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RESEARCH PROPOSAL Introduction The compet competiti itive ve market market struct structure ure operati operating ng within within today’ today’ss societ society y dictat dictates es that that the survival of any business can only be achieved through the maintenance of maxisimised output and minimized expenses. Being that the direct and indirect costs of employing labor remain one of the highest expenses to any business, it is only feasible that a reliable method of optimizing labor output be implemented at all times. By doing so, business can almost guarantee their viability with in the market system. Performance appraisal is one of such method that allows for optimization of labor. It is an effective retention tool for the continued measuring and evaluation of individual behavior  and performance, influencing an employees job related attributes through such factors as increased job satisfaction and recognition (with the use of promotional aids such as better    promotional aids such as better equipment, duties &wages) .the purpose of any such system is not only to measure the performance of human resources but also to find areas of skill deficit for further development ,identify excess potential that could be better  utilized and communicate objectives more accurately to workers. By doing so, business move one step closer to the achievement of their set goals & objectives. It becomes a valuable asset within itself for maintaining records of workers that are legally viable, that can protect the business when dealing in cases of dismissals and demotions. This is especially important in today’s society because the increasing legi legisl slati ation on and and regu regula lati tion on deali dealing ng with with vict victim imiz izat atio ion n and and disc discri rimi minat natio ion n maki making ng employers liable for all their actions.



Research Objective: The The objec objecti tive ve of this this rese resear arch ch is to have have an in dept depth h analy analysi siss about about empl employ oyees ees   perfor performan mance ce and diagnos diagnosing ing streng strengths ths and weaknes weaknesss of employ employees ees determ determini ining ng a development plan for improving job performance.



Research Scope: Scope researches are evaluating employee’s performance in order to know what they are doing well and identify areas where improvement is needed.



Research Methodologies: Methodologies: The methods of interviews and questionnaire q uestionnaire will be adopted, different questionnaire conta contain inin ing g open open and and clos closee ende ended d rela relate ted d to behav behavio iorr and and impa impact ct will will be aske asked d by supervisors and subordinates in an organization :Expected Findings I woul would d find find from from this this rese resear arch ch that that syst system emat atic ic eval evalua uati tion, on, help help the the maxi maximi mizi zing ng employees future level of performance effectively and efficiently to achieve personal as well as organizational goals.
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INTRODUCTION Appraisal Appraisal is a process process by which organizati organizations ons evaluate evaluate employee performance performance based on  preset standards. The main purpose of appraisals is to help managers effectively staff  companies and use human resources, and, ultimately, to improve productivity. When conducted properly, appraisals serve that purpose by: (1) showing employees how to improve their performance, (2) setting goals for employees, and (3) helping managers to assess assess subord subordina inates tes'' effect effective ivenes nesss and take take action actionss relate related d to hiring hiring,, promot promotion ions, s, demotions, training, compensation, job design, transfers, and terminations. In the early part of this century performance appraisals were used in larger organizations mostly for administrative purposes, such as making promotions and determining salaries and bonuses. Since the 1960s, however, companies and researchers have increasingly stressed the use of employee evaluations for motivational and organizational planning  purposes. Indeed, for many companies performance appraisal has become an important tool for maximizing the effectiveness of all aspects of the organization, from staffing and development to production and customer service. That shift of focus was accompanied during the 1970s, 1980s, and 1990s by a number of  changes in the design and use of appraisals. Those changes reflected new research and attitu attitudes des about about organi organizat zation ional al behavio behaviorr and theory theory.. In general general,, employ employee ee evaluat evaluation ion systems have recognized the importance of individual needs and cultural influences in achieving achieving organizati organizational onal objectives. objectives. For example, example, traditional traditional appraisal systems systems were often closed, meaning that individuals were not allowed to see their own reports. Since the mid-190 mid-1900s, 0s, most most compani companies es have reject rejected ed closed closed evaluat evaluation ionss in favor favor of open open appraisals that allow workers to benefit from criticism and praise. Another change in appraisal techniques since the mid-1900s has been a move toward greate greaterr employ employee ee partic participa ipatio tion. n. This This includ includes es self-a self-anal nalysi ysis, s, employ employee ee input input into into evaluations, feedback, and goal setting by workers. Appraisal systems have also become more results-oriented, which means that appraisals are more focused on a process of  establishing benchmarks, setting individual objectives, measuring performance, and then  judging success based on the goals, standards, and accomplishments. Likewise, appraisals have become more multifaceted, incorporating a wide range of different criteria and approaches approaches to ensure ensure an effective assessment assessment process and to help determine determine the reasons reasons  behind employees' performance. Performance appraisals and standards have also reflected a move toward decentralization. In other words, the responsibility for managing the entire appraisal process has moved closer to the employees who are being evaluated; whereas past performance reviews were often developed and administered by centralized human resources departments or upperlevel managers, appraisals in the 1990s were much more likely to be conducted by line mana manager gerss dire direct ctly ly above above the the appr apprai aise see. e. Beca Becaus usee of the the move moveme ment nt towar toward d more more decentraliz decentralized ed approaches, approaches, performance performance appraisals appraisals also began to involve involve not only lowerlevel managers, but also coworkers and even customers. Known as multirater feedback or  360 degree feedback, this form of performance appraisal uses confidential assessments - 2 – 
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from from custom customers ers,, manage managers, rs, cowork coworkers ers,, and the indivi individua duall employ employees ees themse themselve lves. s. Furt Furthe herm rmor ore, e, the the appr apprai aisa sall proc proces esss has has beco become me incr increa easi sing ngly ly inte integr grat ated ed into into complementary organizational initiatives, such as training and mentoring. In addi additi tion on to refl reflec ecti ting ng new new ideas ideas abou aboutt pers persona onall need needss and and cultu cultura rall infl influe uence nces, s,  performance appraisal systems evolved during the late 1900s to meet strict new federal regulations and to conform to labor union demands. A flurry of legislation during the 1970s 1970s and and 1980s 1980s,, for for exam exampl ple, e, prohi prohibi bite ted d the the use use of perfo perform rman ance ce appr apprai aisa sals ls to discri discrimi minate nate agains againstt member memberss of select selected ed minori minority ty groups groups.. Other Other laws laws establ establish ished ed restrictions related to privacy and freedom of information. The end result of new laws and labor labor dema demand ndss was was that that comp compan anie iess were were forc forced ed to pains painsta taki king ngly ly desi design gn and and document their appraisal programs to avoid costly disputes and litigation. Finally, managers should continue to conduct appraisals to assess and retain competent employees, because appraisals inform employees of how they can improve their skills, how they can advance within a company, and how their skills have improved (or failed to improve) over time



RESEARCH OBJECTIVE Object is to find how performance evaluation helps organization and employees towards achievi achieving ng organi organizat zation ional al and person personal al goals. goals. Analys Analysis is of employ employees ees’’ perfor performan mance ce through out the year will help organization to find its internal strength and weakness and how to increase over all productivity. Evaluation program should serve as a foundation for aligni aligning ng employ employee ee perfor performan mance ce with with insti institut tution ional al plans plans and goals. goals. Perfor Performan mance ce rating ratingss should should be used used to provid providee the basis basis for merit merit increa increases ses,, promot promotion ion,, career  career  develop developmen ment, t, traini training, ng, and record recording ing job perfor performan mance ce strengt strengths hs and weakne weaknesse ssess for  future action.



