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Foreword


by Josh Bersin 


What Is The Real Management Secret To High Performance?


Managers have been trying to unlock the secrets of employee performance for decades. And unfortunately, driven by the legacy of the industrial age, we often rely on “performance management.”


This dreaded phrase, which is widely discussed in every board room and HR department, comes with an enormous amount of baggage. In the 70s and 80s, every company copied GE, creating a “rank and yank” approach to force the bottom 10% out of the company every year. In the 90s, we focused on “continuous performance management” and feedback, trying to teach managers to coach, not lead. Today, as we enter a new decade, it’s time to think about it once again, reflecting new ideas and new philosophies of leadership.


The bottom line, however, is pretty simple. Do you want performance management to “evaluate and manage-out” the low performers? Or do you want the process to develop, inspire, and challenge your people to do much more? As Doug and Jamie’s book points out, the latter is by far the best approach.


And why is this so important? We’ve entered a period in the economy where human skills, innovation, and creative ways to solve problems almost always win out over “execution-focused” strategies. Yes, of course, every company needs to execute, but if we don’t let every individual in the company bring their own talents to the job, “execution” feels uninspired and easy to copy.


In other words, this book is all about how to manage a company that grows. In my experience as an analyst and consultant, I’ve seen hundreds of companies that “execute” like a fine-tuned machine. But many of them (GE is a great example), suffer from lots of “coverups” and other fixes to make sure the “execution” goes in the right direction. And how do you avoid this from happening? You manage people as adults; you give them power and authority; and you “enable their performance” as a leader, manager, or supervisor.


This book explains how to do this. It’s not really a book about “performance management,” it’s a book about “helping people perform.” And that, regardless of what you think, is what performance management is all about.


HR leaders and CEOs need to realize it’s time to take the plunge and move away from these archaic process that are over used today to something that will grow people and therefore attracts the best talent.


I hope you read the book carefully, dig into the stories, and use it as a manifesto. I know, from my own experience as a leader, manager, and analyst, that “helping people perform” will always get you into the right place. 


Josh Bersin


Global Industry Analyst


Advisor to BetterWorks









A Note to the Reader


THIS BOOK IS a collaborative effort between Doug Dennerline, CEO of Betterworks, and Jamie Aitken, vice president of HR Transformation at Betterworks. Throughout the book, we refer to ourselves as the collective we, and when we share personal stories we will describe events in the third person, as in “When Doug worked at Cisco” or “When Jamie attended a human resources conference” to avoid confusion and clarify who is doing what. Though we speak from two very different perspectives and work histories—Doug as a CEO and Jamie as a human resources executive—we share a unified passion for making work better. We strongly believe that to do so requires CEOs and HR professionals to work together. When we looked for books that took both the CEO’s and HR professional’s perspective into consideration when rethinking and transforming performance management, we couldn’t find one. So, we decided to write it ourselves. We knew we didn’t just want to talk the talk but also to walk the walk, so we wrote this book as a team to show that when CEOs and HR executives come together, great things can happen—for their employees, the clients they serve, and their organizations as a whole.









Introduction


MANY OF US alive and working in 1995 couldn’t say where we were on July 17. It was, for most, an unremarkable Monday. We got in our cars, drove the average thirty to sixty minutes to our corporate office jobs, showed our IDs to a security guard at the entrance, and grabbed our coffees at the coffeemaker with our company mug (Starbucks wasn’t yet on every corner in the United States) before heading to the work area. As on every other workday, we entered our offices or cubicles, looked through the stack of files left on our desks the day before, and started pushing papers and heading to the first of many in-person meetings for the week. On our lunch breaks, we headed outside, ventured into a bookstore, scanned the shelves, and found something to read while we ate our packed lunch. For those of us who lived in a major city, we could find a Borders, where we might find the newest Michael Crichton, Mary Higgins Clark, or John Grisham book just hitting the shelves or sample Madonna’s or Mariah Carey’s latest CD.


