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Systems Traps implementation Report
The promotion system of the Royal Australian Navy (RAN) between Leading Seaman (LS) and Petty Officer (PO) has a strategically crucial role: to identify and promote persons whose leadership competence and technical capability allow sustaining an operational effectiveness at the middle-rank level (Campbell & Wiernik, 2015; Yarnell et al., 2023). The system is based on the use of Performance Appraisal Reports (PARs) to produce an Order of Merit (OOM) ranking that is used to determine eligibility to be promoted. Nevertheless, as this report shows, the interplay of measurement incentives, workforce demand pressures, and structural feedback loops has resulted in the system diverging off course as it is no longer aligned with its stated mission. The report uses systems thinking theory, that is, mostly the framework by Meadows (2008), in addition to people management research, to explain why the problem has happened and to propose theory-based interventions, which would re-establish balance between the purpose and the outcome of the system. Treatment of high performance across the RAN workforce is considered the analytical objective within the entirety. Later sections of the problem and its strategic value, the theory paper, causal discussion, people sub-system connotation, recommendations, and findings are covered.
[bookmark: _Toc228760213]Issue Recognition and Strategic Importance
The fundamental issue is the RAN LS-to-PO promotion system optimises on the achievement of PAR score and promotion throughput as opposed to the very fact of leadership potential and readiness to act as a leader. The confluence of reinforcing and balancing feedback loops that acted on the promotable pool of workforce has resulted in the emergence of two interlocking system traps identified by author, as seeking the wrong goal and drift to low performance (Meadows, 2008, pp. 112). This misalignment has significant strategic importance. The promotion systems in defence organisations act as the main mechanism of capability pipelines establishment and coverage of the continuity of quality of leadership across the ranks (Robbert et al., 1997). Decouple promotion decisions with a substantive capability evaluation worsens the quality of a leader entering the PO workforce, which deteriorates progressively and increases over time as poorly prepared personnel are assigned to increasingly demanding leadership positions (Yarnell et al., 2023). This makes the performance of the RAN to maintain high-performance operations more difficult, especially given the workforce shortage impact that is reported currently identifies mid-rank capability gaps as a critical risk to operational readiness (Department of Defence, 2024). The issue is structural, the behaviour of sailors, supervisors and middle managers is not the result of individual failures of reason but the output of the dynamics of the structural system that is progressively determining the behaviour in question.
[bookmark: _Toc228760214]Theoretical Framework
[bookmark: _Toc228760215]Systems Thinking and Feedback Dynamics
According to Meadows (2008), a system is a collection of elements interacting in some way to generate behaviour over time. Stocks, flows, and feedback loops are the basic building blocks. Stocks are accumulations, which vary in an inflow and outflow, with feedback loops, both reinforcing and balancing, to control the rate and direction of change. Reinforcing loops cause behaviour to grow or shrink, whereas balancing loops cause shifts in behaviour to stabilise a system around a goal (Meadows, 2008, pp. 27–34). The key understanding is that as soon as the goal of a system is especially badly defined or mismeasured, balancing loops get the system around the incorrect target, and reinforcing loops speed up the movement towards unintended outcomes.
System traps refer to structural recurring patterns that predictably incline towards dysfunction (Meadows, 2008, p. 111). In seeking the Wrong Goal, a system strives to achieve a proxy measure that does not align with the actual intended purpose, and so there is no longer a difference between the intended outcome and the actual one as achieved by the system. This is congruent with Goodhart's law, according to which once a measure becomes a target, it stops being a good measure (Fire & Guestrin, 2019). Drift to Low Performance or eroding goals description states that an eroding goals process occurs when the standards of performance are reduced in response to the pressure created by the system, as the gap between actual and desired performance is closed, and performance is adjusted downwards instead of improving performance (Meadows, 2008, p. 119). Changing the goals of the systems, altering the structure of the feedback loop and modifying the information flows are leverage points where a change of a little magnitude causes system-wide effects that are a lot larger than the change itself.
[bookmark: _Toc228760216]People Management Theory
Systems do not exist outside of people who are in them. De Waal (2003) (Aguinis et al., 2012)showed that, the systems which manage the performance in the organisations fundamentally shape the behaviour of the individuals and the groups: when the systems are used to measure and reward the specific indicators, actors adjust to those indicators regardless of whether they are genuine performance indicators, producing goal displacement in which compliance replaces authentic performance as the prevailing orientation.