RESEARCH SCOPE Performance Evaluation is the major function of HR. it helps the individuals to know where they need to improve their skills and competencies which will be beneficial for  their personal growth and they will become more productive for the organization. The scope of this research is thus to analyze and observe that to what extend evaluation results results of employees employees help them to utilize utilize their improved improved performance performance in better better effective effective way. Where organizatio organization n need to motivate motivate them so that the productivity productivity increases increases as a whole and organization achieve its overall objectives.



LITERATURE REVIEW - 3 – 
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Human Resource (HR) management deals with the design of formal systems in an organization to ensure the effective and efficient use of human talent to accomplish organizational goals. HRM is the effective management of people at work. It deals with what can or should be done to make working people more effective and satisfied. In an organi organizat zation ion,, the managemen managementt of human human resour resources ces means that that they they must must be recruited, compensated, trained, and developed.



Human Resources Activities The central focus for HR management must be on contributing to organizational success. As Figure depicts, key to enhancing organizational organizational performance performance is ensuring that human resources activities support organizational efforts efforts focusing focusing on  productivit  productivity, y, service, service, and quality. To accomplish these goals, HR   mana manage geme ment nt is comp compos osed ed of seve severa rall groups of interlinked activities. However, the performance of the HR activities must  be done in the context context of the organization, organization, which is represented by the inner rings in Figure Figure.. Additi Additional onally ly,, all manage managers rs with with HR responsibilities must consider external envir environ onme ment ntal al forc forces es—s —suc uch h as lega legal, l,   political, political, economic, social, social, cultural, cultural, and tech technol nolog ogic ical al ones ones—w —whe hen n addre address ssin ing g these activities activities.. These activitie activitiess include include HR Planning, HR development, staffing, EEO etc.



HR Development Beginning with the orientation of new employees, HR training and development also includes job-skill includes job-skill training . As jobs evolve and change, ongoing retraining is retraining is necessary to accommo accommodate date techno technolog logica icall change changes. s. Encour Encouragi aging ng development  of all all empl employ oyee ees, s, including supervisors and managers, is necessary to prepare organizations for future planning  identifies paths and activities for individual employees as challenges. Career planning  they develop within the organization. Assessing how employees perform their jobs is the   performance management . focus of  performance The main focus of this report is performance management which is discussed throughout this report.



What is Performance Management? - 4 – 
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Performance Management is often a misunderstood concept most people associate it with concepts such as: Appraisal, Performance-related pay, Targets and objectives, Motivation and discipline Yet, performance management is much more than this. Performance management is about getting results. It is concerned with getting the best from people and helping them to achieve their potential. It is an approach to achieving a shared vision of the purpose and aims of the organization. It is concerned with helping individuals and teams achieve their potential and recognize their role in contributing to the goals of the organization. performance management management system consi A performance consist stss of the the proce process sses es used used to iden identi tify fy,, encoura encourage, ge, measur measure, e, evaluat evaluate, e, improv improve, e, and reward reward employ employee ee perfor performan mance ce at work  work  Empl Employ oyee ees’ s’ job job perf perfor orma mance nce is an impor importa tant nt issu issuee for for all all empl employ oyer ers. s. Howe However ver,, satisfactory performance does not happen automatically; therefore, it is more likely with a good performance management system.



Strategic link between Strategy, outcomes, and organizational results: Figure below shows performance management as part of the link between organizational strategy and results. The figure illustrates common performance management practices and outcomes.



1



1



Robert Mathis, and John Jackson, Human Resource Management: 9th Edition, Western Publisher, Publisher, p. 380
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Relationship of Performance Management to other HR  Functions 2



Performance evaluation provides basis for judging effectiveness of recruitment efforts.   a     m   r  o   f   r  e  p   t  s    d   r  a    d   n   a   t  s  e   c  n  .  e   l  b   i  s  a   e   f  e   r  a  t  a  h Recruitment   l  p   p   a  f  o  y   t   i   l  a  u    Q   r  c   e   r  g   n   i  e  b  s   t  n   a   c   i   i     m   r  e   t  e    d   d   e   t   i  u   s  e  n



Performance evaluation provides basis for validating selection function.   o   t   e   r   i  u    q   e   r  b   o  j  t  e   e     m  .  s   t  n   e     m   t  c   e   l  e    S    d   o   r  p    d   l  u   o   h   s  n   o   i   h    w   l  e  n   n   o   s   r  e  p  e   c  u   e   l  b   a  t  s  e  b  e   r  a  o



P e rf



o rm a n



Performance evaluation provides basis for defending  personnel actions.   t  a   i   t  o   g   e   n  .  n   o   i     m   n   o   i   t  a  u   l  a  v    E    d   n   a   t  s   d   n   a  s    d   o   h   t  e   u   s  e  b  y   a     m   s    d   r  a   o   t  t  c   e j  b



c e



M a



n a g e m e t



n



2



SELECTION



LABOUR  RELATIONS



Performance evaluation provides basis for  determining training needs.   e     m   e  v   e   i  h   c   a   a     m   r  o   f   r  e  p  f  o   t  n  .  s    d   r  a    d   n   a   t  s  e   c  n   e    d    d   n   a  g   n   i  n   i  a   r    T    d   i  a  t  n   e     m   p   o   l  e  v   e  h   t  n   i  s



TRAINING & DEVELOPMENT



Performance evaluation can be a factor in determining rates of pay.   c  n   a     m   r  o   f   r  e  p  .  e    L   s  n   e  p     m   o   c  f  o   l  e  v   e   e   f   f  a  n   a   c  n   o   i   t  a   f  o  n   o   i   t  a  u   l  a  v   e  t  c



COMPENSATION MANAGEMENT



Chruden & Sherman Sherman,, Managing Human Resources, Sheffield university press, 1984, p.233
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Purposes of Performance Management System Appraisal serves a two fold purpose: (1) to improve employees work performance by helping them realize and use their full potential in carrying out their firms missions and (2) to provide information to employees and managers for use in making work related decisions. More specifically, appraisals serve the following purposes:



1. Employment decisions Diagnoses of  Organizational Problems



Feedback  Mechanism



Documentation Concern



Development concern



Feedback Mechanism: Appraisals provide feedback to employees therefore serve as vehicles for personal and career development. Performance appraisals must convey to employees how well they have have perf perfor orme med d on esta establ blis ishe hed d goal goals. s. It’s It’s also also desi desira rabl blee to have have thes thesee goal goalss and and  performance measures mutually set between the employees and the supervisor. Without  proper two-way feedback about an employee’s effort and its effect on performance, we run the risk of decreasing his or her motivation.