Those not in the workforce (or not even born then) might not know that Borders was one of the world’s biggest book and CD stores in its heyday. The Borders Group operated the second-largest bookstore chain (behind Barnes & Noble), had more than twelve hundred domestic and international stores, and employed about fifteen thousand people. Its revenue was $4 billion, and it didn’t look like it would slow down anytime soon. Little did Borders know that while its aisles were filled with book buyers whiling away their lunch hour, just the day before, in a garage in Seattle, a man by the name of Jeff Bezos “opened” the world’s first online bookstore, Amazon.


At first, Borders wasn’t threatened by Amazon. But then, steadily, things began to change. More and more people skipped their bookstore visits, heading online to shop. While preoccupied with several other internal mismanagement issues, Borders’s leaders simply couldn’t fathom its buyers not wanting to shop in a brick-and-mortar store for their books. They were slow to adapt to the changing landscape and paid the price. People wanted convenience—they wanted the books to come to them. They were now getting used to that. They wanted to compare prices, give and get instant reviews on the books they were reading or considering, receive customized recommendations based on their previous shopping cart, and do it all from the comfort of their own homes. Borders couldn’t see the big picture, and not only was their industry changing but also the entire world. By 2011 Borders, like the dinosaurs of the latest Michael Crichton book, ceased to exist.


While Borders was taking a nosedive in front of the world, Doug was an executive at Cisco. He watched the impact of the Internet on millions of companies like Borders that failed to reinvent themselves. Another shift is happening right now. So many people are going about their days as if nothing has changed. Yet, whether they are aware of it or not, the change we’re undergoing will be just as disruptive as Amazon was to millions of businesses worldwide—the impact of which is making waves to this day, as other companies still scramble to adapt. It’s not a company or a what, mind you, that’s changing. It’s a how; how people work. And if we don’t reinvent the processes around how we manage people, the same thing that happened to Borders can happen to companies all over the world. Just like so many brick-and-mortar stores became obsolete, so will all the companies still operating under the archaic employee-management systems and use of annual performance reviews to manage employees. Employees will leave to find employers that are invested in their growth and careers and have built processes that support that.


About Betterworks: What We Do


In the next ten years, nearly 75 percent of the workforce will be millennials. They were raised with Amazon.com; many of them can’t remember a time before. They are used to a world that responds to them, is in tune with them, and anticipates what they need.


They want convenience in their work. They want flexibility. They want to be evaluated at their jobs in ways that make sense to them. And they will not work for companies that use annual performance reviews or that track or monitor their every move with employee-monitoring software. Primarily, they want a simple and convenient performance-management tool.


In addition, the world has changed since the COVID-19 pandemic, which completely revolutionized how we work. Overnight, most of us switched to a work-from-home (WFH) model. As the pandemic lockdown progressed, we all realized we needed to adapt quickly. Even though we couldn’t be at work in person, the work had to be done. So, we figured out how to have virtual meetings, to communicate throughout the day using various apps, and to adapt to hybrid work environments. Employees became used to this type of engagement, and many enjoyed the extra time they gained in the day without a commute. They found they were more productive and able to integrate work and life in their WFH offices. Many companies were shocked that they met resistance when they demanded people return to the office, especially among millennials and Gen Zers, who thrived during the pandemic and began to question their prepandemic work environments. They started to doubt the institutions for which they were working. They want to work for organizations with their best interests in mind.


Amazon has always been successful because it has always put the customers first, anticipating their needs, asking for feedback, and responding in kind. As a result, it gives their customers more of what they’re interested in—and does so in real time. Amazon adapted itself, as a tool, from simply being an online bookstore to an application that people now rely on to buy everything. Its business model adapted to every demand of its customers. Amazon is now a logistics company, one that not only sells its products but delivers them as well. It is also one of the largest venues for small businesses, which use the Amazon platform to sell.


Successful companies do what Amazon did. They adapt, change, and grow with the times. But the best companies don’t just focus on their customers; they focus internally on their employees as well. Richard Branson, billionaire founder of Virgin Group, famously said, “Clients do not come first, employees come first. If you take care of your employees, they will take care of your clients.” Happy, engaged, and empowered employees are what make an organization go beyond being successful to being truly transformational. To be great, an organization has to rethink and transform how it engages with employees, or what is commonly called performance management or PM.


