 • Employee self-evaluations
 • Feedback from peers, subordinates, and external colleagues
 • 360-degree reviews
 • Notes from ongoing dialogues
 • Quantitative performance-related metrics such as sales 

reports and deadline logs 
 • Values-based scales and other techniques to deliver 

feedback and advice rather than just a numeric grade 
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THE HALLMARKS OF THE COACHING AND DEVELOPMENT MINDSET

Loosen the Tie Between Compensation and 
Performance Rating
The one-to-one correlation between salary and competitive 
ranking should be relaxed to give weight to information such as 
skill shortage, employee proficiency in a specific area, and the 
value of their position in the marketplace. For instance, the 
likelihood that competitors will try to poach an employee or 
candidate should be assessed.

Simplify Your Processes
Performance processes can frustrate supervisors with forms, 
procedures, and tasks. Reduce complexity by using your basic 
objectives as guideposts for progress, rather than allowing 
process to become an end in itself. Forward-thinking 
companies typically equip managers with philosophies, tools, 
and coaching skills, and then allow them to manage their 
teams in their own way. 

Use an Enterprise Social Platform
After an initial period of evaluation, social tools have proven 
their business value. They reduce e-mail traffic, help far-flung 
teams work together efficiently and productively, enable open 
communication across hierarchies, and act as a conduit for 
informal learning. Social employees are more engaged, 
innovative ideas circulate more quickly and widely, and 
enterprise culture becomes more responsive to emerging 
market trends and opportunities. 
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FACTORING IN THE FACTS WITH WORKFORCE ANALYTICS

Factoring in the Facts with Workforce Analytics

Following mainstream practices in finance, customer 
relationship management, sales, and digital marketing, data-
driven techniques are being applied to HR activities. More 
transformational, workforce analytics have been introduced to 
integrate hard evidence into performance management. 

Psychological research demonstrates that people are biased in 
systematic ways; many of which enter into work-related 
decisions and judgments. As a result, managers and 
departments routinely make wrong decisions about their 
employees. 

In recruitment, for example, line managers regularly hire based 
on gut feel, which is another way of exercising their strongest 
biases. A more sensible course is discovering through analytics 
the qualities of past candidates that predict success and 
factoring in this information to avoid hiring missteps. 

The same logic can be applied to retention. Companies can use 
employee data and analytics to better understand why people 
leave and what impact this will have on the business. Armed 
with this knowledge, managers and HR professionals can spot 
trends and warning signs in highly valued employees and 
intervene positively before they exit or are lured away. 

Although most HR professionals aren’t trained in data analysis, 
this shouldn’t prevent such progress. The quickest way to take 
advantage of the power of analytics is to upgrade your 
technology. For example, leading talent management systems 
perform much of the number-crunching proactively. They 
augment their numeric findings with explanatory takeaway 
messages such as, “Overall turnover within your group is 
accelerating,” “Your team is losing high-potential employees,” 
or “Discover who else is at risk.” Actionable summaries like 
these are much more helpful than having to parse through and 
decipher unwieldy spreadsheets. 

For more information, visit www.successfactors.com/en_us/
solutions/talent/performance-goals.html. .
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No part of this publication may be reproduced or transmitted in any form 
or for any purpose without the express permission of SAP SE or an SAP 
affiliate company.

SAP and other SAP products and services mentioned herein as well as 
their respective logos are trademarks or registered trademarks of SAP SE 
(or an SAP affiliate company) in Germany and other countries. Please see 
http://www.sap.com/corporate-en/legal/copyright/index.epx#trademark 
for additional trademark information and notices. Some software 
products marketed by SAP SE and its distributors contain proprietary 
software components of other software vendors.

National product specifications may vary.

These materials are provided by SAP SE or an SAP affiliate company for 
informational purposes only, without representation or warranty of any 
kind, and SAP SE or its affiliated companies shall not be liable for errors 
or omissions with respect to the materials. The only warranties for SAP 
SE or SAP affiliate company products and services are those that are set 
forth in the express warranty statements accompanying such products 
and services, if any. Nothing herein should be construed as constituting an 
additional warranty. 

In particular, SAP SE or its affiliated companies have no obligation to 
pursue any course of business outlined in this document or any related 
presentation, or to develop or release any functionality mentioned therein. 
This document, or any related presentation, and SAP SE’s or its affiliated 
companies’ strategy and possible future developments, products, and/
or platform directions and functionality are all subject to change and 
may be changed by SAP SE or its affiliated companies at any time for 
any reason without notice. The information in this document is not a 
commitment, promise, or legal obligation to deliver any material, code, or 
functionality. All forward-looking statements are subject to various risks 
and uncertainties that could cause actual results to differ materially from 
expectations. Readers are cautioned not to place undue reliance on these 
forward-looking statements, which speak only as of their dates, and they 
should not be relied upon in making purchasing decisions.