2. Develo Developm pment ent Concer Concern: n: - 7 – 
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Once the development needs of employees are identified, appraisals can help establish objectives for training programs. It refers to those areas in which an employee has a deficiency or weakness, or an area simply could be better through effort to enhance  performance for example suppose a college professor demonstrates extensive knowledge in his or her field and conveys this knowledge to students in an adequate way. Although this individual’s performance may be satisfactory, his or her peers may indicate that some improvements could be made. In this case, then, development may include exposure to differ different ent teachi teaching ng method methods, s, such such as bringi bringing ng into into the classr classroom oom more more experim experiment ental al exercises, real world applications, internet applications, case analysis, and so forth.



3. Docume Documenta ntatio tion n Conc Concern ern:: A performance evaluation system would be remiss if it did not concern itself with the legal aspects of employee performance. The job related measure must be performance supported when an HRM decision affects current employees. For instance, suppose a super supervi viso sorr has has decid decided ed to term termin inat atee an empl employ oyee ee.. Alth Althou ough gh the the supe superv rvis isor or cite citess  performance matters as the reason for the discharge, a review of this employee’s recent  performanc  performancee appraisals appraisals indicates that performance performance was evaluated evaluated as satisfact satisfactory ory for the  past two review periods. Accordingly, unless this employee’s performance significantly decreased (and assuming that proper methods to correct the performance deficiency were  performed), personnel records do not support the supervisor’s decision. This critique by HRM is absolu absolutel tely y criti critical cal to ensure ensure that employ employees ees are fairly fairly treate treated d and that that the organization is “protected”. Additionally in cases like sexual harassment, there is a need for employ employees ees to keep keep copies copies of past past perfor performan mance ce apprai appraisal sals. s. If retali retaliati ation on such such as termination or poor job assignments occurs for refusing a supervisor’s advances existing documentation can show that the personnel action inappropriate. Because documentation issues are prevalent in today’s organizations, HRM must ensure that the evaluation systems used support the legal needs of the organization.



4. Diagnose Diagnosess of Organizat Organizational ional Problems Problems As a result result of proper specificat specifications ions of performance performance levels, appraisals appraisals can help diagnose diagnose organizational problems. They do so by identifying training needs and the knowledge, abilities, skills, and other characteristics to consider in hiring, and they also provide a  basis for distinguishing between effective and ineffective performers. Appraisal therefore represents the beginning of a process, rather than an end product.



5.



Employment decisions Apprais Appraisals als provid providee legal legal and formal formal organi organizat zation ional al justif justifica icati tion on for employ employmen mentt decisions to promote outstanding performers; to weed out marginal or low performers; to train, transfer, or discipline others; to justify merit increases ( or no increases); and as one - 8 – 
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 basis for reducing the size of the workforce. In short, appraisals serve as a key input for  administering a formal organizational reward and punishment system.



How the approach has changed Shifts in Performance Management: The approach to performance management has changed over recent years and it is now recognized that enhancing individual and team performance will contribute to bottom line results.



3



Emphasis on Subjective Performance Criteria: An examination of many traditional performance appraisal systems reveals an emphasis on subjective criteria such as personality, loyalty, and initiative, as opposed to objective criteria such as number of units produced, days absent per year, dollar value of sales, and number of late arrivals at work. Nankervis and Leece found that subjectivity was one of  the most commonly reported difficulties with performance appraisals. Gallin similarly found that a large number of the appraisal methods studied were heavily based on opinion with little regard to the facts.  Now the emphasis of performance appraisal systems is shifting towards objective criteria. But still in some cultures like Peoples republic of China subjective factors such as ideology and political purity are included.



3



Pam Jones, The Performance Management Pocket book , Management Pocketbooks Ltd: UK,2000 p.9
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Personal Ba Based ((S Subjective) Initiative Dependability Leadership Ability Attitude towards safety Willingness to cooperate Verbal communication skill Enthusiasm for job Ability to work under stress



Performance Ba Based(Objective) Work quantity Sales volume Earning or profit generated Costs incurred Number of clients Number of rejects Account of scrap produced Attendance record



Performance Management Skills For conducting the process of effective performance management the managers must have the certain skills that are discussed below: 1. Delegating: The five-step process for  planned delegation  provides a way of getting work done and also a way of motivating and developing people to bring in fresh ideas. This, in turn, will develop greater trust and a climate for success within the team



5



Step 1: Analyze the task: Identify tasks you are unlikely to complete on your own and mark a portion or all • of them for delegation. 4



Management: 3rd Edition. Western Publisher, 2001 Raymond J Stone, Human Resource Management:



5



Pam Jones (2000), The Performance Management Pocket book , Management Pocketbooks Ltd: UK. p.39
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•



•



•



•



Are there any longer-term projects which you could delegate whilst they are still in the development stage? Will the task provide the individual with some sort of challenge or are you just delegating things which don’t really require delegating? Who else will you need to inform if you are delegating a task which involves others? How can you ensure that the individual will have the right degree of authority and responsibility to achieve the task? Can you link delegation to coaching and development?



Step 2: Analyze the Person: Who are the team members most suitable for delegation? • What workload do they have? Do they have the resources, knowledge and skills • to achieve the task? Will it dovetail into work they are already doing? • What’s in it for them? Will it help their development, provide them with greater  • visibility or provide a coaching opportunity? Try to stretch people but don’t break them. The challenges provided by delegation can be motivational but, if handled badly, can be stressful and threatening. Step 3: Agree a Monitoring System Involve the individual in the setting up of the monitoring system • Agree goals and targets for what you want to achieve by when • You may need to break the task down into stages or sub-tasks • Both parties need to be clear about what is being delegated and what is not • Define clear success criteria so that you both know what quality standards are • required and what the end result should look like Agree times to review progress; this will vary according to the task and the • confidence of the individual Step 4: Set the Climate for Delegation Listen Listen to ideas from the person to whom you are delegating; delegating; he or she will often •  bring a fresh perspective to the situation Keep the communication channels open at all times so the person can approach • you if problems are encountered Buil Build d in prai praise se and and feed feedba back ck alon along g the the way way so that that the the indi indivi vidu dual al feel feelss • appreciated, and ensure that credit is given for the work done Don’t interfere between review periods; you need to build trust and show that you • can empower the individual Build in coaching coaching and development opportuniti opportunities es where necessary necessary so the person • has the skills and abilities to complete the task  Step 5: Review Progress Review progress on a regular basis • Provide support and guidance •
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•



•



•



Ask searching questions to help the individual think things through rather than  provide all the answers When the task is completed review the progress against the success criteria you set earlier  Review the learning, identifying any new skills and competencies that have been acquired and any new learning goals for the future Gain feedback on your role; consider if there is anything else you could do in the future to improve your delegation



2. Coaching Coaching involves helping individuals or teams to develop and reach their full potential. Coaching usually takes place at work. There may be a task that you, as manager, need to delega delegate te or someth something ing you curren currently tly do which which could could be a learni learning ng opportu opportunit nity y for  someone else. It may be something looming in the future, a project or a presentation which would provide a developmental challenge to one of your team. It is also important to focus on the people p eople you wish to coach: What do they need to do to develop further? • Do they have a performance gap? • Is there something they do well which you could build on? •



The Coaching Skills



Matching the needs of the manager with those of the individual being coached requires careful planning. This can be agreed and developed during the initial coaching meeting.