Instead of performance management, we prefer to call it performance enablement, which focuses on the following questions:




	What do I need as an employee to grow my career to develop as a professional?


	
With my manager at my side, how do I lower internal and external barriers that prevent me from achieving my goals, both personally and professionally? 





Instead of waiting a year for feedback at an annual performance review, employees want this feedback in real time throughout the year, so they can solve the problems getting in the way of their career growth and accomplish their goals today. Mind you, this is different than loading employee-monitoring software on their computers to see when they are working. Who would want to work for a company that distrusts its employees that way? Performance enablement is about regular check-ins with the manager, in which the employee drives the engagement as much as the manager. Lightweight check-ins with each other should be continuous, so employees are constantly engaged and know their work is helping their company achieve its goals.


Multiple–Trillion Dollar-Problems


Companies simply can’t afford not to change their processes. Too much is at stake. Employees today don’t want to wait for feedback, which they have little control over. Managers don’t have the time to waste five weeks preparing annual performance reviews. We have been moving in this direction for decades; the COVID-19 pandemic just got us here faster. More employees are working from home—they don’t even see their managers in person regularly. And as 2022 has shown us, unhappy employees will not wait for their companies to figure out what they’re doing wrong. It costs companies trillions of dollars. According to the Gartner company, the US employee annual voluntary turnover jumped 20 percent this year, from a prepandemic annual average of 31.9 million employees quitting their jobs to 37.4 million quitting.1 The cost of replacing an individual can range from one-half to two times the employee’s annual salary, and that’s being conservative. If a one-hundred-person organization provides an average salary of $50,000, then, with a turnover rate of 37.4 percent, replacing employees could cost up to $2.6 million a year—multiply that by every company in the United States, and that’s a trillion-dollar problem.


But that’s just the tip of the iceberg. What about those who stay? How can we make them want to stay and remain engaged? Another perennial problem faces managers and HR: How do you keep employees productive so that they achieve their goals? A trend advocates quiet quitting. Various interpretations and definitions of what it means to quiet quit exist. According to Kelsey Pelzer of Parade, it means doing the bare minimum of what’s acceptable before punching out. Workers are not leaving their jobs, but they aren’t participating in anything they perceive as out of scope. Whereas employees of all ages participate in some version of quiet quitting, Gen Z (individuals born anywhere from 1996 to 2012) have been the most vocal about it on social media. Although some workers want the paycheck while not working, quiet quitters don’t seem to mind working. They’re just not willing to sacrifice their life or private time to do any extra or off-the-clock work.2


They certainly have their reasons. According to Gallup’s State of the Global Workplace: 2022 Report, employee stress is at an all-time high. In Gallup’s summary video, it states, “The pulse of the global workplace is driven by well-being and engagement, and that pulse is dangerously low.” According to its report, most employees do not find their work “meaningful or hopeful about the future.”3 In a list of key findings Gallup stated,


Employee well-being is the new workplace imperative. Well-being and engagement interact with each other in powerful ways. When employees are engaged and thriving, they experience significantly less stress, anger, and health problems. Unfortunately, most employees remain disengaged at work. In fact, low engagement alone costs the global economy $7.8 trillion.4


Some companies think the solution is spending millions on software that tracks clicks on a computer and the time spent in front of the laptop. That doesn’t measure anything; worse, Big Brother oversight does not enable performance. It ultimately breeds contempt, stress, and, at worst, paranoia. None of it is conducive to achievement or outcomes. We believe that when there is agreement between a manager and their employees on both personal and professional goals, the employees are more engaged and goal-oriented and know their work matters and affects the overall success of the company. They don’t need a Big Brother exercising total control over people’s lives; they need to feel empowered.


