
Insight paper

How a back-to-basics approach builds a foundation 
for people and organisations to succeed
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Inspire your people

More organisations are working 
to unlock the potential inside 
their people to improve 
performance.

As Jef Pauwels, head of Learning 
and Organisational Effectiveness 
for Philips, the global electronics 
company, put it: “If you look at 
Philips’ strategy going forward, 
talented people will be the only 
way to reach our goals.”

But what processes should you 
put in place to engage your 
people? According to the 533 
business and human resources 
executives in 44 countries 
who answered the Lumesse 
Performance Management 
Assessment tool, it could mean 
a back-to-basics approach for 
some. 

When we look at the results from 
this tool, some organisations 

have experienced significant 
improvements in employee 
performance. The results from 
these leaders sharply contrast 
with those who are experiencing 
little or no improvement – the 
laggards. The leaders are far 
more likely to be implementing 
fundamental talent management 
practices – and far more likely to 
be experiencing success.
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• �Cascading�goals: The people 
and the organisation should 
be working towards the same 
goals. Our leaders have 
demonstrated this because 
almost half (47%) have 
cascading goals for most or all 
employees, versus only 19% of 
laggards. 

• �Connecting�pay�and�
performance: Rewarding 
people for contributing to an 
organisation’s success can 
light the fire for performance. 
Amongst the leaders, 40% 
say most or all employees are 
able to see a clear relationship 
between personal performance 
and compensation and benefits. 
Only 12% of laggards can say 
the same. 

• �Measuring�managers�on�
leadership�effectiveness: 
People leave bad managers, 
and they work hard for good 
ones. Our leaders understand 

this and hold their managers 
accountable, with 42% 
saying they measure most or 
all managers on leadership 
effectiveness. Only 12% of the 
laggards do.

• �Using�financial�metrics�to�
create�employee�goals: Many 
organisations find it challenging 
to implement financial metrics 
for people who do not have 
profit/loss responsibility or do 
not work in sales. As a result, it 
is not surprising to see room for 
improvement in this category. 
Even amongst leaders, only 
28% have financial metrics as 
goals for most or all employees. 
This is still far better than the 
laggards, where only 12% can 
say the same.�

Because the leaders are applying 
these performance management 
best practices, this group is 
far more likely to retain high 
performers and high potentials 

than the laggards. More than 
a third of the leaders (35%) 
retained more than 90% of 
their high performers and high 
potentials over the past two to 
five years. Only 14% of laggards 
were able to retain their best 
people.

“Now that the worst of the 
recession seems behind us, 
organisations are enhancing 
performance management 
processes to develop the talent 
that will be needed for growth 
and competition,” said Matthew 
Parker, CEO of Lumesse. “People 
create performance. These 
results show that substantial 
opportunities to help your 
people are often hiding in plain 
sight. Getting more out of your 
performance management 
programme may be as simple 
as taking a back-to-basics 
approach.”

What are the leaders doing differently?
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1 Bersin & Associates. 2009 Talent Management Fact Book.
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Comparing leaders and laggards

Cascading goals 
for most or all

Connecting pay and 
performance for 

most or all

Measuring managers on 
leadership effectiveness 

for most or all

Using financial metrics 
to create employee 
goals for most or all

Refocusing on fundamentals
For the past few years, some 
talent needs have taken a back 
seat to more urgent priorities as 
businesses focused on mitigating 
risks and controlling costs. 
That does not mean that talent 

management – and specifically 
performance management – went 
unaddressed. At the beginning 
of the downturn in 2009, 40% 
of business leaders said that 
performance management would 

be a top priority as firms sought 
to navigate an environment that 
included downsizing, layoffs and 
restructuring.1
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However, simply adopting 
performance management 
did not guarantee results. The 
bottom 31% - the laggards 
– reported only minimal 
improvement or uncertain results 
from their programmes. Why?

When we compared the leaders 
– the top 20% who reported 
significant improvement – with 
the laggards, the differences 
were clear. The leaders were 
adhering to the tried-and-true 
talent management basics,  
such as:

• Aligning individual employee  
 goals to those of the  
 organisation

• Paying for performance

• Enabling line managers  
 to support coaching and  
 development

• Establishing clear,  
 measureable goals2

 

Bersin & Associates research 
has shown that adopting these 
practices allows organisations 
to consistently produce desired 
results and outperform the 
competition regardless of the 
business climate. In this light, 
it is not surprising to see that 
the leaders were far more likely 
to have implemented these 
processes than the laggards. 

