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Abstract
Talent management is quickly becoming the human resource industry’s hottest buzz term. 

Preparing your workforce for the future is obviously important.

Equally important yet often overlooked, however, is managing your employees in the present. 

How your employees are performing today sets the foundation for how your workforce will look 

in the future. Don’t overlook the importance of performance management and optimizing your 

workforce today.

Managing employee performance may seem like a common sense business practice, but a 

recent study revealed that many employees have never had a performance review or found their 

review to be not useful. Though this number is troubling, it is just the tip of the iceberg when 

it comes to performance management—while slightly more than 40 percent of employees are 

receiving useful feedback from employees, it does not include those employees who don’t receive 

continued support or guidance from their employers. Performance management goes beyond 

an annual performance review. It involves keeping employees engaged and motivated to achieve 

a high level of professional success. How do you manage this? There are three main steps to 

increase employee performance today.

1. Work with employees to set defined goals.

2. Make these goals challenging yet achievable.

3. Provide consistent feedback.

Sounds simple enough, right? It can be if you have just a handful of employees to manage. On 

the other hand, managing the performance of a sizeable workforce can be more challenging. By 

implementing best practices for performance management company-wide, you can increase the 

likelihood that employees will be doing their best work possible while reducing the ineffectiveness 

of a fragmented performance management policy.
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Setting goals
Imagine you are in a completely new city and have to build a house. Before you can build a 

house, you have to buy property, draw up plans, apply for the appropriate permits, secure a 

construction loan, hire a construction crew, paint it a certain color and then move in. All you 

know, however, is that you have to build a house. While you may ultimately be successful, your 

chances for success increase as your knowledge of what you need to do increases. The same is 

true for your workforce. While an employee may have a general understanding of what his or 

her job entails and requires, having clear, well- defined goals to meet can improve the quality of 

an employee’s output. Though many tasks in the workforce aren’t as cut and dry as the scenario 

painted above, giving employees measurable goals to work towards helps focus time and energy 

towards completing important tasks.

As Gary E. Roberts notes, “Effective goal setting is clearly associated with higher employee 

performance and satisfaction….Goal setting’s effectiveness derives from its ability to focus 

employee effort and attention on the critical tasks at hand, enhancing employee persistence and 

reducing the likelihood of being distracted.”1 Effective goal- setting, however, goes beyond a 

manager or boss telling employees what their goals are. Though managers and bosses certainly 

are entitled to do so, employees are more likely to reach goals when they are involved in the 

goal-setting process. Not only do employees have a strong grasp of their own abilities, but they 

may provide insight into what may make a goal realistic or not based on their daily tasks, routines 

and knowledge of their role. In addition, when employees are involved in setting their own work 

goals you are showing that they are respected and trusted team members—they become more 

invested in their jobs and may take more pride in their accomplishments, increasing employee 

engagement and satisfaction. 

Many times, goals are set during an employee’s annual performance—in addition to receiving 

feedback on the past year, employees are given tasks to work on going forwards. While this 

approach works best for repeating goals (i.e., make a certain number of phone calls a month) 

or goals that should be accomplished in the near future, consider holding goal-setting meetings 

more than once a year. These meetings can be more than just an agreed upon time to set new 

goals. They can also evaluate the effectiveness of past goals. Were the goals met? What were 

the biggest obstacles? Did the outcome meet expectations? These mini “state of the union” 

conversations can help the goal-setting process by focusing on what makes an employee 

succeed, be it short-term goals or more big-picture goals. Either way, goal setting is a vital part of 

employee performance.

1  Roberts, Gary E. “Employee Performance Appraisal System Participation: A Technique that Works.”  
Public Personnel Management 32.1 (Spring 2003): 92. 
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5 Traits  
of Effective 
Goals
XX Clarity

XX Challenge

XX Commitment

XX Complexity

XX Feedback
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Setting effective goals
Simply working with employees to set goals doesn’t mean the goals are going to be met or 

this technique will be effective with every employee. There are several things you can do, 

however, to increase the likelihood of goals empowering your workforce to increase the quality 

of performance. In addition to involving employees in the goal-setting process, you should give 

employees challenging goals to keep them motivated. Dr. Edwin Locke, the father of goal-setting 

theory, identified five characteristics that help predict how well a goal will motivate people. The 

characteristics a goal should have include:

XX Clarity

XX Challenge

XX Commitment

XX Feedback

XX Task complexity

With the proper combination of the five characteristics listed above, it is easier to create goals 

that employees want to meet. Creating goals that encompass these five characteristics may be 

difficult, but it will be worth your while when it leads to employee performance increases.