New Rules of Managing Performance


We’ve seen companies we’ve worked with—Vertiv, Kroger, Colgate-Palmolive, University of Phoenix, Emerson Electric, Echelon Wealth Partners, PepsiCo, Intuit, and many more—performed better than companies that do things the old way. They’re winning against their competitors, their stock is going up, and their revenues are growing faster because they have intentionally created environments where their people are working on the most important things and therefore have better experiences. They are engaged and getting immediate feedback, and their managers are interested in their career growth and helping them succeed. And they aren’t the only ones. A 2020 Gartner poll showed that 87 percent of HR leaders were considering changes to performance reviews, and well over two-thirds of organizations make performance-management changes in any given year.5


These companies see the writing on the wall. Deloitte, in its white paper Performance Management: Playing a Winning Hand that looked at trends in how companies managed performance, found that the old rules no longer applied. New rules were in town. Instead of performance appraisals and goal-setting conducted once or twice a year, employees want check-ins conducted quarterly or more frequently with “regular goal-setting in an open and collaborative process.” Instead of feedback by managers collected at the end of the year, they want to receive it “continuously” and be able to easily review it with transparent “apps and tools.” Instead of goals being kept confidential with a focus on individual achievement, they want goals to be public and to have an increased focus on team achievement. Instead of managers evaluating employees only, employees want the opportunity to evaluate managers. Regarding compensation, employees no longer expect that information to be kept confidential or based on rating bands. Rather, they would like compensation levels to be transparent across the organization and based on their achievements. Most important, instead of managers focusing on “evaluating performance,” they would be focused on coaching and developing their employees. And all this would be done using data while reducing biases.6


In addition to having more frequent and collaborative processes in place, being more transparent and balanced, and focusing more on coaching and developing skills toward a common goal, companies are also attempting to meet employees where they are. Just like Amazon brought the world to their customer’s doorsteps, performance-enablement software brings the tool to both managers and employees. They interact with our software in the applications they live in the most, whether that’s Salesforce if they’re in sales, Jira if they’re in engineering, or Gmail or Outlook for other roles. With a couple of keystrokes, employees can communicate with their managers and vice versa about their goals and problems, which is all transparent. Within minutes they can have an answer or encouragement or whatever they need at the moment.


Managers who spent up to five weeks completing annual performance reviews now take a few hours during each quarter to communicate, with more relevant real-time information. Employees, too, wasted precious time when they could have been productive. And more often than not, the goals they initially set for the year may no longer be relevant and should have been rewritten, yet their managers rated their performance based on the previous annual review. What a waste of time that is—for everyone. We believe managers should spend no more than fifteen minutes preparing the feedback to give to each employee during regular check-ins throughout the year. The process is about changing the culture around feedback so that it’s both transparent and aligned with both the employee’s and the organization’s goals. The happiest, most productive, and most empowered employees are those who see that their daily goals and activities contribute meaningfully to the entire organization’s goals.


Our Perspective


We feel so passionate about performance enablement and empowering leaders, HR, and employees that we are writing a book about it. We have spent our careers trying to find better processes to make work better, and we can finally share what we have discovered with the world.


Doug started working in 1982 for Hewlett-Packard. At the time, it was moving from mainframe computers to minicomputers—the PC had not become popular yet, and Amazon did not exist. Five years later, Doug fell into the world of networking and saw the potential impact of the Internet on the industry. He, too, went through all the performance-management and HR processes in the companies he worked for—Hewlett-Packard, 3Com Corporation, and Cisco Systems, where he had six thousand employees working for him. With his HR business partner, he saw firsthand how terrible the processes worked. He, and others who work in this industry, are shocked that, with the world at our fingertips viaphones, laptops, and applications, companies remain stuck in the past, using old processes and systems that should have been retired long ago. Even at advanced high-tech companies like Cisco, Doug saw antiquated performance-management processes and the negative impact they had on people. Cisco has since moved to a lightweight, new process for performance, and has one of the longest-tenured employee bases in the technology industry. As the CEO of Betterworks, where we make HR software designed with its users in mind—not just in HR, but leaders, managers, and employees—Doug and his team have spent years inventing a process that has a real impact on engagement, retention, and positive outcomes for companies brave enough to go through the change to get there.


