Performance Reviews Are
Broken — and the Missing ‘5’
Proves It

Opinions expressed by Entrepreneur contributors are their own.

Key Takeaways

= Rigid rating systems reward compliance over curiosity,
stifling innovation and organizational growth.

» Redefining “exceptional” as continuous learning and
progress fosters engagement and adaptability.

 Replacing scores with story-based feedback transforms
reviews into meaningful, growth-driven conversations.

You've seen it before. The dreaded 5-point performance scale.

Five, the mythical ‘exceptional’. Four, the ‘exceeds


https://rassegna.lbit-solution.it/performance-reviews-are-broken-and-the-missing-5-proves-it/
https://rassegna.lbit-solution.it/performance-reviews-are-broken-and-the-missing-5-proves-it/
https://rassegna.lbit-solution.it/performance-reviews-are-broken-and-the-missing-5-proves-it/

expectations’. Three, the ‘meets expectations’. Two, ‘needs
improvement’. One, ‘uh-oh’.

But no one ever, ever gets a 5.

Managers shy away from giving it because nobody’s perfect. HR
discourages it because it skews the data. And employees rarely
expect it because they’'ve been trained to think ‘good enough’
is all the system rewards. The result is a culture of safe
mediocrity wrapped in the illusion of objectivity.

And that’s exactly the kind of thinking that fuels ‘execution
drift’ — the quiet slide between what leaders say they want
and what employees believe truly matters.

Related: Maximize Employee Retention by Tracking These 20 KPIs

The 5-point scale rewards
compliance, not curiosity

Traditional reviews are built on the idea that performance is
linear, measurable and objective. But human behavior isn’t.
When you compress someone’s contribution into a number, you're
not measuring performance, you’re measuring conformity.

People quickly learn that the safest route to a ‘3’ or ‘4’ is
to play by the rules. Don’t challenge the system. Don’t take
risks. Don’t question assumptions. But strategy requires the
opposite. Organizations need thinkers who ask, “Why are we
doing it this way?”

When a culture signals that perfection 1is unattainable and
curiosity is risky, innovation gets suffocated. And over time,
that suffocation becomes systemic. Teams stop imagining new
possibilities, stop raising uncomfortable questions and stop
seeing their work as a space for discovery. That’s not just a
performance issue; it’s a competitive one.
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A ‘5’ shouldn’t mean perfection, it
should mean progress

The problem with the 5-scale isn’t the math but a mindset. It
assumes ‘exceptional’ means flawless execution, not
exceptional growth.

High performance looks messy. It’'s filled with experiments,
missteps and learning loops. Yet most review systems penalize
that. A true “5” performer isn’t someone who never errs; it's
someone who continuously learns, adapts and uplifts others.

If you redefined the top of the scale as progressive behavior
rather than perfect behavior, you’'d see a lot more fives and a
lot fewer disengaged fours. Imagine a system where
“exceptional” meant someone who rethinks a process that no
longer serves the business or takes a strategic risk that
teaches the organization something new. That'’s real value
creation.

Ratings don’t reveal mindsets, they
reinforce them

The moment you assign a number, you frame the conversation
around judgment, not growth. The review becomes a defense
exercise: “Why didn't I get a 5?” instead of “What do I need
to think or do differently next time?”

That's the trap of measurement obsession. It focuses on the
output, not the operating system. The beliefs, assumptions and
mental models driving behavior. And when organizations don’t
explore how employees think, they lose sight of the very
mechanisms that make strategy stick.

This 1s why shifting reviews toward mindsets and behaviors
matters. It transforms evaluation from a backward-looking
audit into a forward-looking dialogue. It’'s not about



“grading” people, it’s about guiding them toward alignment
with strategy.

The cost of the “no one gets a 5”
culture

When employees know that top ratings are off-limits, they stop
striving for them. The system quietly communicates: “Don’t
bother going above and beyond. It won’t count anyway.”

This erodes engagement and ambition, creating the very
performance plateau leaders then try to fix with new incentive
programs or management frameworks. The irony is that those
efforts often fail for the same reason — because they focus on
what people do, not why they do it.

A performance system that treats excellence as unattainable
breeds safe, predictable and ultimately stagnant behavior. And
that stagnation doesn’t just impact individuals. It erodes
organizational adaptability. When employees stop aiming for
exceptional, the organization stops evolving.

Related: How I Discovered the Incredible Power of Employee
Engagement

Replace scores with stories

The best organizations are replacing numeric scales with
narrative evaluations — conversations that explore thinking,
choices and mindset shifts. Instead of ‘you’re a 4', imagine
hearing:

“You demonstrated curiosity by questioning our assumptions
about customer feedback. You took a risk, reframed the
problem, and helped the team see a new path forward.”

That’s feedback people can act on. It builds alignment,
confidence and a shared understanding of what great looks
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like.

Story-based evaluations also give you richer insight into
what's really driving or blocking performance. They capture
the ‘how’ behind the ‘what’, and that’s the key to closing the
execution gap.

Related: 10 Tips to Boost Employee Productivity and Skyrocket
Performance

The bottom line

If no one ever gets a ‘5’, the problem isn’t the people, it'’s
the system.

Performance reviews should be a mirror for growth, not a
scoreboard for compliance. When you focus on mindsets and
behaviors instead of numeric perfection, you don’t just
evaluate performance, you evolve it.

The true ‘5’ isn’'t the flawless employee. It’'s the one who
keeps learning, keeps asking and keeps helping the
organization move closer to achieving its strategy every day.

Key Takeaways

= Rigid rating systems reward compliance over curiosity,
stifling innovation and organizational growth.

 Redefining “exceptional” as continuous learning and
progress fosters engagement and adaptability.

 Replacing scores with story-based feedback transforms
reviews into meaningful, growth-driven conversations.

You’'ve seen it before. The dreaded 5-point performance scale.

Five, the mythical ‘exceptional’. Four, the ‘exceeds
expectations’. Three, the ‘meets expectations’. Two, ‘needs
improvement’. One, ‘uh-oh’.
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