Digital Performance Management: Building a Strategic Closed-Loop System
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Traditional performance management models often fall short in supporting strategy implementation due to fragmented stages, misalignment between performance objectives and strategy, and delayed feedback [2]. In response, strategic human resource management (HRM) reframes how human resources generate strategic value [4]. Effective implementation of strategic HRM requires a strategically aligned performance management system [1]. Advances in digital technologies enable the development of a closed-loop performance management system, thus supporting strategic HRM.
1. Preparation and Goal Setting: From "Task Assignment" to "Strategic Alignment"
In traditional management systems, when organizational goals are cascaded from top to bottom, information is often lost or distorted. Organizations often lack a clear alignment mechanism between departmental and individual goals, which reduces goal setting to task assignment. This undermines the direct linkage between organizational strategy and individual performance.
With the support of digital technologies, organizations with established management systems can leverage digital collaborative platforms to develop an integrated OKR/KPI system, to achieve cascading and visual alignment from organizational goals to departmental and individual goals [3]. Organizations can set target ranges based on historical data to ensure that goals at all levels are both challenging and strategically aligned. Meanwhile, the system tracks target changes and supports rapid updates in response to strategic changes.
From a strategic perspective, this mechanism helps ensure that employees clearly understand the linkage between their work and organizational strategy, thereby aligning individual goals with the strategy from the outset.
2. Process Management and Coaching: From "Post-hoc Assessment" to "Strategic Monitoring"
In traditional management practices, managers lack real-time visibility into employees’ work progress, resulting in coaching and feedback being often delayed relative to the implementation process. With the support of digital technologies, project management tools and business systems can track work progress and generate comprehensive process data. Managers can monitor team progress using real-time dashboards and intervene promptly to provide coaching when anomalies are detected, ensuring that strategy implementation does not deviate from its intended course.
From a strategic perspective, this model transforms traditional after-the-fact assessment into real-time management, making the strategy implementation process observable and manageable, thus improving the effectiveness of strategy implementation.
3. Evaluation and Rating: From "Subjective Impression" to "Identifying Strategic Contributors"
In traditional management practices, performance evaluation often relies on managers’ subjective impressions, is susceptible to cognitive biases such as the halo effect, and makes it difficult to measure employees’ contributions to strategic goals objectively [5]. With the integration of multi-source data, including project completion status, milestone achievement rates, and collaboration data, the system supports automated aggregation and distribution of 360-degree assessments, enhancing anonymity and processing efficiency.
From a strategic perspective, this mechanism enhances the objectivity of performance evaluation, helping identify employees who have made substantive contributions to strategic goals.
4. Performance Interview and Feedback: From "Perfunctory Communication" to "Strategic Consensus Building"
In traditional management practice, it is difficult to retain interview records, feedback lacks continuity, and annual performance interviews are often a mere formality, failing to truly play the role of communicating strategy and building consensus.
At the digital level, the system has built-in interview templates to guide managers to conduct interviews based on data such as target completion rates and records of significant events, highlighting employees' contributions to strategy; interview minutes are kept online to form a continuous performance file, facilitating employees' self-review and management follow-up.
At the strategic value level, the mechanism transforms feedback from an "annual ritual" to a "standardized dialogue", which continuously strengthens employees' understanding and recognition of strategic goals, thus effectively enhancing the organization's strategic consensus.
5. Results Application and Improvement: From "Compensation Distribution" to "Strategic Talent Decisions"
In traditional management practice, assessment results are mainly used for salary and bonus distribution, without systematic analysis of strategic talent issues at the organizational level, resulting in a disconnect between performance data and key talent decision-making.
At the digital level, performance data is linked with the human resources information system, automatically associated with salary adjustments, bonus calculations, and talent inventories; the system supports performance analysis at the organizational level, such as departmental performance distribution and profiles of high performers.
At the strategic value level, the mechanism breaks down data silos, identifying talent to be cultivated, promoted, or assigned to key positions, all supported by data to ensure that talent allocation effectively serves the strategic needs of the organization.
Conclusion
Digital performance management contributes to organizational value not only through technological implementation, but also by embedding strategic alignment and talent decision-making into process management, thereby enabling a fundamental shift from focusing on process efficiency to achieving strategic effectiveness.
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