The theory of high-performance work systems (HPWS) introduced by Combs et al. (2006), and further developed by Jiang et al. (2012), states that the key to consistent organisational performance lies in ensuring the coherent nature of selection, appraisal and development in relation to the strategic goals of a particular organisation. With the negative correlation of appraisal systems with the competencies needed to perform the roles, the talent pipeline also degrades (Nurmala & Hermina, 2024). In the military, author discovered that promotions made without reference to facts in terms of actual performance and competency tests result in sustainable capability shortfalls that are hard to notice in the short run and costly to reverse once established (Meredith, 2025). Transformational leadership theory continues to provide that effective leaders need to be chosen on the basis of behaviours which inspire and develop the subordinates, but which are qualitative and contextual, and not to be reduced to numerical scores (Avolio et al., 2009; Gan & Voon, 2021). Systems that solely use quantitative measures systematically undermine the leadership development pipeline.
[bookmark: _Toc228760217]Analysis: Reasons why the Problem Has Occurred
[bookmark: _Toc228760218]The Reinforcing Loop Structure and Metric Displacement
Assessment 1 determined three reinforcing loops, which are working in the promotion system. The R1 Career Progression loop outlines how high initial performance results in higher PAR scores, which subsequent postings tend to create more opportunities to demonstrate the level of performance and further increase the PAR score (Meadows, 2008, p. 125). This self-reinforcing loop falls into the Success to the Successful trap, where early good results continue to pay off over time, concentrating resources in this case, promotion opportunity among those already producing well.
The R2 Chasing the Scores loop has a more destructive structural area. Since the output of the activities can be readily measured and represented in the appraisal process due to their visibility, sailors and supervisors will give disproportionate attention to visibly observable activities, at the expense of those that are operationally critical but hard to measure. The dynamic is an example of the institutional form of the Law of Goodhart: since the standard is determined by PARs, optimisation of the PAR becomes a de facto objective (Fire & Guestrin, 2019). The study confirms that when the performance measurement systems are viewed as redirection of efforts rather than systems able to measure performance, they yield exactly the redirection of efforts (Ensslin et al., 2022). These effects are compounded by the R3 Unrecognised Role Complexity loop, which establishes the fact that role complexity, which is really the differentiating factor between capable and underprepared PO candidates, is not weighted in PARs. Meadows (2008) points out that systems give results in line with the information structure that it is acting on; it cannot account for the role complexity that is not in the information structure it is acting on. The empirical implication is that an LS who is in a high-performance (high-complexity) setting (systematically biased) promotes toward less prepared applicants.
[bookmark: _Toc228760219]Drifting to Low Performance and Balancing Loop
The B1 Workforce Stabilisation loop can be seen as generating a potent countervailing pressure. Institutional pressures at the PO level created by workforce shortage in the PO level generate internal pressure on the system to increase the throughput of promotions to create vacancies in the PO level, compelling the system to remove promotions all the way down the OOM and, consequently, through the ranks of the merit order. Such a constant, gradual reduction of the effective promotion threshold will, over time, be a structural occurrence of the low-performance trap (Meadows, 2008, p. 119). The critical process is that the difference between the real candidate preparation and the desired standard is resolved not by enhancing the candidates but by changing the standard, as letting the goal slip under the pressure of time. The drift is gradual and spread out on a great number of individual decisions, all locally justifiable (Blackman et al., 2022). According to Reid & Dold (2018), locally rational choices that have collectively rational results, is one of the identified characteristics of complex systems, which can be interrupted only by feedback-influenced leadership that views a system as a whole. And it is only at an aggregate level and with a time lag, by which time ingrained patterns have been established.
[bookmark: _Toc228760220]System Trap Reinforcement and Interaction Effects
Furthermore, the two traps on the system do not go both ways. With the PAR inflation supervisors giving progressively higher scores under workforce pressure increasingly normalised, the OOM loses discriminative validity, further justifying the decision to continue drawing promotions far down the list. The combination of measurement tools losing validity and throughput pressure filling the decision-making vacuum, further losing measurement integrity in human resource development systems (Blackman et al., 2022). The system seems to work, promotions happen, vacancies are filled, but in the process, even the real purpose of the system that has been in place is losing its real meaning.
[bookmark: _Toc228760221]People Sub-Systems and Implications for Middle Manager Decision-Making
The promotion system operates as a network of people sub-system that connects all; the individual LS trying to navigate the career incentives, the supervisor trying to assess and document the performance, the middle manager trying to recommend promotions and the institutional architecture setting out the rules of eligibility and the workforce targets (Ganzarain et al., 2019). The behaviour created by each of these sub-systems becomes a source of behaviour to the others, and the dynamics outlined above result from the interactions between them.
In the context of middle managers, the officers charged with the responsibility of institutional loyalty and professional integrity, the system poses a documented conflict between institutional loyalty and professional integrity. Managers are under pressure to sign PARs that balance performance representation to remain competitive in the OOM and be able to meet workforce demands. This is a defensive routine behaviour that is undertaken to prevent exposing system dysfunction, which in fact, has the paradoxical effect of entrenching it (Iflaifel et al., 2020; Yang et al., 2022). The dynamic is especially prone to professionals in high-accountability systems that have ambiguous performance standards.
