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Summary 
The purpose of this study was to determine whether the changes Secreta made to its 

performance management system had the desired effect. Our research comprised an attempt 

to answer the following question: Are there any changes in motivation among Secreta’s 

employees following the shift from performance management with numerical ratings to 

performance development without numerical ratings? 

 

Our introduction will show that many aspects of performance management have previously 

been researched. Its primary relevance is that it has a potential impact on all employees and 

could thus affect both the employees and the organization’s well-being. Previous studies 

indicate that over the years there has been a change in how performance management is being 

conducted, from the use of numerical ratings and yearly appraisals to evaluate employees to 

an emphasis on performance development and continuous feedback. This will be described at 

length in relation to theory and research. Secreta changed its performance management 

system in 2018. After many years of using numerical ratings and yearly appraisals, the 

company now has a focus on development, continuous goal setting and 360-degree feedback 

in order to enhance performance.  

 

The empirical research of the current study comprised an attempt to evaluate the efficacy of 

this change. It is linked to relevant theories regarding performance management, performance 

development, goal theory, appraisal, reward, HRM practice and motivation. We will describe 

several motivational theories, such as goal theory, appraisal, reward, HRM practice and self-

determination theory. These constitute the framework that makes it possible to understand 

how performance development works and how it can be used to increase performance and 

motivation in an organization. 

 

To determine where there has been an increase in employee motivation and well-being since 

the change in performance management systems at Secreta, we gained access to several 

surveys that the company performs annually. In addition, we conducted in-depth interviews 

with employees and leaders and with employees who had played relevant roles in the change 

process. We used the interviews to substantiate the results from the surveys, and to acquire 

information that the survey results could not provide. Our findings are presented in relation to 

the relevant theory and duly discussed.  
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We concluded that the results of the surveys indicated an improvement from 2017 to 2018. 

The results were generally positive with respect to motivation and well-being. These findings 

were substantiated by the answers we received when interviewing Secreta employees. Based 

on those three data sets, we see indications of a positive shift in motivation and well-being 

following the introduction of performance development without numerical ratings.  
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Introduction 
Performance management (PM) is often considered one of the most important HR activities 

an organization can undertake (Boswell & Boudreau 2002). It is consequently one of the 

most researched topics within organizational psychology (Fletcher 2002) and several attempts 

has been made to renew or improve it over the last decades (Pulakos et al. 2015) 

 

PM has a potential impact on all employees and could affect both the staff and the 

organization’s well-being. For the past 30 years’ organizations have been looking at their 

human resources from one of two perspectives, namely that of the “Michigan school” or the 

“Harvard school.” In terms of the former, employees are viewed as mere resources. This 

means that they are there for a single purpose and that is to generate a profit. In terms of this 

“hard-HRM,” human capital is a resource like any other and the focus is the organization and 

owners’ profit and results (Fombrun et al. 1984). In contrast to this, we find the “soft-HRM” 

approach of the “Harvard school,” in terms of which human capital is viewed as a special and 

valuable resource that the company is dependent on for lasting competitive advantage (Beer 

et al. 1984). In recent years, we have seen a shift in how companies construct their 

performance systems, from the traditional numerical rating of employees to systems focusing 

on development, motivation, and teamwork (Dn.no 16.04.2019). Stack ranking of employees 

using a “Bell curve” has been a popular leadership tool ever since General Electric CEO Jack 

Welsh popularized it in the 1980s. In line with the trending shift from “hard-HRM” to “soft-

HRM,” one of the largest companies in the world and certainly one of the most famous ones, 

Microsoft, abandoned its PM system, which included ratings, in 2013 (Business Insider 

16.04.2019). According to Bård Kuvaas (dn.no 16.04.2019), one of the reasons for this 

decision was that Microsoft had been struggling with a high turnover rate for some time. The 

ranking of their employees had been highlighted as one of the reasons for this. Therefore, 

Microsoft’s management decided to replace this system with a new Performance 

development (PD) system in which the focus was on collaboration and motivation. In 2014, a 

study showed that 12% of companies in the US had abandoned numerical ratings (Cappelli & 

Tavis 2016). The list of such companies includes Microsoft, General Electric and Motorola 

(Kuvaas & Dysvik 2016). 

 

To investigate a change in motivation, we need to understand the topic. Motivation in the 

workplace is a topic that workers throughout the world can relate to in varying degrees. 

Recent research indicates that the most motivating factors for workers are their own effort, 
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development and achievements. Internal rivalry and competition are demotivators (Dn.no 

18.05.2019). The joy of doing an excellent job is listed as the most important internal 

motivational factor, according to Norstat’s work-health survey, which was conducted in 2017 

(Hegnar.no 19.05.2019). According to Deci and Ryan (2008), there are three universal factors 

that increase performance, motivation and well-being in organizations; Autonomy, 

Competence and Relatedness. Other factors are also discussed as influencers in related 

theory. Daniel Pink (2010) for example has introduced “purpose” as an additional factor for 

increased motivation and well-being.  

 

There are several definitions of PM. One of them is that it is “a systematic approach to 

improving individual and team performance to achieve organizational goals” (Hendry et al. 

1997, p. 20-25). PM systems traditionally included numerical ratings in the context of a 

transactional-based view of performances, with annual calibrations. PD, on the other hand, is 

an ongoing process in which the focus is on development over time, and involves the 

employee and the manager. Parallel with the trend shifting from “hard-HRM” over to “soft-

HRM”, we are seeing a shift from traditional PM systems using numerical ratings. 

Organizations have begun to acknowledge their employees need for autonomy, mastery and 

purpose, and are implementing PD systems to ensure that this occurs. Even though numerical 

ratings are often not used in PD, that does not mean that employees will not be measured on 

their performance. However, the focus has moved towards continuous feedback and is driven 

by the needs and goals of the company (Capelli & Tavis 2016).  

 

The purpose of this thesis is to research the following: Are there any changes in motivation, 

among Secreta’s employees following the shift from performance management with 

numerical ratings to performance development without numerical ratings? First the theories 

related to PM and PD will be outlined and discussed.  Several theories connected to 

motivation, goal setting and feedback will be described, because they are crucial factors in 

PD. Data was sourced from two surveys, which were conducted by Secreta, in addition to in-

depth-interviews with Secreta employees. Secreta made the shift in direction from PM to PD 

in January 2018. In this research, an attempt was made to evaluate whether the transition has 

led to the desired result.  
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Clarifications 
In order to conduct this research, we sought a company that would allow us to use its data. 

However, the organization that was prepared to give us permission to do so wanted to remain 

anonymous. In order to access the secondary data required to answer our research questions, 

we had to comply. To accommodate that, we will refer to the company by the fictitious name 

“Secreta” throughout the thesis. All the data related to surveys and in-depth interviews were 

sourced from Secreta, but we changed the names of the surveys and do not provide the 

number of respondents in order to ensure that the company remains anonymous.  
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Best practice and best-fit 

While “best practice” HRM can be described as a catalogue of practices a company can 

choose from to achieve good results, referred to as a horizontal fit, “best fit,” also referred to 

as “vertical fit,” is characterized by a different approach. The best fit approach to HRM 

implies that an organization and its results will be dependent not only on HRM but also the 

company’s surroundings, environment, abilities and strategy (Delery & Dott 1996). 

Performance management as an HRM practice 
In organizations throughout the world, management and human resources departments are 

constantly trying to master the recipe for how to best lead their human capital to full 

advantage. The search is the same for companies in the private and public sectors, even if 

their end objectives might differ. While private companies tend to look at profit as the most 

important end objective, the public sector will look at budget control, cost efficiency and 

quality in their services as examples of success. On a personal level, employees also have a 

sense of what success might be like for them (Mikkelsen 2016). Examples of what success 

might look like on a personal level, could be:  

• An experience of purpose in their daily work,  

• Personal growth and heightened self-esteem due to delivering a good performance  

During the 1980s several macro-models were created to define best practice within human 

resource management (Wright & Boswell 2002). They were formulated as a direct response 

to other comparable countries’ work models and work systems and were meant to help 

companies in the US become competitive (Applebaum & Batt 1994). As a way of moving 

away from the previous “control and command” principle for leadership, in which the 

authoritarian leader gave orders and decided everything, the “high performance work 

paradigm” was crafted. The purpose was to focus on what could motivate, involve, develop, 

retain employees and create commitment (Walton 1985; Walton & Lawrence 1985). In 

contrast to the “command and control” of workers, it was proposed that a leader should use 

positive incentives to show the employees that they are all part of the same team. Kotter 

defined leadership as “the process of moving a group (or groups) of people in some direction 

through (mostly) noncoercive means” (Kotter 1988, p. 16). For a leader to use those 

noncoercive means and allowing for involvement and participation, the employees must be 

able to develop the competences necessary for such a participation, and they must be 

motivated by management to do so (Mikkelsen 2016). There are researchers who claim that 
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the “high-performance work paradigm” contributes to better results than other HRM 

practices. The reason is supposedly that the increased involvement, the participation in 

decision making, the increased development of employees, and the incentives combined will 

stimulate and motivate the employees to repay the company with an effort beyond what could 

otherwise be expected (Mikkelsen 2016). 

 

Researchers followed several corporations that showed good results over time in search of 

reasons and HRM practices that could explain their results. Even though several studies were 

related to this objective, one goal they shared was the attempt to define and describe a short 

number of practices that could, in combination, deliver great results (Mikkelsen 2016). Even 

though researches argue about the number, there are a few that are often categorized as HRM 

best practices: 

• Providing security for employees in the internal job-market 

• Selective hiring: hiring the right people and having the systems in place to ensure that 

• Self-managed and effective teams 

• Fair and performance-based compensation 

• Training, development and the possibility to have a career 

• Work-life balance 

• Autonomy, involvement and participation  

• Appraisals 

 

To ensure success, it is important that the HRM practices a company implements are 

consistent and suited to each other. This is also referred to as “horizontal integration” 

(Mikkelsen 2016). Organizations need to be careful when implementing HRM practices. 

There are some that could work against each other and thus have a negative effect on the 

company if implemented at the same time. The effects will vary, depending on which 

practices are causing the negativity. They can vary from creating an environment in which 

collaboration does not exist, or in which it is difficult to work together as teams, to 

demotivated employees and increased turnover. A mitigating action is to always evaluate the 

combined HRM system and not only each HRM practice individually. This way it can be 

determined whether the HRM system will have the desired effect on the organization’s 

results, and on the employee’s motivation and well-being (Mikkelsen 2016).  
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The organizations are dependent on employees endorsing the culture. In addition to that, they 

need to have systems, processes, mindset and actions in place that emphasize PM. In addition 

to having the HRM practices, organizations should also look to strategy and context for the 

best possible results (Mikkelsen 2016). Armstrong (2012) asserts that there are several 

indications that a high-performance culture has emerged in an organization when: 

• There is a clear understanding of what is required in terms of enhanced performances, 

which are described by management. They also create goals and monitor them to 

ensure that they are met.  

• The organization can provide their employees with alternative work practices. 

• There are a clear set of expectations from the employees. They understand their goals 

and their responsibilities. 

• Employees see a value in their job.  

• Empowered employees maximize contribution. 

• Strong management that conveys a direction and a purpose, creating a strong 

understanding of why there should be continuous improvement. 

• Positive attitudes are worked on and they in turn foster engagement, commitment and 

motivation. 

• PM processes are tailormade to reflect the overall goals of the company. They are 

conveyed to and operationalized for the employees to ensure engagement. 

• Learning and development are systematically used to enhance the employees’ 

capacity and ensure that they make full use of their skills and competencies.  

• A talent pool secures a continuous supply of talents.  

• People are valued and compensated according to their efforts 

• An environment exists in which trust and collaboration exist. 

• The strategic goals of the organization, the departments and employees are aligned.  

 

When trying to understand why best practice HRM works and thus why it influences 

organizations, researchers have struggled to come up with an explanation of the route from 

practices to result. The intermediate mechanisms of action are often referred to as the “black 

box.”  

 

Figure 1: Relationship between HRM practices, mechanisms of action and organizational result (Mikkelsen 2016.) 
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Some of the mechanisms of actions scholars refer to are: 

• Employees understanding and experience of HRM practices 

• Line management 

• Organizational climate 

• “A grand idea” 

• Employees abilities, motivation and opportunity for participation. 

 

HRM practices have a signal effect that an organization’s population will pick up on. The 

employees will individually and collectively grow expectations regarding how their employer 

will facilitate the performance of the tasks the HRM practices create (Ostroff & Bowen 2000; 

Wright & Boswell 2002) There is a gap between intended HRM practices and the employees’ 

experience of implemented practices. To explain this gap, the line manager’s role is put under 

the spotlight. Their ability to motivate, lead and live the HRM practices are important. 

Employees sees their line managers as agents for the practices, and thus how they perceive 

their leader’s performance reflects on how they perceive the HRM practices (Purcell & 

Hutchinson 2007). Because of this, Purcell and Hutchinson (2007) claim there is a symbiotic 

relationship between leaders with direct reports and HRM practices. Thus, for HRM practices 

to be implemented in a successful manner, the leader’s practice must be recognized by the 

employees (Mikkelsen 2016).  

 

HRM practices are supposedly universal and if implemented correctly they should work in 

any organization, whether they have numerical ratings or a focus on feedback and goals. 

However, the environment the organization lives in and context in which the HRM practices 

are implemented seem to play an important part. For example, a country’s laws and 

regulations and market will have an influence on which practices to implement and how each 

specific practice is set up. 
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Performance management and best fit 
In the mid-1980s, two approaches to a more strategic HRM emerged in the US. The 

“Michigan school,” presented by Fombrun, Tichy and Devanna (1984), showed how a 

company could increase profit by adapting HRM to the company’s strategy. Given that their 

focus was primarily on the owners of a company, the “Michigan school” has been described 

as a “hard-HRM” approach (Johansen & Mikkelsen 2016). The second, “soft-HRM” 

approach, named the “Harvard school”, was presented by Beer, Spector, Lawrence, Mills and 

Walton (1984). Beer et al. (1984) built on the fact that owners should maximize profit, but 

they also added the employee, government, community and unions’ perspective. The 

strategies applied to HRM and best fit can also be guided by how an organization approaches 

them. If the external environment dictates the strategy a company chooses, and the HRM is 

implemented to realize that strategy, that is an “outside in” approach (Johansen & Mikkelsen 

2016). 

 

Figure 2: Relationship between surroundings, strategy and HRM in an outside in perspective (Johansen & Mikkelsen 2016.) 

 

Miles and Snow (1984) argues that there are three effective types of strategies a company can 

adopt: 

1. Defender 

2. Prospector 

3. Analyzers 

 

The “defenders” are recognized by operating in a narrow but stable market, in which their 

competitive advantage is related to price and/or quality. Defenders will not actively seek 

opportunities in new markets, but will look to expand in the markets they already operate in. 

As the name suggests, they will also defend themselves against any outside aggressors, trying 

to attack their market shares. Decision making will be centralized, with a hierarchical process 

approach (Johansen & Mikkelsen 2016). “Prospectors” are always hunting for new 

opportunities, including market growth or new products. They are innovators and developers, 

which makes them the opposites of the defenders. Their decision-making is often delegated 

down in the organization closest to the production line (Johansen & Mikkelsen 2016). While 
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defenders and prospectors are opposites, “analyzers” are located somewhere in the middle. If 

prospectors are first in a market, the analyzers will not follow until after they have assessed 

the situation and analyzed the data. As a mitigating action to the various organizational needs 

related to the follow up of new and old markets, there will often be a matrix structure to 

preserve the various demands throughout the organization (Johansen & Mikkelsen 2016).  

 

These strategic approaches to HRM differ, which is why the strategy an organization lives by 

is so important. Defenders often recruit externally, demanding a good selection process to 

ensure that the most suitable employees are hired, with the right background and the correct 

competence. Employees are rewarded on the basis of their place in the hierarchy, but they 

spend a great deal of time and money on developing their employees (Johansen & Mikkelsen 

2016). Training and developing employees is a time-consuming and expensive pursuit. 

Prospectors tend to be moving through different markets and technologies. A result of that is 

a hesitation about a long-term investment in employees. The right competence is available for 

a price, and prospectors will source the market for the competence needed at any given time. 

Reward is often connected directly to results and will reflect market salary for any given 

competence (Johansen & Mikkelsen 2016). The analyzers will combine elements from both 

the defenders and prospectors. Such a combination could make choosing HRM practices 

more difficult, because it must be based on which approach to HRM is relevant at any given 

time.  

 

As companies tend to be complex, diverse entities with a variety of internal cultures and 

strategies, it is argued that the generic strategies described by Miles and Snow (1984) and 

Porter (1980) simply cannot capture the essence of these organizations. There must be an 

additional factor that makes good results possible over time. According to Barney (1991) and 

Wernerfelt (1984), there are two factors that can be measured and counted as the reason for 

performing better than others over a given period. Those factors are: 

1. Difference in available valuable resources 

2. The same resources will not immediately or easily move, be copied or replaced 
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To have a better overview of what resources are available, Barney (2007) categorized them 

into four groups: 

1. Financial capital 

2. Physical capital 

3. Human capital 

4. Organizational capital  

 

Barney (1991) also created a model to highlight some specifics needed in terms of resources, 

if they are to result in competitive advantages. The VRIO model consists of four categories: 

valuable, rare, inimitable and organized.  

 

When we look at the four types of resources listed above, the one that stands out is the 

“Human Capital”. Coff (1997) claims that humans as a resource can grow in value over time 

due to learning, development and experience. In contrast to a vehicle, the more hours spent 

using human capital the more valuable it will become. Humans are complex and there is a 

degree of uncertainty surrounding them and how they live, work, talk, behave, etc. in an 

organization. Because of this complexity, if companies can use HRM practices to select, 

develop and motivate valuable employees, this could lead to the creation of an inimitable, 

competitive advantage (Johansen & Mikkelsen 2016).   

 

This resource-based view, referred to as “Inside Out,” enables one to see the value of specific 

HRM practices and how they contribute to the development and preservation of human 

resources to ensure competitive advantages (Johansen & Mikkelsen 2016).   

 

Figure 3: Relationship between surroundings, strategy and HRM in an inside out perspective (Johansen & Mikkelsen 2016.) 
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Motivational theory 

The primary theory that informed this research was motivation theory, with focus on self-

determination theory. Before we get to that, the difference between PM with numerical 

ratings and PD without numerical ratings, and how these performance systems have changed 

over time, will be examined. The theories related to performance goals, feedback, appraisals, 

performance measuring and reward, and the leader’s role in this process will also be 

described. 

Motivation in general 
The main theory in this thesis is motivation theory. To be able to answer the research 

questions related to our main issue, it is necessary to put this in context of motivation theory. 

Deci and Ryan (2000) argue that to be motivated means “to be moved to do something.” By 

contrast, a person who feels no impetus or inspiration to act is characterized as unmotivated. 

Someone who is “energized or activated toward an end is considered motivated” (Deci & 

Ryan 2000, p.54). One of the key elements of leadership is knowing what employees are 

being motivated by and to have insight into the individual differences (Mikkelsen 2016). 

Motivation is an individual force and what triggers people varies. Some employees have an 

inner motivation, whereby the joy and satisfaction of doing a task is enough. Prosocial 

motivated employees have a desire to make an effort for the benefit of others (Batson 1987). 

A third category of triggers are outer motivation, where the source of the employee’s 

motivation refers to consequences of the activity, such as increased salary, benefits, 

promotions, and bonuses (Dysvik & Kuvaas 2016). In addition to highlighting motivational 

trigger-points, one also needs to understand what makes an employee more effective. 

Independently from what motivates the average employee, the performance system in the 

organization should be able to reach both types of trigger-points. 

 

The view of how leadership can be used to motivate employees has changed with time. 

Empirical research in the early 20th century focused on isolated personal traits and skills that 

could explain effective leadership. That point of view has shifted to a more dynamic one in 

terms of which leadership occurs in interaction with the employees (Kopperud & Martinsen 

2016). Gary P. Latham presented seven concepts on how to explain and influence employee’s 

motivation: (1) needs, (2) personality traits, (3) values, (4) context, (5) cognition, (6) 

emotions, and (7) rewards and incentives (Latham 2012). Locke (2000) states that the starting 

point of motivation is needs. Need affects a person’s well-being and is often experienced 
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through pleasure and pain. When a need is unsatisfied it causes discomfort and when a need 

is satisfied it results in a sense of goal achievement (Mikkelsen 2016). People have a 

fundamental need for physical and psychological well-being. Thus, fulfilment of a need is 

important for personal survival. In contradiction to Maslow’s need hierarchy, Locke (2000) 

believes that people can prioritize their needs in different manners, based on their values. It is 

unlikely however, that there will be evidence to support a “built-in” need hierarchy for 

employees.  

 

While our needs make us act, our personal traits define what we are comfortable with. 

