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Abstract 
This paper examines the relationship between performance management systems and employee engagement in Nigerian 

private sector organisations. The study specifically analyses three critical dimensions of performance management 

comprising performance appraisal mechanisms, goal setting and alignment, and performance feedback and coaching and 

investigates how these factors influence employee engagement outcomes, including work motivation and enthusiasm, 

organisational commitment, and job satisfaction and well-being. Drawing on secondary data from academic literature, 

industry case studies, and organisational practice reports, in this paper, the revealed evidence indicates that performance 

management systems are strongly associated with higher levels of employee engagement when they are transparent, 

inclusive, and aligned with organisational objectives. The paper concludes that effective performance management systems 

are essential for driving employee engagement and organisational performance. Recommendations include implementing 

transparent and inclusive appraisal processes, ensuring clear goal alignment, providing regular and constructive 

feedback, and integrating performance management with other HR practices. 
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1.1 Introduction 
Employee engagement has emerged as a critical concern for Nigerian private sector organisations seeking to maintain 

competitive advantage in a challenging and rapidly evolving business environment. Engaged employees are more 

productive, more innovative, and more likely to remain with their organisations, making engagement a strategic imperative 

for organisational success. However, many Nigerian organisations struggle to maintain high levels of employee 

engagement, with disengagement driven by factors including inadequate recognition, limited career development 

opportunities, poor management practices, and challenging working conditions (The Cable, 2026). Performance 

management systems the processes through which organisations set goals, evaluate performance, and provide feedback 

have been identified as a critical determinant of employee engagement, shaping employees' perceptions of fairness, 

recognition, and developmental support (Adetola, 2025). 

Performance management systems, in the context of this paper, refer to the systematic processes through which 

organisations set performance expectations, evaluate employee contributions, and provide feedback and developmental 

support (Adetola, 2025). These systems encompass three critical dimensions: performance appraisal mechanisms, which 

determine how employee performance is evaluated; goal setting and alignment, which establish clear expectations and 

connect individual contributions to organisational objectives; and performance feedback and coaching, which provide 

employees with guidance and support for improvement. Effective performance management systems are transparent, 

inclusive, and aligned with organisational objectives, creating the conditions for employee engagement and high 

performance (Adedipe & Adegoke, 2025). 

Employee engagement, the dependent variable in this analysis, refers to the emotional commitment and discretionary effort 

that employees bring to their work (Businessday, 2026). Engaged employees are passionate about their work, committed 

to organisational success, and willing to go beyond minimum requirements. Engagement is measured through work 

motivation and enthusiasm, organisational commitment, and job satisfaction and well-being. Research has shown that 

engaged employees are more productive, more innovative, and less likely to leave their organisations, making engagement 

a critical driver of organisational performance. 

The importance of performance management for employee engagement is well-established in the literature. Research has 

shown that strategic reward systems an integral component of performance management significantly influence employee 

performance and engagement. Adedipe and Adegoke (2025) found that all three components of the reward system 

significantly influence employee performance (R² = 0.551, F(3,174) = 56.82, p < 0.001). Strategic alignment had the 

strongest effect (β = 0.476, p < 0.001), followed by monetary rewards (β = 0.414, p < 0.001) and non-monetary rewards (β 

= 0.264, p < 0.01). These findings underscore the importance of strategically designed performance management systems 

for driving engagement and performance. 

The Nigerian private sector has seen significant developments in performance management practices. Sabre Nigeria 

transformed performance management from a compliance exercise into a strategic driver of employee engagement and 

organisational growth by implementing Soft SUITE Performance Management, a system designed to handle complexity 

without sacrificing clarity (Soft Alliance, 2026). Cadbury Nigeria has been recognised for excellence in performance 

management, diversity, and employee engagement, winning multiple HR awards including Outstanding Employee 

Engagement (Vanguard, 2024). These examples demonstrate that effective performance management can drive 

engagement even in challenging environments. 

However, significant challenges persist. Research has shown that performance appraisal systems in the Nigerian private 

sector vary widely in their effectiveness, with many organisations failing to align appraisal practices with strategic 

objectives or provide quality feedback (Adetola, 2025). The correlation between the frequency of performance appraisals 

and employee productivity, the effect of feedback quality on job satisfaction, and the effect of training and development 

opportunities identified during performance appraisals on employee turnover are critical areas requiring investigation. 