6



o



Coaching requires managers to use a whole range of skills. They need to be aware of: Their own approach and influence on the people they are coaching 6



Pam Jones (2000), The Performance Management Pocket book , Management Pocketbooks Ltd: UK p.46



- 12 – 



 Research Report on “Performance “Performance Evaluation” o



The style and needs of those being coached; this means thinking about: Their development needs • The way they learn best • Possible pitfalls and problems •



3. Dealin Dealing g With With Poor Poor Perfor Performan mance ce We all have people who are not performing to standard, but try not to label them as ‘poor’ performers. Over their careers, people may have times when they are performing well and other times when they are not bringing in the results you expect. Your challenge is to maintain and develop the  performance of all your people. One of the main issues is when to act. Managing poor performance is a bit like cat catching sand falling throug ough an hourglass. You need to tackle the grains rather than wait for a heap of sand to  build up. When to Tackle Poor Performance Look at the diagram. When would you need to act? Consider four factors: 1. I know what the behavior is and it’s not up to scratch. Can you define exactly what  behavior is causing you concern? Could you describe it to a third party? A feeling is not enough; specific examples are needed rather than generalizations. 2. This is causing us a problem. Is the behavior just irritating or is it having a definite impact on the business? Is money being wasted or other staff being upset? You must demonstrate that it is detrimental. 3. Other managers would see this way. Am I interpreting this the right way? Would another manager accept this as reasonable and am I being eccentric? 4. I’m just being silly and picky. My personal dislike of u ntidy desks is not really fair. It doesn’t always mean that the person must be disorganized. I’m putting too much emphasis on too little evidence and personal idiosyncrasies. Only when you have satisfied yourself in all four areas is it time for action. You must be sure that you are dealing with a real problem which others would see objectively in the same light.



4. Motiv otiva ating ing There There is a whole whole range range of motiva motivatio tional nal theori theories es but the secret secret to motiva motivatio tion n is to understand your people. People are motivated by different things at different stages of their lives • You have a greater influence than you may realize in motivating your people • - 13 – 
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How to Motivate Others Allow the individuals to develop their job, continually improving on their work  • Set targets so that the employee can gain a sense of achievement • Give Give as much much auth author oriity as pos possibl siblee to all allow the the empl employ oyee ee free free rei rein • (empowerment) Give regular feedback to prevent misdirection of effort and bad feeling over  • external factors, making targets impossible Give praise and show appreciation • Encour Encourage age teamwo teamwork rk to enhance enhance a sense sense of belong belonging ing and develop develop valuab valuable le • synergy from the contributions of the individuals within the group Ensure that the work environment is conducive to good performance • •



•



• •



•



Find out what drives each of the team members: people are different; make an effort to understand individual aspirations Don’t assume that money is the only motivator; focus on extrinsic rewards can distract people from working to their full potential Realize that your own motivation will significantly influence that of others People will support what they help to create; give people variety and interest, and some control over what they do Show trust and be open with people; keep them in the picture, not in the dark 



5. Empow mpower erin ing g Empowering literally means ‘giving power’. It is the process of enabling others. By giving up power, you can actually gain more power and lead the organization more effectively. However, the whole idea of giving up power can be a little frightening. Empowerment need not entail surrendering your legitimate managerial authority, but it does represent a leap of faith. Empowerment is built around four elements The Four elements of Empowerment a)



Responsibility People need to feel a sense of ownership and see the big picture of how their contribution fits into the organizational vision. This will help to develop their sense of responsibility (and value) to the organization.



b)



Trust Trust is difficult to define. We know when it is there and we know when it is lacking. It is something that needs to be earned. To gain trust you need to be seen as working with integrity and honesty for the good of the team.



c)



Training
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People cannot take on new responsibility without the tools to do the job. These may be technical skills concerning software or machine maintenance, or managerial skills like influencing or coaching. These competencies may be called enablers and the match of  Enablement and Empowerment gives interesting results. d) Support Empowerment Empowerment can be enhanced enhanced through through providing providing support, spending time coaching, coaching, testing out ideas and allowing for mistakes. Most managers work under the umbrella of  low-support/high-challenge, with a greater workload and no support from above. This often leads to burnout and low morale. What is needed is a high-support/high challenge scenario. To do this, you need to ask searching questions, challenging the individual, but  provide support at the same time.



Features of Successful Performance Management System A performance management process that is operating effectively should produce the following result: Clea Clearr objec objecti tive vess for for the the organ organiz izat atio ion n and a soun sound d proce process ss for for iden identi tify fyin ing, g, • developing, measuring and reviewing them. An integration of corporate objectives set by senior management with the aims of  • individual employees. Greater clarity about the organization’s aspirations and objectives. • The development of a performance culture in which results are given a greater  •   priority than the more cosmetic aspects of organizational functioning such as conforming to standard procedures. The establishment of a continuing dialogue between management and employees • and a consequently greater emphasis on individual development needs. The development of a more open and learning environment in which ideas and • solutions are put forward and discussed in a non judgmental way and with the consequent development of a learning culture. An organization which makes things happen and achieves results. • Encouragement for self development. • While the other outcomes may seem like a counsel of perfection and will not all be achievable to the optimum level, they are areas in which tangible improvements are likely to be achieved if the process is properly implemented.



Challenges of Performance Management System Organizations frequently identify one or more of the following elements as the most “challenging” when implementing performance management systems. These are not insurmountable obstacles, but elements that require the greatest attention and work. If not addressed, they can cause the performance management managemen t system to fail.
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1.