Differences in personality create a need for organizations to make room for individual 

distinctions. Based on variations in personality, there will be a difference in what motivates 

employees. Organizations should strive to adapt assignments to their employees’ 

personalities, rather than trying to change them (Mikkelsen 2016). Values and goals are 

created in relation to a person’s needs and personal traits. Personal traits are a way for 

managers to identify which of their employees are the most adaptable, flexible, versatile and 

tolerant of uncertainty. These traits go well with the continuous feedback and goal culture in 

PD, making them suitable for organizational life in the 21st century, which is characterized by 

constantly changing environments (Latham 2012). Values refer to what a person thinks is 

right or wrong, and reflect an employee’s needs and personality. A person’s values are 

ordinarily consistent over time, but they can be changed and influenced by learning and 

experience (Mikkelsen 2016). Our actions are not only decided by our needs, personality and 

values, but also by context and situation. Our culture, job characteristics and match between 

person and surroundings has rules and relations that affect our behavior and actions 

(Mikkelsen 2016). Context affects the extent to which an employee’s needs are met and 

values are fulfilled (Latham 2012).  

 

Cognition is an important element in goal-setting theory. Cognition usually dominates 

motivation, because as Latham says; “a need cannot be met without the knowledge required 

to understand what can be done to satisfy it” (Latham 2012, p. 193.) Pritchard, Paquin, 

DeCuir, McCormick and Bly (2002) defined motivation as “a cognitive resource allocation 

process in which a person makes choices as to the time and energy that are to be allocated to 

an array of motives or tasks.” (Pritchard et al. 2002, p. 3-49). Cognition is inherent in 

motivation, because the sensation of pleasure and pain are informational. Based on people’s 

needs, values and situational context, people will set goals and strategize how to achieve 



   
 

20 
 

them (Latham 2012).  

 

Locke (2003) defined emotion as “the form in which one experiences automatic, 

subconscious value appraisals.” (Locke 2003, p. 22-46). Emotions control the organization 

and how employees react to what happens to them during the day. They cause employees to 

feel that they belong and that there is a purpose to what they do and can be a source of good 

performance and accomplishments. If employees’ emotions are satisfied this can help 

increase their motivation. The last concept in Latham’s theory, reward and incentives, 

differentiates between inner and outer reward. Outer reward originates from our surroundings 

in the shape of money, recognition, status, bonuses, etc. Inner reward refers to the feeling of 

doing something of importance (Mikkelsen 2016). These seven concepts express a broader 

understanding of what motivates and influences employees’ behavior and how they are 

connected. 
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Self-determination theory 
Self-determination theory (SDT) is a macro-theory of human motivation. It is an empirically-

based theory of human motivation, development and wellness. The focal point of the theory 

is types, rather than just amount of motivation, in which attention is paid to autonomous 

motivations, controlled motivation and amotivation as predictors of performance (Deci & 

Ryan 2008). Three needs from behavioral theories are posited as being universal necessities 

and nutriments for human development. Those needs are: to feel autonomous, competent and 

related to others. Because of the importance of these three needs, one can argue that SDT 

belongs in the section “needs” under the seven concepts proposed by Latham, on how to 

explain and influence employees’ motivation (Latham 2012). In terms of SDT, one 

distinguishes between numerous types of motivation based on reasons or goals that give rise 

to an action. The most basic distinction is between intrinsic and extrinsic motivation (Deci & 

Ryan 2000). Those who subscribe to SDT argue that allowing people the freedom and space 

to make personal choices will lead to personal empowerment. It will also create a greater 

sense of autonomy and a greater interest in the tasks given to them. In fact, autonomy is a 

crucial part of SDT. It refers to the experience of having choices in one’s work situation 

(Nerstad & Richardsen 2016). The personal empowerment and its effect will result in people 

allowing themselves to spend more time and effort on tasks. Thus, they will assume more 

responsibility for their ability to perform such tasks, and finally the completion and 

accomplishment of their assignments (Latham 2012). An interesting question related to the 

effect of intrinsic vs. extrinsic motivation was raised in an article by Gerhart and Fang 

(2015): will employees driven by intrinsic motivation be more effective than their colleagues 

who are driven by extrinsic motivation? Or is it possible to combine them and experience an 

increased effect (Gerhart & Fang 2015)? 

 

Intrinsic motivation refers to people performing an activity because they find it interesting 

and derive spontaneous satisfaction from the activity itself (Gagne & Deci 2005). A high 

level of intrinsic motivation is also recognized by the experience of taking decisions and 

making choices. This type of motivation has been linked to endurance, psychological health 

and effective performance (Nerstad & Richardsen 2016). According to Gagne & Deci (2005, 

p. 1) “extrinsic motivation, in contrast, requires an instrumentality between the activity and 

some separable consequences such as tangible or verbal rewards. Satisfaction comes not from 

the activity itself but rather from the extrinsic consequences to which the activity leads.” This 

means that employees act in response to pressure or demands from a source outside 
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themselves (Nerstad & Richardsen 2016). Organizations must rely on their PM system to be 

able to cater to those driven by intrinsic reward and extrinsic reward for motivation. A part of 

that is the understanding how intrinsic and extrinsic rewards can affect each other.  

 

For the past 50 years, scientists have been trying to establish empirical evidence of the 

relationship between intrinsic and extrinsic motivation, and the effects they might have on 

employees and organizations (Kuvaas et al. 2017). Porter and Lawler (1968) assert that 

intrinsic and extrinsic motivation predict work performance and well-being if they are 

aligned. Because of this, Porter and Lawler promote the idea of structuring the work 

environment so that effective performance would lead to both intrinsic and extrinsic rewards. 

Organizations that succeed in this would have created an environment capable of producing 

total job satisfaction (Porter & Lawler 1968). In contrast to Porter and Lawler’s findings, 

several researchers have argued that the two main types of motivation have the completely 

opposite effect when combined. They are more likely to have a negative than positive effect 

when combined (Kuvaas et al. 2017). Deci, Ryan and Koestner (1999) found that tangible 

extrinsic incentives had a negative effect on intrinsic motivation, because it undermined the 

intrinsic motivation (Deci et al. 1999). A decade later, Deci and Ryan (2008) said that there 

were more indications that the two types of motivation counteract each other. They based 

their argument on findings that extrinsic reward in fact decreased intrinsic motivation (Deci 

& Ryan 2008). Results like these lead researchers to argue that the use of extrinsic rewards to 

motivate work behavior can be deleterious to intrinsic motivation and can thus have negative 

consequences for performance (Gagne & Deci 2005).  

 

Kuvaas, Buch, Weibel, Dysvik and Nerstad (2017) also found that there was a negative 

association between extrinsic and intrinsic motivation. The most interesting finding from 

their study was that intrinsic motivation was positively associated with positive outcomes 

such as performance and organizational commitment, and negatively associated with negative 

outcomes such as turnover intention, burnout and work-family conflicts. Extrinsic 

motivation, on the other hand, was negatively related or unrelated to the same positive 

outcomes and was consistently positively associated with negative outcomes. Not only did 

Kuvaas et al. highlight the negative association between intrinsic and extrinsic motivation, as 

previously mentioned by other researchers, but they also managed to show the associated 

positive effects of intrinsic motivation and the negative effects of extrinsic motivation 

(Kuvaas et al. 2017). In short, intrinsic motivation leads to scenarios highly appreciated by 
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organizations and a high level of intrinsically motivated employees can thus be a competitive 

advantage. By contrast, a high level of extrinsically-motivated employees can lead to 

negative scenarios that are costly for organizations and thus should be considered a 

competitive disadvantage. Organizations should therefore strive to keep the level of extrinsic 

motivated employees down. 
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Well-being  
Ryan and Deci (2001) refer to well-being as a holistic experience, in which one is able to 

function in the best possible way. There are two main classifications of well-being: hedonism 

and eudemonism (Nerstad & Richardsen 2016). According to Nerstad and Richardsen (2016, 

p. 234-235)  

“Hedonists see well-being as subjective happiness and make an effort to maximize 

positive emotions and minimize negative ones, while eudemonists see well-being as 

more than subjective happiness, but rather as living in a state of self-understanding 

with a realistic grasp of one’s possibilities, and thus experience personal growth.” 

Autonomous motivation is a key factor when trying to safeguard and sustain well-being 

(Nerstad & Richardsen 2016). Autonomous motivation can be observed when someone 

voluntarily engages in an activity or task because the task itself is interesting and results in a 

feeling of reward (Pines 1993; Salmela-Aro & Nurmi 2004; Weinstein & Ryan 2010). 

Autonomous motivation is often related to work-related well-being (Ryan & Deci 2000), but 

performance and absence can also be influenced by this type of motivation. According to 

Bjørklund et al. (2013), organizations should aspire to have employees who are 

autonomously motivated and in good health. The reason for that is the possible reduction in 

employee’s health and well-being if there is a low degree of autonomy or intrinsic 

motivation. This could, for example, result in elevated costs for the organization (Bjørklund 

et al. 2013). A company’s productivity can thus be directly influenced by the degree to which 

employees are autonomously motivated (Christian et al. 2011); thus, having a workforce with 

a high number of employees who can be labeled as such can be seen as a competitive 

advantage.  
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Performance management  

A historical perspective 

The evaluation of employees and conversations between leaders and employees has taken 

place for centuries (Mikkelsen 1996). The first example of a systematic performance 

appraisal known to us, took place in AD 221-265 during the Wei dynasty. The emperor 

employed an “imperial rater” to evaluate the performance of the official family. In the 16th 

century, Ignatius Loyola established a system for the formal rating of the members of the 

Jesuit Society (Koontz 1971). Monitoring systems evolved over the years and were 

introduced in more formal ways before World War 1 (Armstrong 2009). Frederick Taylor 

wrote in 1911: “What workers want most from their employers beyond anything else is high 

wages.” (Taylor 1911). In his classic pig handling experiments, financial inducements based 

on productivity were used to persuade workers to accept prescribed scientific management 

methods (Pfeffer & Sutton 2006). During the severe economic recession, also known as the 

“Great depression,” Viteles conducted several attitude surveys. In 1932, he found that money 

was only one of many motives of the worker. In contrast to Taylor’s findings that high wages 

were the greatest motivation for workers, Viteles found that the prime element was the wish 

to enjoy a feeling of worth, recognition and respect from others (Latham 2012). During the 

year in which Viteles conducted his study, the unemployment rate in the US was as high as 

24% (Lucas Jr & Rapping 1972). Thus, when people feared for their jobs, had lost their jobs, 

or were unable to find work, the most important thing was not high wages, but the feelings 

mentioned above, which were evoked simply by having a job. In the 1940s, about 60% of US 

companies were using appraisals to document employee performance. By the 1960s that 

number had risen to almost 90% (Cappelli & Tavis 2016). This indicates an accelerated 

development in the perceived importance of appraisals and ratings.  

 

One of the earliest uses of the term “PM” was made by Warren in 1972 (Warren 1972). He 

categorized the features of PM into several topics: Expectations, Skill, Feedback, Resources 

and Reinforcements (Armstrong 2009). These categories are still relatable, almost 50 years 

later. While Warren might have coined the term, PM is considered to have been established 

by Beer and Ruht in 1976 (Armstrong & Baron 2005). Their thesis was that “Performance is 

best developed through practical challenges and experiences on the job, with guidance and 

feedback from superiors.” (Armstrong & Taylor 2017, p. 334). However, PM did not become 

a recognized process until the 1980s. In 1992, The Institute of Personnel Management 

conducted research that confirmed this. This project produced the following definition of PM:  
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“A strategy which relates to every activity of the organization set in the context of its human 

resources policies, culture, style and communications system. The nature of the strategy 

depends on the organizational context and can vary from organization to organization.” 

(Armstrong & Baron 2005, p. 7). 

 

During the 1980s, “forced distribution” was made famous by the then CEO of General 

Electric, Jack Welch. He argued that 20% of all managers were top performers, 70% were 

average and 10% of them were poor 

and not worth having on the payroll. 

The 10% of low performers were let 

go. Forced ranking has an objective, 

which is to achieve a proper 

distribution of ratings. Using a bell-

curve could eliminate the “central 

rating tendency” of mangers not 

committing to giving low scores, even 

if deserved (Armstrong 2009). 

Although forced ranking ensures that not all employees in a company are rated the same, it 

has been difficult to find proof of other benefits of using a bell-curve. One direct 

disadvantage worth mentioning is that forced ranking can lead to a culture of fear and low 

morale, thus creating a demotivated workforce (Mikkelsen 2016).  

 

In the early 2000s, performance appraisals were often used as a system to reward employees, 

to hold them accountable and separate the high performers from the low performers. 

However, there were some early signs of companies moving towards PD. When an audience 

of HR executives in 2002 was told that a company had moved away from annual reviews, 

they were appalled. Capelli and Tavis (2016) wrote in 2016 that the idea of removing annual 

reviews was radical back in 2002, even though this could be recognized as a return to PD and 

not the introduction of it, because there had been elements and systems like that before. Even 

so, the movement grew, and more companies followed suite and replaced the annual 

appraisals with frequent, informal check-ins between managers and employees. It is 

estimated that about 70% of multinational companies are now moving in the direction of PD 

(Cappelli & Tavis 2016).  

Figure 5: Bell curve with forced ranking  (Blog.Synergita.com, 
2019) 

Figure 4: Bell curve with forced ranking  (Blog.Synergita.com, 
2019) 
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Performance management defined 

“PM is used by organizations where their employees set performance goals, determine 

performance standards, assign and evaluate work, provide performance feedback, determine 

training and development needs and distribute rewards” (Briscoe & Claus 2008, p.15). This 

definition by Briscoe and Claus is aligned with Armstrong’s explanation of what PM is. 

Armstrong (2009, p.9) states that “PM is a systematic process for improving organizational 

performance by developing the performance of individuals and teams...within an agreed 

framework of planned goals, standards and competency requirements.” Thus, PM is much 

more than appraising individuals. As a system, it contributes to achieving cultural change. 

When integrated with other key HR activities, it is an aspect of horizontal integration and a 

bundling of HR practices, making them interrelated and therefore complementing and 

reinforcing each other (Armstrong 2009). Given that there are so many different definitions, 

PM can take a variety of shapes and systems. The latter can be sophisticated or simplified, 

but there seem to be some elementary ingredients necessary for a successful PM system. 

 

According to Latham, Sulsky and Macdonald (2008), a PM system has four steps. However, 

they will only be effective if the relationship between the employee and leaders is founded on 

trust. Latham et al. define the first step of a PM system to be that of defining the desired job 

performance in such a way that the manager and employee share an understanding of the 

expectations of the performance domain.  

“A performance theory should stipulate 

the relevant performance dimensions and 

the performance standards or 

expectations associated with alternative 

performance levels. How situational 

constraints should be weighted when 

evaluating performance, the number of 

performance levels or gradients and the 

extent to which performance should be 

based upon absolute vs. relative 

comparison standards” (Latham et al. 

2008, p. 366).  

 

Figure 6: Illustration of a performance management 
system (Mikkelsen 2016) 
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By implication, the first thing an organization must define is what “performance” is. 

According to Latham (2008, p. 366) Campbell, McCloy, Oppler and Sager (1993) defined 

performance as “Behavior or action relevant to the attainment of an organization’s goals that 

can be measured.” In addition, job performance is defined as what one is or should be paid to 

do. A logical continuum of defining desired job performance is that one needs an instrument 

for assessing the performance, which should be used as a proactive tool for coaching and not 

just as an “after the fact” form (Latham et al. 2008). In order to ensure that this happens, 

leaders need to feel that the appraisal scales are useful; hence the importance of practicality. 

It will most likely be used as a basis for goal setting, and thus directly affect employee 

motivation (Locke & Latham 2002). Advances in technology have resulted in the continuous 

development of new assessment tools and improvements on the existing ones at a rapid 

speed. This in turn enables companies to use performance systems that align with employees’ 

advancement. A challenge, however, is to implement and exploit the available technology 

and to have an overview of the available technology at any given time. The new technology 

also requires specific competence and knowledge, meaning that companies and their 

employees must keep up to date with technological developments.  

 

Raters and ratees might have differing definitions of what an effective appraisal system 

would look like, and organizational culture is a contextual variable that could be relevant to 

appraisal formats. An example of organizational culture could be that an organization values 

internal competition. This could imply that the organization is concerned with identifying 

high-potential individuals and thus might be inclined to use ranking rather than ratings 

(Latham et al. 2008). Balzer and Sulsky (1990) found that raters perceived appraisal 

instruments to be effective if they were easy to use. Another factor that favors efficiency is if 

the instrument is helping them to change their employees’ attitudes and behavior (Balzer & 

Sulsky 1990).  

 

The second phase in a PM system is that individual performance must be observed and 

measured based on previously-defined criteria (Latham et al. 2008). The performance of 

individuals and organizations will be measured separately. Individual performance, for 

example, can be measured by reference to key performance indicators (KPIs) and metrics. 

They will define the results or outcomes initially identified as being crucial to the 

achievement of high performance. There is a difference in the ease of measuring quantified 

targets such as sales, compared to knowledge workers. When a distinction between the two 
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forms of result is established, the difficulty is alleviated. The distinctions between them are 

measured in outputs, which are the quantifiable measurements, and outcomes, which are the 

visible results of effort but cannot necessarily be measured in quantified terms (Armstrong 

2009).  

 

When leaders or human resources officials are observing job performances, one challenge 

they might experience is the potential lack of reliability. First impressions, halo and “similar-

to-me” are examples of such lack of reliability (Latham et al. 2008). To solve problems 

regarding lack of reliability, training is essential. Latham developed a workshop based on the 

three principles of learning: Active participation, knowledge of results, and practice. In the 

workshop, leaders would observe, give appraisal and receive feedback on their accuracy. 

Afterwards there would be a discussion of the rating errors that were made and how the 

leaders could avoid those errors in future appraisals. With training based on these principles, 

significantly more accurate ratings were given. Rating errors were also reduced to a minimum 

(Latham & Purcell 1975). Training often focuses on the ability to rate and not the motivation 

of the raters. A result of this is that the environment in which one gives the ratings must be 

considered. Organizational culture and politics play a role, with factors such as ethnicity, age 

and gender playing a part. An organization can reduce the number of raters who intentionally 

give an inaccurate appraisal by overcoming various social and political factors. One might 

see an advance in benefits as a result (Boxall et al. 2008).  

 

The third phase is giving feedback to an employee, and the employee then setting goals to be 

achieved based on the original feedback. A goal has two main characteristics: Content and 

intensity. The content refers to the objective or desired result, while the intensity refers to 

how important a goal is for the individual trying to reach it (Mikkelsen 2016). Participation, 

communication, and other elements of the PM process are ways goals can lead to 

performance. Armstrong (2009) claims that specific and challenging goals lead to a higher 

performance than is achieved when there are no goals or generalized goals. If an organization 

succeeds in involving their employees in setting personal goals, their participation is likely to 

result in more challenging goals. As a result, the commitment to achieving those goals will 

increase (Armstrong 2009). There are several types of goals and the manner in which they are 

set will vary according to type. Examples are performance, behavior and development goals. 

For goals to be effective, they should be specific, measurable, achievable, relevant and time 

framed. A defining characteristic of PM is the integration or alignment of individual goals 
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with the organizational objectives (Armstrong 2009). Companies must simplify the 

operationalization of their strategy, values and high-level objectives down to an individual 

level. This means they should focus on vertical integration. This bottom-up process could 

increase ownership of the objectives, as well as providing a channel for upward 

communication on key issues that affect the achievement of business goals. There are 

mitigating actions to address the two issues related to goal setting: predicting what is 

achievable and participation (Armstrong 2009).  

 

Steps one to three culminates in step four. Now it is time for the manager to make decisions. 

Are any actions needed regarding salary increases, retaining, transferring, terminating, 

promoting or demoting? What training should get the highest focus and which employee 

requires what training? Can the leader use a numerical rating or is the evaluation more 

subjective? (Latham et al. 2008). When leaders appraise their employees, there are several 

biases they need to be aware of because they could affect the outcome. Hindsight, availability 

and confirmation biases can all play a part in the appraisal process. For most people, the 

outcome of performance is the most important criteria when evaluating an employee, and 

factors outside of the employees’ control, negative or positive, do not change their opinion 

(Mikkelsen 2016). Appraisers form a judgment on the basis of what is readily recalled. This 

means that important events are likely to bias an overall appraisal of a person’s performance. 

Appraisers also look for information that validates their definition of a solution to a problem. 

Thus, they look for data to confirm their preconceived performance of an employee (Latham 

et al. 2008).  

 

These four steps are often part of a traditional PM system, in which communication and 

appraisals link the various HRM practices together (Mikkelsen 2016).  

Objections to traditional performance management 

Criticism of traditional PM is not a new phenomenon. Lawler (1994) claimed that the 

problem was that a performance appraisal system does not motivate employees and 

individuals, and it will never be an effective tool in their development. Building on Lawler’s 

claim 20 years later, Pulakos, Hanson, Arad and Moye (2015) published a report in which 

they stated that 95% of leaders had declared that they were dissatisfied with the PM systems 

in place at their companies at that time. In the same report, 90% of HR-leaders declared that 

the PM system at their companies did not generate accurate information.  



   
 

31 
 

Subjective systematic evaluations have been done for decades, but research indicates that 

leaders are not capable of conducting exact evaluations of their employees (Murphy 2008). 