This paper focuses on three critical dimensions of performance management systems that influence employee engagement 

in Nigerian private sector organisations. First, performance appraisal mechanisms, encompassing the effectiveness of 

performance evaluation processes, feedback systems, and appraisal methods. Research has shown that fair and consistent 

performance appraisals significantly enhance employee motivation (Adetola, 2025). Second, goal setting and alignment, 

encompassing the clarity of performance objectives, cascading of organisational goals, and alignment with employee roles. 

When appraisal criteria are directly linked to strategic goals, employees have a clearer understanding of how their roles 

contribute to organisational success. Third, performance feedback and coaching, encompassing the quality and frequency 

of performance feedback, coaching, and developmental support. The effect of feedback quality during performance 

appraisals on the level of employee job satisfaction is a critical area of investigation. The selection of these three dimensions 

as the scope of this paper enables comprehensive analysis across different mechanisms through which performance 

management systems affect employee engagement, from evaluation to alignment to feedback. This scope is reflected 

throughout the analysis, with each dimension examined in relation to the specific challenges and opportunities evident in 

available data. 
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2.1 Conceptual Review 

2.1.1 Concept of Performance Management Systems 
Performance management systems refer to the systematic processes through which organisations set performance 

expectations, evaluate employee contributions, and provide feedback and developmental support. These systems are 

designed to align individual performance with organisational objectives, identify areas for improvement, and recognise and 

reward high performance. Effective performance management systems are transparent, inclusive, and aligned with 

organisational objectives, creating the conditions for employee engagement and high performance (Adedipe & Adegoke, 

2025). 

The strategic goals of an organisation influence the design and outcomes of performance appraisal systems. Organisations 

with a clear strategic vision tend to align their appraisal practices with broader business objectives, ensuring that individual 

performance metrics contribute to overall organisational success. When appraisal criteria are directly linked to strategic 

goals, employees have a clearer understanding of how their roles contribute to the organisation's success, leading to higher 

levels of motivation and performance (Adetola, 2025). This alignment also facilitates better identification of training and 

development needs, helping organisations to build capabilities that support their long-term strategic goals. 

Performance management systems encompass multiple components, including goal setting, performance evaluation, 

feedback provision, coaching, and reward determination. These components should be integrated to create a coherent 

system that supports employee development and organisational performance. Organisations that integrate performance 

appraisal systems with other HR practices, such as training, development, and succession planning, tend to achieve more 

significant improvements in employee performance and organisational outcomes (Adetola, 2025). 
 

2.1.2 Employee Engagement 
Employee engagement refers to the emotional commitment and discretionary effort that employees bring to their work. 

Engaged employees are passionate about their work, committed to organisational success, and willing to go beyond 

minimum requirements. Employee engagement is distinct from job satisfaction, which refers to contentment with one's 

job, and organisational commitment, which refers to attachment to the organisation. Engagement encompasses active 

involvement, enthusiasm, and a willingness to invest discretionary effort (Businessday, 2026). 

Employee engagement is influenced by multiple factors, including the quality of leadership, opportunities for development, 

recognition and reward, work-life balance, and the nature of the work itself. Performance management systems play a 

critical role in shaping engagement by establishing expectations, providing feedback, recognising contributions, and 

supporting development. When performance management systems are perceived as fair, transparent, and developmental, 

they enhance engagement; when they are perceived as arbitrary, punitive, or disconnected from organisational goals, they 

undermine engagement. 

Research has shown that engaged employees are more productive, more innovative, and less likely to leave their 

organisations. Unilever Nigeria's UNIVOICE survey achieved an 86% response rate in Nigeria, which is a sign of a highly 

engaged workforce (Businessday, 2026). Cadbury Nigeria has been recognised for Outstanding Employee Engagement, 

reflecting the company's success in creating an engaged workforce (Vanguard, 2024). 
 

2.1.3 Performance Management and Employee Engagement 
The relationship between performance management systems and employee engagement is both direct and reciprocal. 

Effective performance management enhances engagement by providing clarity, recognition, and developmental support; 

engaged employees, in turn, perform better, making performance management more effective (Adedipe & Adegoke, 2025). 

Research has demonstrated that performance management systems significantly influence employee engagement. Adedipe 

and Adegoke (2025) found that strategic reward systems an integral component of performance management significantly 

influence employee performance and engagement. Green performance appraisal positively and statistically affects the 

behavioural engagement of employees in fintech organisations in Lagos State (RePEc, 2026). These findings underscore 

the importance of performance management for driving engagement. 

