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FOCAL ARTICLE

Why Is Performance Management
Broken?

ELAINE D. PULAKOS anDp RYAN S. O'LEARY
PDRI, an SHL Company

Abstract

Although extensive research and practice have focused on understanding and improving performance
management systems in organizations, the formula for effective performance management remains elusive.
We propose that a significant part of the problem is that performance management has been reduced to
prescribed steps within formal administrative systems that are disconnected from the day-to-day activities
that determine performance management effectiveness (e.g., communicating clear work expectations, setting
short-term objectives and deadlines, and providing continual guidance). We argue that interventions to improve
performance management should cease their exclusive focus on reinventing formal system features. Although
well-developed tools and systems can facilitate performance management, these alone do not vield effective
performance management. In lieu of making further changes to formal performance management systems,
we argue for devoting more attention to improving manager—employee communication and aspects of the
manager—employee relationship and propose an approach we believe holds promise for improving performance
management processes in organizations.



Interventions to Improve
Manager-Employee
Communication and Relationships

The effectiveness of the relationship
between a manager and an employee has a
profound effect on how they engage in the
performance management process and the
outcomes they experience (Daniels, 2000).
In fact, it has been argued for many vyears
that one of the most important determinants
of whether or not performance manage-
ment will achieve its maximum benefit is
the quality of the manager—employee rela-
tionship (Beer, 1981; Pulakos & Wexley,
1983; Wexley & Pulakos, 1983). Peterson
and Hicks (1996) have supported this
notion in discussing trust as an essen-
tial prerequisite for effective development
and coaching. These authors report that
employees who have solid, trusting rela-
tionships with their managers are more
willing to follow the manager’'s lead and
more confident they will be treated fairly.
Effective manager—employee relationships
have also been associated with perceptions
of performance management fairness and
procedural justice (Beer, 1981; DeCotiis &
Petit, 1978; Wexley & Klimoski, 1984).
Trust, effective communication, and good
manager—employee relationships were also

Building Trust

Without a basic level of trust it is
unlikely that communication and engage-
ment between a manager and employee
will be productive or lead to positive
outcomes. Alternatively, when there is
a high level of trust between managers
and employees, they are more comfort-
able with each other and more willing and
able to engage in effective performance

manag‘ mant  Potorcon and Hicle (10O0GE)

provide Conducting Effective

manags  Performance Conversations

along _

import: The importance of feedback to the per-
ing re: formance management process has been

consistently acknowledged for decades in
the research literature (Bernardin & Beatty,
1984; llgen, Fisher, and Taylor, 1979;
Lawler, 1994; Maier, 1958; Murphy &
Cleveland, 1995). The effects of feed-
back have the potential to be profound,
influencing both future performance (llgen
etal., 1979; Kluger & DeNisi, 1996) and
job and organizational attitudes (llgen,
Peterson, Martin & Boeschen, 1981; Pear-
son, 1991). Given the criticality of feed-




L;}L» Sloce]

JS b a1y 395 gt sl 55 g3 85 sl 6,503 3,8 5
w‘ ob)f M‘g 9

0.0 45‘)‘ )JLo Ja.wy Slosel D..\JU\SWL.Q9)£A L;l.{b J.Lo )‘Ls'i’ ¢

*
*e

ol




Proposed Model of Trust

Factors of
Perceived
Trustworthiness
== —m = m= ===
I . Perceived Risk
1 Ability
t
1
I Tak
1 Risk Taking in
—» | Benevolence Trust Relatio nsh?p —=  Qulcomes
1
1
1
: Integrity
i
Trustor's
Propensity

Mayer, Davis and Schoorman (1995). An Integrative Model of Organizational Trust. Academy of Management Review, 20 (3), 709-734.
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\ The Ladder of Inference

1, /—\‘ Take

Action
Draw conclusions

Interpret data

Select data

Available

data
Adapted from Chris Argyris
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