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Abstract: Performance management in any 

organization is a very important factor in today’s 

business world. There is somewhat a crisis of 

confidence in the way industry evaluates employee 

performance. According to a research by Forbes, 

worldwide only 6% of the organizations think their 

performance management processes are worthwhile. 

Many top MNC’s including Infosys, GE, Microsoft, 

CISCO, and Wipro used to use Bell Curve method of 

performance appraisal. In recent years companies 

have moved away from Bell Curve. The 

technological changes and the increase of millennial 

in the workforce have actually changed the concept 

of performance management drastically. Now 

companies as well as their millennial workforce 

expect immediate feedback. As a result companies 

are moving towards continuous feedback system, 

which might include weekly or monthly appraisal. In 

this article we will focus on the new methods of 

performance appraisal system used by companies 

today. 
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Introduction  

Performance management system is the systematic 

approach to measure the performance of employees. 

It is defined as a process through which the 

organization aligns their mission, goals and 

objectives with available resources, systems and set 

the priorities. Forced ranking is a controversial 

workforce management tool that uses intense yearly 

valuations to identify a company’s best and worst 

performing employees, using person to person 

comparisons. The basic assumption is that each 

ranking will improve the quality of the workforce. It 

is also called as a vitality curve [9]. It is called as a 

controversial management tool as it measures, ranks 

and grades employees work performance based on 

their comparison with each other instead of against 

fixed standards.  

Bell curve usually segregates all employees into 

distinct brackets – top, average and bottom performer 

with vast majority of workforce being treated as 

average performers [10]. Compensation of employees 

is also fixed based on the rating given for any 

financial year. The main aspect of this Bell Curve 

method is that manager can segregate only a limited 

number of employees in the top performer’s 

category. Because of some valid Bell Curve 

requirements, those employees who have really 

performed exceedingly well throughout the year 

might be forced to categorize those employees in the 

Average performers category. This usually results in 

loss of morale among employees [11]. As a result 

many companies are moving rapidly away from this 

Bell Curve method of performance appraisal system.  

Now companies are looking at a more holistic 

appraisal system based on Individual performance. 

The main objective of companies now is to move 

beyond Bell Curve Method. In order to achieve this 

objective companies are focusing on finding new and 

more practical method of appraising the performance 

of their employees and to appraise their employees 

on the basis of their contribution to the 

organization[12]. There is a need to search for more 

practical performance appraisal system as majority of 

the employees are dissatisfied with Bell Curve 

Appraisal System because of its disadvantages. 

Companies are trying to come up with new appraisal 

system which will increase the morale of their 

employees and as a result increase the performance 

of their employees and result in upward mobility of 

employees through effective performance appraisal 

method. 
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Literature Review 

Thomas J Watson Jr. in his study states that the real 

difference between success and failure in an 

organization can be very often traced to question as 

to how well the organization brings out the great 

energies and talents of its workforce [2]. Today 

companies view their employees as their assets and 

believe that they make a difference in company as 

well as its workforce’s performance. In order to 

assess the organizations performance vis a vis 

employees performance, they have to define 

objectives and the various methods to measure the 

achievement of the objectives. By measuring this 

comparison, one can improve the utilization of 

manpower and provide reward to those employees 

who contribute maximum towards achieving the 

company’s objectives. During 2002, Colorcon 

discarded annual reviews and focused on instant 

feedback, linked to individual’s goals and also giving 

out small weekly bonuses to employees [3]. 

Microsoft, IBM, Deloitte and other MNC’s have 

abandoned traditional performance appraisal 

methods. The main hindrance of using annual 

reviews is that it is based on past behavior of the 

employees during the year in the review and also 

strong emphasis is based on financial rewards and 

also punishments which the employees have received 

at the end of the assessment year [14]. Employees 

were held responsible for their behavior in the past 

and the performance is expected to improve their 

performance by providing developmental plans for 

the future prospects which are very vital for any 

organizations long term survival. Research suggests 

that regular feedback about the performance of 

employees and developmental plans will change the 

focus to build a competent workforce which will 

effectively fulfill the present as well as future needs 

of the organization.   

