Implementing Performance Appraisals and MBOs 
Executive Summary March 5 2025
Objective: The goal of the Performance Appraisal and MBO (Management by Objectives) program at ET Investments is to align individual performance with the company’s strategic priorities, ensuring that both employee growth and organizational objectives are achieved. This system will drive accountability, encourage active employee engagement, and allow for flexibility in adjusting objectives as business needs change.
Key Components of the Performance Appraisal Process:
1. Employee Involvement and Goal Setting:
· Collaborative Approach: Employees will work closely with their direct managers to set their own goals based on their job descriptions, ensuring alignment with both personal development goals and company priorities. Every employee should have a clear understanding of the core expectations and responsibilities for their job regardless of whether their compensation is specifically tied to MBOs. 
· Management and Executive Approval: Once the employee and manager agree on the objectives, they will be submitted for executive review and sign-off, ensuring that all MBOs align with overall company goals.
2. SMARTe Objectives: A great objective follows the SMARTe framework, ensuring that it is clear, actionable, and aligned with both individual and company goals. SMARTe stands for:
· Specific: The objective should be well-defined, with a clear outcome in mind. Ambiguity leads to confusion, so ensure the goal focuses on a distinct area or action.
· Measurable: You need to be able to track progress and know when the goal has been achieved. This often involves setting numerical targets or defining qualitative measures.
· Achievable: The objective must be realistic, given the resources, time, and support available. It should stretch the individual but still remain within reach.
· Relevant: The goal should align with the broader strategic objectives of the company and be relevant to the individual’s role. Each objective should contribute to the success of ET Investments.
· Time-Bound: Every goal should have a deadline or a clear time for achievement. This drives urgency and ensures the employee stays focused on achieving it within a set period.
· Evaluated (SMARTe): The objectives should be regularly evaluated during the quarterly reviews and monthly updates, allowing for adjustments based on business needs or personal progress.
By following the SMARTe approach, employees and managers can ensure that objectives are both meaningful and actionable, providing clarity on expectations and how success will be measured.
MBO Implementation Overview
At ET Investments, the Management by Objectives (MBO) approach plays a critical role in aligning individual performance with the company’s broader strategic goals. This section outlines our process for implementing MBOs, focusing on how they will be applied, who is best suited for this compensation structure, and how MBOs will be paid out.
Who is Best Served by MBOs?
Not all roles within ET Investments lend themselves to MBO-based compensation. MBOs work best for individuals in positions where performance is easily measurable and directly tied to key business outcomes. This includes roles in leadership, management, sales, and other results-driven functions. These positions benefit from the focus and clarity that MBOs provide, as they can directly impact business metrics such as revenue, profitability, or market growth. Individual managers should reassess each year who should and who should not be on an MBO type program and adjust as needed.  
Purpose and Benefits of MBOs
The MBO process is designed to create clear, measurable objectives that empower employees to take ownership of their performance, while directly contributing to the company’s overall success. Through this approach, we foster a culture of accountability, clarity, and growth, ensuring that both individual and organizational goals are achieved.

Monetary Structure: How MBOs Will Be Paid
To ensure a balanced and fair reward system, MBOs at ET Investments will be paid out based on two key factors:
1. Company Performance (50%): Half of the bonus will be tied to how well the company performs during the fiscal year. If the company meets or exceeds its financial targets, the full bonus amount will be available for payout. However, if the company underperforms, the overall pool of MBO money will be reduced accordingly, reflecting the organization’s financial health.
2. MBO Attainment (50%): The other half of the bonus will be directly linked to the achievement of personal MBOs. Each employee on an MBO plan will be assessed based on their performance against their predefined objectives.
Variable Payout Structure:
· If the company does well: Full MBO bonuses will be paid, reflecting both individual performance and company success.
· If the company underperforms: The overall MBO payout pool will be reduced proportionately, ensuring that bonuses reflect the financial realities of the business.
· If the company exceeds expectations: Exceptional company performance will result in a bonus multiplier, allowing MBO payouts to exceed 100%. Employees could receive 125% or more of their targeted bonus, rewarding both personal and company success.
This structure ensures that employees are not only rewarded for meeting their individual objectives but also for contributing to the broader success of the business.