Even with the best of intentions, leaders fall short due to cognitive and emotional biases. 

Because of these biases, they will subconsciously and systematically make wrongful 

evaluations of their employees (Kuvaas & Dysvik 2016). “Idiosyncratic rater effects” refers 

to the nature of the relationship between a leader and an employee. The quality of their 

relationship, first impressions and whether the leader was involved in the recruitment process 

all effect an evaluation process. Because of idiosyncratic rater effect, the performance itself 

can be brushed aside in favor of the quality of the relationship between the evaluator and 

employee, or at least count as much as the performance of the employee (Kuvaas & Dysvik 

2016). Moreover, how a leader evaluates performance and how employees evaluate their 

performance often differ immensely. Heidenmeier and Moser (2009) presented a metanalysis 

with a correlation of only 0,22 for self-reported and leader-evaluation.  

 

Another challenge with traditional PM is the numerical summative ratings. A possible effect 

of adding numerical ratings as a label is the “fight or flight” instinct. The degree of gap in 

experienced performance evaluation will only enhance the experienced “defense-mode” that 

comes with the “fight or flight” instinct. If a company’s numerical rating is 1-5, being 

evaluated at 4 would be considered a good evaluation and performance. However, even if 

your performance is recognized as good, knowing that someone else scored better than you 

could evoke any of a number of reactions. Ignoring feedback, push back against stretch goals, 

loose motivation and rejecting positive role models are all examples of this (Rock et al. 

2014). Sutton, Baldwin, Wood and Hoffman (2013) shows in their metanalysis that 60% of 

the variations in evaluations can be explained by how much the leader likes the employee 

who is being evaluated. When evaluations are perceived as imprecise, that could have a 

significant impact on an employee’s motivation. When employees experience injustice in 

evaluations, this could trigger turnover, absence, inferior quality work and antisocial 

behavior. This sets the organization up for challenges that have an impact way beyond the 

sphere of any specific evaluation. Antisocial behavior could, for example, take the form of a 

breach of the rules and regulations (Kuvaas & Dysvik 2016). Studies shows that poor 

summative numerical or verbal scores or negative feedback will have an unfavorable impact 

on the employees’ experience of the PM system and on the appraisal as well. One thought we 

can extract from this is that such ratings could hinder high quality performance and should be 

removed (Kuvaas & Dysvik 2016).  
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Furthermore, PM can foster an incorrect view of human growth and learning. Rock, Davis 

and Jones (2014) state that several organizations have a fixed mindset culture and reinforce 

that mindset with its PM systems. A fixed mindset culture can prevent employees from 

accepting difficult stretch tasks from which they can learn. People will be afraid to fail, and 

this can lead to cheating on tasks to ensure that they “get ahead” of the rest. However, if the 

organizational culture were built on a growth mindset, and the PM system in place were to 

emphasize that, the result could be an organization of effective, high-performing and learning 

employees. This could reduce attrition, increase productivity and boost collaboration and 

crowd-sourcing (Rock et al. 2014).  
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Performance development 

Performance development defined 

Performance development is a form of performance management system. As a response to 

alleged shortcomings in the traditional PM system, a direction and process emerged called 

“PD.” The purpose of the latter is to continuously develop employee’s knowledge, skills, 

abilities, attitudes and motivation to enhance their work performances. Whereas traditional 

PM tends to be a cyclic process with four specific steps, PD must be a continuous process for 

it to have the optimal effect (Kuvaas & Dysvik 2016). While the traditional PM system tends 

to rely on formal appraisals and predefined conversations, this is not a necessity for PD. The 

system’s purpose is to use effective feedback in addition to a strong focus on the employees’ 

strengths rather than their weaknesses. Doing so should ensure that organizations get the best 

out of their people (Kuvaas & Dysvik 2016). The latter is the purpose of PD; thus, a tailored 

approach to recognizing each employee’s abilities, knowledge and level of skills is important. 

This means that the traditional standard “recipe” for feedback often witnessed in traditional 

PM should be cast aside (Kuvaas & Dysvik 2016). In an organization in which PD has been 

implemented, it is essential that leaders understand their roles as leaders and how crucial they 

are to the organization’s success. “The leader is one who walks in front and shows a way, 

who creates commitment and activity, who mobilizes people around him” (Glasø 2015, p. 

231). In a PD system, in which continuous feedback, regular meetings and development over 

time is key, the leader’s role is to know or find out how to develop the various members of 

the organization. This takes time and can be a challenge.  

 

One way of ensuring that the employees of an organization experience an increase in mastery 

or competence is by utilizing the principles of PD, namely a strong focus on the employees’ 

strengths, as mentioned above, positive feedback on how they are using these strengths and 

encouraging the use of those strengths (Kuvaas & Dysvik 2016). If the organization, in 

addition to this, involves its employees in decision making and problem solving, they could 

further enhance and reinforce their autonomy and intrinsic motivation, and thus their 

performance (Kuvaas & Dysvik 2016). PD constitutes an attempt to utilize intrinsic 

motivation and research related to that topic, and contextualize it, together with prosocial 

motivation and relatedness, as found in SDT. 
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Objections to performance development 

One of two main objections to PD is that there is not enough time. In many organizations, 

there are too many employees per manager and it is considered time consuming to have 

regular check-ins with every employee. If this is the case, the organizations might not be 

organized in such a way that it can accommodate a system in which the managers have sole 

responsibility for providing feedback. There are two options: provide alternative feedback 

sources or change the organization to drive efficient PD (Kuvaas & Dysvik 2016). One 

example of alternative feedback sources is 360-degree feedback, which will be explained in 

detail below. The second main objection is that PD does not satisfy the administrative 

purpose of the PM system in terms of justifying and making decisions about bonuses, salary, 

promotions and training (Kuvaas & Dysvik 2016). Another objection is related to the regular 

meetings between manager and employee. Organizations should be careful, so the regular 

check-ins do not reduce the employees experienced autonomy. Deci and Ryan (2008) stated 

that autonomy is one of the three universal necessities and nutriments for human 

development and should therefore be nourished and not reduced.  
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Agile performance management 

Agile performance management defined 

Agile performance management (Agile PM) is yet another performance management system. 

As a response to scholars and theory regarding how PM can have a bigger impact, several 

organizations have changed their performance systems to become more agile (Adler et al. 

2016). “Agile means fast, and is often used in business contexts as the ability to adapt to 

changes in the market or environment in a productive and cost-efficient manner” (Dyer & 

Ericksen 2009, p. 436-457). The most important characteristics of an agile performance 

management system are a focus on development and regular “check-in” meetings. Agile 

shares with PD the notion that a workforce in which the workers have high capabilities and 

competence due to ongoing development will perform at a higher level than those working 

for an organization in which that is not the focus (Mikkelsen 2016). Continuous feedback, 

communication and coaching are action points in place to ensure the development of 

individuals. The idea is for leaders and employees to have one-on-one meetings as often as 

once a week, in which they discuss work, good performance and improvement areas 

(Mikkelsen 2016). For organizations that consists of teams, projects, etc., it is important that 

they all push in the same direction. The intent is to build collective competence and learn 

from experience. Feedback and the tools to give and receive it from all parts and levels of an 

organization are required to make this strategy effective (Mikkelsen 2016).  

Table 1: Summary of an agile performance management system. 

Agile performance management 

Designed for organization based on teams  

Focus on development and future performances 

Regular check-in meetings 

Social recognition 

Goals can easily and quickly be changed if the organization or company changes its goals 

Continuous feedback 

Use of coaching and “just-in-time” learning 

Crowdsourcing 
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Objections to agile performance management 

There are objection to agile PM. Although the regular check-in meetings could help keep 

employees engaged, and they constitute an arena for raising questions, and will help create a 

good foundation for yearly evaluations, they could also be a source of negative experiences. 

The feeling of being controlled and micro-managed might directly impact on employees’ 

sense of autonomy. A lack of autonomy is often seen as a cause of reduced motivation and 

could thus lead to less productive employees. Leaders who have large number of direct 

reports to process will also see this as an extra burden that could be overwhelming. The time 

spent on these regular meetings could very well eat up all their time. This will introduce the 

risk of the performance management system becoming too bureaucratic. Both leaders and 

employees will have to spend time away from their primary tasks.  

 

Agile PM can also be difficult to introduce for companies with branches throughout the 

world. It is not universalist, that is, independent of context. Local law and culture will have a 

big impact on how several of the aspects of agile PM is perceived. For example, a successful 

agile PM in China could not necessarily be transferred to the US as an ideal model and prove 

successful for the local organization there. The use of social recognition could motivate some 

employees, but there is also the risk of alienating workers with social recognition systems. 

The use of this and the alienation it might cause could lead to fear and health issues.  
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Goal theory 
Goals are essential in a PM system. Goals and feedback are necessary parts of an evaluation 

process, whether the evaluation is performed according to PM or PD. Locke and Latham’s 

goal-setting theory (1990), which is premised on their research findings, substantiates this 

(Latham 2001): 

1. Specific high goals lead to higher performance than setting no goals or setting an 

abstract goal such as “do your best” 

2. There is a linear relationship between goal difficulty and performance 

3. Variables such as feedback, participation in decision making, and competition affect 

performance only to the extent that they lead to the setting of and commitment to 

specific high goals 

4. Three of the four mediators of the goal-setting performance relationship are 

motivational, namely direction, effort and persistence; the fourth is cognitive, namely, 

task strategies  

Goal setting theory 

Motivation and cognition are rarely separated, and cognition is inherent in motivation. Needs, 

values, and context affect how to set goals and what strategies to use to attain them (Latham 

2012). In the 20th century, Locke (2000; Locke & Latham 2005) reviewed the goal-setting 

literature and found that knowledge and ability to perform mediate all goal effects. In other 

words, knowledge is a key element of goal theory and employees will not be able to attain the 

goals without the knowledge of how to do so. Cognition will affect the goal-setting process 

because it determines how high goals can be set based on an individual's comprehension and 

what one is able to do regarding making decisions and solving problems or carrying out a 

task. Goal setting will have various effects, depending on the context in which it is set. Based 

on this, a distinction is made in goal theory between performance goals and learning goals. 

Performance goals relate to the performance of work tasks and achieving a specific result 

(Mikkelsen 2016). In 2000, Brown and Latham conducted a study on performance goals 

(Brown & Latham 2000). Their focus was on unionized telecommunications employees who 

wanted to attain a specific outcome. Brown and Latham found that these employees had 

performed highly and indicated high job satisfaction in their performance appraisal process if 

specific, high goals had been set. This coincides with Locke and Latham’s findings from 

1990; specific high goals lead to higher performance than setting no goals or setting an 

abstract goal such as “do your best.” (Locke & Latham 1990). 
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In addition to performance goals, it might be beneficial to set learning goals. These include 

learning, competence enhancement, personal development, and how to improve performance 

and develop knowledge and skills (Mikkelsen 2016). The effect of setting specific, 

challenging learning goals has been researched the most in the current century (Latham 

2012). A learning goal is beneficial when an individual does not yet have the knowledge or 

skill to perform the task at hand. This is because a learning goal draws attention away from 

the result and sets the focus on understanding how to perform the task instead. Drach-

Zahavay and Erez (2002) found that individuals who were given a specific learning goal 

performed better than individuals who had no specific performance goal. In a similar study, 

Kozlowski and Bell (2006) claimed that a learning goal, rather than a performance goal, led 

to higher performance on a radar-tracking task. Latham, Seijits and Crim (2008) said that, 

using a complex scheduling task, that the higher the learning goal, the higher the 

performance. Additionally, Locke (1965) had previously found that a learning goal appeared 

to be more beneficial for individuals with low ability. It appears that by setting high learning 

goals, individuals with lower cognitive ability can raise their performance levels relative to 

those with higher cognitive ability. This indicates that performance goals should be 

determined by the knowledge and skills the individual already possesses, whereas learning 

goals should be determined by knowledge and skills the individual is yet to acquire. 

Moreover, both goals are equally important, depending on the context (Latham 2012). 

 

When employees create performance goals or development goals, they need to be effective 

(Kuvaas & Dysvik 2016). For goals to be effective they should be: 

• Specific 

• Measurable 

• Achievable 

• Relevant 

• Time based 

(Doran 1981). In other words, they should be SMART. In addition to simple, short and 

precisely designed (Mikkelsen 2016). Professor Robert S Rubin (mindtools.com 2019) notes 

that the SMART acronym could need an upgrade to reflect the importance of efficacy and 

feedback. It should thus become SMARTER to include Evaluated and Reviewed. Pulakos 

and O’Leary (2011) however, claim to have discovered a negative consequence of using 
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SMART goals. They say that “writing SMART performance objectives or goals that cover an 

entire year is difficult, and many people are unable to capture the specificity that is required 

for SMART goals to effectively drive performance over such a long time” (Pulakos et al. 

2015, p. 53) Given that, SMART goals could be better suited for ongoing PD rather than a 

yearly cyclic process like PM tend to be. 

 

There are two important determinants of employees being committed to and engaged in their 

goals:  

1. How important the goals and their results are to the employee 

2. If the employee has faith that they will manage to reach them 

 

(Mikkelsen 2016). A goal-setting process is typically divided into several stages. Managers 

inform their employees that the goal-setting process for the upcoming year should start. In 

preparation, the managers usually advise their employee to create context for the current 

goal-setting process. That would include strategy, values and high-level objectives. 

Employees are then expected to draft performance and development goals. The drafted goals 

are then discussed with the manager as part of their follow up dialogue. Criteria for 

measuring the goals and the measurement of success are set by the individual. The managers 

review the employee’s goals and communicate and discuss any changes needed before 

signing off on the agreed goals (Mone & London 2002). Latham and Locke (2006) 

introduced a table showing the benefits of and potential obstacles in a goal-setting process: 

Table 2: Benefits and potential obstacles in a goal-setting process. 

Benefits in a goal setting process Potential obstacles in a goal settings process 

A sense of purpose Lack of knowledge for goal attainment 

Increased performance Fear of risk-taking 

Increased subjective well-being Demoralizing 

 

After the goals have been drafted and implemented, the employee’s performance can be 

measured against goal achievement. 
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Measurement 

There are two main approaches to measuring performance. The first one is to measure 

whether enough effort has been made and whether it is up to standard. The second 

perspective is measuring to facilitate development and growth (Mikkelsen 2016). When 

performance is measured, one should be able to define it: performance is what employees do, 

the effort that is being put in, and not the results or the outcome. (Kuvaas & Dysvik 2016). 

One of the main criteria for measuring performance is that the employees accept the criteria 

they are being measured by and that they find them fair (Mikkelsen 2016). They need to trust 

that the measuring is reliable and that it is not based on personal characteristics or prejudice. 

In addition to that, they should measure predefined goals. A transparent process in which the 

entire organization is participating, and the benefits and disadvantages are discussed by the 

leader and employees, will help to prevent errors in measurement (Mikkelsen 2016). To 

avoid errors, the measuring must be reliable and relevant. In other words, when two 

individuals evaluate the same performance they should get the same results and they should 

be consistent over time (Ringdal 2001).  

 

Mistakes do occur during the measurement process for example, it could be based on 

personality traits rather than individual performance, or biased by religious or racial 

prejudice, or the employee might be held accountable for conditions that he or she had no 

control over. As lack of consideration regarding what is seen as fair in the organization could 

also be a source of possible wrongdoing when measuring performance (Mikkelsen 2016). 

One of the most common mishaps is related to convenience. The process of measuring 

performance and providing feedback is time-consuming and requires resources. This can lead 

to measurement of what is most convenient, not what is most important to the organization. 

When employee performance has been measured, feedback must be provided with respect 

regardless of the level of performance (Mikkelsen 2016). 
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Feedback 

Goals and feedback are mutually dependent on each other and consequently work better 

together than they do alone, affecting goal accomplishment. Goal setting without feedback 

does not affect performance (Erez 1977) and feedback increases performance only if the 

goals are specific and of a high level (Locke et al. 1968). DeNisi and Kluger (2000) report 

that feedback is effective when it (a) is focused on the behavior rather than the person, (b) is 

selective so as not to overwhelm the person, (c) is focused on the behavior that is desired, and 

the way to demonstrate it, and (d) is used as the basis for setting specific goals. The aim and 

purpose of feedback is to show the possibilities and route to further development and 

improvement. Feedback can thus be positive when it recognizes success and is constructive if 

it is used to identify areas for improvement that can lead to positive actions. Having the 

power to help improve performance and increase motivation makes feedback to individuals 

on how they are doing one of the key PM processes (Armstrong 2009). 

 

Measurement of performance and results, together with feedback connected to the employee's 

performance, are two of the focus areas in PM. In PM, the focus has traditionally been on 

previous performance and delivery to determine bonuses or promotions. Feedback can be a 

strength for PM; however, it can also be a challenge. Contrary to common beliefs and the 

intention of feedback, receiving feedback can often lead to deficient performance (DeNisi & 

Pritchard 2006). The reason for this might be found in the actual feedback employees receive. 

Feedback is often negatively framed, and human nature is such that the recipient might 

become defensive and interpret the received feedback as criticism. It is important that the 

conversations between the leader and employee are planned, prepared and individualized. 

The experienced feedback and conversation should empower employees to take ownership of 

the feedback and control the process. To ensure this, employees must be allowed autonomy 

and leaders cannot use standardized solutions for all employees. Unfortunately, many 

organizations fail in this regard and have continued with standardized solutions, even if the 

outcome of their PM system has been poor (Kuvaas & Dysvik 2016). In a metanalysis, 

Kluger and DeNisi (1996) found that organizations can only expect moderate positive effects 

from “feedback.” However, their analysis shows that as many as 33-38% of all feedback can 

evoke a negative reaction of some sort. With empirical evidence demonstrating this to 

companies, it is perplexing that such a high number of them use standardized PM systems 

(Kuvaas & Dysvik 2016).  
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Another challenge related to feedback is the timing of it. Poor timing often refers to the 

feedback being given too long after the actual performance or task being completed. If the 

organization has not introduced continuous feedback, this can lead to reduced learning and 

development rewards. One can ask what an employee is to learn from feedback related to a 

task completed, for example, seven months ago? In addition to this, organizations risk leaving 

unmanaged insufficient performances that should have been addressed as early as possible. 

As previously mentioned there might be a big gap between the leader’s and employees’ 

experience of performance. Giving feedback on performance finished months ago will only 

widen that gap (Kuvaas & Dysvik 2016). 

 

When determining further training, promotions and bonuses based on performance, 

organizations with a functioning performance system have a greater chance of their 

employees understanding and accepting a decision regarding pay or promotions. Employees 

are more likely to understand and accept an explanation of whether they have met their goals 

or delivered above or below expectations if such information is founded on regular check-ins 

rather than an end-of-year appraisal and a numerical rating (Kuvaas & Dysvik 2016). 

 

In PD, feedback should be based on knowledge and skills, what they deliver and how they 

deliver it. The feedback should be continuous and closely connected to the task, and the 

employee’s knowledge and skills. Personal capabilities or personal characteristics should 

have no place here, especially when it comes to corrective or negative feedback (Kluger & 

DeNisi 1996). Following that, there can be a progression to the next task or project. For 

organizations to achieve this, they should introduce a system based on feedback referenced to 

the task, rather than feedback on personal skills and characteristics (Anseel et al. 2011). 

Traditionally, feedback is provided by an employee’s direct superior and is used as an 

instrument to correct an employees’ effort related to his or her previously set goals 

(Mikkelsen 2016). A study published more than 50 years ago showed how negative 

corrective feedback could be perceived as destructive for one’s self-image and can lead to 

defensive reactions. Such an experience for employees can lead to a weaker goal achievement 

and negative attitude towards their leader (Kuvaas & Dysvik 2016). As mentioned above, 

Kluger and DeNisi (1996) found that 38% of feedback interventions had negative effects on 

performance. Negative feedback requires closer follow-up and needs to be constructive and 

useful so that it does not lead to negative reactions. In addition to that, negative feedback 

should also consist of suggestions and instruments for improvement (Mikkelsen 2016). For 
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employees to perceive the feedback process as something positive and use the information to 

grow and develop, it should be used to identify the employee’s strengths and to give positive 

feedback on how to attain the desired behavior and results. If organizations can ensure that, 

the experience could be something positive and boost motivation (Kuvaas & Dysvik 2016). 

In the context of leaders giving feedback, the feedback must be customized to each employee. 

The leader must know his or her employees and what their strengths and weaknesses are. By 

knowing that, leaders should then be able to motivate the further development of their 

employees. When feedback is perceived as valuable, employees will request it more actively 

and frequently (Tuckey et al. 2002) and development will occur. It is important to seek 

feedback. It will increase the likelihood of people creating goals, which in turn will increase 

the quality and quantity of performance (Renn & Fedor 2001). Even though this relationship 

between the leader and employee is true for all performance systems, it is essential to achieve 

the ongoing development one is striving for in PD. 