Josh Berson, business researcher has estimated that 

almost 70% of multinational companies are moving 

towards a new model even though it has not yet 

arrived quiet yet. We need to analyze the fact that 

when we hire people do we get what we want and 

should we focus on motivating the best employees 

and getting rid of weak ones [18]. Through effective 

coaching, mentoring and employee management 

programs – intrinsic rewards like personal growth 

and sense of job development can we change the way 

employees perform. This decision should be taken by 

the companies as to which methods will they use to 

increase the employees job productivity and job 

satisfaction [1].  

Before that let us go through some of the new 

approaches few companies are adapting to. 

HBR performance management revolutions 

Historical and economic context has played a large 

role in the evolution of performance management 

systems over few years. When there was abundance 

of human capital, the focus of the management was 

on to which people to let go, which one to retain and 

which one to be rewarded [16]. For all these 

mentioned purposes the traditional methods of 

appraisal where there was emphasis on individual 

accountability worked well enough. When there was 

shortage of talent, developing human capital became 

a greater concern for organizations. They had to 

come up with new ways of meeting this talent 

demand. This resulted in a clash between 

accountability and development over the past few 

years. 

 The US military created merit rating system 

to flag and dismiss poor performers. This 

was accountability process during the World 

War I. 

 The Army devised forced ranking to identify 

enlisted soldiers who had the potential to be 

promoted to become officers. This was the 

Developmental process during the World 

War II. 

 During the 1940s accountability process 

about 60% of the US companies were using 

appraisals to document employee’s 

performance and also allocate the rewards. 

 During the 1950s developmental process 

social psychologist Douglas McGregor 

argued that engaging employees in 

assessments and goal setting. 

 During the 1960s hybrid stage which was 

lead by General Electric, many companies 

began splitting appraisals into separate 
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discussions about accountability and growth, 

to give development its due. 

 During the 1970s accountability stage 

inflation rates shot up and companies felt the 

pressure to award merit pay more 

objectively to its employees. As a result 

accountability again became the top most 

priority in the performance appraisal system. 

 During the 1980s accountability phase Jack 

Welch pioneered forced ranking at GE to 

reward its top performers, and also 

accommodate the employees in the middle 

and also to get rid of those employees who 

are at the bottom. 

 With the entry of McKinsey’s during 1990s, 

the war for talent among the companies was 

at its peak. The study showcased a shortage 

of capable executives and reinforced the 

emphasis on assessing the employees and 

also rewarding the employees based on their 

performance.  

 By 2000 organizations for flatter and as a 

result it dramatically increased the number 

of direct reports each manager got from his 

subordinates and in turn it was making it 

harder to invest time in developing every 

employee.   

 By 2012 there was a spike of developmental 

phase. Adobe ended annual performance 

reviews and also the fact that annual targets 

were irrelevant to the way its business 

operations were done. This became famous 

as “Agile Manifesto”. 

 In 2016 Deloitte and other companies tried 

going numberless. They were reinstating the 

performance ratings using more than one 

number and also emphasizing on the 

developmental feedback more than the 

appraisal. 

Management by Objectives – MBO 

Management by objectives is a strategic management 

model that aims to improve the performance of an 

organization by clearly defining objectives that are 

agreed to by both management and employees. The 

term was first outlined by management guru Peter 

Drucker in his 1954 book, The Practice of 

Management. According to the theory, having a say 

in goal setting and action plans encourages 

participation and commitment among employees, as 

well as aligning objectives across the organization. 

Practitioners claim that the major benefits of MBO 

are that it improves employee motivation and 

commitment and allows for better communication 

between management and employees [7]. It is a tool 

for performance management and strategic planning. 

MBO requires the supervisor and the employee to 

develop and agree on realistic, achievable and 

measurable goals. They have to come up with plans 

to determine how these objectives will be met. And 

both should agree on how the results will be 

measured also is the essence of true MBO plan. First 

strategic objectives are set for the organization, 

which is then broken into divisional and departmental 

objectives and at last it’s broken into individual 

objectives. This method is implemented with the 

objective of putting full weight of all employees’ 

efforts behind accomplishing the sake organizational 

goals and also to help each employee understand his 

or her contribution towards organizations success.  

