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Introduction

Performance management is much more than employee reviews, providing feedback or giving praise; it’s 
a very specific style of managing employee performance that should be aided by a robust, intuitive and 
easy-to-use performance management system.

However, finding the right system for your organization can be overwhelming. With so many solutions on 
the market, how does one narrow it down, demo the solution, come to a purchasing decision, get buy-in 
and then deploy?! It’s a lot to take in and many factors go into the purchasing decision that you might not 
even realize, until you’re stuck in a contract with a system that doesn’t best serve your team.

To avoid the mistake of investing in the wrong performance management system, we’ve created this 
vendor-neutral buyer’s guide for you to consult during your process. It’s packed with insight and advice 
on key features to consider in a system, questions to ask of your performance management needs, a 
breakdown of potential costs and more!
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Why is a proper performance management 
system important?

Performance management is necessary to ensure the success of the company and the growth of the 
employees therein. Most likely, you are revamping a performance management process, and you’ll need 
software to help manage, track and analyze performance better than the system you are currently using 
whether it’s manual or software in need of an upgrade.
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A Mismatch Between Today’s Modern Workplace & 
Old Performance Management Models

Today’s workforce thrives on constructive feedback and opportunities for growth, so it stands to 
reason that an outdated performance management process or one that doesn’t coincide effectively 
with your culture needs to be reevaluated.
 
The modern workplace functions best with a performance management system that incorporates 
developing and tracking meaningful goals. Companies with “best in class” talent management 
programs are 26% more likely to be using performance management software. When clear, 
actionable and aligned goals are not only set at the beginning of the year, but consistently tracked, 
the performance review process becomes less daunting. A modern performance management 
software should not only make administering reviews easier on your HR team, it will ideally make 
appraisals more effective for your employees.
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w
Improved HR & Recruitment Functions
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Effectively aligning goals leads to a better understanding of company goals and what it takes to 
reach those goals. This helps the recruiting department because they can narrow down their search 
by recruiting for specific skills new hires will need to thrive in your company’s goal-driven culture. 
Additionally, job descriptions can be rewritten to more closely reflect an organization that is dedicated 
to reaching goals through the right kind of employee engagement and development. And this kind of 
in-depth and proactive way to track employee performance will help to continuously improve overall 
Quality of Hire.

The cost for the annual performance review process is about $120,000 just in the value of 
time spent. 

Companies with engaged employees have 8.6% higher profit margins than companies with a larger 
share of disengaged employees. 

9 in 10 managers are dissatisfied with how their companies conduct annual performance reviews.

The Need to Update Your Performance Management System is Greater Than You Think

http://www.clearcompany.com
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The antiquated processes in many organizations don’t adequately adapt to or support the next 
generation of the workplace. Your organization needs a performance management system that 
emphasizes regular performance and coaching between employees and their managers.

Before you begin your search for the best performance management system, you need to identify the 
specific problems it should solve.

You’ll also need to identify key stakeholders and decision makers who will be a part of this process to 
ensure you’ve considered the problems they face with performance management.
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Common reasons to invest in a new performance management system include:

1. A need to improve business outcomes
2. Develop employees
3. Align company goals
4. Raise performance standards
5. Retain high performing employees
6. Improve employee relationships
7. Increase meaningful work for employees
8. Build teams and increase engagement
9. Identify opportunities for succession planning and advancement
10. Give employees a clear path to promotion
11. Provide better feedback to employees 
12. Make goals and objectives more clear

What problems does a performance 
management system solve?
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To Do: List out each stakeholder by name, title, department, their role in the decision making process 
and the challenges they face in performance management. Make sure that there is a crystal clear outline 
of what the new performance management system is expected to do by all, and come to a collective 
agreement on which issues will need to be solved within the new system. Segment out by need-to-have 
and nice-to-have features. This will make sure the most important aspects of the system are included in 
case no one solution can solve absolutely every challenge.

Lastly, make sure the business case for the new performance management system is outlined. You’ll 
need to clearly show that the problems you and other stakeholders have laid out are in fact affecting 
performance. Make sure to include metrics to illustrate your points.

The current estimated or actual time spent managing your performance review process.

Data showing the positive impact teams experience after implementing a performance management 
system – review sites such as G2Crowd tend to have this data easily available.

Analyst findings/reports around companies with performance management systems in place. Firms 
like Gartner and Forrester have plenty of research on this topic.

You can use the following metrics:

http://www.clearcompany.com
http://offers.clearcompany.com/evaluating-performance-management-systems-toolkit


The old standards of performance management relied heavily on the formality of mid-year goal 
assessments and year-end performance reviews. This, however, is not a good solution for your modern 
workforce. Your strategies and the way employees work in the office has changed, and your performance 
management system should too. Today’s employees need a platform on which they can receive 
constructive feedback on goals and tasks from their supervisors to assess how they can improve at work 
and be held accountable to those goals. A performance management system should have the ability to 
analyze data from employee performance and also spark developmental conversations between the 
employees and their supervisors.

