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Overview: Why the annual performance review is dead

Nearly every company uses performance reviews and the process is well entrenched as an 
organizational requirement in corporate America. And yet the process is widely loathed by 
employees and managers alike. Employees don’t trust the process, feel like it’s an inaccurate 
representation of their actual performance and believe it impedes their career. One study 
found that four out of five employees are dissatisfied with their performance reviews. Another 
showed that 44% of employees don’t believe their boss is honest during the appraisal process. 

And the picture isn’t much better from the management side as 58% of managers think that 
the review process is not an effective use of time. That same percentage, 58%, of executives 
believe that their current employee review process does not drive employee engagement. 
A study of employees, HR managers and CEOs found that 98% of those surveyed said that 
reviews are unnecessary. This disengagement is costly to American business, running as high 
as a half trillion dollars annually by some estimates. 

Yet, with all of this data showing that the process is flawed at best, over 90% of companies 
continue to use performance reviews as the basis for evaluating their workforce. And they are 
fearful of doing away with this process because, while imperfect, it’s the only method they 
have to review their talent. Should performance reviews be abandoned or is there a way to 
change the process so that it’s more effective for everyone involved? 
 

What should performance reviews accomplish?

In order to move forward with improving an organization’s appraisal process, perhaps it’s best 
to take a step back and determine what needs to be accomplished – for the employees, their 
managers, the HR department and the C-suite. 

From the employee’s perspective, an annual review is focused on what’s happened in the 
past, and is often an inaccurate portrayal of how they’ve performed their jobs. Employees 
want regular feedback – daily, weekly, monthly - on how they’re performing, where they can 
improve and how they can meet their career goals. More coaching and frequent feedback 
helps keep employees aligned with their own career objectives as well as those of the 
company. Using color-based ratings focuses on the development aspects of an employee’s 
role rather than labeling them and putting them into a specific category. And an actionable 
development plan for employees has been proven to increase the revenue per employee and 
significantly reduce an organization’s turnover rate. 

Managers see the appraisal process as a forced initiative that is disruptive, time-consuming 
and less than accurate. Most managers agree that it’s difficult, if not impossible, to fairly assess 
their employees once a year. By conducting assessments in an ongoing manner, managers can 
coach employees on how they’re performing and what’s expected of them so that changes can 
be implemented more quickly and efficiently. Managers are also relieved of annual burden of 
analyzing, reviewing and recording multiple evaluations.

Page  2| © TalentGuard 2015True Colors: A Career Development Approach to Successful Performance Management.



Page 3

The annual performance review process is often a time-consuming and inefficient task for HR 
departments. They know that the system is broken but their management has to know who’s 
performing and who’s not. By implementing a system that encourages employee participation 
and regular feedback from managers, HR can be far more efficient in evaluating employee 
performance and career development. And they can also ensure that employees and managers 
align individual performance with corporate objectives.  

The C-suite can greatly benefit from a career development approach to performance 
management. As a feedback-driven process, it encourages transparency while providing 
measurable results on a frequent basis.  And though implementing this approach requires 
a cultural change, the impact of an ongoing review process hits the bottom line directly. A 
happier workforce means more engaged employees. Improved engagement translates to a 
reduction in turnover. And reducing turnover improves profitability.  

Building a performance management process based on career 

development in your organization

TalentGuard understands how to successfully implement a performance review process 
focused on career development to help your organization achieve the goals outlined above. 
Here are six guidelines to consider when building a performance evaluation process that will 
be valued across the organization:
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1. Empower your employees. When 
employees are involved in the 
management of their job roles 
and their careers, an amazing 
thing happens – they become 
more engaged in their jobs and 
their organization. Encourage 
employees to take the initiative, 
do self-assessments and set their 
own goals. 

2. Build a dialog-based culture. 
Regular conversations – whether 
formal or informal – encourage 
employees and managers to 
discuss and resolve issues before 
they become problems.  



3. Separate performance from compensation. While employees certainly need to talk 
about their pay and incentives, tying this into a discussion about performance is not the 
time to do it. Setup a separate discussion to review compensation.  

4. Teach managers to be coaches. When managers take an active role in coaching, they 
give employees a blueprint on what they need to accomplish to achieve their career 
goals. Real-time feedback as well as access to training and resources gives employees 
the toolkit needed to achieve their objectives.  

5. Use technology to expedite the process. The best performance management solutions 
are based on a competency architecture that unifies employee behaviors, functional 
skills, qualifications and work-style preferences. With an easy-to-integrate, competency-
based platform like TalentGuard’s Performance Management, you can quickly improve 
your review process and give your employees and managers a solution that works. 

6. Rethink your performance grading process. The standard grading scales – using 
descriptors (good, poor) or numbers (1-10) – are not suited for thoughtful, reflective 
conversation. A color-grading scale is a feedback-driven model and far more effective in 
driving regular, meaningful conversations.  

Your company can greatly improve your performance review process by changing how the 
process is delivered, managed and used. By fostering a change in your corporate culture 
that shifts how people think about the review process and by selecting the right technology 
to implement that change, your program will be successful. The end result will be a more 
engaged workforce, managers who communicate consistently with their employees and an 
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TalentGuard Performance Management Solution
TalentGuard’s Performance Management software offers a robust, configurable and easy-
to-use solution for appraisal conversations, reward decisions, and employee development 
planning. Our solution gives you the tools to enable consistent, continuous feedback to 
employees on their overall performance. Organizations can integrate people and performance 
processes to achieve higher levels of productivity and accountability. Immediate feedback 
empowers people to make decisions and be proactive in daily decision making while building a 
sustainable long-term solution. 

About TalentGuard 
TalentGuard offers a robust, competency-based Talent Management Software suite. The SaaS 
solution focuses on the vital areas of human resources including performance management, 
360 degree feedback, career pathing, succession planning, development planning and 
certification tracking. It is unmatched in its ability to engage and retain talent while building 
transparency for the employee and ensuring a significantly higher level of predictability in 
achieving career goals. For more information: www.talentguard.com