Clarity

The first step to setting a goal is to establish what you want the outcome to be. Once you 

know what you need to accomplish, make sure the goals reflect this. Goals need to be precise; 

“Try harder,” for example, is too ambiguous. Clearly defined goals that are measurable, such 

as “Increase incoming leads by 12 percent” are more likely to be completed because there is a 

precise, quantifiable outcome. Employees like to know what their objectives are, and clear and 

concise goals will give them that information. If you are having trouble setting measurable goals, 

think about how an employee’s work is measured, and try to base a goal on that. In addition to 

clear goals making it easier for employees to succeed, clear goals also make it easier for you to 

find where employees aren’t meeting standards and work on ways to improve on those.

Challenge

The second step is creating challenging goals. An employee will not be invested in his or her 

work if the goals are too easily attainable. Frankly, easily attainable goals aren’t that interesting 

and are uninspiring. They can make an employee feel undervalued. If a person has to work hard 

and push their personal limits to reach a goal, they are more likely to feel a sense of achievement. 

This sense of achievement is a motivating force, especially when the achievement is recognized 

by others. Beware of making a goal too hard – unattainable goals can lead to frustration and 

discouragement. Unattainable goals may also make an employee feel like you are setting him 

or her up for failure. Once again, working with employees on setting goals can help you create 

challenging goals for each employee without over- or underestimating an employee’s capabilities.
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Commitment

When you create clear and challenging goals, you also involve the third important goal 

characteristic—commitment. When a goal is challenging to someone, he or she will be more 

willing to invest the time and energy into accomplishing the task at hand, increasing an 

employee’s commitment to reaching the goal. An easily attainable goal is easy to push off and 

ignore, whereas a challenging goal requires an employee to become engaged. Another way 

to increase commitment to a goal? Involve employees. You don’t have to consult with your 

employees before creating every single goal, but you will see a stronger commitment to reaching 

goals when the goals line up with previously discussed objectives and standards. When employees 

commit to goals, they want to see them through to completion. Setting the right kind of goals 

increases this commitment.

Complexity

While it is important to set challenging goals, you want to make sure these goals are still attainable. 

There is a fine line you must walk between having a task too simple and a task too complicated. 

To ensure employee success, make sure employees have plenty of time and the skills necessary to 

complete their goals. If an employee doesn’t have the required skills to achieve a certain level of 

success, consider making the lacking skills a new goal for the employee—goals shouldn’t make 

employees feel like failures, but instead should set them up for success. This doesn’t mean you 

cannot make goals out of complex tasks. You just need to be aware that the more challenging a 

goal, the more effort, time and energy an employee will require to meet that goal.
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Constructing the feedback loop
Dr. Locke mentioned five characteristics a goal should have to be a motivator. The previous 

section, however, only covered four of those characteristics. In performance management, 

feedback deserves a section of its own—performance reviews are usually the cornerstone of any 

organization’s performance management system. Feedback involves more than just an annual 

performance review. For employees to respond most effectively to feedback, provide feedback 

in a manner that will be most likely to positively affect an employee’s output, including more 

frequently. At its core, feedback falls into two categories: formal and informal.

Formal feedback

Formal feedback is what most people think of when you talk about performance management. 

More specifically, formal feedback in the shape of an annual performance review. Thought of as 

a staple in the business world, 79 percent of employers say they hold annual formal performance 

reviews.2 Formal performance reviews certainly have a place in a performance management 

system. Not only are they easier to administer across the company in a consistent manner, but 

formal performance reviews create a standard form of performance measurement that can more 

easily be compared employee to employee, year to year. Consider formal performance reviews 

your “benchmark” reviews to track employee progress and growth. Company-wide standardized 

performance ratings are an important part of increasing the quality of an organization; 70 percent 

of best-in-class organizations standardize performance ratings across the board, versus 49 percent 

of laggard companies.3

When you are conducting formal performance reviews, there are several things to consider. 

Studies have shown that “memory decay affected the ability to recall job and rate information 

and resulted in… subsequently inaccurate ratings.”4 In addition, “the order in which good and 

poor performance was observed affected performance ratings.”5 Basically, the more time goes 

by before you do a performance review, the less accurate a performance review is going to be. 

You are more likely to complete a performance review based on recent performance instead of 

comprehensive performance. For annual performance reviews to paint an accurate picture of how 

an employee is doing, it is important to keep notes throughout the year. This not only helps to 

prevent memory decay, but it also alleviates the potential for bias in a performance review.

