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Performance Management Process: Achieving Results at a Startup 
 

While there are many different ways to go about the Performance Management process, one 

thing is certain: whether you have two employees or a thousand, an effective performance 

management program will help a business achieve results by ensuring all employees are 

performing at their best and connected with the overall company strategy. It has been found 

that only a few organizations have effectively established a high performance culture, and 

rather, many organizations face challenges which are directly linked to poor performance 

management. An effective performance management system can improve the ability of 

employees to achieve their goals, ultimately improving revenue and profit up to 8%. With 

limited resources in a startup you need maximum performance from all employees. In large 

companies, poor performers may disrupt goal attainment for their specific area, but an 

underperformer at a startup can throw the entire company off track.  

 

Regardless of size, implementing and then managing an effective performance management 

process can be difficult. In a startup it can be especially challenging since employees usually 

wear many hats making it more difficult to set goals and measure growth. At the same time it 

can also be more effective as you have the ability to establish a culture that promotes 

development, sharing, and transparency, making the performance management process more 

impactful, creating a high performance culture where people at every level are focused on the 

right priorities and are accountable for delivering strong results. While it can seem like a 

daunting task for a startup, setting up a performance management process can be simple and 

done without any type of expensive system to manage it. 

 

Performance Management: Creating a Culture of Feedback 
 

Creating a performance management program from the very start of a company gives you the 

opportunity to establish a solid foundation for a culture of feedback and an effective way of 

assessing employee’s performance that fits the culture of the company you are looking to 

build. Many leaders agree this is a high importance priority; however, while it is high priority 

it does not seem as urgent, and because of this is often put off by many organizations.  

 

A lot of changes are being made to the way organizations are viewing performance 

management and the evaluation process. Many companies are revamping the standard 

review, choosing the informal over formal, eliminating ratings, and even eliminating the 

process all together.  

 

Many companies are making the shift to informal processes as leaders believe it will promote 

employee engagement, give managers more time to have more frequent, informal 
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conversations, improve the quality of conversations, and help solve the problem of 

differentiation of pay. 

 

Studies, however, are showing that is not necessarily the case. In 2016 CEB Leadership 

surveyed 10,000 employees in 18 countries and across 20 industries, and found that taking 

away ratings actually produced the opposite. 

 

Without ratings, the typical satisfaction with performance management and pay dropped 

significantly after the first year, employee engagement fell, managers spent less time on 

information conversations, the manager quality conversation decreased, and employees 

perceived that they were not being compensated fairly. 

 

So what does this mean for you? 
 

Whether you decide to go with a formal or an informal process, it is important for you to 

remember that a successful performance management process must do the following: 

 

- Engage employees 

- Ensure managers are taking the time to have conversations about performance 

- Ensure managers are having quality conversations with their employees 

- Ensure transparency as it pertains to pay decisions and how they are made 

- Recognize your high performers/high potential employees 

 

Because you are a startup, the informal process will most likely appeal to you. However, the 

informal process is not as “easy” as it may seem, and you need to consider whether or not you 

will be able to successfully meet the 5 goals above without a formal performance management 

process in place. 
 

Choosing the Right Review Process for your Startup 
 

One of the advantages of establishing the performance evaluation process at a startup is that 

you have the ability to take experiences that you have had in the past, learn from them, and 

establish a new process that will help grow and shape your company from its very inception. 

Another advantage is that through your performance evaluation process you will have the 

ability to shape your company’s culture, making it as transparent and engaging as you see fit. 

 

Listed below are three types of performance reviews to consider using at your company:  
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Annual/biannual, periodic reviews 

Annual or biannual performance reviews are the more traditional approach to performance 

management and are what employees most associate with performance reviews. Some of the 

positive aspects of this type of performance review are the fact that reviews are more likely to 

be consistent and at first may tend to be less time consuming than the approaches below. On 

the other hand, this type of review tends to be less effective at improving performance and 

encouraging professional development, may be more stressful for employees undergoing 

review, and can be very time consuming for the manager. In addition, it does not require 

consistent feedback, which many times is necessary in a startup environment. This type of 

review often uses a rating system. 

