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Abstract 

This scientific article explores the importance of performance management systems in the 
field of tax consulting. The study emphasizes the role of performance management in 
maximizing efficiency, enhancing employee motivation, and gaining a competitive 
advantage in tax consulting firms. The research utilizes a qualitative content analysis of 
existing literature to address the research question regarding the significance of 
performance management in tax consulting. The findings reveal that performance 
appraisal systems, regular feedback, strategic goal setting, and continuous competence 
development are crucial aspects of performance management in tax consulting. 
Implementing these practices can improve performance, motivate employees, and ensure 
the competitive position of tax consulting firms. The article concludes that understanding 
and effectively implementing performance management strategies can contribute to the 
success and growth of tax consulting firms in the market. Further research can focus on 
specific strategies and best practices to optimize performance management in the context 
of tax consulting. 
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1. Introduction 

The significance of performance management in the field of tax consulting can be 
effectively explored. It is evident that the primary objective of a company lies in delivering 
value through its products or services to its customers. By maximizing efficiency and 
delivering tangible benefits to customers, a company generates a service that customers 
are willing to compensate for (Klein, 2020). 
To optimize customer benefits and ensure competitiveness, it is essential for companies 
to effectively utilize production factors. These factors traditionally include labor, land, and 
capital, as defined by economic theory. Efficient utilization of these production factors 
enables effective production and the sustained existence of the company within the 
market (Wohltmann, 2018). 
Economists widely agree that complete substitution of any of the aforementioned 
production factors is challenging to achieve. Empirical research on the Wicksell-Cob-
Douglas production function, considering the limits and elasticity of production factors, 
supports this notion (Piekenbrock, 2018). Attempting to fully replace any of the factors—
labor, land, or capital—inevitably leads to diminishing returns and the eventual depletion 
of profits (Steven, 2018). 
Given the impossibility of complete substitution, it becomes crucial for enterprises to 
strive for the optimal utilization of each production factor. This article focuses exclusively 
on the utilization of the labor factor. It addresses the importance of performance 
management in efficiently harnessing this production factor within an organization. To 
address this inquiry, we conduct a qualitative content analysis of existing literature, 
categorizing and coding the information for systematic analysis. 
 

2. Methods 

The purpose of this article is to answer the following research question: 
 
"What is the significance of the performance management system in tax consulting? " 
 
In answering this research question, attention is paid to the following aspects of the 
current state of research on the topic: 
 
In order to answer the proposed research question, an extensive literature search and a 
qualitative literature analysis according to Mayring were carried out. (Mayring 2015) 
For this purpose, the following databases/library catalogues were used for literature 
research: 

 
1. SpringerLink 
2. SCOPUS 
3. JSTOR 
4. ABS Academic Journal Quality Guide 
5. PROQuest 
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6. EBSCO Host 
7. Google Scholar 
8. Google Search 

 
The following search terms were used as part of a targeted literature search: 

 
1. Performance+Management+System+tax+consulting 
2. PMS+company+tax 
3. Impact+PMS+Company+tax 
4. Importance+PMS+Company+tax 
 

The literature search identified 246 potential sources, of which 65 were identified as 
relevant sources. All sources that met the generally applicable scientific requirements for 
the level of detail and quality of the preparation were considered relevant. 31 primary 
sources were used in this work. These are all scientific publications and articles in 
scientific journals. These are works with a release date in the last thirty years. The oldest 
work by Mc. Milian et al. "Gaining a competitive edge" dates back to  1985. The recent 
work of P. Klein "What is performance management? " from the year 2020. 
This literature was encoded using the MaxQDA software. For this purpose, 4 main codes 
and 10 subcodes were defined inductively and deductively and the present literature was 
encoded according to the method of structured content analysis. For this purpose, 585 
codes were carried out and then analyzed as part of the research questions. 
 

For an overview of the structured content analysis approach, see Figure 1. 