Measuring/Evaluating Dim Dimensions Measuring/e Measuring/evaluat valuating ing performance performance in dimensions dimensions (or competencies) competencies) is usually usually the most difficult part of performance management, and for good reason. Since we are generally less comfortable discussing and giving feedback on behaviors, and because they are more subjective and less quantifiable than objectives, we tend to avoid this area. To evaluate  performance in dimensions requires collecting performance data. The accuracy of the evaluation is dependent on the quality of the data gathered. Performance data is obtained through through observ observati ations ons of behavi behaviors ors or, less less ideall ideally, y, by inferr inferring ing behavi behaviors ors throug through h knowled knowledge ge of result results. s. An exampl examplee of the latter latter might might be assess assessing ing performan performance ce in  planning and organizing based on the content of a project plan. The best type of data is a comple complete te behavio behavioral ral example example,, or STAR STAR (acron (acronym ym for Situa Situatio tion/T n/Task ask,, Action Action,, and Result). The complete behavioral example is at the heart of evaluating performance in dimensions, and it is important that people understand the behavioral example concept and consistently gather data in this format. In terms of how much data is needed to accurately assess performance in dimensions, three to four behavioral examples per dimension are generally adequate. Some behavioral examples are more relevant to the individual’s performance plan, and it is the relevance rather than the frequency of observation that determines the accuracy of evaluations. What’s needed is an adequate, representative sample, both positive and negative, of the  person’s key actions/behaviors relevant to each dimension.



2.



Keeping Leaders Focused Keeping leaders appropriately focused on performance management can prove difficult. Thre Threee impor importa tant nt tact tactic icss that that can can make make a diff differ erenc encee are are to (1) (1) keep keep the the topi topicc of   performance management constantly “in front” of leaders, (2) keep them involved with the system and its implementation, and (3) make them successful practitioners/models in its use. Some suggestions to help the implementation/ steering team promote executive focus: • • • •



•



3.



Get on agendas at staff meetings (especially senior management) Provide one-on-one coaching (especially to CEO and other senior management) Invite leaders to author performance management articles Use Use the the perf perfor orma manc ncee mana manage geme ment nt syst system em for for perf perfor orma mance nce manag managem emen entt accountability Periodically ask what leaders think is working or not working about performance management in their organization.



Link Linkin ing g Job Job Desc Descri ript ptio ions ns to to Perf Perfor orma manc ncee Mana Manage geme ment nt Having Having direct direct links links betwee between n job descri descripti ptions ons and indivi individua duall perfor performan mance ce plans plans and appraisals is critical in some industries and can have legal implications. For example, in the health care industry, health care providers are audited by the Joint Commission on - 16 – 
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Accreditation of Healthcare Organizations (JCAHO) and are required to demonstrate such links in their audits. The most common challenge is keeping job descriptions up to date. Performance plans in a good performance management system will maintain a current view of the expectations and accountabilities for an individual or team. To keep the performance plans and job descriptions in alignment, therefore, it is important to maintain up to date organization’s job descriptions



4.



Impl Implem emen enti ting ng Perf Perfor orma manc ncee Man Manag agem emen entt for for Staf Staff  f  Implementing performance management for staff is much the same as implementing the system system for manage managers rs for most organi organizat zation ions. s. An issue issue at the lower levels levels in some some organizations is whether individuals will be held to performance “standards” required of  everyone in the same position, or whether individuals have enough latitude in what they do to warrant a say in the content of an individualized performance plan. Where there is virtually no room for the employee, the time and energy devoted to the preparation of   performance plans may be unnecessary energy.



5.



Link Linkin ing g Com Compe pens nsat atio ion n to to Per Perfo form rman ance ce Mana Manage geme ment nt Linkin Linking g compens compensati ation on to perfor performan mance ce manage managemen mentt is a very very broad broad subject subject;; the attempt here is to summarize a few basic b asic suggestions.



Align compensation with performance management Make sure the compensation system rewards what is being asked of the individual • in the performance management system or, at least, is not in opposition. For  example, if accountabilities in the performance plan are focused on quality, then the compensation system should not be rewarding primarily quantity. Just like the performance management system, align the compensation system • with the organization’s cultural and business strategies. Separate pay and performance review discussions When having a performance performance review discussion, discussion, it is best to keep the discussion discussion focused focused on the individual’s performance. Any discussion about pay will draw the focus to pay and dilute the developmental benefits related to the performance discussion. Link pay to performance Use performance data as one element in determining a merit pay increase. • When When comm commun unic icat atin ing g a meri meritt pay pay incr increa ease se,, disc discus usss the the perf perfor orma manc ncee • considerations that affected the increase. Though it’s not a good idea to talk about   pay pay when when havin having g a perf perfor orma mance nce disc discus ussi sion, on, it is desi desira rabl blee to talk talk about about  performance when having a pay discussion.



6.



Matr Matrix ix Mana Manage geme ment nt and and Per Perfo form rman ance ce Mana Manage geme ment nt - 17 – 
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Dual reporting relationships, such as in a matrix organization, offer special challenges with regard to performance management. An individual may report to both a functional and project manager; a person may report to a management team in addition to an individual manager; individuals may not be physically located with their managers; or  teams may report to other teams without individual reporting relationships being defined. This can be avoided through: One performance plan Have each individual maintain one performance plan. The content of the plan • should include accountabilities drawn from each of his or her varied reporting relationships, including involvement on cross-functional and other types of teams. Structure all the content of the plan as a s normal • Set expectations for self-management Employees must be highly self-managing, taking even greater ownership for their  •  performance plan and data. Make this expectation clear up front. Re-deliver specific units out of performance management training that teach self  • management skills, such as self-tracking, feedback, and coaching. Gather multiple perspectives For the end-ofend-of-cyc cycle le review review,, perfor performan mance ce data data must must be gather gathered ed from from the multip multiple le constituencies involved regarding the individual’s performance.



7.



Keeping the System Alive The greatest greatest challenge for many organizations organizations is keeping keeping the performance performance management management system viable after the first year or two. A 1995 survey indicated that 44% of 218 companies with performance management systems had changed systems in the previous two years and that another 29% expected to do so. Other studies have shown most organizations replace their system on average every 3–4 years. It is important important to periodical periodically ly monitor the system, system, revise portions portions of it when necessary, necessary, and refresh people’s interest in the system. Too often, organizations ignore the system and then are faced with completely dismantling it after the system has become woefully out of step with the times, or employees mistrust its use.



8.



Legal Constraints: Perfor Performan mance ce apprais appraisals als must must be free free from from illega illegall discri discrimin minati ation. on. Whatev Whatever er form form of  evaluati evaluation on the HR depart department ment uses, it should should be both both reliab reliable le and valid, valid, otherw otherwise ise  placement  placement decisions may be challenged challenged because they violate violate equal employment employment laws or  other laws nowhere are such suits more likely than in cases of “wrongful discharge”, which occurs when someone is improperly fired. They also arise when decisions involve layoffs, demotions, or failure to promote.
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9.



Rater Biases: Rater Biases are one of the biggest challenges of the performance management. The  problem with subjective measures is the opportunity they provide for the bias. Bias is the inaccurate distortion of a measurement. Bias often occurs when raters do not remain emotionally unattached while they evaluate employee performance. The common rater   biases include the halo effect, cross-cultural biases, personal prejudice etc. These common errors or biases are enlightened later in the report.