Meanwhile, Jamie has been working in the HR space for over twenty-five years and has been passionately focused on helping people at work. Unfortunately, though, it hasn’t always been easy. Over the years, she has attended numerous HR conferences, with one session at every conference titled, “Get Your Seat at the Table.” Jamie often laughs when she says, “We’re always trying to get a seat at the table and have our voices heard!” Jamie finds that HR’s moment has finally arrived. HR professionals and CEOs working together have a unique opportunity to fundamentally shift how work is done. It’s the perfect storm for HR. The turnover rate is at an all-time high. Influencers tell people to quiet quit—all while production demand is only growing and the need for engaged, driven, and goal-oriented employees is higher than ever. Now is the time for HR to assertively contribute to how businesses are operated and how employees are taken care of.


What You Can Expect


Make Work Better: Revolutionizing How Great Bosses Lead, Give Feedback, and Empower Employees will show you how to do those very things. In the following pages, we’ll highlight real-life case studies from our clients—Intuit, Vertiv, PepsiCo, Colgate-Palmolive, Rivian, Optimizely—and more. We’ll show you what’s not working and why work sucks and clearly explain what it costs your company. We’ll also offer real solutions. We’ll break down how to rethink performance enablement so the emphasis will be on transparent quarterly goal-setting, increased frequency of check-ins between managers and direct reports, structured and unstructured feedback times, and consistent recognition for work well done, and we’ll highlight the importance of using data to make the right decisions and eliminate bias. We’ll discuss how ratings work and make a case for eliminating them and disconnecting them from raises and promotions. We’ll also highlight why giving those HR folks a seat at the table is so important (and not just because we said so—data backs us up).


Of course, we’ll show how our software works and how it’s different from other applications and PM programs on the market, but this isn’t a book to sell you on Betterworks applications. Rather, we’re advocating for all companies everywhere—and their employees. We just happen to have been studying performance enablement up close, watching its massive impacts on our clients. You could say we know a thing or two about performance management and can’t wait to share what we’ve found. By the end of reading this book, we hope you’re as inspired and passionate as we are about revolutionizing how you lead, give feedback, and empower employees to make work better.


Key Takeaways




	Feedback conversations don’t have to occur in an annual review and don’t have to happen constantly. They have to happen in a collaborative and relevant way so that it matches both the work and career goals.


	Frequent, lightweight conversations, which don’t require exhaustive amounts of prep from either managers or employees and focus on personal and career development goals, in addition to work product, ensure that employees are engaged and feel supported.


	If your process and tools for feedback don’t support or enable people to get their work done, then you aren’t managing performance; you’re impeding it.












CHAPTER 1


How We Manage Performance and Why It Sucks


How We Even Got Here


When sitting down to start filling out the much-begrudged annual performance review, most HR leaders and employees will likely lament the entire bureaucratic process. HR people know it sucks. Employees know it sucks and that it doesn’t change performance. And yet, they do it. Many are not even sure why, other than the hackneyed excuse “This is the way we’ve always done it.” What few people know is that it is indeed a bureaucratic process, conceived by one of the largest bureaucracies in the world, the US War Department—all the way back in 1920. After World War I, the United States military departments felt they needed a formal evaluation of their officers and introduced the Efficiency Report. As the name suggests, it measures an officer’s efficiency.


By 1922, the departments rebranded the report as the WD AGO Form, and it was expanded to assess enlisted soldiers and their potential to become officers. The officers and enlisted soldiers weren’t just being evaluated for their efficiency but in the “domains of physical qualities, intelligence, leadership, personal qualities, and general value to the service” as well. It was created by and large because military leaders struggled to adopt a fair process that compared officers. Essentially, this version was designed to include what is known as a “forced distribution rating system.” That is, the form’s purpose was to divide officers up by ranks and was meant to decrease promotions. Why would the military want to do that? The War Department faced a perennial issue within its branches: too many promotions. That year, the US Navy claimed that most of its officers were rated in the top 1 percent. The math didn’t add up. How could nearly every officer be in the top 1 percent? The War Department hoped to force a distribution of decreased ratings and help it focus on who deserved a promotion and who needed more training and, most important, where officers were best utilized according to their talents. It also hoped to do what it hadn’t been successfully able to—flag and dismiss poor performers.1


