
Performance management 
when mental illness is present 

Managing the performance of employees with mental illness can be challenging, but there are a 
number of principles and tools that can help. 

You are entitled to apply your standard performance management system to all workers where you 
have a legitimate concern about their performance, whether they're navigating health challenges or 
not. That said, there are circumstances where alternative approaches are more appropriate. 

This guide is designed to help you craft a suitable approach for managing team members where 
mental illness may be present. 

Identify the issue 

• Following standard good practice (i.e. identify 
the issue, assess and analyse the problem, 
meet with the employee to discuss the 
problem, jointly devise a solution, monitor 
performance), with additional consideration of 
needs for reasonable adjustment to work is all 
that’s expected

• Clear expectations, provision of support, and 
regular informal feedback on performance, 
help to create good relationships and a 
healthy performance management culture

• Encourage and enable the worker to discuss 
the performance concern and whether there 
are any health issues that may have impacted 
on their performance.

What to consider 

• Personal circumstances that may contribute 
to the issue

• If a mental illness may be contributing to the 
poor performance

• The seriousness of the performance concern
(as for more serious matters, such as violence, 
there may be no option but to take strong 
disciplinary action regardless of whether there 
is a reason, such as a mental illness)

• Whether the performance concern relates to a 
key part of the job or if reasonable 
adjustments could address or avoid 
recurrence.

Observe concerning behaviours 
or performance 

• Adopt supportive
approach

• Initiate conversation
• Explore
• Follow up
• Monitor
• Performance manage

as needed.

• View solely as a
performance issue.

• Wellbeing starts to
improve

• Person seeks
appropriate help.

• Wellbeing declines
• Stress increases
• Performance drops.

• Mental health issues 
successfully managed

• Duty of care 
obligations met.

• Increased personal 
suffering

• Duty of care 
obligations not met

• Workers’ 
compensation and 
stress claims

• Increase in 
absenteeism, 
presenteeism, team 
and interpersonal 
conflict.



Four approaches to 
successfully manage 
performance 

1. Severe symptoms:
highly dysfunctional, substance
affected, potentially violent, risk to
self or others, delusional or
psychotic, cognitive impairment

• Cease performance
management

• Determine risk to themselves
or others

• Get professional advice (e.g.
GP, Psychologist, EAP, HR)

• Engage the employee in both
external and internal supports
(e.g. GP, Psychologist, EAP, HR).

2. Moderate symptoms:
depressed (but well treated),
anxious, agitated, limited
concentration or motivation,
withdrawn

• Performance manage with
caution, focus on supporting

• Determine if mental illness has
contributed to the poor
performance

• Consider reasonable
adjustments to role

• Monitor and support
performance based on
professional recommendations.

Observed symptoms but mental 
illness not disclosed 

• Performance manage with
caution focusing on providing a
supportive space to discuss
their personal issues and how it
relates to work performance

• Address observed behaviour
with employee

• Reinforce ramifications of
continued poor performance
and offer external and internal
support

• Offer support
• Consider reasonable

adjustments.

Observed symptoms, employee 
denies that there are issues, or they 
have a mental illness 

• Performance manage as
normal, identifying observed
behaviour and impact on their
performance, team and
organisation

• Reinforce ramifications of
continued poor performance

• Ask for an explanation for the
poor performance

• Set clear goals and deadlines
for improved performance.

REFERENCES 
Cotton, P & Hart, PM 2012, The impact of the psychosocial quality of work on wellbeing and performance.

Fair Work Ombudsman. Managing underperformance. [Internet]. Australia. 2019. Available from: https:// 
www.fairwork.gov.au/how-we-will-help/templates-andguides/ best-practice-guides/managing-underperformance

Keller, S & Price, C 2011, Beyond Performance, Wiley, New Jersey 

Tips for balancing 
wellbeing and 
performance 

• Be accessible,
considerate and
understanding

• Be informative and
encouraging

• Create a learning
environment

• Be clear and set
expectations

• Help people develop
abilities and careers

• Hold people
accountable in a fair
and consistent way.

When to undertake 
disciplinary action or 
termination 

• The performance
issue is not a result
of mental illness

• There is an inability
to perform the key
requirements of the
job

• The performance
issue continues
after reasonable
adjustments are
made.
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