If your organisation is looking 
for ways to improve its employee 
performance management 
processes, we would like to 
help inspire your people. The 
following recommendations and 
top tips are designed to do more 
than establish more efficient 
processes. Instead, we want 
to help your talent create real 
success. 

To what extent do you think your performance 
management process has driven improvements in 
individual employee performance?

Some 
Improvement

20%

7%

8%

13%

3%

49%

Significant 
Improvement

Minimal 
Improvement

Not 
at 
all

Do not know

Cannot 
measure

Leaders

Laggards
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How the regions compared 
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41%
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36%

32%

22%

Recommendation no. 1: Don’t overlook goal alignment
Alignment is more than just 
business-speak. If you can 
achieve it, you can improve 
business performance and 
engage your people. An 
organisation can map its strategy, 
then convert that direction 
to actionable goals for every 
employee.

The benefit is obvious: 
Employees can actually be 
working towards performance 

targets that drive success for 
the organisation. Managers can 
meet with employees to establish 
expectations and set clear 
goals. As a result, employees 
are engaged because they 
understand what they should do, 
how their work will be evaluated, 
and how their day-to-day work 
helps the organisation. Managers 
can track progress and offer 
feedback as needed. Obstacles 
can be overcome. 

Cascading goals improve 
enterprise agility and allow rapid 
course correction as needed to 
respond to the ups and downs 
in business conditions, which 
are obvious drivers of success 
in talent management. But only 
19% of laggards have cascading 
goals for most or all employees 
– far less than almost half of the 
leaders.
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What percentage of employees have personal goals cascaded from organisational goals?
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Top�tip:�Goal alignment should 
be treated just like competency 
management – as an essential 
first step in any talent 
management initiative. However, 
collaboration is required to 
develop goals for all employees. 
HR can act as a steward and 
facilitator, but management 

must take the lead in driving 
goals.3 Technology can make the 
process easier. “Performance 
management technology allows 
us to categorise our objectives 
or goals into corporate initiatives 
or individual projects/tasks,” 
said Rhonda Bromley, Director 
of Training and Employee 

Development for Ash Grove 
Cement Company. “The system is 
an important tool for tracking this 
and other performance data.” 
With corporate objectives and 
individual behaviours aligned, 
increases in engagement and 
productivity can follow.4 
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Recommendation no. 2: 
Make the connection between pay and performance
For organisations that make 
performance management a 
priority, the need to connect 
pay with employee performance 
is key. However, 45% of HR 

practitioners cite the manager’s 
inability to differentiate between 
high and low performers as a 
top barrier to effective employee 
performance management.5

That is where most laggards 
seem to be – only 12% said that 
most or all of their workforce can 
see a clear relationship between 
performance and compensation.

0 5% 10% 15% 20% 25% 30% 35% 40%

Leaders Average

Overall Average

Laggards Average

How the regions compared 

The Americas
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United Kingdom

France, Italy, Benelux, 
Scandinavia

How many organisations say that 70-100% of employees see a connection between 
performance and compensation / benefits?

40%

24%

12%

35%

30%

22%

21%

20%

5 Bersin & Associates. Development-Driven Performance Management. 2010.
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7  Bersin & Associates. Building a High Performance Organisation. 2009.

What percentage of your workforce can see a clear relationship between their 
personal performance and their compensation and benefits?

70-100% 31-69% 0-30% Cannot
measure

Do not 
know
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Top�tip:�Use pay for performance 
as a development opportunity. 
“Pay for performance programmes 
are most effective when they 
combine high quality feedback, 
clear direction and appropriate 
rewards,” said Michael Boedewig, 
a principal at Deloitte Consulting 

who specialises in human capital 
management. “These programmes 
should be used as a catalyst for 
conversations about achieving 
immediate goals as well as long-
term development.” Research has 
proven this. Companies in which 
most employees have high-quality 

development plans have 27% 
lower turnover than companies in 
which few or no employees have 
development plans. In addition, 
companies with high-quality 
development plans have twice the 
revenue per employee.7