A vital leverage point is middle manager decisions. According to Meadows (2008, p. 158), one of the high leverage points of intervention is the set of norms determining the perception of the formal rules in practice. Keeping resistant to PAR inflation, document role complexity, and provide contextualised recommendations to introduce corrective information to the system, a type of principled deviation as characteristic of adaptive leadership (Puga et al., 2025; Springmier et al., 2024). Nonetheless, personal disobedience is no longer an option as a substitute for a structural redesign: without any alterations in information architecture and incentive schemes, isolated acts of principled disobedience are neutralised by the overwhelming system dynamics.
The systemic suppression of upward feedback in the people sub-systems also produces organisational silence: a systemic silencing of upward feedback through which individuals withhold grievances because expressing concerns entails risk to one's career (Morrison, 2014). Structural incentives present in the RAN, where promotion is based on the result of a PAR, sailors and junior managers are greatly incentivised to hide observations of the gap between the practices of promotion and the standards of capability, which impoverishes the kind of information available to senior decision-makers.
[bookmark: _Toc228760222]Recommendations
[bookmark: _Toc228760223]Restructure PAR criteria to Weight Role Complexity
The most targeted intervention aimed at the Seeking the Wrong Goal trap is to reformulate the PAR instrument to explicitly and weightily include role complexity as an intervention target. At present, the OOM fails to distinguish between the performance in the low- and high-complexity settings, and systematically biases the rankings towards the candidates who have shown the highest capacity to perform under the demanding conditions. An adjustment in weighted complexity change, in line with the OOM HPWS framework as well as the validity levels, would reinstate the discriminative validity of the OOM (Campbell & Wiernik, 2015). The implementation would, in turn, need to be implemented through a structured job analysis, in order to define the levels of complexity across LS positions, and to implement it before it could be rolled out on a fleet-wide basis, with a regular review of the levels of complexity in terms of their being gaming targets themselves.
[bookmark: _Toc228760224]Introduce Capability-Based Promotion Boards
Promotion decisions should be complemented by uniform boards that evaluate all candidates based on a set of leadership competency frameworks as opposed to OOM ranking alone. Blasco-Blasco et al. (2025) has shown that competency-based measurement types offer a much stronger predictive validity of leadership performance as compared to the rank-order appraisal measurement types. Evidence introduced by boards with structured interviews, situational judgment testing and multi-source feedback introductions meets the high-leverage intervention (Lievens & Motowidlo, 2016). The input of peers and subordinates also forms official avenues to address the organisational silence dynamic so that the bottom-up flow of performance information on promotions can be achieved.
[bookmark: _Toc228760225]Decoupling of the Throughput Target and the Promotion Standards
The erosion of the promotion standards by the B1 loop is due to the pressure of the workforce, which has a direct impact on the promotion threshold. Standards should be set and maintained with no relation to fill-rate targets but should be addressed by retention incentives and increased development pipeline alternatives as opposed to reduced bars, which is the cause of the Fixes that Fail trap, in which seeking to address the signs of a vacuum results in who knows further developing the underdeveloped individual issue (Meadows, 2008, p. 113). There should always be a set minimum capability threshold that should not be compromised under any circumstance. Cappelli & Keller (2014) discovered that organisations maintaining levels of selection pressure in the long run always perform better in comparison to organisations that permit selection pressure to be eroded in the long run. Minimal capability threshold should be maintained at all times regardless of the presence of a vacuum.
[bookmark: _Toc228760226]Develop Post-Promotion Performance Feedback
The system does not have a feedback system that links the outcome post promotion with the practices of appraisal a missing signal as one of the main drivers of system traps (Aguinis et al., 2011). Both 12- and 24-month systematic reviews after promotion would reveal whether the system favours the individuals and the accuracy of the system. When managers are aware that the assessments will be compared to future outcomes, there will be instrumentally rational reporting instead of principled reporting.
[bookmark: _Toc228760227]Conclusion
The RAN LS-to-PO promotion system has come to be trapped in the two interacting traps Seeking the Wrong Goal and Drift to Low Performance due to the working of structural feedback dynamics, which enhances throughput and devalues the assessment of genuine capability. The four recommendations are aimed at the highest leverage points of the system: the restoration of information validity, the introduction of competency-based evidence, the decoupling of throughput and standards and closing the feedback loop. When applied concurrently, they rebalance promotion practices on substantive leadership competency and provide continuous recalibration required by the RAN to achieve and maintain the high-performance leadership pipeline on which the effectiveness of its operations depends.
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