The quality of feedback during performance appraisals has a positive impact on employee job satisfaction, while training 

and development opportunities identified during performance appraisals positively affect employee turnover (Adetola, 

2025). These findings highlight the importance of developmental approaches to performance management that focus on 

growth and improvement rather than simply evaluation. 
 

2.2 Theoretical Framework 
This paper adopts the Goal-Setting Theory as the primary theoretical framework for understanding the relationship between 

performance management systems and employee engagement in Nigerian private sector organisations. Developed by 

Edwin Locke (1968), Goal-Setting Theory posits that specific and challenging goals, accompanied by appropriate 
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feedback, lead to higher performance. The theory emphasises that goals must be clear, challenging, and accepted by 

employees to be effective. 

In the context of performance management and employee engagement, Goal-Setting Theory explains why performance 

management systems that establish clear goals and provide regular feedback enhance employee motivation and 

engagement. When employees understand what is expected of them and receive feedback on their progress, they are more 

motivated to perform and more engaged in their work. The theory also highlights the importance of goal acceptance: 

employees who participate in goal setting are more likely to accept and commit to goals. 

Goal-Setting Theory is particularly relevant for analysing performance management in Nigerian private sector 

organisations because it explains why goal clarity and alignment are critical for engagement. When appraisal criteria are 

directly linked to strategic goals, employees have a clearer understanding of how their roles contribute to the organisation's 

success, leading to higher levels of motivation and performance (Adetola, 2025). The theory also explains why feedback 

quality is important: feedback provides information about progress toward goals, enabling employees to adjust their efforts 

and improve performance. 

The theory also illuminates the role of feedback in the performance management process. Regular, constructive feedback 

helps employees understand their progress toward goals and identify areas for improvement. When feedback is perceived 

as fair and developmental, it enhances engagement; when it is perceived as arbitrary or punitive, it undermines engagement. 
 

3.1 Methodology 
This paper depends heavily on secondary data derived from academic journals, industry reports, company case studies, and 

news media. Data were collected from academic journal articles addressing performance management and employee 

engagement in the Nigerian context; case studies of organisations including Sabre Nigeria, Cadbury Nigeria, and fintech 

firms in Lagos State; industry reports from organisations including the Top Employers Institute; and Nigerian newspaper 

and business media coverage of performance management practices and engagement challenges from 2022 to 2026. The 

gathered data was analysed thematically to draw comprehensive conclusions, identifying recurring patterns across sources 

regarding the relationship between performance management systems and employee engagement, with specific attention 

to evidence of appraisal mechanisms, goal setting practices, feedback quality, and corresponding engagement outcomes. 
 

4.1 Discussion 
In the exploration of the relationship between performance management systems and employee engagement in Nigerian 

private sector organisations, this paper uncovers several critical areas that necessitate careful consideration: the significant 

role of performance appraisal mechanisms in shaping employee perceptions and engagement; the critical importance of 

goal setting and alignment for connecting individual contributions to organisational success; the effectiveness of 

performance feedback and coaching in supporting employee development and motivation; the integration of performance 

management with reward systems; and the strategic approaches adopted by leading organisations to drive engagement 

through performance management. These challenges and opportunities present important insights for organisations seeking 

to enhance employee engagement and organisational performance. 

One of the foremost challenges identified in the exploration relates to the design and implementation of performance 

appraisal mechanisms. Research has shown that performance appraisal systems in the Nigerian private sector vary widely 

in their effectiveness, with many organisations failing to align appraisal practices with strategic objectives or provide 

quality feedback. The correlation between the frequency of performance appraisals and employee productivity, the effect 

of feedback quality on job satisfaction, and the effect of training and development opportunities identified during 

performance appraisals on employee turnover are critical areas requiring investigation. 

Fair and consistent performance appraisals significantly enhance employee motivation, which in turn positively impacts 

job performance. The importance of performance appraisal in recognising and rewarding employees' efforts cannot be 

overstated, as it serves as a critical driver of sustained high performance and job satisfaction. Organisations that implement 

effective and equitable performance appraisals inspire employees to reach optimal performance levels. 

Green performance appraisal positively and statistically affects the behavioural engagement of employees in fintech 

organisations in Lagos State, Nigeria. This finding suggests that innovative approaches to performance appraisal such as 

those incorporating sustainability and environmental considerations can enhance employee engagement by connecting 

individual contributions to broader organisational and societal goals. 