Bell Curve Method 

While productivity of employees has been measured 

since the beginning of the industrial revolution, the 

Bell Curve gained popularity when Jack Welch, the 

famed CEO of GE implemented this within his 

organization [2]. Bell curve system of performance 

appraisal is a forced ranking system imposed on the 

employees by the management. The concept has 

various names such as stacked ranking, forced 

ranking, rand and yank and the vitality model and is 

described as a ’20-70-10’ system by GE. Through 

this system, the organization tries to segregate the 

best, mediocre and worst performers and nurture the 

best and discard the worst. Segregation is based on 

relative comparison of the performance of the 

workforce against those engaged in similar activity 

and also ranking them accordingly. This follows the 

68-95-99.7 rule, which provides a convenient way to 

carry out estimated calculations  

1. Approximately 68% of all the data lies 

within one standard deviation of the mean. 

2. Approximately 95% of all the data is within 

two standard deviations of the mean. 
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3. Approximately 99.7% of the data is within 

three standard deviations of the mean. 

GE describes the Bell Curve as a ’20-70-10’ system. 

It says ‘The ‘top 20’ percent of the workforce is the 

most productive and 70% (the ‘Vital 70) work 

adequately. The other 10% (the ‘Bottom 10’) are 

non producers and should be fired [9]. This system , 

while credited with increasing the revenues of GE 

fold, but has been labeled as too harsh and also said 

to affect employee morale and has been the subject 

of a fierce debate. 

A bell curve has one mode, which coincides with the 

mean and median. This is the center of the curve 

where it is at its highest [2]. And it is also symmetric. 

If it were folded along a vertical line at the mean, 

both halves would match perfectly because they are 

mirror images of each other. 

Bell curve method assumes that employees in a 

company can be divided into groups such as 

 High performers – Top 20% 

 Average Performers – The middle 

70% 

 Non –performers or Below 

Average Performers – the bottom 

10% 

 

This method gives the momentum to the employees 

to push them forward, aiming higher. This is also the 

criteria that are essential to drive the organization to 

forward [6]. For example it is informed that GE 

identifies 4E’s as the measuring standards – high 

energy level, the ability to energize others towards 

company’s goals, the edge to tale crucial yes/no 

decisions and skill to execute and deliver the promise 

on time. This type of setting standards helps to 

recognize the key talents who will contribute to the 

overall objective of the company.  

Bell curve is probably the only method by which 

managers in the organization can implement leniency 

or strictness of ratings [11]. If the managers can 

implement leniency in their rating a large majority of 

employees will fall in the high rating group. If the 

managers implement strictness in their rating a large 

majority of the employees will fall in the low rating 

group, which might de-motivate the employees. As a 

result most managers tend to rate their subordinates 

on a lenient scale. This helps in the identification of 

suitability of employees in a job position. We can 

identify the strengths and areas of improvement of 

the employees and place them in positions which 

map better to their capabilities, by doing forced 

ranking with adequate analysis and HR interventions 

Surveys show that managers hate doing reviews [4]. 

Willis Towers Watson found through his study that 

 Less than half (45%) of employers 

say that performance management programs are 

effective. 

 43% of organizations have already 

introduced or plan to introduce new technology 

to enable better processes. 

 65% of companies say that 

managers lack necessary skills and time to 

manage performance really well.  

Advantages of Bell Curve 

 Identify top performers through the Bell 

Curve Grading 

The forced ranking compels managers to make 

decisions and differentiate between different 

employees. Those who are identified as high top 

performers are rewarded – they feel motivated and 

work harder to grow in the company. Such 

employees are called HIPOs.  

HIPO growth and career plans can be developed 

suitably and initiatives taken to retain them within the 

organization. This not only helps retain the top talent 

of our organization but also helps in building 

succession pipelines 
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 Removing manager bias 

o The bell curve is perhaps the only method 

that can be used by the organization to 

manage leniency and strictness of managers 

ratings 

o Lenient scores mean a right skewed bell-

curve and strict scores mean a left skewed 

bell-curve. This scoring may change form 

one manager to the next, making 

performance appraisal unfair for one group 

of employees. This kind of unbalanced 

scores may de-motivate high performers and 

retain mediocre employees. Using individual 

z-scores of managers, one can adjust this 

bias easily [3].  

 Identify suitability of employees in a job 

position 

o An underperforming employee may 

be more suited for another position within the 

company. The forced ranking with adequate 

analysis and HR intervention can help identify 

other positions for employees. 

o By analyzing capabilities, skills, 

strengths and weaknesses of employees, HR 

can play a key role in employee development 

and place employees in positions that map 

better to their individual capabilities. 