2  Pallera, Maura. “Performance Management: Employer vs. Employee Perspective.” http://www.Salary.com, 
(Feb. 2008). 

3 Aberdeen Group. “Managing Employee Performance,” http://www.aberdeen.com (May 2008).
4 Bretz, Robert D. Jr, George T. Milkovich, Walter Read. “The Current State of Performance Appraisal, Research 

and Practice: Concerns, Directions, and Implications.” Center for Advanced Human Resource Studies, http://
digitalcommons.ilr.conell.edu/cahrswp/298, (1992) 6.

5 Bretz et al, 5.
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Managers should try their best to keep reviews as impartial and accurate as possible. It also helps, 

however, to focus on an employee’s strengths rather than their weaknesses. According to Gallup 

research, only one out of 100 employees is actively disengaged when a supervisor focuses on 

strengths. That doesn’t mean you should ignore an employee’s weaknesses. In fact, employees 

were almost twice as likely to be disengaged when they felt their supervisors were ignoring them 

as when they received negative feedback.6 While you cannot ignore a person’s weaknesses, 

performance reviews should cover both strengths and weaknesses. Frame a weakness as an area 

that needs to be improved upon, and set goals with employees so they can focus on improving in 

those areas.

Informal feedback

An additional way to boost employee engagement and productivity is by providing informal 

feedback throughout the year. Talking with employees outside a structured performance review 

gives both you and your employees a consistent feedback loop that allows employees to make 

performance adjustments along the way while keeping supervisors informed of how their 

employees are managing their workloads as well as getting an overall view of their workforce. 

Employees may also feel more engaged when they talk with their supervisors frequently 

throughout the year instead of on an annual basis, and be more open to accepting advice or 

goals. Even if these informal meetings are a five minute check-in, frequent feedback is a key in 

increasing employee performance. Encourage supervisors to make notes after informal check-ins; 

they can later be used to complete formal performance reviews.

360° performance reviews

In addition to formal and informal feedback, consider conducting 360° reviews. As production 

in the office environment moves from individual contributions to a team-based method, it may 

be difficult to review an individual’s performance separate from a team’s. By gathering the input 

of team members and other colleagues an employee has worked with, you can gain a greater 

understanding of what an employee has accomplished in the past year while still looking at 

team contributions. 360° reviews can give managers a better sense of how employees work 

together and can help managers rearrange work teams to create the best group dynamics. When 

completing 360° performance reviews, remember to look at every person’s input equally—each 

team member may give a different opinion, but each opinion should carry similar weight. Also 

consider having an employee submit a review of his or her own performance. During the formal 

performance review, use an employee’s own opinion of their work to open dialogue about areas 

where an employee could improve or where his or her perspective differs from your own.

6  Asplund, Jim and Brian Brim. “Driving Engagement by Focusing on Strengths,” http://gmj.gallup.com  
(Nov. 12, 2009).
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Implementing a performance  
management system
Studies have shown that performance management is most effective when carried out 

consistently across an organization as part of a company-wide initiative. Depending on the size 

of your organization, implementing a company-wide performance management system may 

seem impossible. With the right tools, however, managing employee performance across your 

organization doesn’t have to be difficult. Epicor HCM makes it easy to implement a performance 

management system that will track all of your employees, no matter how many or where they are 

located. After the initial set-up, use Epicor HCM to create a performance management system as 

unique as your organization, from goal-setting to discipline tracking to performance reviews.

Set goals

In Epicor HCM, goals can be set on multiple levels—global, departmental and individual. 

When global or company-wide goals are set, they can be broken down into departmental and 

individual goals. Whether a goal is set as a stand-alone goal for an individual or a goal is set as 

part of a larger goal, Epicor HCM makes it easy to track and update progress as an employee 

works towards completion. If an individual goal is part of a larger cascading goal, any progress 

reported by an individual employee is reflected in the overarching goal progress. Employees can 

gain instant feedback of how their actions are contributing to the organization as a whole. Even 

when goals are set to monitor a goal specific to an individual, that employee can track his or her 

progress and see what needs to be done to complete a goal on time.

Goals are an easy way to track what an employee has done over the course of the year. Because 

of this, Epicor HCM makes it easy to check goal progress while completing performance reviews. 

In addition, you can see an employee’s complete history of accomplished (or incomplete) goals. 

As discussed earlier, goal setting is an important part of performance management. Use an 

employee’s goal history to help decide how challenging a goal should be for that employee, and 

what factors increase the likelihood of an employee reaching his or her goals. A supervisor or 

manager can track all of his or her employees’ goals from one screen, reducing time and energy 

in managing employee progress.