The Performance Management Process: Performance management process is composed of four main stages: 1 2 3 4



Plan Planni ning ng Perf Perfor orma manc ncee Mana Managi ging ng Per Perfform ormance ance Revi Review ewin ing g Perf Perfor orma manc ncee Rewa Reward rdin ing g Perf Perfor orma manc ncee



These steps are interconnected as shown in figure-



1. Planni Planning ng Perfor Performan mance ce As with the introduction of any process, there first needs to be clarity about the primary reason reason for introdu introducin cing g perfor performan mance ce managem management ent and a clear clear view view about about what it is expected to deliver in terms of results. There also needs to be strong commitment from the top to the introduction of process, as without this commitment it will be difficult to gain support from the lower echelons of organizations and insufficient resources may be allocated to achieve the desired result. The next logical step in designing a performance management system is the setting of  objectives. objectives. Typically, Typically, these will derive derive from the organization organization’s ’s overall overall direction direction and strategy and from broad statement of intent which will be gradually refined, cascading down the organization, until they are translated into individual targets. This is known as the top-down approach. An alternative to this is bottom-up approach. In this case, as the name suggests priorities and targets would be identified by those lower down in the organization. In some respects this might seem illogical as it runs counter to the theory that jobs exist for a particular purpose is determined by the organization’s management. Certainly in most situations it would be expected that the targets of individual employee would be dependent on the overall objectives. However, there are circumstances in which the bottom-up approach can be useful means of determining overall objectives. This will normally arise in large organization in which senior management may be a long way removed from the customer or client base. In such circumstances the employees at the 'coal-face' may well have a sounder appreciation of the needs of those customer or clients and be therefore better able to decide on the kinds of priorities that are likely to result in greater customer satisfaction.
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When consideration is given to target setting for individuals, it should also be borne in mind that those individuals will have aims that are not just work related. Indeed their   priorities are much more likely to revolve around such issues as promotion prospects,  pay, recognition, time-off, lifestyle, relations with colleagues and the boss. Objective setting:



An objective may be defined as a “clear statement indicating how a particular output will  be achieved in both quantitative and qualitative terms”. Good objectives should conform to what have been described as “SMART’ criteria, i.e. they should be: • •



•



• •



Specific- As precise as possible and relating to only one identifiable output. Measurable- Or it will be difficult, if not impossible, to judge when they have  been achieved. Achievable- Or they will lose credibility, be demoralizing and serve no useful  purpose. Result oriented- Be related to the end result which is to be achieved. Time related- Objectives without a clear timescale give no guidance on priorities.



There are a number of other factors to be taken into account when setting objectives. It has already been stated that they should be achievable., but it should also be borne in mind that the extent to which someone will be motivated to achieve a particular objective will depend on the extent to which they are able to influence it. In a manufacturing environment, for example, an individual may well have a higher  degree of control control over the number of units produced. Similarly Similarly sales representative representative will usually have a high degree of control over the visits they might make to potential customers. In these case objectives can be set which can contain, among other things, certain target volumes to be achieved, and the individuals will usually regard these as  being logical, although they might debate the actual numbers selected. On the the othe otherr hand hand,, sett settin ing g targ target etss over over whic which h a pers person on has has litt little le cont contro roll will will be demoralizing and will be unlikely to result in the set target being reached. There are numerous examples of this; supervisors may often be held accountable for the motivation and morale of employees under their control. However, this motivation and morale can suffer for reasons that are totally beyond the control of the supervisor, such as poor   business performance, weak senior management, redundancies, etc. Whil Whilee it is cruci crucial al that that obje object ctiv ivee and and targ target etss shoul should d be thos thosee that that indi indivi vidua duals ls can can influence, it is also important that they are significant ones for the organization. Almost anyone who works in an office, for example, has a considerable amount of influence over  the way in which they organize their paperwork, but setting targets for them to attain is hardy likely to make a significant contribution to the organization unless that is the organization organization’s ’s business, such as a company which processes credit card transactio transactions ns on   behalf of Barclaycard or American Express. The overriding consideration is that any objective should, as far as possible, both give the organization some kind of competitive advantage or have the impact on the direction and performance of the business, and also  be those over which the individual has a high degree of control. The higher degree of 
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control and the more significant the attainment of a specific objective, the more desirable it is for the organization. It is very important to ensure that any objective set relate to corporate objectives and that they align well with those set for other posts. For this reason objective setting should not  be done in isolation for one post only but should take account of all other posts in a  particular team or group and all the other individuals and teams with which they interact. Although objectives have to be achievable, they should also be stretching to ensure that the organization performs well and grows where possible and to develop the individual  post holder. Objectives that will be attained in any case and with the little discernible effort on the part of post holder are of little value. Objectives should be set in all the important areas of the job and should not be too numerous, otherwise it will dilute the impact and divert the individual’s attention from the matters that are really important. While the precise number will depend on the type of   job and the kind of objectives set, any number significantly greater than ten is likely to be too many for one person to cope with realistically. Obviously Obviously some objectives objectives will be more important important than others and the prioritie prioritiess should  be made clear. Those which should be given greatest priority are ones which will have most significant impact on the organization and give the greatest competitive advantage. A surprisin surprisingly gly difficult difficult aspect of measuring measuring actually knows when someone has attained his or her targets. Even when clear and concrete targets are available this can still be difficult. For example, if someone has set a sale target of Rs.100, 000 in a year but achieves Rs.97, 000 only, is that on target or not? A strict literal interpretation would be that individual is below the target. However it is more likely that any figures within what may be regarded as an acceptable range would be treated as on-target performance. It all depends on he circumstances in which he results are obtained and the way in which the performance process operates. What is important is that wherever possible numerical targets are set. Obviously most jobs have certain aspects to them that are not easily measurable and for others the output may be very difficult indeed to define. How, for  example, can you measure the outputs of a scene of a crime officer in a police force? Or a rese resear arch cher er?? In such such case casess perf perfor orma manc ncee obje object ctiv ives es may may have have to rela relate te more more to competencies than measurable outputs, and this is considered further below. Competency based objectives:



It has been stated that objective should, as far as possible, be specific and measurable. This means using clear output measures wherever possible. For many jobs, however, output outputss are not all clear. clear. While While general generally ly it is easy easy to determ determine ine the perfor performan mance ce measures for the most senior management posts in the organization, usually based on overall organization performance and including such parameters as earning per share, and for the most junior posts which are likely to be task based, it is much more difficult for  those posts in the middle where there is a less direct link with outputs. Similarly even where there are clear measures, to focus on unit of production alone could neglect the qualitative and development aspects of any role. Any performance management scheme should therefore have a mixture of quantifiable output outputss and more more behavi behaviora orally lly based based compet competenci encies. es. The impor importan tantt points points in using using competencies as performance measures are: - 21 – 
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•



• •



•



2.



They must be worded in such a way that they can be objectively assessed, otherwise they run the risk of becoming just shopping list of desirable traits. They must be relevant to the job. There should be a common core of competencies for jobs operating in same environment; otherwise it will be difficult to establish common standards. They should mot be too numerous otherwise the same thing may be measured more than once.