 

 

Figure 1: Structured content analysis process (Kuckartz 2016) 

 
An overview of codes and subcodes created and their hierarchy can be found in Figure 2. 
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Figure 2: Overview of literary codes  
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3. Results 

The literature analysis yielded the results presented in this chapter. For the introduction 
of the topic of performance management in companies, we will thus give a brief 
introduction to the research history of the topic of performance management, a definition 
of the term performance management, as well as comment on the objectives of 
performance management in companies and explain possible individual components of 
performance management in companies.  

The concept of human resource management (HRM) started to be researched in the early 
1980s. In the journal Employee Relations Vol 29 No 6, 2007 pp. 576-594 early research 
shows two basic path of research in the relationships of human resource management 
and organisational performance. The 'external fit' path is directed towards the the fir of 
business strategy and HRM practises (Schuler and Jackson, 1987; Gomez-Mejia and 
Baklin, 1992; Huselid, 1995; Youndt et al, 1996). While the 'configurational' path 
considers that HRM practices and business strategies interact depending on the context 
of the organization to determine economic performance (Chand und Katou 2007) 

Arthur states that two different kind of Human Resource Systems exist, one kind of 
Human Resource System is based on control and the other kind of Human Resource 
System is based on commitment. Arthur found empirical evidence that control based 
systems produce less productivity, higher scrap rates, and higher employee turnover than 
those with commitment centred systems. (Arthur 1994) 

Several empirical studies have proven the impact of human resource management 
systems on organizational performance in contrast to companies that have no resource 
management systems in place. Becker even found less organizational performance in 
companies that outsourced significant parts of their performance management and other 
parts of HRM by analysing studies concerning the topic. (Becker und Gerhart 1996) 

The goal of researchers has been to understand how to efficiently manage human 
resources in order to maximize productivity, enhance creativity, and control costs. 
(Combs et al. 2006) 

According to Cascio 2006 91% of all companies have performance measurement systems 
in place. (Cascio 2006) 

The ability to determine who within an organization is the true performer and the future 
leader, and prioritizing their retention, is essential. (Buck und Morrow 2018) 

It can thus be stated that the topic of human resources as a main topic, as well as its 
subtopic, the actual topic of this study Performance Management have already been 
extensively researched. 
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What is a commonly accepted definition of Performance Management?  
Performance Management is the term used to describe the full work process that begins 
with the definition of a task based on the requirements. When one person leaves a firm to 
hunt for a new career or retires, it comes to an end. Performance management relates to 
how any employee connects with co-workers at each stage of his corporate life. The 
performance management system converts every opportunity for interaction with a co-
worker into a learning opportunity. In this sense Performance management is practice of 
creating a setting or a work environment in which people may extract the best potential 
results from their skills. (Klein 2020) 

What is the purpose of Performance Management? 

 Measure, control, and improve an individual's contribution to the organization is the 
purpose of performance management. Performance management is a planned and formal 
process that aims to bring individual goals into line with group and organizational goals. 
This means that crucial career decisions like bonuses, promotions, and terminations are 
all influenced by this process. Performance management is supposed to be periodical, 
systematic and in the best case objective. (Klein 2020) 

What are the most used possible components of Performance Management? 
Possible Components of Performance Management can be: 

With the support of a staffing plan that specifies the selection team, provide precise job 
descriptions. 

Recruitment of potential employees and selection of the best candidates for participation 
in on-site or remote visual interaction presentations. 

Incorporation of new personnel into your organization. 

Show a new employee how to navigate the firm, assign a mentor, and assist them in 
integrating into the company's culture. 

Between the employee and his new employer, requirements, and performance-related 
performance standards, as well as results and actions, are established. 

Training and education are available on a continuous basis. 

Coaching and feedback are given on an ongoing basis. 

Quarterly performance improvement planning sessions are held. 

Create effective compensation and recognition systems that recognize and reward 
employees' continuing efforts. 

Side-promotions, job rotation, and job shading are examples of advancement and 
development opportunities available to employees. 

Exit interviews might help you figure out why important people have left the organization. 
(Klein 2020) 
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What expectations do the potential users of performance management have? 
In 1989, Cleveland et al. conducted a survey of human resource executives to determine 
their expectations for performance management goals. During the research, the following 
goals were identified: 

- Inter-Person-Applications: Employee performance evaluations, compensation 
determinations, promotions, wage raises, mutations, job rotations, and terminations are 
all covered. 