Another pressing concern illuminated in this paper revolves around goal setting and alignment. When appraisal criteria are 

directly linked to strategic goals, employees have a clearer understanding of how their roles contribute to the organisation's 

success, leading to higher levels of motivation and performance. This alignment also facilitates better identification of 

training and development needs, helping organisations to build capabilities that support their long-term strategic goals. 
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Organisations that integrate performance appraisal systems with other HR practices, such as training, development, and 

succession planning, tend to achieve more significant improvements in employee performance and organisational 

outcomes. This integration ensures that performance management is not a standalone activity but is connected to the 

broader talent management ecosystem, supporting employee development and retention. 

The Nigeria Employers' Consultative Association (NECA) has emphasised the importance of performance management 

for organisational effectiveness, with five strategic pillars including aligning HR with business goals, attracting the right 

talent, developing and empowering employees, driving engagement and retention, and leveraging technology and data. 

These pillars reflect the comprehensive nature of performance management, recognising that effective performance 

management requires integration across all aspects of the employee lifecycle. 

Performance feedback and coaching represent a third critical dimension of performance management. The effect of 

feedback quality during performance appraisals on the level of employee job satisfaction is a critical area of investigation. 

When feedback is perceived as fair, constructive, and developmental, it enhances engagement; when it is perceived as 

arbitrary, punitive, or infrequent, it undermines engagement. 

Sabre Nigeria provides an exemplary case of how performance management can be transformed from a compliance 

exercise into a strategic driver of employee engagement and organisational growth. The company implemented Soft SUITE 

Performance Management, a system designed to handle complexity without sacrificing clarity. By adopting this system, 

Sabre Nigeria transformed performance management from a compliance exercise into a strategic driver of employee 

engagement and organisational growth. The key features of the system included handling complexity without sacrificing 

clarity, ensuring that performance management was perceived as fair and transparent. 

The integration of performance management with reward systems represents a fourth critical dimension. Adedipe and 

Adegoke (2025) found that strategic reward systems significantly influence employee performance and engagement. All 

three components of the reward system strategic alignment, monetary rewards, and non-monetary rewards significantly 

influence employee performance (R² = 0.551, F(3,174) = 56.82, p < 0.001). Strategic alignment had the strongest effect (β 

= 0.476, p < 0.001), followed by monetary rewards (β = 0.414, p < 0.001) and non-monetary rewards (β = 0.264, p < 0.01). 

The study concludes that reward systems which are strategically designed—transparent, inclusive, and aligned with 

organisational objectives are essential for enhancing employee performance and maintaining sustained workplace 

engagement (Adedipe & Adegoke, 2025). This finding underscores the importance of integrating performance management 

with reward systems to create a coherent approach to driving performance and engagement. 

The strategic goals of an organisation influence the design and outcomes of performance appraisal systems. Organisations 

with a clear strategic vision tend to align their appraisal practices with broader business objectives, ensuring that individual 

performance metrics contribute to overall organisational success. For example, Zayum, Aule, and Hangeior (2017) 

investigated the alignment of performance appraisal systems with strategic objectives in Plateau State Internal Revenue 

Service, Nigeria, finding that when appraisal criteria are directly linked to strategic goals, employees have a clearer 

understanding of how their roles contribute to the organisation's success, leading to higher levels of motivation and 

performance. 

The Nigerian private sector has seen significant developments in performance management practices. Cadbury Nigeria has 

been recognised for excellence in performance management, diversity, and employee engagement, winning multiple HR 

awards including Outstanding Employee Engagement. The company was named Employer of Choice and received 

recognition for Outstanding Employee Engagement, reflecting its success in creating an engaged workforce through 

effective people management practices. 

However, significant challenges persist. Many Nigerian organisations struggle with performance management practices 

that are perceived as unfair, arbitrary, or disconnected from organisational goals. As one analysis noted, employees become 

disengaged because of specific events: a passed-over promotion, a manager who humiliated them in a meeting, a salary 

review that communicated exactly how little they were valued. These experiences highlight the importance of fair and 

transparent performance management practices for maintaining employee engagement. 

The correlation between the frequency of performance appraisals and employee productivity, the effect of feedback quality 

during performance appraisals on the level of employee job satisfaction, and the effect of training and development 

opportunities identified during the performance appraisal process on employee turnover are critical areas requiring 

investigation. These focal points are crucial for developing a better understanding of performance management processes 

in Nigerian organisations with the view to identifying useful insights that will improve organisational performance and 

employee well-being. 