Gartner research shows that 
linking pay and performance 
is one of the main factors 
in purchasing an employee 
performance management 
solution.6 That’s because pay-for-
performance discussions can be 
the foundation of development 
conversations between 

employees and managers. 
Frustration occurs when 
employees don’t understand 
how they are rewarded for their 
work – and especially when 
they don’t understand what 
they need to do to earn more. 
When employees perceive that 
remuneration decisions are 

based on a manager’s opinion 
of performance and not the 
achievement of measurable goals, 
the process can seem unfair and 
cause employees to disengage. 
A rewards strategy based on 
clear, measureable criteria that 
employees can strive for and 
achieve does the opposite. 
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How the regions compared 
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How many organisations say that 76-100% of managers are measured on 
leadership effectiveness?
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23%

12%

38%

32%

28%

21%

17%

Recommendation no. 3: 
Hold managers accountable for developing their people
Although cascading goals and 
pay for performance can provide 
clear direction for the manager-
employee conversation, a 
manager must step forward and 
lead. Employees want and need 
feedback, and true performance 
management can’t just be a 
once-a-year event. It has to be 
an ongoing conversation in the 

workplace, where managers 
focus less on telling employees 
how to get things done and more 
on offering advice about how to 
accomplish goals.8 

There is a direct relationship 
between good leadership and 
employee commitment. Great 
leaders attract, hire and inspire 
great people. A mediocre 

manager will never attract 
or retain a high-performing 
employee.9 The leaders seem to 
understand this and are holding 
managers accountable for results; 
laggards are not.
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Top�tip:�Hold managers 
accountable after you provide 
them with adequate training and 
support to succeed. You can’t 
expect your managers to inspire 
your people without training and 

leadership development. You 
also can’t expect results unless 
you make time for managers to 
actually manage. A performance 
management system can ease 
the administrative burden on line 

managers. It can also provide 
them with access to performance 
data and other crucial support for 
performance conversations. 

What percentage of managers are measured on leadership effectiveness? 

76-100% 51-75% 26-50% Cannot
measure

Do not know

11

23

11

34

11 10
12
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9

41
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0-25%
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Recommendation no. 4: 
Develop goals based on financial metrics for all employees
Some organisations operate with 
the belief that financial metrics 
such as revenues, sales, cost, and 
market share are only relevant 
to senior managers or certain 
roles that lend themselves to 

financial measurement, such as 
sales. Many organisations find it 
challenging to establish financial 
metrics for most or all employees. 
Even amongst the leaders, 29% 
say they use financial metrics 

as part of goals for a majority of 
employees. Only 12% of laggards 
can say the same. Room for 
improvement exists.

How the regions compared 

0 5% 10% 15% 20% 25% 30%

Leaders Average

Overall Average

Laggards Average

The Americas

Germany

Asia Pacific

France, Italy, Benelux, 
Scandinavia

United Kingdom

How many organisations say that 76-100% of employees have financial metrics 
as part of goals?
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19%
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29%
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Leaders Laggards

What percentage of employees have financial metrics as part of their goals?  

76-100% 51-75% 26-50% Cannot
measure

Do not know
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33
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0-25%

Top�tip:�Don’t be afraid to start 
small with metrics. You don’t 
need a Big Bang approach. 
Focus on compliance and 
efficiency metrics first before 

moving into strategic-level 
business transformation metrics. 
Over time, these metrics can 
become more sophisticated and 
strategic.10 As that happens, you 

may find that your organisation 
needs to focus on only a few 
key metrics, not an extensive 
dashboard of data.

With clear direction and 
achievable goals, every employee 
can play a role in increasing 
revenue and reducing costs. 
“Generating revenue against 
plan would be more relevant 
to those in sales roles but less 
relevant to those working in HR,” 

said Jamie Whitmore, Director 
of Executive Talent Development 
for Merck. “However, generating 
in-year efficiency savings would 
be relevant to a wide variety of 
roles, including HR.” A customer 
service representative at a call 
centre may not feel that his or 

her actions could increase market 
share for your company. But if 
every CSR were able to reduce 
the time required to successfully 
resolve support centre calls and 
improve customer satisfaction in 
a measureable way, that outcome 
is far more likely.
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How the regions compared 
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Recommendation no. 5: Monitor retention of your best people
The cost of turnover is far more 
than the price of recruitment, 
onboarding, training and time 
to productivity. Retaining high-
performing employees (HIPERs) 
and high-potential employees 
(HIPOs) will create success in 
your organisation today and 
tomorrow.