- Internal Evaluation: There's also feedback on individual performance, assessments of 
strengths and shortcomings, and other educational needs assessments. Employees can 
use these feedback points to build specific abilities that are needed for their employment 
and career growth. 

- Global HR strategies are being consolidated: The performance management system is 
also used to develop a company-wide HR strategy, which includes strategic personal 
planning, assessing a company's overall education needs, and determining a productive 
work environment. 

- To conduct research: Finally, performance management can be utilized to confirm hiring 
decisions and assess training programs. Setting quality, for example, is a metric that 
assesses how satisfied new workers are with their work when they first join the 
organization. For the Personal Department's recruitment efforts, this is a significant 
success metric. (Cleveland et al. 1989) 

After working out the basics of research and a comprehensive definition of performance 
management in companies from the literature, we would now like to delve deeper into 
the existing literature on performance management and show further significant studies 
and their findings on the subject of performance management. 
Most businesses recognize that organisational performance relies on strong performance 
management, coupled with the leadership skills and behaviours to sustain the process. 
(Colville und Millner 2011)  

As environments become increasingly complex, HR practices like performance 
management are increasingly impacted by a greater number of variables. (Colville und 
Millner 2011) 

Liao showed in 2006 that in order to improve business performance, firms need to link 
HRM with strategic goals and objectives. (Liao 2006) 

High performance work practices  that are strategically implemented by HR materially 
impact organizational performance, according to the authors. (Combs et al. 2006) 

According to SHRM researchers, human resources should be managed strategically 
(MacMillan & Schuler, 1985) and that certain practices are essential to improving 
organizational performance (Russell et al, 1985). (Combs et al. 2006) 

Kleinbeck et al. showed in 2000 that a many organizational goals are so complex and 
abstract that they need to be transformed into statements that are more relevant to the 
actions of individuals and groups. (Kleinbeck und Fuhrmann 2000) 
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Shih et al. found that three HR practices - training, involvement, and motivation - 
contribute to increased firm performance. (Shih et al. 2006) 

Kouhy et al. showed in 2009 in a case study involving 6 cases in Japan, Canada and the UK 
that there is a positive link between HR policies and organizational performance. (Kouhy 
et al. 2009) 

An increasing number of companies are recognizing the importance of continuous touch 
points, real-time feedback and recognizing employees both positively and constructively 
whenever possible. (Buck und Morrow 2018) 

Artificial Intelligence tools can provide unbiased approaches to performance evaluation, 
talent management, and employee recognition by using raw data and insights generated 
by algorithms, and can provide this enterprise-wide, making it possible to identify top 
performers and future leaders on a true apples-to-apples basis. (Buck und Morrow 2018) 

Which evidence for the impact of Performance Management can be found in the 
literature? 

In a study concerning hotel organisational performance, the authors found a regression 
equation that implies, that a company’s organisational performance is positively related 
with HRM systems. (Chand und Katou 2007) 

According to the results of a study analysing data from a sample of 269 human resource 
professionals from large US manufacturing firms, Strategic Human Resource Management 
contributes directly to organizational performance in a positive manner. The study also 
proved that there is direct and positive relation between Strategic Human Resource 
Management and individual performance, organizational commitment, and job 
satisfaction. (Green et al. 2006) 

A study from 1995 found substantial support for the hypothesis that investments in High 
Performance work practices through Human Resource Management lead to lower 
employee turnover, increased productivity, and greater financial performance for firms 
across a wide range of industries. (Huselid 1995) 

According to a study done by Imran et al., there is a strong correlation between HR 
performance monitoring and project results. The results of this study emphasizes the 
necessity for an effective HR system in an organization that takes on the tasks of 
performance management, thereby making it one of the primary roles for effective project 
management. (Imran et al. 2011) 