Take notes

As mentioned earlier, Epicor HCM can also keep track of notes about an employee, including any 

disciplinary action that has been taken against him or her. Epicor HCM can even maintain a record 

of official warnings for when a formal disciplinary action may not be necessary but an employee 

was still reminded of company rules and regulations. Notes don’t only have to fall in the category 

of “discipline,” either. Take notes of an employee’s milestones and when he or she has gone 

above and beyond the call of duty. With these notes easily accessible when completing annual 

performance reviews, supervisors may find it easier to create accurate performance reviews that 

aren’t too influenced by an employee’s most recent performance. Encourage supervisors to take 

notes on a monthly, weekly or even daily basis. The more notes a supervisor can reference during 

the review process, the more accurate the review process will be. 
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Start the review process

If you don’t currently have a performance review system in place, or want to update your 

performance review system, Epicor HCM can help. To start reviewing employee performance 

company-wide, set questions that must be answered for every employee in the organization. 

These questions can be as basic as an employee’s name and how long they’ve been with your 

company or can be more involved, such as rating an employee’s performance for the past year 

and acknowledging what skills an employee needs to improve upon. Once mandatory questions 

have been set for every employee in your organization, performance reviews can be customized 

for different departments, locations and positions. Determine the frequency formal performance 

reviews should be carried out, and set alerts to remind managers when it is time to complete 

reviews. Performance reviews can then be completed through Epicor HCM online, from the 

convenience of one’s own computer. Once a review is completed and submitted, it is either added 

to an employee’s record or is routed to the proper people for approval.

Electronic performance reviews make it easy to complete 360° performance reviews as well. 

Employees who are involved in contributing to the review simply fill out a form and submit it 

when they are finished. The form is then routed to the appropriate supervisor for approval and 

added to an employee’s review record. Just because one employee contributes to a 360° review 

does not mean they will have access to the entire review—with the proper security settings, 

employees who are not authorized to view the full performance review will only have access to 

the portion of the review they personally completed, keeping the review process secure. Whether 

used as a replacement to a traditional review or to supplement a traditional review, a 360° review 

is also stored in an employee’s Epicor HCM record.

Manage the review process

From the moment you start using Epicor HCM, a performance review history will be created for 

every employee, allowing you to track an employee’s development and performance throughout 

the years, without having to worry about losing employee data. All performance reviews are 

stored in the appropriate employee’s Epicor HCM profile, creating a state-of-the-art record-

keeping system that is easily accessible. Managers can reference past performance reviews as well 

as any disciplinary actions concerning an employee. 

Not only can these help with the completion of performance reviews in progress, but former 

performance notes can influence salary decisions. With Epicor HCM 5.10, you have the ability to 

configure sets of base pay salary ranges that are allowed to be given, as of the effective date of 

the created salary plan, based on the most recent performances score or rating that the employee 

received during the salary plan time period. The performance ratings can be based on a scoring or 

rating method. 
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Conclusion
Epicor HCM goes beyond performance management. While it is a great tool for creating and 

tracking goals, keeping notes on employees and managing performance reviews, Epicor HCM 

is much more. As a fully integrated HRIS, Epicor HCM software helps your track your workforce 

from recruitment to retirement. In addition to performance management and core HR functions, 

Epicor HCM features include benefits administration, absence tracking, self- service modules, 

compensation administration, talent management capabilities and more. Epicor HCM focuses on 

one thing—HR. With the ability to interface to payroll providers and benefit carriers, Epicor HCM 

is able to safely share data in a timely and safe manner while allowing HR professionals to do their 

jobs better and more efficiently.

Just as Epicor HCM is more than just a piece of software, Epicor is more than just a software 

company. We are committed to creating a quality HRIS that will help you do your job better 

and faster. Our best-in-class Epicor HCM can help you be more efficient, with performance 

management being the tip of the iceberg. Would you like to do your job more effectively? Make 

it a goal to learn more about Epicor HCM by calling us at 800.477.3287. Don’t suffer from a 

dated or unorganized performance management system. Talk to an Epicor representative today to 

find out how Epicor HCM can work for you. Epicor HCM: Not your typical HRIS.

About Encompass
Encompass Solutions is a business and software consulting firm that specializes in ERP systems, EDI, and Managed Services 
support for Manufacturers and Distributors. Serving small and medium-sized businesses since 2001, Encompass has helped 
modernize operations and automate processes for hundreds of customers across the globe. Whether undertaking full-scale 
implementation, integration, and renovation of existing systems, Encompass provides a specialized approach to every client’s 
needs. By identifying customer requirements and addressing them with the right solutions, we ensure our clients are 
equipped to match the pace of Industry.
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