 

Coaching, quarterly/monthly reviews 

The Coaching approach is one that tends to be extremely effective at improving employee 

performance over time. This type of review requires consistent feedback from managers, and 

while it may seem time consuming at first, it may save time in the long run. It is often much 

less stressful for employees, and helps establish a rapport between employees and their 

managers. With this format, meetings may still be established, such as weekly or bi-weekly 

check-ins, but they are much less structured than the periodic review. Although this approach 

is not as formal, it is still recommended that there be a consistent format for meetings and 

ongoing documentation (no matter how brief). (Note: documentation can be as simple as 1) 

developing a simple outline, 2) taking notes during the meeting in an email format, 3) sending 

the email to the employee (to summarize), and 4) saving the sent email in an email folder and 

the employees HR file.) This type of review may use a rating system; however, it is not 

required to be successful. 

 

Teaching, daily review 

The Teaching approach is ideal for startups but can require more time and effort than the 

other methods. Using this type of performance review, managers and employees work closely 

and consistently, learning and providing feedback on a daily or weekly basis. The reason this 

type of performance review is effective with startups is that the startup environment lends 

itself to significant cross training as staffing many times is limited. The use of this method 

provides the opportunity for continual development, as it requires continuous interaction with 

employees. One challenge to be aware of, when using this method, is that daily interaction can 

sometimes hinder the manager from giving the employee effective or constructive feedback. It 

is important for the manager to not only follow up on daily tasks when checking in, but also 

give the employee constructive feedback that focuses on the larger picture and longer term 

areas of development. Effective documentation can also be a challenge using this method; 

however, it is important for the managers to keep notes, even if it is just bullet points, to refer 

http://www.payscale.com/compensation-today/2013/12/making-the-performance-review-relevant-to-employees
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to as needed (see documentation options under Coaching, quarterly/monthly reviews). This 

type of review many times does not use a rating system. 

 

To Rate or not to Rate? 
 

Setting up a rating system at a startup can be a difficult task as it also requires there to be a 

definition of the ratings and a correspondence of the ratings to employees' performance, and 

subsequently the salary increases or promotions process for your start up. That said, once you 

have defined the ratings and their correspondence to pay decisions, it can make things 

relatively easy and create a more transparent process. An example of a rating system is the 

following:  

 

Example 

Rating System Description of Rating Salary increase 

O - Outstanding High Performer; someone who has made 

exceptional contributions and has had a 

significant positive impact. When someone 

is been identified as a High Performer, it is 

important that additional developmental 

opportunities are considered for this 

person to enhance/fast-track their growth 

in the company. 

6%+ 

S - Successful Medium Performer/High Performer; someone 

who frequently exceeded all performance 

expectations; highly skilled in the job. 

Consideration should be taken as to 

whether or not this person has the 

potential of becoming an HP/HP, and steps 

that would need to be taken for this person 

to get there. 

4%-5% 

M - Fully met standards Medium Performer; Consistently met all 

expectations; occasionally exceeded some. 

If the position is a crucial/high profile 

position, the question should be asked: Do 

you need an MP/HP in this role? 

2%-3% 
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N - Needs improvement Low Performer; has not consistently met 

expectations in the last year; low 

performance areas identified. A Low 

Performer is someone who has been a 

performer in the past, but currently needs 

improvement. No employee should be 

rated “Needs Improvement” for more than 

one cycle. Should the employee continue to 

underperform, this person would be rated 

unsatisfactory. 

0%- 1% 

U - Unsatisfactory Work performance is well below 

expectations; poor skill levels identified. 

Employees who are rated Unsatisfactory 

should be managed out within 3-6 months 

of the rating. 

0% 

 

Whether or not you decide not to implement a ratings system, it is important that the salaries 

of the employees are differentiated by their performance. Also, note that these performance-

based salary increases are in addition to any salary increases to compensate for increases in 

cost of living / inflation. 

 

Below are some steps you can take, regardless of whether or not you use ratings, to ensure a 

successful performance management process (see pg 2, So what does this mean for you?). 

 

1. Promote engagement with employees. 

Identify different ways to recognize high performance outside of the performance 

management process to improve employee engagement. 

 

2. Ensure managers are taking the time to have conversations about performance. 

Set expectations for the timing and frequency of performance conversations and tell your 

employees to own the performance conversations so that they can customize the discussions 

and share the responsibility with the manager. 

 

3. Ensure managers are having quality conversations with their employees. 

Make it clear to your managers that having quality conversations with their employees is a 

priority for your organization. Train your managers to send clear messages about 
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performance and development by sharing with their employee’s specific evidence of how the 

employees are performing. 