 

Feedback does not have to be provided by an employee's direct superior, but it should come 

from a trustworthy source (Kuvaas & Dysvik 2016). Yukl and Lepsinger (1995) define 

feedback from multiple sources or “360-degree feedback” as “a performance appraisal 

approach that relies on the input of an employee’s superiors, colleagues, subordinates, 

sometimes customers, suppliers and/or spouses” (Yukl & Lepsinger 1995, p. 45). Potential 

raters in a 360-degree appraisal system can be leaders, colleagues, suppliers, customers, or 

supervisors (McCarthy & Garavan 2001). If an organization has a 360-degree feedback 

culture, one of the advantages will be different perspectives. Feedback provided by several 

sources will reduce the risk of only one subjective opinion and it can provide a better 

understanding of the roles and tasks, and thus facilitate a broader perspective (Mikkelsen 

2016). A 360-degree culture in organizations can thus reduce the idiosyncratic rater effect 

(Kuvaas & Dysvik 2016). There are some downsides to such a culture. It will generate a vast 

amount of information and data that needs processing, making its time consuming and thus 

expensive. The analysis of the data also creates a challenge. For the best result one should 

have special knowledge of analyses. However, it is not likely that the general population in 

an organization possesses that special knowledge, calling into question the end results 

(Mikkelsen 2016).   

 

In 360-degree feedback, where feedback comes from different members of the organization 

or even outside the organization, not only the leader, this can be uncomfortable, and instigate 
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feelings of unrest, worry, and be demotivating. If leaders do not have emotional intelligence 

(EI), it can be difficult to recognize these emotions and development can stagnate, and 

possibly result in less productive employees. EI includes several complementary skills that 

leaders should possess, such as empathy, self-regulation and self-awareness (Yukl 2013). On 

the other hand, if EI is mastered and the leader recognizes these emotions in their employees, 

the former can help the latter to regulate them and create a safe environment to receive and 

give constructive feedback. Successful emotional regulation can promote development and 

growth among employees in the organization and can promote positive feelings and 

confidence, which increases work satisfaction (Glasø 2015). Leaders who have emotional 

intelligence will be better equipped to solve problems, manage crises, and adapt their 

behavior to differing situations (Yukl 2013). All of this will increase leadership effectiveness 

and contribute to development in the organization, as well as to the development of the 

individual employee. 

 

An objection to introducing 360-degree feedback is that if an organization is to exploit the 

full potential of its employees, it is crucial for the participants to master the art of providing 

good feedback. Organizations must realize that the level of feedback their employees provide 

will vary in quality. This will in turn commit the organization to spending enough time and 

money on training to ensure the competence needed. In addition to the expenses related to 

training the organization, it is also expensive because of the time consumption. Another 

objection to 360-degree feedback is that when asking for feedback from multiple sources in 

the organization, in worst case, it may be perceived as indicative, but at best, a very 

expensive feedback system due to the huge amount of data and information to analyze and 

communicate (Mikkelsen 2016). 

 

The feedback that has been collected is usually provided in a yearly appraisal or continuous 

follow-up conversations between leader and employee. The next chapter in our theory section 

will describe the appraisal process. 
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Appraisals 

Performance appraisals are common in both the private and public sector and are viewed as a 

symbol that employees as a human resource should be taken seriously. Performance appraisal 

is defined as  

“A systematic summary conversation between leader and employee, usually one or 

two times each year. The dialogue covers areas such as assessment of qualifications 

and results achieved, a review of goals, competence development plans and training 

plans for improvement areas and agreements on how the individual employee should 

be followed up” (Mikkelsen 1996, p. 16).  

The performance appraisal provides an opportunity to integrate the HRM practices that 

makes up the four steps a PM system consists of. For those steps to work, there needs to be a 

relationship based on trust between the leader and employee. The psychological contract 

between the leader and employee was defined by Rousseau (1995) as an individual’s 

perception of the commitment between one person and a counterpart. How that contract is 

perceived will determine how one thinks and acts in an employment relationship (Mikkelsen 

2016).  

 

Performance appraisals are a widespread HRM practice, related to extensive research, and 

have been practiced by organizations for years. Several studies have found that few 

organizations benefit from performance appraisals, despite its extensive use. The reasons for 

that could be how they are executed, what purpose they serve, and the employees’ experience 

of them. To ensure a positive outcome from the performance appraisal, the employees should 

have a positive experience. The main rule is that there should not be any new and surprising 

evaluations or information (Mikkelsen 2016). The feedback received during this conversation 

should be perceived as correct and relevant. If this is not the case, there is a significant 

possibility that a performance appraisal could lead to a decrease in motivation, attitude or 

performance (Kuvaas & Dysvik 2016). Several organizations have standardized forms meant 

to be used by all employees in the same setting. However, Kavanagh, Benson and Brown 

(2007) demonstrate that the most important aspect of explaining employees’ experience of a 

performance appraisal is good evaluations. They also refer to the understanding of the 

content, a neutral leader, two-way communication and involvement as important aspects of 

the performance appraisal experience. Wright (2004) states that the feedback should be 
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specific and focused, and that the conversations are planned. Just like Kavanagh, Benson and 

Brown (2007), Wright (2004) referred to involvement in and ownership of the process. A 

high degree of autonomy is thus needed in organizations to help ensure benefitable results 

from their performance appraisals. This means that the performance appraisal should be 

tailored to fit each employee’s specific situation and requirements (Mikkelsen 2016).  
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How to analyze and assess performance - With or without ratings?  
In PM, performance is assessed and analyzed. Even with a forward-looking performance 

system such as PD, there is the need to know what has been achieved and how this occurred. 

As noted above, people’s performance was traditionally measured and categorized according 

to scales. Rating scales, for example, tell us the level of performance achieved by an 

employee. There are several types of rating scales and they can be defined alphabetically, 

numerically, verbally, etc. The most used scale historically was the five-level scale (1-5), 

which usually allows for two excellent performance levels (4 and 5), one middle grade, which 

indicates that the employee’s performance met expectations (3), and two levels of poor or 

below expected behavior (1-2) (Armstrong 2009).  

 

Most companies and organizations use ratings in one form or another as part of their PM or 

appraisal system. According to Armstrong (2009), there are several reasons for which 

organizations should use ratings but also numerous arguments against. He summarizes them 

as follows: 

Table 3: Arguments for and against ratings. 

Arguments for ratings: Arguments against ratings: 

People have a natural wish to know where they 

stand. 

They are largely subjective 

They provide a convenient means of summing up 

judgments so that high and low performers can 

easily be identified 

Difficult to achieve consistency between ratings 

given by different raters 

There is motivation in striving for higher ratings The understanding of performance is often unclear 

Not possible to have performance-related pay 

without an overall rating 

To sum up a person’s overall performance, with a 

single rating is oversimplification 

Ratings can provide a basis for identifying high 

performers for a talent management program or 

predicting potential. 

To label person’s as below-average or average is 

demeaning and demotivating. 

 The entire appraisal meeting might be dominated by 

the fact that at the end of the meeting a rating will be 

issued.  

 Limits forward-looking and developmental focus in 

appraisal meetings. 

 

This table does not indicate when an organization should or should not use ratings. What it 

does do, however, is to provide an overview of possible risks and gains organizations need to 
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be aware of and act upon. This can be done, for example, by implementing “Best practice 

HRM” and “Best fit HRM.” Even though arguments against ratings are strong, as shown in 

the above table, most organizations use ratings in one form or another. The reason for this, 

according to Armstrong (2009), is threefold:  

1. It informs performance pay decisions 

2. It identifies high flyers for talent management purposes, or poor performers for 

remedial action or dismissal 

3. It tells employees where they stand 

Organizations that favor the “non-rating” arguments and want to focus on developing their 

employees and perhaps even remove the performance pay element, have other options when 

analyzing and assessing performance. Removing ratings and/or the performance pay element 

does not eliminate an organization’s need and wish to analyze and assess their staff’s 

performance. One method is the “critical incident technique” developed by Flanagan in the 

1950s. Here, appraisers would focus on serious behavior incidents, because they would want 

to build a solid understanding of how well employees are performing. These incidents should 

be kept on record by managers and used as evidence for employee’s actual performance when 

discussing it with the employee during review meetings. Flanagan advocated that both 

negative and positive incidents should be recorded, and that it was better to record the 

incident when it happened, rather than to wait for a set review meeting later in the period 

(Flanagan 1954). This way of thinking is something that resonates with more recent 

performance theories as well. Even though some of Flanagan’s approaches to appraisals and 

reviews still subsist in modern theories, his critical incident technique did not become popular 

at the time it was introduced. Critics of the method claimed that recording critical incidents 

was a way for managers to keep a “black book” of their employee’s poor performances. In 

addition, Flanagan’s method was viewed as time consuming and critics argued that it would 

be difficult to turn the incidents into ratings (Armstrong 2009).    

 

“Visual assessment” is a method that can be used by organizations that do not want to use 

ratings. Managers and employees agree on where in a matrix or grid the employee should be 

placed. Using a matrix such as the one illustrated in Figure 3 above provides a basis for 

analysis and discussion. Some argue that visualizing performances in a matrix provides a 

better basis for these analyses and discussions than ratings. Similar matrix methods have also 

been used to analyze and present employee’s performance measured against their peers. This 
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approach is not meant to be used as an appraisal rating, but to ensure that employees focus on 

what they do well, how they can develop further, and which areas they should focus on in 

order to improve. The visual presentation is supposed to facilitate a discussion in which 

contribution is measured against the full role demands, as opposed to a short-term focus 

(Armstrong 2009). 

 

According to followers of the “rating free” movement, PM is about analysis and forward-

looking actions related to enhancing strong areas and improving development areas. The aim 

of the analysis should be to identify the best and low performers in organizations; thus rating-

free performance managers are using one argument for rating for their own benefit and 

proving that it is possible to find high-flyers and low performers without having ratings. A 

written overall summary of the level of performance can be recorded by managers. This 

ensures that managers understand their employees’ performance, and that they archive the 

details for later use. However, this introduces the abovementioned possible pitfalls with 

evaluation. People will have differing views on how to analyze and assess performance. 

However, a framework for the analysis could help mitigate these risks (Armstrong 2009). 

Analysis and assessment are important and an inevitable activity in PM. Nonetheless, it is 

difficult to ensure a positive outcome of the activity. Moreover, it is an activity that is not 

easy to get right. Using ratings or rankings often has little or doubtful value and organizations 

have the possibility to choose from varies analysis approaches, including visual assessments 

(Armstrong 2009). It is the analysis and assessment that will lead to the reward outcome for 

employees, this will be described further in the next section of this chapter. 
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Reward 
There is an understanding shared by some that the sole purpose of PM is to generate 

information used in pay decisions. However, this is not necessarily the case. While PM can 

facilitate several rewards, these rewards can take many shapes and in a variety of contexts. 

According to Armstrong (2009), the purpose of PM should be related to the development of 

people and rewarding them in the broadest sense.  

 

Rewards can be divided into two categories: non-financial rewards and pay. Examples of 

non-financial rewards are recognition, opportunities, development, planning and enhanced 

job engagement (Armstrong 2009). The purpose of non-financial rewards is to recognize 

people’s achievements and strengths, and to use feedback actively to praise and evaluate 

performance. Providing opportunities to develop skills is a way of motivating employees and 

planning their careers. Focusing on intrinsic motivation to enhance job engagement and 

integrating organizational goals with employees’ goals are also important non-financial 

rewards. It should always be the objective of PM to achieve this (Armstrong 2009). As 

mentioned above, for many the primary purpose of PM is to ensure that organizations make 

informed pay decisions. One of the most common methods for companies to link PM and pay 

is through ratings. An employee would know, based on his or her rating on a specific scale, 

what that year’s pay decision will be. However, if the organization does not use ratings, they 

could turn to “holistic assessment” as a method of deciding on potential rewards. Employees’ 

performance and contributions are assessed, and possible rewards and base pay increases are 

consequently decided. This method is reliant on a “reference point” when deciding base pay 

rises. According to Armstrong (2009, p. 252), this represents the “rate of pay appropriate for 

someone who is fully competent in the role and will be aligned to market rates in accordance 

with the organizations market policy”. The holistic assessments are heavily dependent on 

managers and their evaluation and judgment. There are potential pitfalls related to managers 

having that much say and organizations should communicate clearly how this process is 

operated and how individual decisions have been made (Armstrong 2009).  

 

How organizations set out to achieve their objectives related to reward and how successful 

they will be varying, of course. For example, if ratings are used, that can cause a conflict with 

the developmental focus of the organization. Thankfully, there are HRM practices and best fit 

HRM that can help companies and lead the way to success. 
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Research questions 
This thesis has the following research questions:  

1. What was the motivation and employee well-being among the employees in Secreta 

before the removal of performance ratings? 

2. What is the experience with the new Performance Development system?  

3. In the period after the removal of numerical ratings and the introduction of 

Performance Development, has there been an increase in motivation and well-being at 

Secreta? 
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Design and method 

Context 
From interviews with Secreta employees, we have learnt why there was a shift from PM to 

PD in 2018. Secreta chose to move away from their retrospective previous way of leading 

and evaluating their employees. They wanted to know how they could help their employees 

grow and develop. The previous backward-looking focus on ratings and calibrations was no 

longer preferable. Their new focus was forward-looking with continuous feedback and 

development. Instead of having employees who worried about biased evaluations, being 

accused of disloyalty if they spoke their minds, and other concerns often related to a rating 

system, the focus would now be on the employee’s strength and their possibilities to grow 

and develop. 

Secreta 

Secreta is an international energy company. In order to comply with Secreta’s desire of being 

anonymous, we cannot elaborate any further related to context and information about Secreta. 

 

When analyzing Secreta it has been interesting to see if they have implemented any of the 

above mentioned HRM best practices from the consensus list of the most important best 

practices. 

 

Secreta has offices all over the world and thus touches upon difference in job security related 

to local law and legislations. One thing, however, that is the same for all employees is the 

internal job market. Secreta advertises its external vacancies on Secreta.com and on social 

media and all applications are submitted online. The recruitment process could be several 

rounds of interviews and applicants might also be asked to perform psychometric tests. This 

is evidence of a selective hiring process.  

 

Secreta is a large hierarchical organization that consists of several companies and several 

teams. Secreta is introducing LEAN throughout its organization and thus the focus, in line 

with the “lean approach,” will be participation, standardization of work and control through 

direct supervision by a team leader (Niepcel & Molleman 1998). 

 

Training, development and the opportunity to pursue a career in the company are covered by 

Secreta through several processes and methods. All employees have access to an intranet 
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page where vacancies are posted, and all employees are encouraged to have a development 

plan, both short-term and long-term. The development plan is used in the internal job 

application and interviews. Secreta has its own “corporate university,” at which training of all 

sorts is available for employees.  

 

In Norway the work-life balance has to a large extent been regulated by rules related to work 

hours, overtime, parental leave, the right to a kindergarten, holiday, and pay when sick 

(Mikkelsen 2016). Flexible working hours gives employees the opportunity to partly dictate 

their schedule, which enables empowerment and autonomy. Holidays are covered by local 

legislation and might vary. As an example, in Norway, employees are entitled to five weeks 

holiday per calendar year.   

 

Autonomy, involvement and participation relates to employees’ influence in the decision 

process for their own jobs, work terms and plans for the organization (Mikkelsen 2016). 

Examples of this at Secreta would be the development plan each employee has, flexible work 

hours, participation in projects, registering own working-hours etc. There seems to be a high 

degree of autonomy that helps build the mutual trust needed to boost performance (Mikkelsen 

2016). 

 

Appraisals are a part of the PD system at Secreta. The company has not stipulated a specific 

number of times that their leaders should have appraisal sessions with their employees, but at 

least two every 12 months has been mentioned as a guiding point. Appraisals are supposed to 

be an ongoing, continuous effort reflecting on development, performance and achievements, 

goals etc.  

Previous performance management system in Secreta 

Secreta replaced its old PM system in 2018. The old traditional system consisted of several 

steps, like the ones Latham, Sulsky and Macdonald (2008) suggested that a PM system had to 

have to work. The system was premised on a calibrated performance evaluation that was 

intended to link the company’s overall goals and the evaluations down to an individual level. 

The yearly process was supposed to be the driving force for engagement, collaboration and 

performance across the organization (Subject 5). The focus of the appraisal was performance 

in the preceding year, including addressing strengths and improvements areas, giving the 

process a historical perspective. At the same time, it was supposed to drive performance and 
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learning in the future. The goal setting, feedback and appraisal could be in a hard copy form, 

but the default method was using the online “Ratio-In-Secreta” tool available for all 

permanent employees. External and temporary employees are not a part of Secreta’s PM 

system (Subject 5). 

 

Employees should create meaningful, challenging and inspiring performance goals. A 

performance goal could be an individual goal, or a team goal, and managers had the 

possibility of cascading goals to their direct reports. Employees were encouraged to create 

SMART performance goals (Subject 8). 

 

The appraisal was divided into three categories. The employees and their managers reviewed 

the employee’s goals and development for the previous year. The focus was on what the 

employee had achieved throughout the year and how it was achieved (Subject 8). The 

intention was to be a continuous process during the year, although this step was open only in 

a fixed period during the year. The employee and manager separately evaluated each of the 

employee’s goals and gave a numerical rating, followed by a comment on each of the 

employee’s goals. The numerical rating scale was 1-5 (Subject 8) 

 

The performance review period opened on 1 December and closed 31 January. Leading up to 

the “performance review” step, the leader would have appraised and evaluated the employees 

who reported directly to them based on qualitative data and a holistic assessment. Now they 

would be part of a performance review meeting, in which the employees’ final rating would 

be settled. These review meetings consisted of an organizational unit’s leader’s leader (owner 

of the session), the unit’s leader (participant) and a HR support (facilitator). The review 

meetings had to be conducted in that period and it was the owner’s responsibility to finalize 

the meeting (Subject 8). 

 

The performance dialogue between employee and leader was the next step. Now, ratings and 

comments made by leader during the performance review would be visible to the employee. 

Both parties were given the opportunity to update previous comments or write new ones. The 

dialogue ended once the leader had completed updating the employee’s appraisal form and 

was ready to send the form to the employee for sign off. This would lock the performance 

form for any updates and signified finalized evaluation. The employee needed to confirm that 

he or she had completed the dialogue satisfactorily by signing it (Subject 5). 



   
 

55 
 

 

Participants close to the change project and personnel working with the “PD” process 

indicated that after a thorough internal evaluation, the old system was deemed to be time-

consuming and not at all motivational (Subject 8). Too much focus was given to the ratings, 

without seeing any connection with development and growth for the employees (Subject 5). 

Moreover, leaders gave their employees a higher rating than they would have liked to, 

because they anticipated having to reduce the rating in the calibration sessions (Subject 8). 

The system was also built in a such way that all the focus was on previous delivery instead of 

the present and the future. The system did not drive performance and development at Secreta 

and thus had to be replaced. This conclusion led to a project to implement a new PD system 

for Secreta (Subject 5).  

New performance development system in Secreta 

Secreta’s new agile PD system, is an ongoing dynamic process for goal setting, feedback and 

evaluation. The process is driven by an online system named “Ratio-In-Secreta.” Secreta’s 

values are the basis of the PD system. Secreta employees are encouraged to create 

performance goals throughout the year, in addition to the performance goals, every employee 

should have a development plan. 

 

Continuous feedback as a module and mindset in Secreta’s PM system was introduced in 

2018. Summarized, it consists of feedback, and some “action points” which are connected to 

each employee’s performance goals. Everyone has a responsibility to give feedback to others 

to support performance and development. The heightened focus is for the feedback to be 

continuous and that employees should give and ask for feedback from across the 

organization, basically making this a 360-degree feedback culture. The module is also meant 

to support alignment between Secreta’s strategy and values. Continuous feedback is the basis 

for the performance process and should enable employees to leverage others’ input and 

contribute to others’ success. Continuous feedback should also include positive input about 

the performance of one’s colleagues and help focus on development. This module is also in 

place to ensure that evaluation, reward and talent outcomes are based on feedback from 

multiple sources, rather than only on the manager’s opinion. Giving feedback is everyone’s 

responsibility throughout the company, and thus employees are highly encouraged to 

participate. The feedback employees receive is by default not visible to their managers and 

the reasoning behind this is that the employee who receives the feedback owns it. That 
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ownership entitles the employee to choose whether he or she wants to share it. There are two 

exceptions to the default rule. The first is if your leader gives you direct feedback and the 

second is if your leader asks someone in the company for feedback on his or her employees.   

 

Employees’ goals, the related achievements and feedback are recorded in a “form” that is 

stored in the online tool. This form is visible for employees and their line manager. Those are 

meant to be used to summarize the achievements and thus highlight the employee’s strong 

points and deliveries, and some development areas for the future (Subject 5). 

 

Performance alignment meetings in management teams were proposed to be held on a 

continuous basis from 2019. The output of the discussion on strengths and development areas 

is to be captured in the abovementioned summary form by the leader and employee. As a 

contrast to the previous performance system Secreta had, there are no ratings in the new PD 

system. This means there will be no calibration in ratings in the alignment meetings.  