HIPERs are far more valuable to 
your organisation than average 
performers and can be anywhere 

from three to 10 times more 
valuable, depending on the job 
role and industry.11 HIPOs are 
crucial to your organisation 
because they will be your leaders 
and innovators in the future – and 
skill and talent gaps assure that 
they will continue to be a rare 
and valuable resource.

Creating aligned goals and 
paying for performance can help 
your organisation identify and 

reward your HIPERs and HIPOs. 
Creating clear financial metrics 
for all employees can give your 
best employees clear goals and 
a chance to shine. Because the 
leaders have implemented these 
measures, retention of HIPERs 
and HIPOs are where they see 
the outcome of their hard work. 
Our leaders have been far more 
effective at retaining the best 
people over the past two to five 
years. 



www.lumesse.com

15

Leaders Laggards

What percentage of your high performers/high potentials have you retained 
over the last 2-5 years since they were classified as HIPER/HIPO?

Over 98% 96-98% 91-95% Cannot
measure

Do not 
know
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Top�tip:�A performance 
management module that 
is connected to a reporting 
dashboard provides an 
organisation with much-needed 
insight into a workforce. For 
example, tracking turnover 

amongst your HIPERs and HIPOs 
is a key metric – 51% of our 
leaders are retaining more than 
90% of this group. If you aren’t 
tracking this metric now, start 
as soon as possible. “The ability 
to record performance lets us 

measure and manage it,” said 
Lars Graaner, a senior consultant 
in Leadership Development at 
Kongsberg, an international 
technology company. 
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Better careers, better people
Achieving results from 
performance management 
doesn’t happen by accident. 
Organisations that develop 
leaders recognise this 
instinctively. “We know we must 
identify and develop talent 
proactively,” said Jef Pauwels of 
Philips. “Our company knows that 
it must have a process in place to 
manage development and that it 
must support that process with 
technology.”

As organisations get ready for 
the better days ahead, now 
is the time to prepare your 

performance programmes and 
your people. Do not take the 
basics for granted, and remember 
that technology makes it easier 
for both you and your people to 
see results. According to Bersin 
& Associates, implementing a 
technology solution is one of 
the highest-impact changes 
an organisation can make to 
modernise its performance 
management system.12 

Implementing that technology 
effectively requires an expert 
partner who understands 
performance management 

best practices and how culture 
impacts them. Wherever you are 
in the world, we offer you access 
to experienced teams  in the 
places you work, who speak your 
language and understand your 
culture and business practices. 
We are ready to work with you. 

Success is a journey and not a 
destination. The goal is to help 
your people, your managers and 
your organisation continuously 
improve, to reach their full 
potential. We can’t wait to get 
started! 

As demonstrated in the outcome of this insight paper - by taking the Performance Management 
Assessment Tool you can assess the effectiveness and reach of your performance management process. 
Results provided from the tool will help you identify where you need to focus your efforts and which 
areas are producing the results. See how performance management can contribute to the success of your 
business.

http://tools.lumesse.com/insight-tools/en-gb/

Assess the performance of your organisation



About Lumesse
Lumesse is the only global company making talent management solutions work locally. We 
help customers around the world to implement successful local talent management initiatives 
that identify, nurture and develop the right people, in the right place, at the right time. Our 
multi-cultural background and presence means we understand how to deliver talent solutions 
that work the way our customers work, as individuals and as teams, because no two people, 
organisations or cultures are the same. We regard differences as strengths, not as obstacles. 
1,700 customers work with us in over 70 countries because they recognise that commitment, 
innovation and value only come from people. We help customers to unlock and inspire 
that human potential in their businesses. Our integrated talent management solutions are 
comprehensive, intuitive, secure and fully internationalised into over 50 languages.

We have Lumesse offices and partners in more than 40 countries, covering EMEA, the  
Americas and Asia-Pacific. To find your nearest office and talk to someone who speaks  
your language, visit:

www.lumesse.com/get-in-touch
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