Managing Pe Performance



Once performance performance objectives objectives have been set and action action plan agreed, the next stage of the  performance management process is to ensure that those plans are acted on and the required results produced. ‘Management’ in this sense means more than conducting an annual appraisal, although such actions will inevitably form an important part of the  process. What it is really about is giving employees the necessary support and create the appro appropr pria iate te cond condit itio ions ns for for them them to be able able to deliv deliver er requ requir ired ed resu result lts, s, in effe effect ct ‘empowering’ them. In particular terms that is likely to mean: Givi Giving ng nece necess ssar ary y prac practi tica call supp suppor ort, t, such such as provi providi ding ng the the appr approp opri riat atee • resources. Ensuring that employees are clear about the results and giving any advice or  • clarification that may be needed. Giving employees the necessary training and development to ensure that they • are able to achieve their accountabilities. Adjust targets, priorities and performance measures according to changes in • organizational priorities, markets, government, policies, etc. In essence this involves adopting a management style approach that helps to develop a  performance culture in which results are perceived as more important than traditional conventions of behaviors within the organization. For example, there should be less emphasis on ensuring that people are in the office between certain hours and more on what they produce while they are there, although of course in many environments good timekeeping would be an essential requirement for effective performance. An important part of managing performance is also taking responsibility for one’s own   performanc performance. e. This requirement requirement applies applies equally equally to managers managers and subordinate subordinate,, but it’s  particularly important for managers to lead by examples. It is over simplifying to suggest that there is any one management style that is the best. The most appropriate style in any particular situation will depend on a number of factors, including personality of the individual, the nature of the task, the timescale and the culture of organization. For example, in any organization such as fire services, because of  consequences of not acting as a team and responding quickly to direct instructions could  be fatal, a directive style of management is most appropriate, at least for operational staff. This is reinforced by strict rules, drills and uniforms. On the other hand, with a team of   professional engineers, a more participative style is more appropriate to ensure the fullest consideration of ideas and views and because the nature of the role is to reach agreement through discussion (in most cases). Similarly some individuals prefer to be directed while - 22 – 
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others loathe it. Jobs that have to be completed against a very tight deadline require strong direction and control. Except where tasks are very prescribed, and possibly even then, the most effective management style is likely to be one that empowers individuals to make decisions that are are with within in ther theree comp compet etenc encee and and that that gives gives them them all all the the neces necessa sary ry supp suppor ortt and and encouragement. The aim in effectively managing performance, therefore, should be to adopt a style which gives coaching and assists in people’s development, but with the option held in reserve of becoming more directive should be the need arise. At the end of  day it’s the role of the manager to ensure that the results within his control are obtained, and the delegation or empowerment of subordinates does not absolve that manager of that responsibility. There may be the danger that subordinates may not be able to cope with the ambiguity that could arise from the use of different styles at different times. The way round this problem is to make it very clear just what the ground rules are i.e. “the way things are done round here”. Over the years organizati organizations ons have written written down what their   philosophy of management is, as is the case, for example, CASE STUDY- Hickson’s basic beliefs and aims:



Hickson International sets out a number of basic b asic beliefs including: • • •



•



•



Being a “leading player” in it’s chosen market. Placing a high priority on customers’ satisfaction, quality and service. Using the “best available technology” to develop new products’ but also playing a responsible community role, paying proper attention to all safety, health and environmental issues. Operating Operating with a lean center and devolved devolved businesses businesses,, working working within an agreed strategic framework. Encour Encouragi aging ng all employ employees ees to be innova innovativ tive, e, change change orient oriented, ed, adapta adaptable ble and willing to stretch their performance.



It is a fact that many employees may not wish to take responsibility and also that in  production environment activities may be so closely defined that such an approach is impractical. Indeed it had been reported that the renowned Volvo production approach, involving group technology and team working, had to be revised because production cost couldn’t be kept competitive with more traditional methods. The ICI approach to performance management had placed a great deal of emphasis on the importance of coaching by line managers. This approach met with some of traditional objections, prime among which was the amount of time taken up, and how this diverts managers from their real job. The fact remains that the key to ICI approach , and central to any effective performance management process, is the need to ensure that it is owned  by the line managers. What is encouraging about ICI experience is that even research departments could see the value of objective setting, despite the difficulties.



3. Review Reviewing ing Perfor Performa mance nce
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Stri Strict ctly ly spea speaki king ng that that perf perfor orma manc ncee revi review ew is part part of the the proc proces esss of mana managi ging ng  performance. However, in view of specific considerations that apply to this aspect of the  process it is convenient to examine it as a separate element. Where performance appraisal exists, it typically centers round interview held once or  twice a year, between the post holder and his or her boss. Sometimes the outcomes of this interview can have a direct bearing on pay or promotion, whereas in other cases the emphasis emphasis is on training training and development. development. Often performance performance issues issues are raised raised that may not have been discussed at any time during the year. Some interviews can be bland, with the employee left with the impression that he or she is performing satisfactorily even though that may not be the manager’s true view, this is  because large number of managers find it uncomfortable to be openly critical of their  subordinates’ performance, even though they may be prepared to make such criticism to third parties. At the other extreme, interviews can degenerate into sessions for apportion  blames for past failures. What is ideally required is a process that is constructive and supportive and that gives advice that can help individual improve and develop. Able and well-motivated staff will usually usually welcome welcome constructiv constructivee criticism criticism.. To achieve achieve this there are certain certain principles principles that need to be adhered to: •



•



•



•



•



The appraisal interview should not contain any surprises. The appraisee should be well aware of his/her level of performance before the interview because of the regular feedback given by managers. The process should be applied to everybody. Every employee has the right to know how well he/she is doing and it is an obligation on the part of management to let him/her know. Employee should be encouraged to review their own performance and give the opinions about how they think they have done. The discussion should be focused on the targets that have been set and the achievements against those targets. Appraisers should remember the rule that they have two ears and one mouth, to be used in that proportion when conducting an appraisal interview.