 

 

 

 

 

 

 

 

 

 

 

 

 



   
 

57 
 

Research design and method 
The research design for this study will specify which data is necessary to answer the research 

questions, and how the data will be collected and analyzed. A pragmatic approach to research 

means it is common to separate the design into three categories: explorative, descriptive and 

causal. The design one chooses is dependent on various factors, such as prior knowledge of 

the area in question and the level of ambition the researchers has regarding analyzing and 

explaining causality (Gripsrud et al. 2006). Given that a short amount of time has passed 

since Secreta’s changes and that Secreta’s system was not set up to report on data that would 

help to answer research questions, there was a limited amount of prior knowledge related to 

this area. There are two philosophical directions that can be used to describe what we see and 

try to achieve with our thesis. Ontology is about an assumption of how the world is, in this 

case Secreta’s organizational world with its employees living in it. Epistemology is related to 

how we can provide knowledge about that world. Meaning how we can obtain knowledge to 

see if there have been any changes in motivation and well-being (Gripsrud et al. 2006). The 

lack of prior knowledge means that it is difficult to see any potential causalities. Therefore, 

an explorative design was chosen with a view to enhancing Secreta’s knowledge of the effect 

of the change from PM to PD. The ambition for this research was to explore the possible 

impact with respect to increased employee motivation.  

 

According to Gripsrud et al. (2006), it is common in explorative design to start with existing 

theories related to the subject and secondary data. Theories related to PM, PD, goals, reward, 

appraisals, HRM practices and best fit and motivation have been explored to facilitate 

understanding and analyze the phenomenon. Since theories alone will not provide an 

understanding of how Secreta’s employees have experienced the change, Secreta’s yearly 

SES surveys and the Ratio-In-Secreta survey were used as secondary data. In addition to this, 

several in-depth interviews were conducted to further collect data and investigate and 

elaborate any findings from the surveys. The techniques used for data collection in this study 

were both qualitative and quantitative. Grønmo (1983) argues that the two techniques 

complement each other and thus, using both in this research (method triangulation) should 

constitute an advantage (Gripsrud et al. 2006). 

Population and selection 

The population comprises the total group of people from which information is sought. The 

population that is defined is the entire number of research units in scope (Gripsrud et al. 

2006). The selection frame for the surveys conducted for this study was all the permanent 
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employees at Secreta at the time the surveys were launched. Surveys gather data in a such 

way that one can easily differentiate the results based on several categories. However, the aim 

was for the results of this thesis to be representative of the entire company.  

 

Candidates were chosen randomly using Secreta’s SAP system and some were suggested to 

us by Secreta. The potential participants were asked whether they wanted to participate by an 

informal conversation before a more elaborate email was sent to them with elaborate 

information, should they accept to participate. One-hour Skype meetings were scheduled with 

each participant and they received the interview guide beforehand so that they could be 

prepared and able to provide reflective and precise answers. All the participants agreed to the 

interviews being recorded so that they could be transcribed later. We named the transcriptions 

subject 3, subject 4 etc. and deleted the recordings.  
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Data collection 

Secreta conducts yearly surveys of all its employees, and for this thesis we were granted 

access to both the “Secreta’s employee survey” (SES) and the “Ratio-In-Secreta survey” 

(RIS). In addition, we conducted several in-depth interviews with key personnel related to the 

abovementioned change in performance systems and a group of Secreta employees who have 

experienced the change in system and thus could provide valuable information regarding how 

the change affected them.   

Secreta’s employee survey 

The Secreta’s employee survey (SES) is Secreta’s annual organization and working 

environment survey. The survey addresses issues that are vital to employees’ well-being and 

effectiveness. Leaders have access to a report showing their unit’s results and follow-up tools 

in the SES online portal. The portal should support Secreta’s leaders and teams to quickly 

understand their survey results, identify high impact survey topics and to implement the right 

improvement actions. The HR department from each business area has access to all the 

results reports in their area. The survey results form the basis for improvement work in the 

organization. Secreta’s leaders are in collaboration with the teams responsible for following 

up on the SES results and putting in place the appropriate improvement strategies. The SES 

results for small units (less than five responses) are not displayed because of confidentiality 

rules. These SES results with a small selection are included in the above units. It will not be 

possible to find individual answers by comparing reports. No one at Secreta has access to 

individual answers. The survey is conducted by an external professional survey company. 

This company processes the information from the SES on behalf of Secreta.  

 

The SES is Secreta’s annual survey for evaluating and improving 12 key organizational 

health areas, with 76 questions partitioned on the 12 areas that impact safety, working 

environment, engagement and the drive for continuous improvement and change. The SES is 

sent out to all permanent employees via email in the autumn of each year and is open for a 

couple of months. The questionnaire scale is 1-10, and all the scores are calculated in a 0-100 

reporting index. All the scores are in whole numbers, 0 being the lowest score and 100 being 

the highest. There are three scoring intervals: High/Green score (75-100), Medium/Grey 

score (60-74), Low/Red score (0-59). The spread of scores (standard deviation) is high when 

above 25 and low when below 15. 
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Ratio-In-Secreta survey 

The Ratio-In-Secreta (RIS) survey is sent out twice a year and is issued in addition to the 

yearly SES survey. The selection frame for the RIS survey comprises all permanent 

employees in Secreta at the time the surveys were conducted. The survey is issued by the 

“PD” team at Secreta and its purpose is to capture how the employees are experiencing using 

the Ratio-In-Secreta online tool and the PD system.  

 

The survey is made available twice every year and is launched in the Ratio-In-Secreta online 

tool and takes only a few minutes to complete. The result is used by the “PD” team to learn 

more about the “PD” journey at Secreta, and the result is reported at a high level. 

Description of individual in-depth interviews 

The individual in-depth interviews were conducted because the personal experience and 

opinions of the candidates were of interest. Our aim was to learn more about the move from a 

PM system to a PD system and the motivation behind it. The candidates could also provide 

first-hand information on how the change was carried out and how they have experienced 

living with the new system. This type of qualitative knowledge could not be extracted from 

the secondary data and would thus be used to supplement the quantitative data from the 

surveys. To be able to do this we promised to treat the information we received and the 

names of our subjects confidential so that it would be impossible to recognize them. When 

presenting the results below we will refer to them as subjects 1, 2 etc. (S1-8), not by title or 

name.  

 

While designing the interviews with the help of an interview guide (Brinkman & Kvale 

2014), a list of the questions was formulated (attachments 1 & 2). The questions were 

designed to be open and indirect, so that they could elicit complementary answers from the 

respondents and limit the possibilities of short or one-worded answers. The interview subjects 

received the questionnaire beforehand, allowing them time to prepare. 

 

The interviewees included personnel with knowledge to the change process in performance 

system in addition to leaders and employees who have “lived the change”. A one-hour Skype 

meeting was scheduled with each of the candidates. Skype meetings allowed for flexibility 

that would otherwise be difficult due to the candidate’s tight schedules and distant office 

locations. Interviews where location did not offer a challenge were carried out face to face. 
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Before the interviews started, we asked if the participants were comfortable with us recording 

audio. Using a recording device made it possible to concentrate on what was being said 

instead of taking notes. This also made it possible to refer to the recording later. Afterwards, 

the interviews were transcribed and analyzed. The transcriptions were called Subject 1, 

subject 2 etc, and the recordings were deleted afterwards. 

 

Moreover, additional interviews were conducted to find out more about what the day-to-day 

users of the PD system thought, both leaders and employees. We asked different areas in the 

company for permission to interview employees working for them. Permission was granted, 

both to conduct the interviews and to pick interviewees relatively freely.  
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Reliability and validity  

When deciding how well a phenomenon is measured, the concepts of validity and reliability 

emerge (Gripsrud et al. 2006). Validity means how well one measures what one intends to 

measure, while reliability means the degree to which one can trust that the results are reliable 

and to what extent one would get the same result if the measuring was repeated (Gripsrud et 

al. 2006). It is possible to achieve high reliability but low validity. That happens when one 

measures with a high degree of accuracy and reliability, and the results are consistent, but 

something other than what was intended is measured. This is what one calls a “system error” 

(Gripsrud et al. 2006). In this paper Secreta’s methods for data collection through the two 

surveys were described with high accuracy, so it would be possible to achieve approximately 

the same results later, with high reliability and little chance of random errors. In addition, the 

necessity to perform in-depth interviews and how it was conducted has been explained. These 

methods combined, provide the basis to state that this study has a high degree of reliability 

and that similar results are likely to be obtained in a later measurement. 

 

The Ratio-In-Secreta survey was established to measure how the employees felt about their 

relation to their leader regarding feedback, development and performance in a more specific 

way than the SES. The first time Ratio-In-Secreta was conducted in its current form was in 

2018. It was conducted again in 2019. The Ratio-In-Secreta survey is more specific than SES 

and is only related to performance, feedback and development.  

 

To measure the purpose to an even greater extent and to obtain high validity on the results, 

in-depth interviews were conducted. While performing the interviews we needed to be 

careful not to influence the answers. It was imperative that they answered freely; therefore, 

all the questions were open. The candidates were indeed open and shared their honest 

opinions willingly. Moreover, the participants seemed trustworthy. There is no reason to 

believe that they did not answer truthfully, based on their own experience and opinions, or 

that they withheld information. The choice to interview a mixture of leaders and other 

employees was derived by a desire to obtain a nuanced result relating to several aspects of the 

organization and for the result to be more representative. That would make it possible to state 

that the results in this thesis are valid. Another means of avoiding measurement error was that 

all our interviewees were asked whether the interviews could be recorded instead of taking 

notes. This means that the data was accurately recorded.  
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Results 

In this chapter the findings collected through the SES survey, Ratio-in-Secreta and in-depth 

interviews will be presented in relation to one research question at a time. When presenting 

the results from the in-depth interviews, the interviewees will be referred to as subject 1-8. 

When analyzing the data, we find Miles and Huberman’s (1994, p.10) interactive model 

useful. What the model does, is to present the continuous process that is data analysis.  

 

Figure 7: Interactive analysis model (Miles & Huberman 1994) 

Research question I 
The results connected to our first research question – “How was the motivation and employee 

well-being among the employees at Secreta before the removal of performance ratings?” – 

were extracted from the 2017 SES and the interviews with Secreta employees. The 2017 SES 

data relate to the period before the transformation from performance management to 

performance development. The 2017 SES consisted of 113 questions divided into several 

sub-categories. Because there were no sub-categories for motivation and well-being, a 

selection of categories was chosen that could be directly or indirectly linked to these two 

topics: 

Table 4: 2017 SES categories related to motivation and well-being including scores. 

Questions: 
Score: 

Company ambitions 73 

I have a good understanding of the company's strategic direction 69 

Immediate leadership 74 

Sets clear and challenging targets for the team 72 

Assigns tasks that help people develop 72 

Follows through until agreed results are achieved 71 

Provides support to master challenges 73 

Is available if I want to discuss aspects of my work situation 80 
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I have confidence in my immediate leader 78 

Goals 77 

In my unit we set challenging goals 74 

I am clear about the goals and objectives for my job 79 

My unit's goals clearly create value for Secreta 82 

Competence and people development 71 

I can utilize my expertise and abilities in my present position 75 

I have the necessary skills to handle my work tasks and responsibilities 81 

In my unit career moves across the organization are encouraged 61 

I am satisfied with my development opportunities in Secreta 66 

I actively explore new opportunities for developing my own skills and building competence 74 

Performance and reward 64 

In my unit behavior and deliveries are equally important in measuring performance 68 

In my unit performance forms the basis for recognition and reward 60 

Workload and influence 67 

My workload is satisfactory 69 

I can influence my workload 65 

I am sufficiently involved in decisions related to my work situation 67 

Normally I am able to complete my work tasks within normal working hours 66 

People engagement 75 

All in all, how satisfied are you in your job? 74 

Values and teamwork 78 

In my unit we work together as a team 74 

In my unit we communicate in an open and precise way 74 

In my unit we treat each other with respect 81 

I get support from my colleagues when needed 83 

In my unit we appreciate diversity 79 

In my unit we are open in our daily work 77 

In my unit we are caring in our daily work 78 

In my unit we are collaborative in our daily work 77 

In my unit we are courageous in our daily work 75 

Health 75 

During the last year I have suffered health problems that might derive from my work 75 

 

As mentioned above in the presentation of the SES, there are three rating levels: High/Green 

(75-100), Medium/Grey (60-74), Low/Red (0-59). None of the chosen questions scored 

below 60, meaning there were no “low” scoring results here. Thus, in the presentation of the 

results, the questions are sorted into three new categories based on the score of each of the 
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responses. Scores of 69 and below are Category 1, 70-79 are Category 2 and above 80 are 

Category 3. This was done in order to provide a better analysis of the topics and reflect on the 

findings related to each one. In table 4, the questions from table 3 are sorted into these 

categories based on the scores.  

Table 5: 2017 SES questions, sorted into three new categories based on their scores. 

Category 1: 0-69 Category 2: 70-79 Category 3: 80-100 

I have a good understanding of the 

company's strategic direction 

Sets clear and challenging targets 

for the team 

Is available if I want to discuss 

aspects of my work situation 

In my unit career moves across the 

organization are encouraged 

Assigns tasks that help people 

develop 

My unit's goals clearly create 

value for Secreta 

I am satisfied with my 

development opportunities in 

Secreta 

Follows through until agreed 

results are achieved 

I have the necessary skills to 

handle my work tasks and 

responsibilities 

In my unit behavior and deliveries 

are equally important in 

measuring performance 

Provides support to master 

challenges 

In my unit we treat each other 

with respect 

In my unit performance forms the 

basis for recognition and reward 

I have confidence in my 

immediate leader 

I get support from my colleagues 

when needed 

My workload is satisfactory In my unit we set challenging 

goals 

 

I can influence my workload I am clear about the goals and 

objectives for my job 

 

I am sufficiently involved in 

decisions related to my work 

situation 

I can utilize my expertise and 

abilities in my present position 

 

Normally I can complete my work 

tasks within normal working hours 

I actively explore new 

opportunities for developing my 

own skills and building 

competence 

 

 All in all, how satisfied are you in 

your job? 

 

 In my unit we work together as a 

team 

 

 In my unit we communicate in an 

open and precise way 

 

 In my unit we appreciate diversity  

 In my unit we are open in our 

daily work 
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 In my unit we are caring in our 

daily work 

 

 In my unit we are collaborative in 

our daily work 

 

 In my unit we are courageous in 

our daily work 

 

 During the last year I have 

suffered health problems that 

might derive from my work 

 

 

The items for the Category 1 results are related to four categories in the 2017 SES: Company 

ambitions, competence and development, performance and reward and workload and 

influence. Three of these four categories are directly related to the abovementioned and 

Secreta implemented HRM best practices. While the “company ambition” category is not 

directly related to best practice HRM, it is indirectly related to motivation. Competence and 

people development were represented by two items: “In my unit career moves across the 

organization are encouraged” and “I am satisfied with my development opportunities at 

Secreta.” These items are related to the HRM best practices Security of employees and 

internal job-market and Training, development and possibility to have a career. The second 

item, “I am satisfied with my development opportunities Secreta,” could also be related to the 

Security of employees and internal job-market practice when we relate it to using the internal 

job-market to develop. However, it is more related to Training, development and possibility 

to have a career. Performance and reward are another HRM best practice. It is represented in 

Category 1 by these two items: “In my unit behavior and delivery are equally important in 

measuring performance” and “In my unit performance forms the basis for recognition and 

reward.” The last category, Workload and influence, is related to the HRM best practices 

Autonomy, involvement and participation and Work-life balance. 

 

The sub-categories for the Category 2 results are related to six categories in the SES: 

Immediate leadership, Goals, Competence and people development, People engagement, 

Values and teamwork, and Health. Of these six categories, only one (competence and 

development) is shared with the Category 1 results, thus introducing five new categories. 

This tells us that there is a distinction in what topics and items have received poor, average 

and good ratings by the participants in this survey. The category Values and teamwork was 

represented by seven items: “In my unit we work together as a team,” “In my unit we 
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communicate in an open and precise way,” “In my unit we appreciate diversity,” “In my unit 

we are open in our daily work,” “In my unit we are caring in our daily work,” “In my unit we 

are collaborative in our daily work,” “In my unit we are courageous in our daily work,”  Four 

of these items are related to Secreta’s values. The three remaining items were closely linked 

to the values. The final category in the Category 2 selection was Health.  

 

The results for the sub-categories of Category 3 are related to three categories in the SES: 

Immediate leadership, Competence and people development and Values and teamwork. The 

three sub-categories have a total of five combined items, making it the least represented 

category. Even if the survey offered a rating scale with a highest score of 100, it is worth 

noticing that none of the five items rated as “good” had a higher rating than 83. None of these 

items can be said to have any direct links to best practice HRM, but there are some interesting 

indirect connections. For example, “nearest leader is available if employees want to discuss 

aspects of their work situation” has an indirect connection to both Appraisals and Autonomy, 

involvement and participation. The third item is related to Competence and people 

development. The last two items in Category 3 are related to the sub-category Values and 

teamwork. The items “In my unit we treat each other with respect” and “I get support from 

my colleagues when needed” scored an 81 and 83 respectively. 

 

The interviews with the Secreta employees did not include a specific question about whether 

or not the participants were motivated by the old performance management system. However, 

the questions were formulated in such a way that this would be likely to come up in the 

participants’ answers. The aim was to gain more knowledge of how motivating employees at 

Secreta thought the previous performance management system was in order to determine 

whether the change had a positive effect. In our in-depth interviews we wanted to know more 

about what the interviewees thought about the previous PM system and what strengths and 

weaknesses it had, in their opinion (attachment 2). During the interviews we found that our 

subjects were divided, especially in terms of whether numerical ratings in the previous 

system were motivational. Subject 1 made a specific statement about the previous system in 

relation to motivation:  

“I think it was demotivating and that it was likely to impose low self-esteem, for 

some, when receiving a poor rating. The old system was a very Americanized system 

and caused unhealthy competition, and employees’ performance would be related to a 
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number. People talk and compare, which might motivate some, but in my opinion the 

clear majority found the ratings demotivating.”  

This was substantiated in our interview with subject 5 who did not think that the previous 

system was facilitated to be motivational: “The main weaknesses in the previous system was 

that it wasn't based on motivation, it was time-consuming, and did not actually drive 

performance.” The way the previous system was set up ensured that the employees and 

leaders did something about it, and it was extremely structured. Subject 6 pointed out, as a 

positive, that “we know there is such a high activity level in the organization that people 

sometimes like structure. So, for the sake of convenience, this was positive.” Because it was 

so structured, people did it because it was a process, not because they saw a purpose to it. 

Another point that subject 6 made was that “people can hide behind numbers, rather than 

having a qualitative and much more accountability-based discussion.” It also became known 

to us during our interviews, that the variation regarding who found the old system motivating 

depended on where they worked in the organization. Subject 8, a leader for project managers 

and technical managers who have employees all over the world, found the previous system 

motivating and fair. “I know the theory tells us that numerical ratings are demotivating, but I 

don’t think so.”  

 

As mentioned above, there were differing opinions about how motivational the numerical 

ratings in the previous system were. Due to the variation in how the numerical ratings were 

used throughout the organization, it could mean different things depending on where the 

employee was in the organization and who they were compared to. Getting a rating of 3 did 

not always mean the same thing. Subject 2 said that  

“employees were thinking a lot about what rating they would get and that the 

numerical ratings could be incorrect. This was because leaders would avoid giving 

anyone ratings in the lower scale (1-2) to avoid conflict, even if performance and 

delivery corresponded to that. On the other hand, not too many should be rated in the 

higher scale (4-5) either, so the value of an average 3 was not put too high.” 

 When “everyone” got a rating of 3, that was viewed as average, and was demotivating rather 

than motivating. When an employee received a 3 rating, he or she did not know what 

assessment was behind the number, because the focus was on the number and not what was 

behind it. From the employees’ perspective, they put a lot of thought behind what rating they 
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received and for some the whole experience came across as rather demotivating. However, 

speaking from a leader’s perspective, subject 6 added, “what gives the most value? Here’s a 

3, or here is what you have done well and here’s something you can improve on? The second 

is a much more enriching conversation and fosters motivation.” It was easier to hide behind 

the number in the previous system and subject 7 provided an example of how it was possible 

to find a shortcut to a higher rating: “I asked my leader what I had to do to get rated as a 4. 

He told me what I had to do. I did what he said and got my 4 rating.” The fact that this was 

possible substantiates what has previously been said about not knowing who they were 

compared to and what was behind the numbers. With regard to numerical ratings, subject 8 

thought that, “as a leader, what was based on numerical ratings gave me confidence in the 

process. When I allocated a reward based on ratings, I had confidence that this was correct 

based on the process we had gone through.” Subject 2 pointed out that “even though the new 

system is more motivating, I was personally motivated by the old system as well.” Subject 3 

is one of the interviewees who preferred numerical ratings, but suggested that feedback and 

achievement could complement the numerical ratings.  