Performance Profiles for All Employees:
For employees not on MBO plans, it is still essential that they have a clear understanding of the expectations for their role. Every employee at ET Investments will have a Performance Profile that outlines the key competencies, responsibilities, and objectives expected in their position. Managers are responsible for creating this performance profile for all their direct reports. This ensures transparency and provides a clear path for accountability and success, regardless of whether MBO-based bonuses are part of their compensation.
In addition, each employee will have a Development Plan that outlines specific goals to help them improve their career trajectory, gain new skills, and receive further training. These development goals will be discussed during formal reviews, and progress will be measured throughout the year, ensuring a continuous focus on professional growth.

Review and Continuous Feedback
· MBO Creation and Sign-Off: MBOs will be established annually and signed off by the second week of December.
· Quarterly and Monthly Reviews: Employees on MBO plans will have formal quarterly updates on progress and monthly 1:1 meetings with their manager to track performance and adjust, as necessary. It is the responsibility of the employee who is on an MBO plan to provide meaningful and measurable updates on specific MBOs. These should be discussed in regular 1:1 meetings and reviewed more formally each quarter. 
· Annual Performance Reviews: For all employees, regardless of whether they are on an MBO plan, annual reviews will cover both performance against objectives and progress on their development plans.
Conclusion
The MBO system at ET Investments provides a structured yet flexible approach to incentivizing high performance and aligning individual efforts with the company’s strategic goals. By rewarding both personal achievement and company success, MBOs encourage a culture of accountability and growth while offering employees a clear understanding of their role and development opportunities.

3. Timeline for MBO Creation and Review:
· Performance Appraisal Deadline:  An annual formal Performance Appraisal process should be completed by November 15th each year.
· MBO Creation Deadline: All MBOs for the upcoming year must be finalized by the end of November 2024 and signed off by the second week of December.
· Quarterly Reviews: Formal reviews of progress and/or necessary adjustments will take place in writing at the end of each quarter (March, June, September, and November). This ensures objectives remain aligned with any evolving business strategies.
· Monthly Updates: Monthly updates will be conducted during 1:1 meetings between the employee and their direct manager. These updates provide ongoing feedback and allow for incremental adjustments if needed.
4. Tracking and Adjustments:
· Formal Quarterly Updates: Employees will provide a written update on their progress each quarter. These updates will outline progress on objectives and any necessary adjustments based on business pivots or new challenges.
· Monthly Check-Ins: During monthly 1:1s, both the employee and manager will discuss ongoing performance, potential blockers, and areas of improvement. This allows for proactive support and course correction.
5. Flexibility and Alignment with Business Goals:
· Dynamic Adjustments: If business priorities shift, MBOs can be updated to reflect new directions. This flexibility ensures that employee efforts are consistently aligned with the evolving needs of ET Investments.
· Balancing Individual and Company Success: While individual MBOs remain important, their payouts may be adjusted based on the financial health and performance of the overall business to ensure sustainability.
6. Clear Communication and Transparency:
· Ongoing Feedback: Employees will receive ongoing feedback to ensure they stay aligned with both their objectives and the company’s evolving needs. Transparency will be emphasized, especially when changes are required.
· Structured Support: Managers will provide the necessary support and resources to help employees achieve their MBOs, encouraging both personal development and company growth.
Summary of Key Dates for MBO Implementation:
· Performance Appraisal Deadline: By the second week of November annually.
· MBO Finalization Deadline: By the 2nd week of December each year.
· Quarterly Update Deadlines: March, June, September, and November.
· Monthly 1:1 Updates: Conducted in the first week of each month between the employee and their manager.
Competency Models
A formal competency model has been developed for non-managers, managers and agency presidents. These competencies models can be used in the formal appraisal process as well as any MBOs that were developed specifically for the current year. These models may be adjusted to accommodate specifics and are designed to give employees guidance on strengths, weaknesses and opportunities for development. These were developed in conjunction with key leaders in the company. See each attached competency model below: These documents along with any MBO should be used in the annual performance appraisal process. 


Resources for Further Education
The 15 Best Employee Development Ideas for 2024 (11 Minutes)
https://www.edstellar.com/blog/employee-development-ideas
Strategies for Effective Career Development Conversations (15 Minutes)
https://lattice.com/library/how-to-have-successful-employee-development-conversations
8 Best Practices for Employee Career Development Programs (8 Minutes)
By Onyeka Ndukwe on August, 16 2021
https://resources.hrsg.ca/blog/best-practices-for-employee-career-development-programs
UX Hiring: The Performance Profile is a Game Changer
https://articles.centercentre.com/ux-hiring-the-performance-profile-is-a-game-changer/
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