The recurring pattern across successful organisations is clear: performance management systems that are transparent, 

inclusive, aligned with organisational objectives, and integrated with other HR practices drive employee engagement and 
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organisational performance. Organisations that treat performance management as a strategic priority rather than an 

administrative requirement are better positioned to create engaged productive workforces. 

However, challenges remain. Many organisations struggle to implement effective performance management systems due 

to resource constraints, limited managerial capability, and cultural factors. The lack of formal leadership pipelines in most 

Nigerian and African organisations leaves companies exposed when senior talent exits. This gap in leadership development 

undermines the effectiveness of performance management systems, as managers may lack the skills to provide effective 

feedback and coaching. 
 

5.1 Conclusion 
Based on the issues raised and discussed in this paper, it is observed that performance appraisal mechanisms, goal setting 

and alignment, and performance feedback and coaching are the primary performance management system dimensions 

influencing employee engagement in Nigerian private sector organisations. The evidence reveals that performance 

management systems significantly influence employee engagement when they are transparent, inclusive, and aligned with 

organisational objectives. 

The paper therefore submits that effective performance management systems are essential for driving employee 

engagement and organisational performance in Nigerian private sector organisations. When performance appraisal criteria 

are directly linked to strategic goals, employees have a clearer understanding of how their roles contribute to the 

organisation's success, leading to higher levels of motivation and performance. Organisations that integrate performance 

appraisal systems with other HR practices tend to achieve more significant improvements in employee performance and 

organisational outcomes. Reward systems which are strategically designed transparent, inclusive, and aligned with 

organisational objectives are essential for enhancing employee performance and maintaining sustained workplace 

engagement. 

The paper concludes that Nigerian private sector organisations must adopt a comprehensive approach to performance 

management that addresses all dimensions of the performance management cycle. Clear goal setting provides direction, 

fair appraisal provides recognition, quality feedback supports development, and integrated rewards incentivise 

performance. Without effective performance management systems, organisations will struggle to engage their workforce, 

retain top talent, and achieve sustainable competitive advantage. 
 

5.2 Recommendations 
To address the challenges of performance management and enhance employee engagement in Nigerian private sector 

organisations, the following recommendations are offered based on the findings of this paper: 

i. Organisations should implement transparent and inclusive appraisal processes. Fair and consistent performance 

appraisals significantly enhance employee motivation. Appraisal criteria should be clearly communicated, 

consistently applied, and perceived as fair by employees. Employees should have opportunities to participate in 

the appraisal process and provide input on their performance and development goals. 

ii. Clear goal alignment should be ensured by linking individual performance objectives to organisational strategy. 

When appraisal criteria are directly linked to strategic goals, employees have a clearer understanding of how their 

roles contribute to organisational success, leading to higher levels of motivation and performance. Goals should 

be specific, measurable, achievable, relevant, and time-bound (SMART), and should be cascaded from 

organisational to departmental to individual levels. 

iii. Regular and constructive feedback should be provided throughout the performance cycle, not just during formal 

appraisal periods. The effect of feedback quality during performance appraisals on the level of employee job 

satisfaction is significant. Feedback should be timely, specific, balanced, and focused on development rather than 

criticism. Managers should be trained in effective feedback and coaching skills. 

iv. Performance management should be integrated with other HR practices, including training, development, and 

succession planning. Organisations that integrate performance appraisal systems with other HR practices tend to 

achieve more significant improvements in employee performance and organisational outcomes. Performance 

management should identify development needs, inform training investments, and support career progression. 

v. Strategic reward systems should be implemented that are transparent, inclusive, and aligned with organisational 

objectives.  

vi. Technology should be leveraged to enhance performance management processes. Digital platforms can streamline 

appraisal processes, enable real-time feedback, and provide data analytics to inform performance management 

decisions. 

vii. Managerial capability should be developed to support effective performance management. Managers play a 

critical role in setting goals, providing feedback, and coaching employees. Organisations should invest in 

management development programmes that build skills in performance management, communication, and 

employee development. Formal leadership pipelines should be established to ensure continuity when senior talent 

exits. 
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viii. Employee engagement should be measured and monitored through regular surveys and feedback mechanisms. 

Organisations should implement regular employee engagement surveys, act on feedback received, and 

communicate results to employees to demonstrate that their voices are heard and valued. 
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