 

4. Ensure transparency as it pertains to pay decisions and how they are made. 

Talk to managers about making pay decisions using simple criteria such as performance and 

achievements of goals to identify the employees who should receive the highest reward. In 

addition, employees need to see the connection to their contributions and be given 

organizational context so that they understand how the pay decisions were made fairly.  

 

5. Recognize your high performers/high potential employees! 

You can do this in many different ways, some examples are the following: increased salary, 

increased ownership opportunity in the startup, flexibility with work schedule, and 

opportunity for stretch assignments. 

 

The Performance Management process: Steps 1 through 5  
 

Setting up your Performance Management process does not need to be complicated; all you 

need to do is follow these 5 steps:   

 

First, Set Company Objectives. 

 

If you have not already done so, you will need to think through exactly what it is that you 

want to achieve in your business and the timeline for reaching your goal. You should also 

consider how to convert your long term goal into annual tactics and then quarterly objectives. 

Doing this will help you be specific about what it is that you require from each team or person 

at any given time. It will also help you track your progression against your long term strategy. 

 

An example of what this could look like is the following: 

 

Priority Objectives 

(or Company Goals) 

Business  

Impact 

Responsible Dept 

 (or Lead Person) 

Measurement of 

Success 
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Second, Establish a Dialogue. 

 

Once your company objectives are clear, communicate these to all of the staff. Of course, 

whenever there is a change there is always some hesitancy toward the change, so it is 

incredibly important that you are open and honest with the team. If you or the other managers 

are not speaking to each employee for at least an hour every couple of weeks, then this should 

start now. The time you and the other managers spend talking with the employees can be 

incredibly valuable and help you better understand what drives and motivates your 

employees. This dialogue will also help create and nourish an environment where people can 

speak up in an open and supportive way.  

 

Third, Put Targets and Goals into Place. 

 

Before going over the goals with each employee, the manager should establish the following: 

Priority Objectives 

for the Team 

Business  

Impact 

Team Member 

Responsible for this 

Objective 

Goal (which should 

tie in to specific 

objective) 

    

    

    

 

Once there is an understanding of what the team and individual goals are, the manager 

should sit down with each report and set “SMARTER” goals, which are: Specific, Measurable, 

Attainable, Realistic, Time-bound, Evaluated, and Re-evaluated. 

 

To start the goal setting process, each manager should set aside an hour or so with each report 

and start the goal-setting conversation by letting the employee know that the objective of the 

performance management process is to help them be successful in their job, help them be 

successful in their own professional development, and ultimately, work better together to 

ensure the success of the startup. 

 

During this discussion the manager and employee should outline the company’s long term 

strategy, what the goals are for that year and how the goals break down into quarterly 

company objectives. This will help give the employee the necessary context in which to 

discuss his/her own objectives and help link the goals to the company’s plan. 
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Fourth, Monitor. 

 

The Managers should establish regular reviews to discuss how the employees are progressing 

with their targets (see pg 2, Choosing the Right Review Process for your Startup). These 

conversations will give them the opportunity to praise great work, provide ideas or 

suggestions on anything that seems unclear, and encourage anyone who needs extra guidance 

or motivation. 

 

Fifth Step, Repeat. 

 

At the end of each year, you should be able to look back on the year and see all of the great 

things your team/startup has achieved. And while your business may have taken important 

steps toward its long term strategy, it is also a great time to look forward and outline the 

objectives to be achieved in the next year.  

 

Performance management is an ongoing cycle, and when done well, is a great way to ensure 

long term success. 
 

Opportunities for Performance Feedback, outside of the Performance 

Management process 
 

Regardless of how you set up your performance feedback process, it is always important for 

your employees to be receiving feedback whether it is formal or informal. Listed below are 

ideas that you can use to promote a culture of feedback. 
 

Weekly 1:1’s: These are meetings between every employee and his or her manager. These 

meetings can last anywhere from 30 minutes to one hour and include time to discuss what the 

employee is currently working on, the challenges that are currently being faced, recognition 

for achievements, and also feedback from the supervisor to the employee. These sessions work 

best when they are driven by the employee and are for the employee’s benefit, not the 

manager’s. The employee should be encouraged to set the agenda. 