With little fanfare, the US War Department unwittingly started what we now know as the annual performance review. After World War II, men left the US armed forces and entered civilian life—working in and even leading or starting new companies. Unsurprisingly, these men thought they knew a thing or two about managing performance. After all, they had served in the US military branches and grown accustomed to how the military evaluated employees through annual performance reviews. As a result, by the mid-1950s, 60 percent of US companies used annual appraisals to document workers’ performance and allocate rewards. By the end of the 1960s, that number grew to nearly 90 percent.2


Social psychologists like Douglas McGregor joined the conversation shortly after. He argued in his seminal book The Human Side of Enterprise that if nearly all employees were expected to perform and would be measured on said performance, they would need obvious goals. Not long after, General Electric began to focus on development, separating the discussion of an employee’s personal and professional growth from their accountability and goals.


But the world began to change in the eighties. As inflation rates skyrocketed, employers began to feel the heat from their employees. They were demanding higher pay and wanted to be rewarded for their performance. So out went personal growth and development, and back came accountability and the ability to reach company goals as a means to reward merits. By the 1990s, Jack Welch, the head of General Electric, took his show on the road, publicly championing his forced ranking system that awarded top performers. He essentially created the present-day annual performance review, where the top performers were the “best of the best” and were rewarded handsomely; those massed in the middle were given a small raise to be maintained, with the message that if they didn’t do better work they’d be let go; and those at the bottom were let go or managed out of the organization.


With the dawn of tech companies and a shifting work landscape, organizations became less hierarchical in the late 1990s and early 2000s. As organizations flattened, a new problem arose. In 1998 McKinsey Quarterly published its groundbreaking “War for Talent” study that sent shock waves through multiple industries. The magazine’s intensive study looked at seventy-seven of the largest companies in various industries and grouped them into sectors to compare the high performers with average players in their respective markets. Next, the researchers talked directly to the top two hundred or so executives in each of the high-performance companies, to understand the reasons they work where they do and how they became professionals (5,679 respondents). What they found was “a call to arms for corporate America.”


Their research concluded that companies were about to be engaged in a “war for senior executive talent that will remain a defining characteristic of their competitive landscape for decades to come.” Through their interviews, they found most senior executives were ill-prepared. Many had learned the skills needed decades prior but failed to keep up with the changing landscape of work and didn’t have the skills required to lead their companies into the future. McKinsey Quarterly stated, “You can win the war for talent, but first you must elevate talent management to be a burning corporate priority.” The way they believed an organization could do that was to “attract and retain the best people” and “create and perpetually refine an employee value proposition.” Above all, the magazine found that the best way to recruit and retain great talent who would be prepared for this changing landscape was to “develop, develop, develop!”3


Still reeling from a talent shortage, by 2011 organizations were faced with another crisis. This time it wasn’t just talent development; there were too many direct reports for each manager. Not only were managers and leaders in need of development themselves, but they also didn’t have the time or resources to develop those under them. Too many people needed managing, and not enough hours were in the day.


Here we are in 2022: For the past twenty years, companies have been facing dramatic changes, a desperate need for talent, and not enough people to manage and develop upcoming talent, all the while using the same process to evaluate and manage their employees. We’ve faced a global pandemic and the Great Resignation, which, according to new studies, isn’t projected to slow down. In 2021 nearly forty-eight million employees resigned from their jobs.4 Employees are fed up and not sticking around for organizations to figure this out. As the character Howard Beale made clear in the iconic and prescient 1976 movie Network, employees are still mad, desperate for meaning, and want to be seen and heard: “I’m a human being! . . My life has value!” And forty-six years later, they’re still shouting from the proverbial rooftops: “I am mad as hell, and I am not going to take it anymore!” Only they aren’t just yelling; they’re doing something much more damaging—they’re voting with their feet, walking away in record numbers. And they aren’t leaving quietly. They are giving their reasons on TikTok, Instagram, Facebook, and Twitter and publishing I-quit videos on YouTube. Then they’re going on Glassdoor and saying: “Don’t come and work here; it’s all hat no cattle! [That is, all talk and no action.] This place sucks. The leaders have no idea what they’re doing.” Eventually, organizations will find it more challenging to attract the talent they need to stay relevant and competitive.