“Personally, I am a fan of numerical rating. I understand that there are people that do 

not like them. I think that people who make the extra effort, and want to work hard 

and make a career like numerical ratings because they can use those ratings to 

differentiate themselves from the ‘pack.’ All feedback and achievements should be 

used as the basis for a numerical rating. That provides a foundation for the numerical 

rating. The earlier rating system at Secreta seemed more like the numerical rating 

were a subjective review from the leaders without any real foundation.”  
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Research question II 
The results from the second research question – “What is the experience with the new 

performance development system?” – were generated by the Ratio-in-Secreta survey and our 

interviews. To learn more about the use and experience with the new performance 

development system at Secreta, we analyzed the data and results from the Ratio-in-Secreta 

survey in 2018 and in 2019 as presented in table 6. 

Table 6: Ratio-in-Secreta questions and results; 2018 and 2019. 

Question 2019 2018 Deviation 

The feedback I receive helps me with my development 4,75 4,44 0,31 
The feedback I receive helps me improve my performance 4,84 4,54 0,3 
My leader and I have open and constructive performance conversations 5,09 4,86 0,23 
My goals are inspiring and contribute to realize Secreta’s ambitions 4,92 4,72 0,2 
My development plan includes concrete actions to deliver on my goals 4,69 4,47 0,22 

 

As we can see there is a positive development on all the questions from the results in 2018 to 

2019. In 2018, 6163 employees gave their rating to the survey with average response of 4,6 

(1 = Strongly disagree, 6 = Strongly agree). While in 2019, 4959 employees gave their rating 

to the survey in the first quarter with an average rating of 4,86. The number of respondents 

has decreased by 20% compared to the 2018 survey. However, the average rating has 

increased by 6% compared to 2018. 

 

We wanted to substantiate the results from the Ratio-in-Secreta survey with in-depth 

interviews to acquire knowledge about what the interviewees think about the new PD system, 

what strengths and potential weaknesses it has and how they use the system in practice 

(attachment 2). Especially interesting is the part about the system related to feedback, we 

wanted to know what they think about receiving feedback from all parts in the organization 

and what they gain from the new system so far. 

 

Something that the subjects had in common was that when they were talking about the new 

performance development system it was mainly about feedback. When describing the 

strengths of the new system, subject 1 clearly stated that experience with the way feedback 

was received and used was useful:  

“I like that we receive feedback and that I can choose to share received feedback with 

my leader. It creates more transparency. Now my leader will not just base her 
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evaluations on some conversations she has had with someone else. This is a huge plus 

for the process.”  

This was substantiated by subject 2, who commented that the new performance development 

system was more transparent and encouraged employees to be more open in the way goals 

were set and how feedback was sought.  

“The new system also provides better feedback for each employee. It forces everyone 

to reflect more about what good performance is and what you need to work on. It is 

not called a rating 1 or 2, but development and needs. It is more harmless and 

positively charged.”  

Furthermore, subject 1 added that the new system was used to request feedback when a 

project was finished, and not just towards the end of the year when employee appraisals were 

coming up. The fact that there was a more continuous feedback process and that the feedback 

was related to the task or project they just completed, not six months previously, was 

appreciated. “I have been good at asking for feedback, but not that good at giving unsolicited 

feedback. That is something I need to work on.” Even though the new system was 

implemented in 2018, almost a year ago, there is still a way to go when it comes to 

implementing all the aspects of the system. This is something that subject 2 wanted to work 

on going forward.  

“I have to admit I have not used the feedback module yet, but I will start now. My 

goal is to give feedback to employees who have not asked for it as well. If I see 

something good I will share it and ask for feedback from others.”  

In subject 6’s opinion the new system helped a great deal with empowerment and 

collaboration. Subject 8 indicated that there was a big difference in how the new system was 

experienced. When a department had project managers supervising projects all over the 

world, it was not easy to follow up on continuous feedback. “When we have employees 

working on projects in different places, it is difficult to have monthly and continuous 

conversations”. 

 

One of the subjects in particular was more critical of the new system. Even though subject 3 

thought that the possibility of receiving feedback from all parts of the organization was 

fantastic, he thought that people should be encouraged more to give unsolicited feedback. 

“People are not fully aware of this and they are afraid of using it. Especially to give negative 
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or constructive feedback.” This was substantiated by subject 2, who also observed that it was 

easier to give positive feedback and not the more critical and evolving feedback. This can 

provide a unnuanced picture of the employee when it comes to determining reward. Subject 3 

feared that the recently introduced online feedback module might reduce the amount of 

feedback given face to face. “The online tool has some clear limitations, for example not 

being able to respond to feedback received.” All in all, it has been designed so that it is easy 

to give feedback and ask for it. Moreover, this 360-degree feedback gives the leader a wider 

perspective when determining performance and reward. This is something that subject 8 

agrees with, but he still feels that the best way to provide feedback is in words, not in writing.  

“Negative or constructive feedback is not easy to give in writing, so I don’t think it is 

that easy to get honest feedback through a system. In that way I don’t know if the 

system will help develop a feedback culture.” 

Subject 3 has had a good experience with the new system and use it frequently, but has some 

hesitations regarding the link between reward and performance. “Achievement and feedback 

give a better foundation for reward outcomes, but the new process and the removal of the 

direct link in reward makes it harder to actually achieve and understand this.” The online tool 

had some clear limitations in subject 1’s opinion. Subject 1 agreed with subject 3 with regard 

to the missing link between reward and performance: “The connection between goals, 

achievements and feedback is cumbersome, and the tool is not intuitive.” Subject 2 agreed 

with subject 1 and subject 3 that there was uncertainty regarding how reward should be given 

based on words and not numbers. It also seemed that the interviewees were uncomfortable 

with the fact that they could not mathematically calculate what their rating would be in terms 

of salary, or judge whether someone was a talent. As subject 6 said,  

“It is a lot more demanding now from employees and leaders. Some leaders are very 

good, and some leaders will do it because you say so, and then there are those leaders 

that have been hiding behind the numbers. We all have.”  

This opinion about the connection between reward and performance was also shared by 

subject 8, who did not think that the new system worked with the end-of-year evaluation and 

reward.  

“I think feedback should always be visible to leaders, not that employees can choose 

if they want it to be visible. That’s a source of errors, especially if the deadline expires 

and you are left without a basis to provide reward.”  
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This is also the part of the system at Secreta that still had shortcomings and that still needed a 

lot of work, according to subject 4. “The link between reward, pay and bonus is where we 

have the most work left to do.” This created a vacuum between the employees, as subject 5 

described it.  

“Then people realized that they didn’t know how reward was going to work and there 

was kind of a step backwards in happiness. Suddenly people were worried about how 

they were going to know how to get paid: ‘how is my leader going to understand how 

I am doing, how is my new leader going to understand what I am doing, how is my 

leader going to give me a pay rise? This is one of the steps that we need to work on 

going forward.”  

Others thought that the way reward and pay was determined was unique. Subject 2 said:  

“I think we are unique in this area. If one delivers on a high level, but does it in an 

unpleasant way, that has a direct consequence for the evaluation. The way we deliver 

is super important and counts as much as what we deliver.” 

Subject 1 did not share this opinion. Although she liked the fact that, in theory, how one 

delivered was as important as what was delivered, she said: “I feel that leaders in the 

company don’t hold “how” and “what” goals and achievements to count as equal. They 

should really be equal.” 

Leadership and the leader’s role came up in subject 1’s interview:  

“It also comes down to leadership. We need to make leaders accountable for this part 

of the personal responsibility they have as leaders. But we as a company also need to 

train our leaders in this. Imagine how productive the end results of those appraisals 

would be if leaders and employees cared and were prepared before the appraisals.”  

The leaders at Secreta have a busy schedule and need to take the time to use the system and 

to facilitate good discussions around it. Secreta leaders need to be positive role models, 

encourage employees to use it in their day-to-day work and talk about the system in a positive 

way. This could be challenging, especially if they have a big department to lead. The issue 

related to the leader’s role in the new system is something subject 6 had given a lot of thought 

to. He told us that the leaders had a lot more responsibility on their shoulders now.  
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“We’re not going to give them dates and we’re not going to give them a process. This 

is partly because we suddenly gave them empowerment; we went from high structure 

to high empowerment. It demands a lot more from people and that has not been well 

received. Instead of it being handed to them, they now have to reach out and figure it 

out.”  

However, there are ways to help them in this process.  

“We can strengthen skills, provide training on feedback skills and coaching skills. 

Some leaders need training in leadership development and inclusive leadership. There 

are some leaders who used to lead well in the older paradigm of leadership, but the 

way we describe leadership now, maybe they just don’t fit that profile anymore.” 

We asked our subjects what they would prefer in terms of help to achieve their goals: fixed 

deadlines or a continuous process. The results differed from one interviewee to the next. 

Subject 1 would prefer deadlines within the continuous process:  

“Deadlines would make people use the tool and follow the process. In that regard, 

maybe, they should be introduced again. Leaders especially have busy days and that 

together with busy employees makes them skip following the process when there are 

no deadlines.” 

 Subject 2 had another opinion and thought it would be better with a continuous process.  

“It is not always that the way you work fits into a calendar year, but it is demanding of 

you that you do not have the deadlines and really use the system. But that is part of 

learning how to use the system effectively.”  

On the other end of the scale, subject 3 preferred deadlines and was more critical in general 

of the new system, “I like deadline. I think they ensure that employees involve themselves in 

this. I do not think deadlines will make employees lose their sense of empowerment because 

of deadlines.” His critique also extended to the fact that the company was pushing a lean 

agenda, and he could not see the end result of this.  

“Spending so much time on this without anything to show for it seems like a huge 

waste and one cannot use the feedback and achievements in the new system as part of 

one’s own internal CV. How Secreta has set up the system is a big drawback for the 

system.”  
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In a large organization such as Secreta, it is not surprising that there are different opinions as 

to what employees find motivating and what triggers development and growth.  

Research question III 
The results connected to our third research question – “In the period after the introduction of 

performance development without numerical ratings, has there been an increase in motivation 

and well-being at Secreta?” – originates from three different sources. We used secondary data 

from the two surveys we had at our disposal. Data from the 2017 and 2018 SES surveys, in 

addition to the 2018 and 2019 Ratio-in-Secreta Quality surveys were analyzed. We also relied 

on the in-depth interviews we conducted with Secreta employees. The findings presented 

above from the 2017 SES were compared to how those items were rated in the 2018 survey. 

There were 15 items in the 2017 survey that we could directly compare to the survey from 

2018. The 2018 SES also introduced questions directly linked to motivation and well-being, 

in a new category named “Satisfaction and Motivation.” In addition to that specific category, 

Secreta introduced several new items that we could directly or indirectly link with motivation 

and well-being. It is worth noticing that some categories and/or questions were removed and 

replaced with new ones in the 2018 SES. For example, the 2017 category “Performance & 

Reward” was removed entirely. There was no pattern in the scoring of the removed questions, 

with scores varying. This was likely related to what message Secreta wanted to present and 

what topics they wanted to investigate and report on. An overview of the relevant questions 

for our thesis that were not included in the 2018 SES are listed below:  

Table 7: Relevant 2017 SES questions not included in the 2018 survey. 

Performance & Reward 

In my unit performance forms the basis for recognition and reward 

In my unit behavior and deliveries are equally important in measuring performance 

Immediate leadership 

I have confidence in my immediate leader 

Health 

During the last year I have suffered health problems that might derive from my work 

Goals 

In my unit we set challenging goals 

My unit's goals clearly create value for Secreta 

Competence and people development 

I am able to utilize my expertise and abilities in my present position 

I have the necessary skills to handle my work tasks and responsibilities 

I actively explore new opportunities for developing my own skills and building competence 

Values and teamwork 

In my unit we work together as a team 

In my unit we communicate in an open and precise way 

In my unit we appreciate diversity 

In my unit we are open in our daily work 

In my unit we are caring in our daily work 
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In my unit we are collaborative in our daily work 

In my unit we are courageous in our daily work 

 

The questions relevant to the third research question are sorted by categories and listed 

below. The table includes the 2018 score and if the items were reported on in 2017, that score 

is available as well for comparison.  

Table 8: SES questions related to the third research question. 

Questions: 2018 Score: 2017 

Score: 

Secreta's ambitions and strategic direction 73  

I have a good understanding of Secreta's strategic direction 71 69 

Continuous improvement 71  

In my unit we assess ideas in accordance with Secreta’s key priorities 74  

Reputation/Brand 79  

Secreta has a good reputation 77  

I am proud to tell other people where I work 78  

Other people perceive Secreta as a good place to work 80  

Immediate leadership 74  

Motivates my unit to exceed expectations 73  

Creates a working culture in my unit characterized by trust and openness 76  

Provides me with the constructive feedback I need to do my job well 73  

Has clearly explained how I am expected to contribute to achieving the goals of 

my unit 

73  

Provides support to master challenges 78 73 

Is available if I want to discuss aspects of my work situation 83 80 

Teamwork and collaboration   

In my unit we respect and trust each other 81 81 

My unit collaborates well with people outside of our unit 80  

I get support from my colleagues when needed 84 83 

Workplace 69  

The physical working environment at my place of work 73  

I feel good about the workload in my job 69 69 

Secreta has clear work processes and tools enabling me to carry out my job 

effectively 

64  

I am sufficiently involved in decisions related to my work situation 69 67 

I feel comfortable being myself at work 82  
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At Secreta, employees are valued for the differences they bring to the 

workplace 

72  

Job content 76  

My job is highly interesting to me 78  

My job gives me sufficient challenges 77  

My job makes the best use of my skills and competence 73  

I am empowered to make the necessary decisions when carrying out my job 75  

I am clear about the goals and objectives for my job 82 79 

Normally I can complete my work tasks within normal working hours 67 66 

I can influence my workload 65 65 

I am satisfied with the balance between work and private life/family life 74  

Competence and people development 71  

It is clear to me what I need to develop in my job 71  

I actively seek out opportunities that help me develop my competence and 

skills in my job 

76  

I often receive constructive feedback from my colleagues 67  

In my unit behavior and deliveries are equally important in measuring 

performance 

70 68 

In my workplace we make the best use of all people available and their 

competencies 

68  

In my workplace career moves across the organisation are encouraged 60 61 

I am satisfied with my development opportunities in Secreta 66 66 

Inclusiveness indicator 76  

At Secreta, employees are valued for the differences they bring to the 

workplace 

72  

I feel comfortable being myself at work 82  

Provides me with the constructive feedback I need to do my job well 73  

Creates a working culture in my unit characterized by trust and openness 76  

In my unit we respect and trust each other 81 81 

I often receive constructive feedback from my colleagues 67  

Satisfaction & Motivation 71  

Overall, how satisfied are you as an employee at your place of work? 71  

Imagine the perfect place to be an employee. How close to this ideal is your 

place of work? 

74  

I feel motivated in my job 73  
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I always look forward to going to work 70  

Engagement KPI 77 75 

All in all, how satisfied are you in your job? 76 74 

 

The average score for these 46 questions (overall category scores not included) was 74, 

which was, coincidentally, the same as the average score for the questions we used from the 

2017 SES.  

As with the results for research question 1, we have divided the questions into three 

categories: Category 1, Category 2 and Category 3. Scores of 69 and below are in Category 1, 

those of 70-79 are in Category 2 and those above 80 are in Category 3. 

Table 9: 2018 SES questions, sorted into three new categories based on their scores. 

Category 1: 0-69 Category 2: 70-79 Category 3: 80-100 

I feel good about the workload in 

my job 

I have a good understanding of 

Secreta's strategic direction 

In my unit we respect and trust 

each other 

I am sufficiently involved in 

decisions related to my work 

situation 

Provides support to master 

challenges 

Is available if I want to discuss 

aspects of my work situation 

Normally I am able to complete 

my work tasks within normal 

working hours 

In my unit behavior and deliveries 

are equally important in 

measuring performance 

I get support from my colleagues 

when needed 

I can influence my workload All in all, how satisfied are you in 

your job? 

I am clear about the goals and 

objectives for my job 

In my workplace career moves 

across the organisation are 

encouraged 

In my unit we assess ideas in 

accordance with Secreta’s key 

priorities 

In my unit we respect and trust 

each other 

I am satisfied with my 

development opportunities in 

Secreta 

Secreta has a good reputation Other people perceive Secreta as a 

good place to work 

Secreta has clear work processes 

and tools enabling me to carry out 

my job effectively 

I am proud to tell other people 

where I work 

My unit collaborates well with 

people outside of our unit 

I often receive constructive 

feedback from my colleagues 

Motivates my unit to exceed 

expectations 

I feel comfortable being myself at 
work 

I feel comfortable being myself at 

work 

In my workplace we make the best 

use of all people available and 

their competencies 

Creates a working culture in my 

unit characterized by trust and 

openness 

I feel comfortable being myself at 

work 

I often receive constructive 

feedback from my colleagues 

Provides me with the constructive 

feedback I need to do my job well 

In my unit we respect and trust 

each other 

Imagine the perfect place to be an 

employee. How close to this ideal 

is your place of work? 

At Secreta, employees are valued 

for the differences they bring to 

the workplace 
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 Has clearly explained how I am 

expected to contribute to 

achieving the goals of my unit 

 

 The physical working 

environment at my place of work 

 

 My job is highly interesting to me  

 My job gives me sufficient 

challenges 

 

 My job makes the best use of my 

skills and competence 

 

 I am empowered to make the 

necessary decisions when carrying 

out my job 

 

 I am satisfied with the balance 

between work and private 

life/family life 

 

 It is clear to me what I need to 

develop in my job 

 

 I actively seek out opportunities 

that help me develop my 

competence and skills in my job 

 

 At Secreta, employees are valued 

for the differences they bring to 

the workplace 

 

 Provides me with the constructive 

feedback I need to do my job well 

 

 Creates a working culture in my 

unit characterized by trust and 

openness 

 

 Overall, how satisfied are you as 

an employee at your place of 

work? 

 

 I feel motivated in my job  

 I always look forward to going to 

work 

 

 

 

As mentioned previously, there were 15 questions we could compare from the 2017 SES and 

the 2018 results. The questions and the deviations from 2017 to 2018 are presented below.  

Table 10: Comparable questions from the 2017 and 2018 SES. 

Questions 2018 2017 Deviation 

Secreta's ambitions and strategic direction    

I have a good understanding of Secreta's strategic direction 71 69 2 

Immediate leadership    

Provides support to master challenges 78 73 5 

Is available if I want to discuss aspects of my work situation 83 80 3 

Teamwork and collaboration    

In my unit we respect and trust each other 81 81 0 

I get support from my colleagues when needed 84 83 1 

Workplace    

I feel good about the workload in my job 69 69 0 

I am sufficiently involved in decisions related to my work situation 69 67 2 

Job content    
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I am clear about the goals and objectives for my job 82 79 3 

Normally I am able to complete my work tasks within normal working hours 67 66 1 

I can influence my workload 65 65 0 

Competence and people development    

In my unit behavior and deliveries are equally important in measuring 

performance 

70 68 2 

In my workplace career moves across the organisation are encouraged 60 61 -1 

I am satisfied with my development opportunities in Secreta 66 66 0 

Engagement KPI    

All in all, how satisfied are you in your job? 76 74 2 

Inclusiveness indicator    

In my unit we respect and trust each other 81 81 0 

 

When comparing results from the 2017 and 2018 SES in table 11, we can see that only one 

score moved in a negative direction, although the deviation was not significant, at only -1. 

The item “In my workplace career moves across the organization are encouraged” was 

highlighted as a specific improvement area in the 2017 results and it was interesting to see 

that it moved in a negative direction in 2018. There was no movement in any direction for 

five items and the remaining nine showed positive movement. As we are to look for enhanced 

motivation and well-being, we must have a closer look at those nine items and their specific 

categories, as shown in table 12.  

Table 11: Nine items with positive change from 2017 to 2018. 

Questions 2018 2017 Deviation 

Secreta's ambitions and strategic direction    

I have a good understanding of Secreta's strategic direction 71 69 2 

Immediate leadership    

Provides support to master challenges 78 73 5 

Is available if I want to discuss aspects of my work situation 83 80 3 

Teamwork and collaboration    

I get support from my colleagues when needed 84 83 1 

Workplace    

I am sufficiently involved in decisions related to my work situation 69 67 2 

Job content    

I am clear about the goals and objectives for my job 82 79 3 

Normally I am able to complete my work tasks within normal working hours 67 66 1 

Competence and people development    

In my unit behavior and deliveries are equally important in measuring 

performance 

70 68 2 

Engagement    

All in all, how satisfied are you in your job? 76 74 2 

 

The table show us that there is an overall increase in the questions related to motivation and 

well-being. 
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In the SES that was conducted in 2018, some new items were introduced in relation to the 

new performance development system.  