 Manage training needs 

o Training management always talks about 

the importance of correct allocation of 

training programs to employees. The bell 

curve graph can help identify the training 

needs applicable to different groups of 

employees. 

Disadvantages of Bell Curve 

 Too Rigid 

Using the bell curve model in performance 

management may be considered a rigid approach for 

rating employees. Sometimes managers need to put 

employees in specific gradients for the sake of bell 

curve requirements. This happens more often when 

the teams are small. 

 Loss of Morale 

The bell curve appraisal creates anxiety in the mind 

of employees who may worry about the possibility of 

an exit during tough job market conditions. This may 

lead to further deterioration of Job Performance. 

 Not suitable for Small Companies 

The performance review in bell curve is not suitable 

for small companies where the number of employees 

is less than 150. With fewer employees, the 

categorization cannot be done properly and the 

results are often loaded with errors. 

Transition towards a Better Performance 

Management System 

When companies are moving from rate based 

appraisal to Rating Less appraisal the following are 

the measures the companies need to follow: 

 Define performance outcomes clearly and 

drive the performance. 

 Pay for performance but don’t rate 

performance 

 Analyze whether the present system needs to 

be changed, if so check whether the new 

system will help to improve the bottom line 

of the organization. 

 The organization should have an open 

culture and trust so that the line managers 

are the most responsible in the system. 

 There should be no comparison of 

employees with other employees. 

 Employees should be differentiated only on 

the basis of talent, knowledge, skills and 

abilities. 

 During the feedback process no discussion 

pertaining to monetary benefits should 

happen. 

 All increment related meetings should be 

held and discussed separately. 

 The training programs should be given to 

employees on continuous basis. 

 Under unavoidable circumstances if some 

training program is not held during the 

present financial year then it should be carry 

forward to next year. It is the responsibility 

of managers to redesign training programs if 

required.  

Lazzlo Bock in his book – ‘Work Rules! Insights 

from inside Google that will transform how you live 
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and lead’, shares ‘Performance management practices 

followed by most organizations has become a rule 

based bureaucratic process, existing as an end in 

itself rather shaping performance’ [10]. The approach 

towards performance management has changed over 

the recent years. In today’s world companies are 

concentrating on enhancing both individual as well as 

team performance. Companies have recognized that 

both individual and team performance influence and 

contribute to the bottom line end results [8]. The 

changes which have happened in relation with both 

Performance management systems and Organizations 

business is tabled as below. 

 

 From  To  

1 An annual event A continuous process 

2 Superficial 

evaluation of 

personality 

Specific evaluation of 

behavior 

3 Assessment only Assessment and 

Development 

4 Loosely associated 

with business cycle 

Closely related to 

business plan 

5 Superficial 

objectives 

Specific objective 

 

The change which is shaking organizations today is 

the Agility. There is a cascading effect of objectives 

as against appraising employees on yearly goals 

yearly once. Performance appraisal needs to be 

handled in an agile way. If the project is not 

completed within a particular quarter or a year then it 

is carried over to the next quarter. The Manager has 

the additional responsibility of setting revised goals 

and targets for the employees.  

In 2001 Software developers have created ‘The Agile 

Manifesto’, which outlined many key values. They 

believed that ’Responding to change over following a 

plan’ is the favorable way to become agile [13]. This 

concept emphasized principles like collaboration, 

self-organization, self-direction and regular reflection 

on how to work more effectively, with the aim of 

prototyping more quickly and real time response to 

customer feedback and changes as required.  

The first significant transition from traditional to 

modern reviews happened first at Adobe in 2011[17]. 

The company was already using the agile method by 

then. They used to breakdown projects into ‘sprints’ 

which were immediately followed by debriefing 

sessions. Adobe explicitly introduced this concept of 

constant assessment and feedback into performance 

management systems with frequent check-ins 

replacing annual appraisal. Juniper systems, Dell and 

Microsoft were other companies who followed this 

trend set by Adobe 

Case Study: 

Pricewaterhouse Coopers (PwC) 

PwC is a multinational professional services network 

of firms operating as partnerships under the PwC 

brand. The term “PwC” may be used to refer to an 

individual member firm within the PwC network, or 

to several or all of them collectively [5]. PwC ranks 

as the second largest professional services firm 

network in the world and is considered one of the Big 

four accounting firms, along with Deloitte, EY and 

KPMG. This firm operates in 158 countries, 721 

locations with 250,930 people. As of 2018, 28% of 

the workforce worked in Asia, 28% in North America 

and the Caribbean and 30% in Western Europe. PwC 

provides services to 420 out of 500 Fortune 

companies. The firm was created in 1998 by a merger 

between two accounting firms; coopers & Lybrand 

and Price Waterhouse. The trading name was 

shortened to PwC in September 2010 as part of a 

rebranding effort.  