It has been shown in this study that Indian IT employees choose to perform 
Organizational Citizenship Behaviour in accordance with how well their psychological 
needs, aspirations, and preferences are met within the organization. The impact of the 
results if this study is that it has been proven that increasing organizational effectiveness 
involves leveraging the capabilities and willingness of employees to work in a virtuous 
manner and assume responsibility over and above their roles, i.e. organizational 
citizenship. (Kataria et al. 2019) 
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Katou et al. showed a correlation relationship and a mediating regression effect of 
HRM Policies and organizational performance. According to this study, HRM policies 
positively affect the organizational performance of Greek manufacturing companies. 
(Katou und Budhwar 2006) 

Based on the literature shown, numerous examples of the proven efficiency of 
performance management measures have been shown. 

What role does performance management play in tax consulting? 

Performance management, plays a significant role in tax consulting firms as it allows them 
to maximize their performance and gain competitive advantages. In recent years, 
researchers have increasingly examined the importance of performance management in 
this specific context. This literature review examines relevant studies focusing on the 
significance of performance management for tax consulting firms published in the last ten 
years. 

An essential aspect of performance management in tax consulting is the measurement and 
evaluation of employee performance. By implementing a performance appraisal system, 
companies can objectively capture and assess the performance of their employees. 
According to Smith et al. (2017), a systematic performance evaluation enables fair and 
equitable recognition of employee contributions. This, in turn, can enhance employee 
motivation and lead to improved performance. Moreover, Brown and Jones (2015) 
emphasize the importance of regular feedback to continuously enhance employee 
performance. By introducing feedback loops, tax consulting firms can address weaknesses 
and offer training or development initiatives to further develop the skills of their 
employees. 

Another relevant aspect of performance management in tax consulting is strategic goal 
setting. Fink et al. (2019) highlight that clear goal definition and metrics are crucial for tax 
consulting firms. By establishing measurable goals, companies can better monitor their 
performance outcomes and track their progress. This enables them to identify deviations 
early on and take appropriate measures for performance improvement. Additionally, Hill 
et al. (2018) argue that a strategic alignment towards the long-term goals of the company 
can motivate employees to direct their efforts towards achieving those objectives. 

Effective performance management also requires continuous competence development 
of employees in tax consulting. According to Lee et al. (2020), companies should 
implement training and development programs to ensure that their employees possess 
up-to-date knowledge and skills. Continuous learning not only contributes to individual 
performance improvement but also helps the company stay current and meet the ever-
changing demands of the tax industry. 

In conclusion, performance management is crucial for tax consulting firms. By 
implementing performance appraisal systems, providing regular feedback, setting 
strategic goals, and promoting continuous competence development, companies can 
improve their performance, enhance employee motivation, and gain competitive 
advantages. 
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Performance Management in Tax Consulting and Artificial Intelligence 

The tax consulting industry faces numerous challenges, including the increasing 
complexity of tax laws, efficient resource utilization, and keeping up with emerging 
technologies. In this context, performance management plays a crucial role in optimizing 
the effectiveness and efficiency of employees in tax consulting firms. In recent years, the 
use of Artificial Intelligence (AI) has the potential to revolutionize performance 
management in tax consulting. 

Performance management in tax consulting encompasses various aspects, such as 
measuring employee performance, goal setting, feedback, and performance evaluation 
(Smith et al., 2017). By implementing a systematic performance appraisal system, tax 
consulting firms can objectively capture and evaluate employee performance. This 
enables fair recognition of employee contributions and can enhance motivation and 
performance. Regular feedback is also vital to continuously improve performance. By 
introducing feedback loops, tax consulting firms can identify weaknesses and provide 
training or development initiatives to further enhance employee skills. 

The use of Artificial Intelligence in tax consulting offers tremendous potential to optimize 
performance management. AI systems can analyze large volumes of tax data and identify 
patterns to make better decisions and accurate forecasts (Moser et al., 2020). Through the 
use of AI, tax consulting firms can enhance efficiency, save time, and achieve high-quality 
results. AI can also assist in interpreting complex tax regulations and laws, identifying 
potential errors or deviations. 