Table 12: New items in the 2018 SES 

Questions: 2018 Score: 
Continuous improvement 71 
In my unit we assess ideas in accordance with Secreta’s key priorities 74 
Reputation/Brand 79 
Secreta has a good reputation 77 
I am proud to tell other people where I work 78 
Other people perceive Secreta as a good place to work 80 
Immediate leadership 74 
Motivates my unit to exceed expectations 73 
Creates a working culture in my unit characterized by trust and openness 76 
Provides me with the constructive feedback I need to do my job well 73 
Has clearly explained how I am expected to contribute to achieving the goals of my unit 73 
Teamwork and collaboration   
My unit collaborates well with people outside of our unit 80 
Workplace 69 
The physical working environment at my place of work 73 
Secreta has clear work processes and tools enabling me to carry out my job effectively 64 
I feel comfortable being myself at work 82 
At Secreta, employees are valued for the differences they bring to the workplace 72 
Job content 76 
My job is highly interesting to me 78 
My job gives me sufficient challenges 77 
My job makes the best use of my skills and competence 73 
I am empowered to make the necessary decisions when carrying out my job 75 
I am satisfied with the balance between work and private life/family life 74 
Competence and people development 71 
It is clear to me what I need to develop in my job 71 
I actively seek out opportunities that help me develop my competence and skills in my job 76 
I often receive constructive feedback from my colleagues 67 
In my workplace we make the best use of all people available and their competencies 68 
Inclusiveness indicator 76 
At Secreta, employees are valued for the differences they bring to the workplace 72 
I feel comfortable being myself at work 82 
Provides me with the constructive feedback I need to do my job well 73 
Creates a working culture in my unit characterized by trust and openness 76 
I often receive constructive feedback from my colleagues 67 
Satisfaction & Motivation 71 
Overall, how satisfied are you as an employee at your place of work? 71 
Imagine the perfect place to be an employee. How close to this ideal is your place of work? 74 
I feel motivated in my job 73 
I always look forward to going to work 70 

 

We will not be able to tell if there has been an increase in motivation at this point, and it will 

be interesting to see if the results increase or decrease when the SES survey is conducted in 

2019. 
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The results from the 2018 and 2019 Ration-in-Secreta surveys were also relevant to 

answering the third research question. Those results are listed below, in table 13. As the new 

process had been given some time and the employees and leaders had lived with it for over a 

year, all of the scores had increased.   

Table 13: Ratio-in-Secreta questions in 2018 and 2019. 

Question 2019 2018 Deviation 

The feedback I receive helps me with my development 4,75 4,44 0,31 
The feedback I receive helps me improve my performance 4,84 4,54 0,3 
My leader and I have open and constructive performance conversations 5,09 4,86 0,23 
My goals are inspiring and contribute to realize Secreta’s ambitions 4,92 4,72 0,2 
My development plan includes concrete actions to deliver on my goals 4,69 4,47 0,22 

 

This could be an indication related to which way the results from the 2019 SES survey will 

go. 

 

We did not have any direct questions related to increased motivation in our in-depth 

interviews because we wanted the interviewees to speak freely and mention what they had 

got out of the system on their own. Additionally, we thought that if the new system had 

increased their motivation and well-being, this was something that they would mention or 

that would come up indirectly in the course of the interview. Even though none of the 

subjects specifically said that their motivation had increased, subject 1 commented that “there 

is also an element of motivation I expect to gain from this system, related to performance and 

achieving goals.” Thus, subject 1 implied that this was not completely there yet: “But the tool 

needs to be more intuitive for me to get the most out of this.” Subject 2 also said that 

motivation was expected to be a result from the system. When asked about this, the reply 

was:  

“Motivation and development. And that what I do has a purpose, not just for me. I am 

here for a reason. What I do should have value for the company I work for. For me 

personally, it is development and a concrete plan for me to create motivation and 

development in my own work day.”  

This answer and subject 3’s comments indicate that the interviewees expected to be 

motivated as a result of the new system, but that they were not there yet. “I expect to get good 

feedback and achievements that I can use to further my career and secure a great result when 

the yearly pay raise is settled.” Both subject 4 and subject 5 pointed out that motivation and 
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well-being were being measured through the SES, which is also where the main results for 

the answer to this research question came from. 
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Discussions 

In this chapter the findings will be discussed in light of the theory presented earlier in this 

thesis, with a view to answering the primary research question: Are there any changes in 

motivation, among Secreta’s employees following the shift from performance management 

with numerical ratings to performance development without numerical ratings? 

 

We have presented data from five different sources; the 2017 and 2018 SES, the 2018 and 

2019 RIS and our interviews with Secreta employees. We found that Secreta’s average score 

on topics related to motivation and well-being were 74 in 2017 and in the 2018 report. The 

new 2018 SES questions related directly to motivation and well-being scored 71, placing 

them in the lower level of the medium category. However, there were no answers with a poor 

category score, giving an indication of an already strong culture in place. These results were 

for the most part backed up by our interviews, although there were some divergent results 

related to their opinions towards numerical rating. The subjects could not agree upon 

numerical ratings being motivational or demotivational with arguments for both sides. The 

Ratio-in-Secreta surveys show a strong result in both years with an increase in all questions 

from 2018 to 2019.  

Research question I 
We know that Secreta has in place an internal job-market. However, what we see from the 

results is that many employees are not encouraged to use it or to move across the 

organization. There could be several reasons for this. A line manager who has his own 

organization’s goals to attain could be resistant to encouraging important individuals to 

move. The result might be a possible clash between short-term wins for an organizational unit 

and long-term gains for Secreta, and the individual in question. Engagement by employees is 

important for organizations that want to achieve a high-performance culture (Mikkelsen 

2016.) Wanting to move and try something new, and at the same time learn and develop in a 

new position with possible stretch tasks is the sign of an engaged employee. Removing that 

possibility could then mean that the engagement disappears, making it that much harder for 

the organization to achieve the high-performance it desires.  

 

A low score on “I have a good understanding of the company's strategic direction” item 

might indicate that both the employees’ sense of purpose and the operationalization of 

individual performance goals is compromised. Both scenarios could if true, lead to 
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demotivated employees. 

 

The item, “I am satisfied with my development opportunities Secreta,” could be related to the 

HRM best practice Security of employees and internal job-market practice when we relate it 

to using the internal job-market as a tool for development. However, it is more related 

to Training, development and possibility to have a career. “Knowledge is power,” as the 

saying goes, and together with competence it can be a decisive competitive advantage for a 

company. Leonard-Barton (1992) described four dimensions of core-competence where the 

first dimension was the employee’s competence and capabilities. What “we” learnt in school 

X number of years ago is rapidly becoming outdated, if not obsolete. Employees need to 

learn new knowledge throughout their careers, developing alongside developments in 

technology and knowledge. “Life-long learning” is a term that is often used, and it illustrates 

rather well what is expected of individuals, but also what companies need to accommodate.  

 

A payroll system should motivate employees and result in extra effort. When employees are 

expected to be engaged and committed to their performance, they will expect it to have a 

result. If they cannot trust that the company’s standard is met by their line manager when 

evaluating performance and deciding on pay rises, there might be a breach in trust between 

the leader and employee. That trust is essential for a performance system to function 

properly. While the SDT challenges the notion that monetary rewards will enhance employee 

motivation, Deci and Ryan (1985) argue that internal motivation will be undermined by 

monetary rewards. Although Secreta has a performance-based compensation system there are 

no consensus between scholars, regarding which payroll system provides the most motivated 

employees (Pfeffer & Sutton 2006) and it is possible to find studies leaning either way.  

 

An unsatisfactory workload can be either a heavy or light workload. The SES does not 

specify which type of scale the workload is, only that it is unsatisfactory, which is also 

relatable to employees’ well-being. We will discuss some possible effects either way. A 

heavy workload might lead to overtime and less time at home, and the balance between work 

and life will be tested. This is further strengthened by the poor result for the item “Normally I 

am able to complete my work tasks within normal working hours.” Results such as this mean 

that employees feel overwhelmed by their workload, which might lead to stress and health 

issues, which in turn has a direct effect on employees’ well-being. On the other side of the 

workload scale, a light workload could also be problematic. An employee who does not have 
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a sense of involvement and participation might start to lose track of his or her purpose, from 

which demotivation and other negative emotions might develop. A poor result for “I can 

influence my workload” goes together with the poor result for “My workload is satisfactory.” 

It is one thing to experience an unsatisfactory workload, but not being able to influence it in 

either direction must be frustrating and could result in reduced well-being for employees. A 

lack of autonomy can also be a consequence of the poor results related to workload and 

influence. Not having the autonomy to decide, influence, and be “involved in decisions 

related to own work situation” could be demotivating and might be signs of poor micro-

management.  

 

The score for “I am able to utilize my expertise and abilities in my present position” was high 

enough to demonstrate that a substantial number of employees felt they could utilize their 

knowledge and competence in their current jobs. However, the result still leaves a quarter of 

Secreta employees who do not feel that way. This could have a connection with the high 

number of Secreta employees who were not satisfied with their development opportunities. In 

other words, they did not have the necessary skills and competence to utilize in their current 

positions, and had no means to remedy that by learning and developing. Utilizing one’s 

expertise and abilities can be seen in relation to one of Armstrong’s (2012, p. 53-54) 

hallmarks of a high-performance culture: “Peoples capacity is developed through learning 

that supports performance enhancement on all levels and individuals are allowed 

opportunities to fully use their capabilities and skills.” Even if this is only one out of 13 

hallmarks, it gives an indication of a possible high-performance culture at Secreta.  The 

second item related to competence and people development indicates that the majority of 

Secreta employees want to learn more and develop. Three quarters of Secreta’s employees 

are actively exploring new opportunities for doing so. 

 

As previously mentioned, trust between leaders and employees is essential for a functional 

performance system (Mikkelsen 2016). The question of whether they had confidence in their 

nearest leader scored a 78 out of a 100. This indicates that there is a high degree of 

confidence throughout the organization. While having confidence in someone is not 

necessarily the same as trusting them, confidence in a person is often built on trust. 

Confidence in nearest leader was high, however, other topics related to nearest leader scored 

in the low medium category. These scores were not necessarily poor, but, considering that the 

organization’s employees clearly want to learn and have the competence to perform tasks in 
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their current jobs, we would have liked to see a higher scoring on these items because it is the 

leader’s responsibility, to facilitate and encourage learning.    

 

All the items in the Values and teamwork category were rated “high” by the SES standard 

and thus represent an excellent scoring category for Secreta as a whole. The items in Values 

and teamwork could have an impact on both motivation and well-being. Collaboration and 

teamwork are also related to the best practice HRM via the practices; “Self-managed and 

effective teams” and “Autonomy, involvement and participation.” The other items could have 

a more indirect connection to best practice. For example, Secreta’s values are known to be a 

motivational factor for people applying for work at the company (Subject 5). This means that 

they are also indirectly a part of Secreta’s selective hiring process and thus create a vertical 

integration of Secreta’s values and the hiring process.     

 

“In my unit we set challenging goals” and “I am clear about the goals and objectives for my 

job” are two items that have an indirect relationship to motivation. In addition to effect on 

motivation, self-confidence and productivity, goals can also be a source of focus for 

employees. They can trigger behavior, sustain momentum, promote self-mastery, and guide 

and align focus (Forbes.com 11.05.2019). Challenging goals are, for example, one way of 

developing employees, which previous results indicate are important for Secreta employees. 

Clear goals and in one’s job could be linked to purpose and motivation. 

 

“All in all, how satisfied are you in your job?” Secreta’s employees rated this question at 74, 

which may indicate that there are employees who are highly satisfied and others who are not 

that satisfied. Although motivation can refer to why someone performs a job, we refer to 

satisfaction as something that relates directly to the pleasure of having or doing one’s job. 

Thus, this item perhaps tells us more about the well-being at Secreta rather than how 

motivated their employees were, even though low well-being could and most likely would 

have a negative impact on motivation. 

 

The item “During the last year I have suffered health problems that might derive from work” 

had a different scoring method than the other items in the survey. The scoring was reversed, 

meaning that the score of 74 meant that Secreta employees had not suffered health problems 

derived from work to a large extent. This is directly related to the well-being of the 

employees. We would argue that a score of “only” 74 on this important question is a clear 
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warning sign for Secreta, because it indicates that several employees are suffering problems 

related to their work. It is not only serious incidents and injuries that were referred to in this 

item. The work environment also influences people’s health. It is not always easy to maintain 

an appropriate work-life balance. Highly motivated and engaged employees, for example, can 

be candidates for stress related health-issues like experience neck and back pain. This tells us 

that scoring high on some items in the SES, such as “In my unit we always deliver on 

promises” and “In my unit we are cost effective” and scoring low on ones such as “My 

workload is satisfactory,” “Normally I am able to complete my work tasks within normal 

working hours” and “I can influence my workload” can all contribute to why the score was 

not better when asked about health issues derived from work.  

 

Leaders giving of their time and interacting with their employees is a good foundation for 

ongoing appraisals or check-ins. Secreta expects appraisals to play an important role in their 

performance development and thus the availability of a leader enables employees to be 

involved in decisions related to their own work. Both practices can have a positive impact on 

motivation and well-being. Employees’ sense of purpose can be enhanced by feeling that 

their units’ goals create value for Secreta. A good score here can also indicate that the 

employees are successful at operationalizing Secreta’s goals, down to a unit or individual 

level. Failing to do so can result in demotivated employees; conversely, being successful at it 

should motivate them.  

 

“I have the necessary skills to handle my work tasks and responsibilities” with a score of 81 

indicates that many Secreta employees felt that they had the skills needed to handle their 

work tasks and responsibilities. Generally speaking, it is positive to have so many skilled 

employees and it can also be a credit to Secreta’s selection and hiring process. Although 

mastering one’s tasks could enhance well-being, a high number here can also be a warning. 

We know the importance of developing, training and furthering careers, and the impact those 

factors can have on motivation. We have previously seen some numbers related to this that 

were not that high for Secreta. This could also be a sign that the employees do not have 

sufficient stretch tasks and goals to help them to develop. It would have to be a leader’s 

responsibility to figure out which of their employees do not feel they have the correct skills. 

Ongoing appraisals would be an appropriate way to start that “investigation”. In addition to 

that, it is also important to figure out why the ones who did not feel they had the skills to 

handle their responsibilities felt that way. What training and competence enhancements 
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should be implemented on an individual or organizational level.    

 

Treating coworkers with respect is a sign of a healthy work environment and can thus be a 

contributor to fewer work-related health issues. It also builds trust and confidence and 

enhances people’s well-being. Support from colleagues when needed relates directly to the 

work-life balance of HRM practice. Knowing that you have support when it is required, 

perhaps especially when combined with respect, could lead to employees being more willing 

to ask for help when it is required. Doing so will decrease the amount of time employees need 

to work overtime and it could reduce stress. One of Secreta’s values is collaboration, which 

includes support from colleagues.     

 

The interview-subjects found the previous performance system both motivating and 

demotivating; in other words, the subjects were divided. This division perhaps speak to the 

findings in the SES, where an average score of 74 tells us that there will inevitable be some 

difference opinions in the organization. Some of the subjects thought that numerical ratings 

were fantastic, that they preferred the mathematical approach to it, arguing that it was easy to 

relate to. It gave them a sense of purpose and understanding. Several of them however, 

thought that it was demotivating to receive a rating. Especially if there was no explanation for 

the rating received. This is consistent with motivational theory. In terms of the theory, one of 

the key elements of leadership is knowledge about what motivates employees (Laudal 2016) 

and knowing what motivates employees is necessary to make them more efficient. The 

difference of opinions regarding how motivational the previous performance system was 

could relate to the fact that motivation is individual, and what triggers motivation is based on 

variations in personality. Some were satisfied with receiving a numerical rating, while others 

were motivated by feedback, and emphasized how one delivered and how one could improve. 

This could explain why some preferred the ratings and the ensuing reward, while others 

preferred the feedback and development leading up to the reward. The performance 

development system should be able to reach both types; if it does not, there will always some 

members of the organization who are likely to be less motivated. 

Summary discussion research questions I: 

The average score in the 2017 survey was 74 for items related to motivation and well-being. 

That number was the highest possible score in the medium category of the report. Thus, after 

analyzing the 2017 data one is left with a sense of “almost good.” There is a strong 
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foundation for a high-performance culture, but the organization has unused potential. 

Employee development by utilizing the internal job market, together with learning, should 

help the organization. It is important that short-term wins for organizational units and their 

leaders are not at the expense of the employee’s development. For the most part, the 

employees were motivated, and the well-being was high before the shift in performance 

systems, although there was room for improvement.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   
 

91 
 

Research question II 
As Kuvaas and Dysvik (2016) state, the way an organization gets the best out of its 

employees is to use effective feedback in which the focus is on the employees’ strengths, not 

their weaknesses. The leader has a crucial role in this when it comes to providing continuous 

feedback that facilitates development over time (Einarsen & Skogstad 2015). If the leaders at 

Secreta do not understand their role in making the system work, it will be difficult to obtain 

the desired effect from the system. 

 

The first question in the Ratio-in-Secreta survey related to research question 2: “The 

feedback I receive helps me with my development.” The score for this item increased from 

4,44 in 2018 to 4,75 in 2019. This indicates that the feedback they received was constructive 

and helped them, so that there was development into their next task or project. In 2018 the 

system was new, and the fact that there was an increase in the score indicates that as the first 

year went by, more employees learned how to use the system in the manner it was intended to 

be used. This was substantiated in our in-depth interviews, in which several of our subjects 

(Subject 1, subject 3) said that they liked the way feedback worked in the new system, and 

that it was more connected to the task or project, rather than receiving feedback six months 

later when the annual appraisal was due.  

 

The subjects also liked the fact that the feedback came from 360 degrees, meaning that it was 

not only their direct leaders who provided feedback, but also other employees in the 

organization. This will give the leaders a broader perspective and reduce the risk of premising 

their decisions on only one subjective opinion. When they can share received feedback with 

their leaders, it creates transparency and reward outcomes are not based solely on one 

leader’s opinion, but on multiple sources. It is important to keep in mind that not all 

employees are equipped to provide feedback, which was one objection to 360-degree 

feedback. It can be uncomfortable to receive feedback from coworkers, especially if it is 

negative or constructive criticism, a point that was raised in the interviews; thus, both leaders 

and co-workers will have to be aware of this. Emotional intelligence is important for leaders, 

but also for employees throughout the organization when it comes to providing feedback. The 

increase in the score for this item indicates that this has been mastered in a positive way. 

When feedback leads to development, there is reason to believe that the feedback that is 

given is constructive and that the leader or colleagues providing this are able to deliver it in a 

helpful manner. There is especially one group within the organization that does not share this 
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opinion, namely those who work on projects. There is reason to believe that the system is 

easier to use for those who are situated in the same place with regular contact, and that it 

could need an adjustment for project managers. As subject 8 pointed out, the follow-up and 

continuous feedback does not work so well across countries or locations. Providing 

continuous feedback to an employee who is working in a different city or country will be 

based solely on feedback that is entered into the system by colleagues. Such employees might 

not feel that the feedback they receive helps them to develop. 

 

As for the next item – “The feedback I receive helps me improve my performance” –   the 

purpose of feedback is to facilitate development and improvement to increase performance, 

and having the power to do this is one of the key performance management processes 

(Armstrong 2009). Looking at the results here we can see that there was a 0,3 increase in the 

score, from 4,54 to 4,84, and that 53% of the respondents agreed that the feedback they 

received helped them to improve their performance. The new system also provides better 

feedback for each employee. It forces everyone to reflect more about what good performance 

is and what you need to work on.” Even though some of the respondents preferred numerical 

ratings, they still had a good experience with the system in terms of how they received and 

provided feedback (Subject 3). When feedback is connected to the task, knowledge or skills 

and is provided continuously, there can be development into the next task. To be able to 

facilitate increased performance, the leaders must know their employees' strengths and 

weaknesses. Looking at the results, in which 74% of the respondents agreed or strongly 

agreed, it seems that the feedback employees receive helps them to take this feedback and use 

it to increase performance. This means that the way the new system is being used is helping. 

When the new system makes it possible to receive feedback continuously throughout the 

year, the positive effect is that it is possible to adjust performance along the way, instead of 

having to wait until the end of the year when it is time for the appraisal and then receive 

feedback and adjust accordingly. It speeds up the process. 

The highest score in the 2019 Ratio-in-Secreta survey was for the item “My leader and I have 

open and constructive performance conversations.” This was also the item with the highest 

score in 2018. There was an increase from 4,86 to 5,09, whereby 50% agreed with this and a 

total of 35% strongly agreed. The results were relatively high in 2018 as well, a short time 

after the new performance development system was implemented. Because this question was 

new in 2018, it is not possible to discern whether this was true even before the new system 
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was implemented, but the increase from 2018 to 2019 indicates that it had a positive effect. 

One could argue that the system with continuous feedback and goals led to more constructive 

conversations, or at least that there was a closer follow-up that the employees found positive. 

From the theory we know what a crucial role the leaders play in performance development 

(Glasø 2015). One of the objections to performance development is that there is not enough 

time, because there are often too many employees per leader. The results we have here 

suggest that the leaders at Secreta have found a way to make this work, despite the time 

constraints. Perhaps this is because they understand that feedback is positive and 

constructive, and that when it is seen as valuable the employees will pursue it more actively, 

which will lead to performance development (Tuckey et al. 2002). The issue of time-

constraints was also mentioned during our in-depth interviews (Subject 6), in which it was 

acknowledged that the leaders at Secreta had busy schedules, and that they needed to take the 

time to use the system and to facilitate discussions. However, despite their busy schedules, 

they have an enormous role to play to make this system work, so they have to make the time. 