Rank-and-Yank System


New data from Gallup reveals that the performance reviews and rating systems that have been used by employers over the past decade are not having the effect they had hoped.5 Instead of improved performance, companies have seen both a marked decline and dissatisfaction among employees. One company that saw this trend and reversed course was Microsoft Corporation. In November 2013 it sent shock waves through the corporate world when it announced that it was ending its “hated stack ranking,” the employee-review and compensation system that it had established just two years prior. In this type of performance review, employees received one rating based on their manager’s assessment ranging from one (highest) to five (lowest).6 Thus the practice became commonly referred to as “rank and yank” because those who were lumped in the stack of underperformers were often fired or “encouraged to leave.”


The ranking created massive internal contention among managers and their reports alike. Many managers struggled with this process because they felt they were forced to select a percentage of fives. It’s often random and baseless (with a few exceptions). Doug remembers when he was in a company that did stack rankings and had to randomly pick people for each rank. Having had six thousand people in his organization and at best only one or two conversations with a person over the year, it was impossible to rank them accurately. It places a difficult burden on managers, and it makes employees distrust the system on which their career aspirations rest. Over time, it creates an unhealthy environment where people compete with each other—out of fear of being yanked—rather than support each other and the goals of the company. Microsoft saw how this process was affecting its culture and removed the practice. Nevertheless, most companies didn’t follow suit. In fact, many doubled down and came out swinging, arguing that rank and yank was the only way to go. Not surprisingly, former General Electric CEO and longtime champion of stack ratings Jack Welch defended the process and argued that the term “rank and yank” was a “media-invented, politicized, sledgehammer of a pejorative that perpetuates a myth about a powerfully effective real practice called (more appropriately) differentiation.”7 We disagree.


F*** This


This year Goldman Sachs announced that layoffs were inevitable, and it reported that one way it was going to make those cuts was by using the annual performance review. Faced with a decline of 41 percent in quarterly earnings, CFO Denis Coleman called to tighten its belt.


This is a euphemism for what is commonly known as Strategic Role Assessment (SRA), which often calls for firing the bottom performers. Historically, when organizations do this, they yank about 5 percent of their employees. For Goldman Sachs, this equates to twenty-three hundred employees. Is it possible that twenty-three hundred bad performers are in a company? And if so, what does that say about the hiring process, management, and internal training and coaching? Instead of answering these questions, belt-tightening executives turn to performance reviews to answer the question of who should go.


Two former employees for Goldman Sachs, interviewed by the Insider, reported the intense annual 360 performance-review process was a “stressful, labor-intensive rite of passage in which employees solicit feedback from their colleagues about factors such as how effectively they embody the firm’s culture and exhibit mindfulness about risk.” In fact, the former employees asked to be kept anonymous. Even without the threat of being fired, these employees watched their backs. In many ways, we can empathize and see why the process was so traumatizing. Employees were required to identify as many as eight reviewers to vouch for them and rate them on a scale of one to ten. “Giving colleagues anything below a seven was considered a death knell,” one ex-employee said. “If you gave anyone less than a seven on their [ratings], you really threw them under the bus. You really didn’t give people less than a seven unless you really wanted to screw them.” After weeks of gathering reviews and preparing for the actual in-person, behind-closed-door meeting, employees finally were able to sit down with their boss and hear what those they asked to review them had to say. Then in a separate meeting, after several other behind-closed-door conversations without the employee, bonus compensation was discussed. That meeting sometimes became contentious, even volatile. One employee recalled a peer storming out of the meetings with managers and shouting, “Fuck this.”8
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