What features should a performance 
management system offer?
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In addition, a performance management system should provide:

Basic Functions Unique Functions

• Set team and individual goals
• Easily deploy performance reviews
• Easily collect appraisal information
• Export performance data
• Use performance data to inform managers 
      of top performers

• Align and manage goals
• Allow goal and task feedback from managers
• Real time progress updates
• Visual representation of progress goals 
      and resources
• Public recognition functions for engagement
• Social collaboration elements
• 360 performance reviews
• Customizable Review workflows
• Reporting capabilities
• Compensation planning tools or integrations

http://blog.clearcompany.com/the-conversation-process-every-manager-should-follow-in-employee-reviews
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The following features and questions should be asked of the systems you are evaluating. Make sure to 
consult the rest of your team and consider other departments who will be affected by your purchasing 
decision, like Operations.

What are the key deciding factors to 
consider when investing in a performance 

management system?
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Performance Database

Because this system is responsible for tracking important performance data, you need to know where it’s 
being hosted and ensure it’s available to you in the format you need.

Ask the following questions:

• What is the system hosted on and is the data file fast, reliable and able to grow?
• How is data exported and can it integrate into other systems?
• What security measures does the system provide to protect employee data and can 
      role-based access be provided?

http://www.clearcompany.com


Every performance management process 
is at least a little different and it can be 
challenging to really know if a vendor can 
accommodate all of your company’s unique 
elements. We recommend sending an 
example review to your vendors before a 
demo, and asking them to personalize their 
walkthrough to your needs. 

The platform you invest in should have 
a user interface and experience that 
accommodates how your employees work 
best. Make sure to consider how your most 
tech-savvy and least tech-savvy employees 
may navigate the system.

Software Flexibility

User Experience
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Ask the following questions:

Ask the following questions:

• Can I see how to program a review?
• Can I create my own response scales?
• How does the system notify or 

remind employees that a review cycle 
is open? Can I make changes to 
those notifications?

• What does the review look like once it
is completed? How can I format 
the data?

• Who will be using the system and how
will they use it?

• What is the technology experience 
level of the average user and how 
does this system accommodate those 
who aren’t as tech-savvy?

• How much time can be allocated to 
onboarding and train for the 
new system?

• If our employees have technical issues
completing reviews, who will help 
them – my team or yours?

Performance information will likely need 
to be shared between employees and 
managers, other departments, other internal 
software such as project management tools 
and even third-party administrators.

Integration Ask the following questions:

• What information needs to be shared 
with our other systems?

• Who needs to be able to access 
performance data?

• Will any third-parties need to have 
access to performance data?

http://www.clearcompany.com
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Training & Support

Functionality

Up-front training is a must, but ongoing training also needs to be considered as new 
employees join the system after implementation. Is this something the system will provide 
through customer support or will it be managed internally?

The system you invest in must incorporate your need-to-have functions and should also have 
the ability to grow with the needs of your future workforce.

Ask the following questions:

Ask the following questions:

• Do you have the budget, bandwidth and resources to manage training internally or do you 
need the system to provide ongoing training support?

• What level of training is required for the various roles within your organization and does 
the system provide the level of granularity you need?

• Which features do we need to have in the system today?
• Which nice-to-have features will be need-to-have in the future and can this system provide 

those needs?

Implementation

Deploying a new system, whether you’re moving from a manual one or another vendor, needs 
to run smoothly so performance management isn’t disrupted.

Ask the following questions:

• How can data be transferred and organized into the new system?
• What do we need from the IT department to get the new software up and running 

and maintained?

http://www.clearcompany.com


Cost

The typical pricing models for performance management systems are pay-per-user, pay-per-
employee and pay-per-appraisal. Prices range from $3 to $10 per user or employee with set 
up fees starting anywhere from $800 to $2,000.

Ask the following questions:

• What pricing model best fits our budget and needs?
• What factors are rolled into pricing, and what features are not included in the costs 

proposed to us?
• What are typical payment terms?
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Don’t be fooled by a beautiful interface that appears to have all of your needs. You’ll also want 
to evaluate the provider itself.

Ask the following questions:

• How long has the vendor been in business, and how many clients use their software?
• What industries and size of businesses does the vendor typically serve?
• Who guides the development of the software, and are customer suggestions 

often implemented?
• What types of customer reviews does the company receive, and how do they act on 

negative reviews?
• What awards has the vendor received?
• How are their technical and customer support functions rated?
• What does their customer service program look like?

Vendor

Identifying the challenges within your organization tied to performance management, outlining key 
stakeholder’s concerns, evaluating need-to-have and nice-to-have features of today and tomorrow 
and evaluating the vendor as a service provider are all key components of the buying process. We 
hope this buyer’s guide has you thinking about all of the long-term components that go into making 
such an important purchasing decision for your business.
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