 

If the manager cannot make time for each team member for an hour every week, an hour 

every 2 weeks is better than 30 minutes every week. The reason for this is that the value of a 

productive one–on-one is digging deeper on critical issues or areas for growth, which takes 

time. Studies have shown the most engaged teams have managers who the team members 

trust and who they can talk to about anything. Employees who have managers who are open 

and approachable are more engaged, and having fully engaged employees is critical at an 

early stage startup. 
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Peer to Peer 1:1’s: In addition to manager/employee one-on-ones, another option is to pair up 

teammates so that employees can also celebrate their achievements and work through 

challenges with their peers. These meetings can happen anywhere: the office, lunch, a happy 

hour, or over Skype. An example of the agenda for this type of meeting would be to spend 10 

minutes each sharing achievements, and then 20 minutes each discussing the current top 

challenges each person is facing.  

 

If the Peer 1:1 is something you decide you would like to implement, there are several general 

rules that ensure these meetings are effective. First, these types of meetings typically work best 

when the two employees are working at the same level on similar types of projects. Second, 

there is no achievement too small to be recognized. Third, there is no straight validation of 

your peer. For instance, an example of this would be when someone says they feel they could 

have handled a situation better. Instead of validating that person, the peer should ask 

questions that help the person analyze the situation further, such as “What do you think you 

could have done better?” The key to success for this type of session is to listen closely and ask 

questions, but not to try to solve the other person’s problems. While sharing experiences can 

be valuable, the aim is to help think through the challenge differently in order for each person 

to come up with their own solution.  

 

The key to success for both the 1:1’s and Peer to Peer 1:1’s is to (1) focus on self-improvement, and (2) 

set the tone that anything goes, meaning that both professional and personal discussions are common.  

 

 

 

Remember: An effective performance management process gives you the 

opportunity to create employee engagement, promote high performance, and 

ensure your success. 
 

  



PERFORMANCE MANAGEMENT GUIDE  

 

 

Performance Management Guide | Page 10 

 

Exhibit A: Performance Evaluation – Annual/bi-Annual 
 

Employee Name:   Position:   

 

Supervisor Name:   Time Frame:  (i.e. 1 year, 6 months)   

 

Date Prepared:   

 

Performance Evaluation 
This section provides a formal assessment of the employee’s performance in relation to the 

performance objectives. 
 
Instructions 

Employee: 

1. Provide the reviewer with a list of at least 5 people who can comment on your performance (i.e. other supervisors, 

supervisees, colleagues, customers, etc.). 

2. Provide the reviewer with a self-assessment of your performance in relation to your performance objectives: 

a. Using the letter ratings, rate your performance against each performance objective as well as your overall 

performance. 

b. Support your ratings by writing a self-assessment on the following page. 

Reviewer: 

1. Solicit feedback about the employee’s performance from at least 5 people. You may request feedback from people not 

included on the employee’s list. 

2. Assess the employee’s performance in relation to the performance objectives: 

a. Using the letter ratings, rate the employee’s performance against each performance objective as well as 

overall performance. 

b. Support your ratings with a written assessment on the following page synthesizing feedback from others 

and your own appraisal. 

Ratings:  

O - Outstanding Regularly made exceptional contributions that had significant 

and positive impact; work far exceed expectations. 

S - Successful Frequently exceeded all performance expectations; highly skilled 

in the job. 

M - Fully met standards Consistently met all expectations and occasionally exceeded 

some. 

N - Needs improvement Does not consistently meet expectations; low performance areas 

identified. 

U - Unsatisfactory Work performance is well below expectations; poor skill levels 

identified. 
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In this section, list your performance objectives by order of weighting and rate each one.  

Performance Objective: Weight of 

Objective 

(A,B,C) 

Employee 

Rating 

Reviewer 

Rating 

Objective 1:    

Objective 2:    

Objective 3:    

Objective 4:    

Objective 5:    

Overall Rating:    

 

 

Employee Self-Assessment 
of performance in relation to  

performance objectives 

Reviewer Assessment 
of employee’s performance in relation to 

performance objectives 

Overall performance 

 

 

 

 

 

 

Overall performance 

Accomplishments and areas performed well; 

plans for continuing and building on them 

 

 

 

 

 

 

Accomplishments and areas performed well; 

suggestions for continuing and building on them 

Areas in which performance could or should have 

been stronger; plans for improving performance 

 

 

 

 

 

 

Areas in which performance could or should have 

been stronger; plans for improving performance 

 

 

Employee Name:   Reviewer Name:  

   

 

Employee Signature/Date:   Reviewer Signature/Date:   
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Exhibit B: Performance Evaluation – Coaching Conversation Outline 
 

Date of Conversation ____________________ Date email sent to employee with feedback:  

 

 What are you currently working on? 