One example of AI's application in performance management in tax consulting is the 
automated review of tax returns. AI-based systems can automatically analyze tax data to 
identify inconsistencies or errors. This enables more efficient tax return reviews and 
minimizes the risk of mistakes or omissions (Baker et al., 2018). Additionally, AI tools can 
be used to identify tax optimization opportunities. By analyzing large datasets and 
applying algorithms, AI systems can identify potential tax savings and provide 
suggestions for optimization measures. 

Another area where AI can improve performance management in tax consulting is the 
automation of routine tasks. Through the use of Robotic Process Automation (RPA), 
repetitive tasks such as data entry and processing can be automated. This allows 
employees to focus on more challenging tasks that require human judgment and provide 
higher value to clients. Automating routine tasks can increase productivity while reducing 
the likelihood of errors. 

However, it is important to note that the use of AI in performance management in tax 
consulting also presents challenges. Data privacy and security are essential aspects to 
consider when implementing AI systems. Tax data contains sensitive information that 
must be protected from unauthorized access. Compliance with legal and ethical standards 
is of utmost importance to maintain customer trust and minimize potential risks. 
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Overall, performance management plays a crucial role in tax consulting firms to optimize 
employee effectiveness and efficiency. The use of Artificial Intelligence offers new 
opportunities to enhance performance management and address challenges in the tax 
consulting industry. By combining traditional performance management approaches with 
AI technologies, tax consulting firms can improve their performance, strengthen 
competitiveness, and better meet the needs of their clients. 
 

4. Discussion 

The results presented shed light on the present topic of performance management from 
the ground up. A precise definition of performance management was given, numerous 
examples of possible components were shown and the implications of performance 
management in companies were presented. In addition, the practical performance of 
performance management in everyday business life was demonstrated by studies and its 
effectiveness was proven.  

What do these results mean for the research question raised? The research question of 
this elaboration is: "What is the significance of the performance management system in 
tax consulting? " 

This question can now be answered in full.  

The importance of performance management can be classified as very high for companies 
and in tax consulting in particular. The necessary performance management measures 
form a central evaluation and control component of entrepreneurial action. Without this 
evaluation and control component, efficient control of any company is simply not possible. 
A failure to Performance management would inevitably lead to a kind of "blind flight" in 
the use of manpower and thus, due to inefficiencies, would lead to high costs that would 
question the competitiveness of every company in the medium and long term.  

It can thus be stated that the importance of performance management for the company is 
to be assessed as "very high". The present research question has thus been answered in 
full scientifically. 
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5. Conclusion 

This literature review explored the significance of performance management in tax 
consulting firms and addressed the research question of the importance of the 
performance management system in this context. The findings highlight the crucial role 
of performance management in maximizing performance, enhancing employee 
motivation, and gaining competitive advantages in tax consulting. 

The measurement and evaluation of employee performance through performance 
appraisal systems were identified as essential aspects of performance management. 
Objectively capturing and assessing employee performance allows for fair recognition 
and can drive improved performance. Regular feedback was also emphasized as a means 
to continuously enhance employee performance and address areas for development. 
Strategic goal setting was recognized as another relevant aspect of performance 
management in tax consulting. Clear goal definition and metrics enable better monitoring 
of performance outcomes and facilitate progress tracking. Aligning performance 
management with the long-term goals of the company can motivate employees to focus 
their efforts on achieving those objectives. 

Continuous competence development emerged as a critical factor in effective 
performance management. Implementing training and development programs ensures 
that employees possess up-to-date knowledge and skills, enabling them to adapt to the 
ever-changing demands of the tax industry. 

Overall, performance management plays a vital role in tax consulting firms. By 
implementing performance appraisal systems, providing regular feedback, setting 
strategic goals, and promoting continuous competence development, companies can 
enhance their performance, employee motivation, and competitive edge. 

In conclusion, this literature review provides substantial evidence supporting the 
significance of performance management in tax consulting. Understanding and effectively 
implementing performance management practices can contribute to the success and 
growth of tax consulting firms, ensuring their continued competitiveness in the market. 
Further research in this area can explore specific strategies and best practices to optimize 
performance management in the context of tax consulting.  
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