 

The importance of training was also discussed, and, according to the literature, learning 

ability is an important managerial competency (Yukl 2013). Secreta has programs for training 

and has made it possible to acquire knowledge through these programs. This means that the 

threshold for learning something new is low, and the organization takes leader competency 

seriously. Secreta knows that if the leaders do not possess the skills necessary to use all the 

aspects of this program, they will not get the desired effect from the performance 

development system. The results indicate that many leaders already do this and understand 

their role in this.  

 

“My goals are inspiring and contribute to realizing Secreta’s ambitions” is yet another item 

from the Ratio-in-Secreta survey for which the score has increased since 2018. It had a score 

of 4,72 in 2018, and 4,92 in 2019. As the theory indicates, goals are essential and, in 

combination with feedback, are a necessary part of an evaluation process. Goal setting is an 

essential step in Secreta’s performance development system. Goals and feedback are 

mutually dependent, and work better together than they do alone (Erez 1977). Moreover, 

performance and development goals need to be effective (Kuvaas & Dysvik 2016), and in 

Secreta performance goals are created throughout the year and should consist of both “how 

you deliver” and “what you deliver.” The results for this item and this survey indicate that the 

employees at Secreta found their goals inspiring, and the high score on this item is connected 
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to the high score on the previous items about feedback, because performance goals are the 

foundation for continuous feedback. This is a good example of the fact that when feedback is 

provided, and there is an open and constructive conversation with the leader, this positively 

affects goals and goal achievement. After the implementation of the new performance 

development system, the process of goal setting became more of a continuous process, and 

that is positive (Subject 2). The overall results, and especially the increase in the results in 

this survey, tell us that that they find their goals inspiring. When you set goals throughout the 

year, instead of once a year, it creates a more dynamic work environment. When it is possible 

to adjust and rethink when it is necessary, and it is more motivational for the employees than 

having a set goal with no possibility of change and developing as the year and the task 

progress.  

 

The results relating to the last item of the Ratio-in-Secreta survey, “My development plan 

includes concrete actions to deliver on my goals,” indicate that most of the employees have 

this in place as part of the performance development system. Every employee should have a 

development plan with short- and long-term development goals. There was an increase from 

4,47 to 4,69. In our in-depth interviews we asked this question as well, and all our subjects 

said that they had a short- and/or long-term development goal in place. This is another aspect 

of the new performance development system that seems to be in use and working. The 

increase in the results from 2018 to 2019 at least tell us that it is moving in the right direction, 

and that the part of the performance development system that is related to the importance of 

having a plan for development that includes goals and evaluation (Latham 1990) is in place 

for the better part of the organization. This score should increase further in the future as the 

system becomes a natural part of the working day, although this might not be true for the 

employees working across countries who do not have continuous follow-ups with their 

leaders. As subject 8 told us, they find it necessary to set common goals as a team to adapt 

the system to their world instead of personal goals for all the employees. Considering that 

there is a big part of the organization that works on projects, this should be evaluated and 

customized for that purpose if Secreta wants that all the departments use the system in the 

same way. There could be a discussion about whether there should be a moderated version 

for projects or for offshore workers who have differing work schedules. 

 

The link between performance and reward outcome was discussed in our interviews. The 

reward outcome in the new performance development system was difficult for our subjects to 
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understand and to know how to achieve. In one way it is easier to understand the foundation 

when a leader says what has been good and what needs to improve instead of giving a rating, 

but in another sense how do you translate that feedback into actual reward and pay? This was 

easier for our subjects to understand when there was a mathematical approach to it, rather 

than a subjective one. All the subjects in our interviews were insecure about the process, and 

one of the leaders also said that last year, the first year in which salary was based on 

feedback, was the first time he felt insecure about the process. Thus, when it comes to 

connecting the steps in the performance development system to reward outcome, it seems to 

be necessary to make this step of the process clearer. The employees need to know how 

positive feedback on performance, goal-achievement and development translates into reward 

and pay. 

Summary discussion research questions II: 

The overall results from the Ratio-in-Secreta survey had an average score of 4,6 (out of 6) in 

2018 and already then showed an indication that the employees had started using feedback to 

improve their performance and using it as input to develop themselves at Secreta. The results 

also indicated that there was a constructive performance conversation between employees 

and their leader, and that they found their goals inspiring. Even though there was no 

comparison to 2017, due to the items being changed from that year to be more in line with the 

new performance development system, they could still say that there was a positive effect. 

The first time it was possible to compare results was in 2019. From 2018 to 2019 there was a 

clear increase in the scores on all aspects. The average rating increased by 6% compared to 

2018, with an average score of 4,86 (out of 6). 

 

With this the answer to our second research question is that the experience with the new 

performance development system is good, and that it is moving in a direction in which 

continuous 360-degree feedback is a part of the employees’ daily work life, along with 

constructive conversations about performance with their leaders and goal setting. The 

employees still struggle with the reward outcome related to this performance development 

system and how this will work. Also, there are some issues related to employees who are 

working on projects. Thus, there are still some aspects that need to be adjusted or clarified 

going forward. 
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Research questions III 
As a contrast to research question 1, which related to the situation before the change, we will 

now determine whether there is evidence of an increase in motivation and well-being since 

performance development without numerical ratings was introduced in January 2018. The 

NeuroLeadership Institute (NLI) performed a survey in 2015 related to results after removal 

of performance ratings. Their study showed improved results on topics such as; engagement, 

quality and quantity of performance conversations and employee perceptions 

(NeuroLeadership Institute 27.05.2019). However, a later study shows that there are some 

evidence that positive expected results when removing ratings, not necessarily are the reality 

most companies’ experiences. CEB (Now Gartner) found in a survey from 2016 that; 

employees were less engaged, managers spent less time on informal conversations, the 

quality of manager conversations declined and that the perception of pay differentiation 

decreased when ratings were removed (Gartner.com 25.05.2019). NLI’s study were directed 

mostly towards larger companies who were willing to participate, meaning most of them 

would have a positive story to tell as they wanted to share it with the world. CEB’s study 

however, were directed directly towards employees, thus receiving both positive and negative 

experiences. Another possible reason why the study which were directed towards the larger 

companies had positive results, is because the larger companies has in place HR 

organizations conducting and guiding the company through these types of changes.  

 

It strikes us as unfortunate not to be able to continue reporting on the two Performance and 

reward items: “In my unit behavior and delivery are equally important in measuring 

performance” and “In my unit performance forms the basis of recognition and reward.” 

Those items scored poorly by Secreta standards in 2017 and it would have been interesting to 

see if the introduction of a new performance system and a new reward system had any 

positive or negative impact. As noted in the discussion for research question 2, there are 

noticeable uncertainties related to the reward outcome in the new system. The connection 

between motivation and reward was also mentioned earlier in the thesis, where Dysvik and 

Kuvaas refer to increased salary, benefits, promotions and bonuses as outer motivational 

triggers for employees (Dysvik & Kuvaas 2016). Gary P Latham (2012) also refers to 

rewards and incentives as one of his seven concepts that explain motivation. We know from 

motivational theory that an unsatisfied need can create a feeling of unrest and discomfort. We 

see a connection between this theory and the observed behavior discovered in the interviews. 

Considering that all the subjects mentioned insecurities related to reward outcomes in the 
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new system, this could possibly lead to demotivation. According to Latham (2012, p. 193), “a 

need cannot be met without the knowledge required to understand what can be done to satisfy 

it.” This means that if motivation is a cognitive resource process, as stated by Pritchard et al. 

(2002), one cannot reach a state of motivation without understanding how to. The fact that 

our interviewees all referred to uncertainty about the reward process and claimed not to 

understand how to combine it with the performance development process seems to indicate a 

problem for Secreta. During our interviews the differences in what motivates individuals 

became clear, because some of our subjects were motivated by the previous system with 

numerical ratings, whereas others thought the new system with continuous feedback was 

fantastic, while yet others were motivated both before and after the implementation of the 

new system. The findings of our interviews related to this research question indicate that 

increased motivation is something they want and expect to come out of the performance 

development system, but that they do not think that the new system provides that just yet 

(Subject 1, subject 2 and subject 3). 

 

Some of the nine items we saw which had a positive increase in 2018, can be directly 

connected to best practice HRM. Others might have indirect links and are more directly 

linked to motivation and well-being. The question “I am sufficiently involved in decisions 

related to my work situation” relates to the best practice Autonomy, involvement and 

participation. While there was an increase in score by two points, the overall score for this 

question was still in the 60s, thus making it a poor score for Secreta. An increased experience 

of involvement and participation in decision making could improve the employees’ well-

being and motivation, because participation in best practice HRM is often seen as a driving 

force for good performance (Mikkelsen 2016). A second aspect of “I am sufficiently involved 

in decisions related to my work situation” and its connection to Autonomy, involvement and 

participation is the lack of difference in status and hierarchy that a high score might imply. 

While companies in Norway might take that difference for granted, in part due to the 

Norwegian working Environment Act and our egalitarian society, Norwegian companies with 

international organizations should be aware of cultural differences and that a low score might 

reflect a satisfied score due to cultural differences, with some deeming that distance between 

a leader and employee is appropriate.    

 

“Leader provides support to master challenges” had the highest improvement of all the items, 

with an increase of five points. Good leadership-behavior is often categorized as showing 
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thoughtfulness and creating structure (Northouse 2010). Leadership is also a relational 

process. Transformational leadership, for example, highlights the importance of a leader 

building and developing social relationships with employees (Mikkelsen 2016). We would 

argue that such a relationship would have to exist for a leader to provide support when 

employees are facing challenges and need support to master them. The aim of using positive 

psychology is to support and challenge individuals, so that they can flourish (Mikkelsen 

2016). The “broaden and build” theory of Barbara Fredrickson (2003) is a part of that. In 

terms of her theory, positive emotions will create a spiral of positive consequences. This 

means that people’s beliefs regarding what it is possible to achieve will expand and their 

competence will be enhanced by positive psychology. By creating an environment in which 

employees can ask their leaders for support and receive it, a dialogue is put in place in which 

both parties can develop their intellectual resources and become better at solving problems 

and learning (Mikkelsen 2016). Such an environment will have a direct impact on the 

employees’ motivation and well-being. Further possible evidence of such a culture existing 

within Secreta’s walls are the high scores and improvement on the item “My leader is 

available if I want to discuss aspects of my work situation.” In addition to that, the high score 

indicates that the level of involvement and decision making of the employees at Secreta has 

been related to their own situations in the organization. That is related to best practice HRM. 

It is also notable that some of leaders we interviewed highlighted that their workload had 

increased after the performance development system was introduced (Subject 4 and subject 

7). Despite that, we see a positive change in the availability of leaders to their employees. 

One of the reasons for changing to performance development was the desire for an enhanced 

focus on the employees and not only reward (Subject 5). Perhaps the increase we see here is a 

sign of that happening. We also know that support from one’s leader can influence people’s 

health (Eriksen et al. 2004). This means that a high score on leader support can in turn reduce 

sick leave for Secreta, and again we see the vertical integration of HRM functions at work.    

 

Support from colleagues was rated highly in both 2017 and 2018. Social interactions are 

important, and feedback is one of four aspects of social support, according to James S House 

(1981). Hackman and Oldham (1976) showed that feedback had a direct link to employees’ 

motivation. In light of that, we see a correlation between support from colleagues and the two 

items linked to feedback in the Ratio-in-Secreta Quality report: “The feedback I receive helps 

me with my development” scored 4,75 out of a possible 5 and “The feedback I receive helps 

me improve my performance” scored 4,84 out of a possible 5. There is a high level of support 
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in the organization and it also manifests in the feedback that is given, and the benefit people 

receive from it. House’s (1981) social support aspects, namely information, feedback and 

emotional support, can also be a form of social recognition. Even though feedback is the only 

aspect built into the system at Secreta, offering and giving support, sharing information with 

colleagues, providing constructive feedback and offering emotional support when needed 

should be part of employees recognizing each other.  

 

We are pleased to see a move in positive direction for the item “I am sufficiently involved in 

decisions related to my work situation.” However, although there was a positive move, the 

score is still in the 60s, and thus represents one of the lowest scoring items for Secreta. The 

category Job content was represented by reoccurring items: “I am clear about the goals and 

objectives of my job” and “Normally I am able to complete my work tasks within normal 

working hours.” There has been a clear improvement in employees reported understanding of 

their goals and objectives for their specific jobs. A 3-point improvement saw this rating move 

into the 80s. Understanding the goals and objectives of a job has a safety aspect to it. 

Understanding the aspects of one’s job will be helpful when creating high-level performance 

goals that are realistic and aligned with the overall goals, vision and strategy of the company. 

The employees at Secreta are still not able to complete their work tasks within normal 

working hours at an acceptable level. That indicates that it is difficult for several employees 

to attain a work-life balance. A company wants and needs highly motivated employees who, 

due to their motivation, go “the extra mile.” At the same time, a company will not be able to 

benefit from those employees for long if they “burn the candle at both ends.” The 

introduction of mobile phones, tablets and a high-speed internet connection almost all around 

us are part of erasing the distinction between work and family (Mikkelsen 2016). Companies 

are introducing apps for time writing, collaboration, to name a few examples, to meet their 

employees’ demands for a smarter and more effective way of working and interacting 

together. This is an example of an external impact that influences the HRM practices 

implemented at an organization. Secreta should bear this in mind as it puts strategies in place 

to meet the future in an efficient way.   

 

The item “In my unit behavior and delivery are equally important in measuring performance” 

and possible aspects related to it were discussed under research question 1. Now, however, 

we must point out that the score for 2018 increased by two points from 2017. Hopefully, this 

is a sign that the new performance development process is addressing this issue and that after 
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its implementation the focus is moving in the right direction. In 1997 Robert B Maddux 

found that more than half of his research sample did not understand how their work was 

being evaluated. This indicates how important it is to have ongoing appraisals and open 

dialogue between leaders and employees built on trust. The heightened focus on appraisals as 

an ongoing process throughout the year might have contributed to the increased score. Also, 

the fact that all the employees now can have 360-degree feedback easily via the online tool 

and directly link received feedback to their achievements helps in this regard. The enhanced 

focus on feedback and appraisals could also make the process more transparent and can help 

the company to avoid several of the known pitfalls related to the evaluation of employees. 

Achieving goals and receiving feedback on them should provide a sense of achievement that 

could again result in higher motivated employees (Mikkelsen 2016), which is what Secreta 

wanted to achieve with the change in performance systems.  

 

The last question we can compare from 2017 is: “All in all, how satisfied are you in your 

job?” It is difficult for a question to be more directly linked to well-being than this. We did 

see a two-point increase from 2017. It is a move in the right direction, and it is a move 

towards increased well-being for Secreta’s employees. 

 

At this time we do not have any data to which we can compare the results from 2018, 

meaning that it will be difficult to discuss whether the overall results demonstrate that there 

has been an increase in the employees’ motivation and well-being after the change in 

performance system, although it is possible to highlight some of the items, such as: “I feel 

comfortable being myself at work.” This question, which had the highest score of 82, is 

directly linked to well-being. We know from the theory that being comfortable is connected 

to well-being and the idea that in order to achieve optimal outcomes, organizations need to 

invest in the welfare/well-being of their staff (Thompson & Livingstone 2016). Based on the 

high score in the SES, it seems that the employees at Secreta are comfortable at work. The 

grouping “Satisfaction & Motivation” and the items within it are the most important grouping 

to answer the primary question of this thesis. With a score of 71, it is placed in category 2. It 

was below the average for the 2018 survey in general. The item “I often receive constructive 

feedback from my colleagues” had a rather low score of 67. In our interviews, all the 

participants stated that the continuous feedback module was in use and motivational. These 

results are contradictory. 
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Summary discussion research questions III: 

The results and discussion presented in relation to research question 3 in the Ratio-in-Secreta 

survey show us that the experience with the new system is good, and that motivation 

increased from 2018 to 2019 – or at least the score is increasing, which one could argue is 

representative of increased motivation and well-being. 

 

To be able to answer research question 3, it will be necessary to follow up on the results from 

the SES in 2019 when there is data to compare with the new items that are directly linked to 

Satisfaction & Motivation. With more data available it will be easier to perform a thorough 

hypothesis testing with for example a linear regression analysis to see if there are a 

significant context between the new PD and increased motivation. Given more time and the 

ability to directly compare questions in surveys several years after each other will also enable 

the possibility of discovering if there is a trend. 

 

As for the questions that were comparable from 2017 to 2018 surveys, we see that most of the 

questions are moving in a better direction. For example, immediate leadership were both 

questions saw a significant improvement, even if leaders have said that the new system also 

increased the leader’s workload. Together with the increased scores related to purpose, 

collaboration, decision making, engagement and development, there is evidence of increased 

motivation and well-being. As mentioned above, now it is important to follow up on these 

findings in coming years to establish if what we are seeing are statistically significant and not 

a coincidence in the results. Thus, making the increase in motivation and well-being a trend. 
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Conclusion 

The purpose of this thesis was to determine whether there had been any changes in 

motivation among Secreta’s employees following the shift from PM with numerical ratings to 

PD without numerical ratings.  

 

Secreta has joined a growing list of companies all over the world that are following this trend 

and have shifted their focus from ranking to collaboration and motivation. Their human 

capital has been and still is extremely important to Secreta. This has resulted in a strong 

foundation for a high-performance culture based on HRM best practices, which is backed up 

by good results in their yearly employee surveys and nurtured by Secreta’s “soft-HRM” 

focus.  

 

Secreta’s employees are highly-trained individuals who want autonomy, the chance to 

develop and to find purpose in their work. Following the shift from PM with numerical 

ratings to PD without numerical ratings, the employees are showing signs of utilizing the 

positive aspects of the performance development system. This is evidenced by higher ratings 

related to these three factors in the surveys and in the interviewees’ positive comments. The 

introduction of the new system and the highlighted focus on feedback also seems to have 

sparked increased collaboration between the employees and leaders. This close collaboration 

should further enhance the bond of confidence and trust between them, and will in turn help 

to ensure the success of the shift to PD without numerical ratings.  

 

There are some empirical evidence indicating that the expected results related to motivation 

and well-being would take a turn for the worse after a move away from numerical rating. For 

Secreta however, the result has been the opposite. Going forward, Secreta should in the 

coming years try to establish the validity of our findings as statistically significant, rather 

than simply a coincidence.  

 

The results from the SES and Ratio-In-Secreta surveys indicate improvements in motivation 

and well-being. These findings were substantiated by the answers we received when 

interviewing Secreta employees. In these three datasets, we see indications of a positive shift 

in motivation and well-being since the introduction of PD without numerical ratings. 
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Attachments 

Attachment 1 

Interview 1 

 

Name: 

Role in Change project: 

Current role in Secreta: 

 

1. Why did you change the system? What made the change necessary?  

a. What was the weaknesses with the old system?  

b. What do you want the new system to achieve?  

c. Anything else? 

 

2. How did you proceed to land on the chosen process / system?  

a. Who did you involve in the process? 

b. What was your role?  

 

3. How were the employees involved in the change process?  

a. Was the union involved?  

b. Did you use referents? 

c. Anything else?  

 

4. What thoughts/actions were made regarding the several different cultures that 

will share the same process and system?  

a. Were there any differences that were taken into account?  

 

5. Could you please describe the new process and system?  

 

6. How has the change been completed?  

 

7. In your opinion, how has the change been received?  

a. Positive? 

b. Negatively?  
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8. Do you see any weaknesses with the new system?  

a. In retro perspective, is there something you would have done differently?  

b. With the system or during the process? 
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Attachment 2 
 

Interview 2 

 

1. What is your role in Secreta? 

a. Answer: 

 

2. Can you please describe the previous performance management system in 

Secreta? 

a. Answer: 

 

3. What is your opinion about the previous performance management system? 

a. Answer: 

 

4. In your opinion, what was the strengths in the previous system? 

a. Answer: 

 

5. What weaknesses would you say the old system had? 

a. Answer: 

 

6. In 2018, Secreta made a change to performance development. What do you know 

about the background for this change? 

a. Answer: 

 

7. Can you please describe the new performance development system in Secreta? 

a. Answer: 

 

8. What is your opinion about the new performance development system? 

a. Answer: 

 

9. Have you identified any strengths with the new system? 

a. Answer employee: 

 

10. Any potential weaknesses with the new system? 

a. Answer: 

 

11. Please describe how you personally use the performance development system? 

a. Answer: 
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12. What do you gain from the system? 

a. Answer: 

 

13. What would you like to gain from a performance system? 

a. Answer 

 

14. Do you find it easy to take Secreta’s strategy and values and then operational 

personal performance goals? Please elaborate.  

a. Answer: 

 

15. What do you think about the possibility of receiving feedback from all parts in 

the organization? 

a. Answer: 

 

16. How often do you give and/or receive feedback? 

a. Answer: 

 

17. Do you have any thoughts about numerical rating in a performance system?  

a. Answer: 

 

18. When it comes to determining reward and pay, what do you think should be the 

important factors?  

a. Answer 

 

19. Would you say fixed deadlines help you achieving your goals, or would you say a 

continuous process is better suited for the purpose? 

a. Answer 

 