 

 Are there any challenges you are facing that you would like to talk through? 

 

 If appropriate share what you are working on e.g. company strategy information, updates, etc. 

 

 Give feedback on performance 

 

a. Give specific examples 

 

b. If praise is deserved, give specific examples of what is going right; if improvement is needed, 

give specific examples of what you would like to see. 

  

In addition to the topics above, please cover the following on a quarterly basis.  

 

 Review Goals 

o If goal is completed, set new goal? Is the goal still relevant? 

 

o Are there any road blocks stopping you from reaching your goal? 

 

o How confident are you that you will meet your goals by the end of this year? If you are not 

confident, why is that? How can I help? 

 

 Is there any area that you would like to learn more about? 

  

ACTION ITEM: Please choose the rating that best describes the employee’s current 

performance 

O - Outstanding Regularly made exceptional contributions that had significant and positive 

impact; work far exceed expectations. 

S - Successful Frequently exceeded all performance expectations; highly skilled in the job. 

M - Fully met standards Consistently met all expectations and occasionally exceeded some. 

N - Needs improvement Does not consistently meet expectations; low performance areas identified. 

U - Unsatisfactory Work performance is well below expectations; poor skill levels identified. 
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Exhibit C: Performance Evaluation – Teaching Conversation Outline 
 

Date of Conversation ____________________ Date email sent to employee with feedback:  

 

Brief Summary of conversation  

 

 

 

 

 

 

 

 

 

 

 

In addition to the topics above, please cover the following on a quarterly basis.  

 

 Review Goals 

o If goal is completed, set new goal? Is the goal still relevant? 

 

o Are there any road blocks stopping you from reaching your goal? 

 

o How confident are you that you will meet your goals by the end of this year? If you are not 

confident, why is that? How can I help? 

 

 Is there any area that you would like to learn more about? 

 

 

  

ACTION ITEM: Please choose the rating that best describes the employee’s current 

performance 

O - Outstanding Regularly made exceptional contributions that had significant and positive 

impact; work far exceed expectations. 

S - Successful Frequently exceeded all performance expectations; highly skilled in the job. 

M - Fully met standards Consistently met all expectations and occasionally exceeded some. 

N - Needs improvement Does not consistently meet expectations; low performance areas identified. 

U - Unsatisfactory Work performance is well below expectations; poor skill levels identified. 
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Exhibit D: Setting Goals 

Instructions and Guidelines 

What are goals? 

Goals are statements of end results expected within a specified period of time. 
 

When are they set? 

Annually, bi-annually, quarterly. 
 

By whom? 

Goals should be set through mutual agreement between employee and supervisor. 

 

How many? 

Usually 4 or more; however, you may require a minimum number of goals, or may establish common 

goals which are to be included on every employee's worksheet. 

 

May they be revised? 

Goals may be carried forward from the previous year, revised, added or deleted during the review 

period as necessary. Goals are fluid. 
 

Instructions: 

1. Have a conversation with your manager to discuss the Company Objectives for the next year (or performance 

period.) Talk about how your role fits into those objectives and how you can best support your team. 

2. Talk to your manager about what you would like to learn or be part of in the coming year. 

3. After agreeing on your objectives with your supervisor for the next year, fill in the form below. 

a. Weight each objective A, B, or C; A being the objective having the most weight/impact on your 

performance. 

b. Make sure each goal is a SMART goal: Specific, Measurable, Attainable, Realistic, and Time-Bound 

 

Performance Objective: Weight of 

Objective 

(A,B,C) 

How will I 

know I am 

successful? 

Due date: Comments: 

Business Objective 1:     

Business Objective 2:     

Business Objective 3:     

Business Objective 4:     

Personal Objective 5:     

 

I have read and understand my objectives and how they support our overall, organizational objectives.  

Employee: _____________________________________ Date: __________ 

 