PwC is a network of firms in 157 countries with more 

than 223,000 people who are committed to delivering 

quality in assurance, advisory and tax services [5]. 

The process of performance appraisal at their 

organization consists of the following four steps. 

Step 1 – GOAL SETTING 

In this process, an employee has to set the 

developmental plan, revenue generation and how that 

will add value to the company. The second part will 

be part of their own personal goal setting and their 

growth plan. 
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Step 2 - FEEDBACK 

An employee gets feedback about his performance 

every monthly and quarterly basis. At this stage no 

rating is given to the employees. They just receive 

their feedback and no rating or grading will be 

mentioned in it. After the completion of the project, 

the Manager will give feedback on behavioral 

competency. This feedback is based on how much 

value they have added to the organization through 

their performance.  

Step 3 – MIDTERM REVIEW 

This review is done after duration of 6 months. This 

is called as a midterm review. During this review, all 

feedback forms are collected and added up. Then 

they are evaluated based on their progress of the 

projects they are involved in, mainly how and what 

they are doing in the project. Any employee who is 

not performing up to the expectations will be 

suggested counseling or performance improvement 

plans. 

Step 4 – FINAL REVIEW 

In the final review, all feedback forms and midterm 

reports are embedded with each other and employee’s 

performance evaluation is done on the basis of their 

performance in the last 12 months. Rating on their 

performance will be given in the moderation meeting. 

Increments and bonus value will be discussed 

separately in the consequent meetings. 

Unlike in Bell Curve, in the above 4-step 

performance appraisal system, there is no comparison 

of employees is done [18]. Based on the contribution 

of the employees towards adding of value to their 

organization, ratings and increments will be decided 

for each individual employee. As a result employees 

are happy as this particular appraisal system is 

transparent. The end result was that compensation 

related score of the employee engagement survey 

went up slightly high.  

Conclusion  

Recent trends suggest that most companies are 

moving away from Bell Curve method of 

performance appraisal system. While there is an 

ongoing debate on the bell curve based normalization 

methodology, an additional 3600 feedback may help 

reduce some of these doubts. Many organizations 

believe that they don’t have a viable alternative for 

recognizing, rewarding and retaining top performers. 

Also they are unsure if the employee productivity 

challenges exist because employee goals were not 

SMART, the managers often did not coach, because 

of skill gaps or other business challenges. So many 

organizations still continue with stack ranking or bell 

curve performance management to identify and 

motivate top performers and work on developing the 

rest of the staff. 

Tom Coens and Mary Jenkins mention in their classic 

book, ‘Abolishing Performance Appraisal’  

“We can create genuinely new approaches to pay, 

pay without appraisal, and pay systems that better 

serve our interests in maintaining a highly motivated 

workforce. All of this does not culminate in a 

prescriptive answer on what to do about pay.” 

Companies may use Bell Curve Appraisal 

successfully to identify top performers and then use 

other tools such as 360 feedback, continuous 

performance management and project centric 

evaluations to determine the capabilities, 

promotability, recognition and training needs of all 

the employees [15]. Any appraisal system should not 

create fear or terminate employees, but should 

motivate and help employees in their development.  

Today most of the companies have to rethink about 

their performance management process. But before 

doing so, a change in the philosophy and mindset is 

what is required. Just simplifying the process without 

believing in it will not get us the desired results. 

Organizations that are successfully creating a culture 

of ongoing performance management are the ones 

transforming the process from an annual 

administrative task to an ongoing, collaborative 

priority that delivers meaningful business results. 

With the advent of AI and predictive data modeling, 

organizations today can enable this younger 

workforce using a mix of scientific tools to provide a 

better cultural alignment, functional expertise and 

capability building. 
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