Rating performance



A crucia cruciall part part of perfor performan mance ce apprais appraisal al is judgin judging g how well an indivi individual dual has  performed against identified targets. Generally, assessing the results will be easier  than judging the quality of those results, but it can be far from straightforward even when the measure seems obvious. In making judgments about performance there are a number of key principles to be adhered to: •



The performance should be judged against overall objectives, which may have   been been broken broken down down into into separa separate te target targetss which which togeth together er contri contribut butee to the overall objective. For example, an objective of reaching a certain level of sales may be comprised of target figures for individual products.
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•



•



•



•



•



•



As far as possible, objectives should be quantifiable, although for most jobs there will be a mixture of hard h ard objective measures and competencies. Unfo Unfort rtun unat atel ely y ther theree are are few few shor shortt cuts cuts when when it come comess to asse assess ssin ing g  performance. Careful consideration has to be given to each of the objective and targets and account has to be taken of the circumstances in which they were achieved. There is rarely any easy formula that can be used for a  particular measure. In rating performance, the appraiser should take account of every aspect of the  job, give an overall rating for the job as a whole and not be unduly influenced  by extremes of performance in one part of it. In considering individual performance, emphasis should be placed on what are rega regard rded ed as prio priori rity ty obje object ctiv ives es and and the the over overal alll perf perfor orma mance nce shoul should d be measured against the post holders’ accountabilities. Account should be taken of any internal factors affecting performance, such as changes changes to the organi organizat zation ion,, the availab availabili ility ty of resour resources ces,, the degree degree of  challenge built into the accountabilities in first place. One of the greatest difficulties any manager experiences in appraising staff is  being objective about the individual. There is a tendency, naturally, to want to give better ratings to people we like than to those we are less keen on. Similarly, judgments can be influenced by the “halo effect” in which one impressive attribute can tend to make the appraiser rate the others more highly than they perhaps deserve. The converse could be described as the “horns effect”, in which poor performance in one area could color judgments about other aspects. The appraiser should also take account of external circumstances, particularly in terms of market conditions, changes to the law or in government policies, and economic economic conditions. conditions. There are several several examples examples of large divisional divisionalised ised companies where some divisions are buoyant and managers are hitting their  targ target etss or excee exceedi ding ng them them with with ease ease,, wher whereas eas in other other divi divisi sion onss of the the company, because of a difficult market, managers with similar targets struggle to get even close. In such circumstances account has to be taken of the  prevalent market conditions, even at the risk of undermining what might be  perceived as internal equity.



There There are a number number of differ different ent ways ways of descri describin bing g the perfor performan mance ce rating rating.. Some Some organizations use a standard verbal description, others may assign an alphabetical or  numeri numerical cal rating rating,, while while yet others others may descri describe be perfor performan mance ce as ‘on target target’, ’, ‘above ‘above target target’, ’, etc. etc. Simil Similarl arly y the number number of levels levels varies, varies, with with five five being being about about the most most commons. The key to successful performance appraisal probably lies in ensuring that line managers have ownership of the process, that they are fully trained in it, and that there is general acceptance acceptance of the principle principle of appraisal by the employees employees concerned. concerned. The one thing that is certain is that is individuals’ performance will be appraised anyway. The issue is that whether it should be done informally or formally and in an open and systematic way which can develop and reinforce a performance culture. However, once implemented, the  process  process must be the only one in existence. existence. There is at least one organization organization in which in - 25 – 
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addition to the formal scheme there was another, informal one through which manager  could qualify any comments they might have made in face-to-face discussion with the appraisee. appraisee. These qualified qualified comments could be made unofficially unofficially to senior senior members members of  management and would be placed on individual’s files. Obviously such an approach undermines the whole principle of performance management.



4.



Rewarding Pe Performance Rewarding performance is the element of the performance management process which seeks to give employees some kind of return for achieving their targets. This is wider  than just financial recompense and includes such things as praise, greater opportunities for training and development, and promotion. Very often one of the things most sought  by an employee is the recognition that he or she is doing a good job and where, for  example, this is expressed in terms of bonus it is very often the recognition rather than the cash that really matters. It is only when money enters the equation that rewarding   perfor performan mance ce become become very very tricky tricky and the emphas emphasis is her is theref therefore ore on the financ financial ial aspects. People very often consider performance management solely in terms of performance related performance related pay (PRP). When there are business pressures to improve  performance a common reaction of many managers is to want to pay for the results, even thou though gh the the orga organi niza zati tion on may may have have no comp compre rehe hens nsiv ivee syst system em of perf perfor orma manc ncee management. However, it is never appropriate to introduce PRP unless there is already such system in place. It is very difficult to get this aspect of process right, and there are numerous examples of PRP schemes, which may be called, ‘merit pay’, ‘performance  bonuses’, ‘incentive bonuses’, etc that have fallen into disrepute. For examples, a recent in-depth study by the Institute of Manpower Studies in three organizations, a building society, a food retailer and a local authority, found that merit pay was more likely to demotivate than motivate employees. Similarly, a recent study of managers in British Telecom found that some 60% believed that PRP was applied unfairly. Both in London Borough of Lewisham and Sheffield City Council have abandoned there PRP schemes. At Lewisham it was reported that there had been no improvement in productivity, the  performance element of salary was an insufficient incentive and many managers resented the the scor scores es they they had had been been give given. n. The The Shef Sheffi fiel eld d schem schemee has been been desc descri ribed bed by the the Council’s Chief Personnel Officer as “irrelevant at best and divisive at worst.” Objectives of Performance Related Pay (PRP):



Given that it is difficult to get it right, why do organizations seek to relate pay to  performance and why is it apparently an increasing trend, particularly in the public sector  and especially in those parts that have been recently privatized? The introduction of PRP can have a number of objectives: •



•



To motivate employees as they will see that their rewards are directly related to their efforts. To increase employees’ focus on and commitment to corporate objectives. - 26 – 
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To help develop a performance culture or to reinforce the existing culture. To reward the contribution made by individual to the organization’s success. To help recruit and retain high-quality staff. To ensure that rewards are in line with w ith organizational performance.



Conditions for the successful introduction of PRP:



For PRP to be introduced successfully, the following factors must be obtained: •



•



•



•



•



•



•



•



•



•



•



•



•



The scheme must be appropriate to the organization’s culture. There is no such thing as an off-the-shelf scheme, and in some cases it may not be appropriate to have any scheme at all. The scheme must be closely linked to a comprehensive performance management  process. Without such a process, PRP can’t be expected to work properly. The perfor performan mance ce manage management ment proces processs must must includ includee a robust robust mechani mechanism sm for  setti setting ng object objective ivess and targets targets that that meet meet the criter criteria ia set out earli earlier, er, and for  reviewing, assessing performance against these. There has to be top management commitment to the process, so that it is owned  by line managers and not merely seen as a personnel system. While the measures on which performance is judged should as far as possible be quantifiable and objective, some more objective ones will inevitably need to be included. One of the key considerations is to ensure that the managers operating the scheme are thoroughly trained in its principles. The scheme should be sufficiently flexible to be able to take account of changes in business or individual circumstances. The link between financial rewards and performance must be clear one and should  be effectively communicated to the employees. There is a need to ensure that performance measures are not just quantitative but also qualitative in nature including, for example, such measures as teamwork and innovation. The rewards should be seen to be appropriate in terms of effort put in and the results produced. If they are regarded as derisory the scheme will soon fall into disrepute. In goal goal sett settin ing, g, acco account unt shoul should d be take taken n of the the need need to achie achieve ve longlong-te term rm objectives as well as short-term ones, and any PRP scheme should be designed to reward both. The scheme should concentrate rewards in those areas of business that are deemed to be of prime importance. In other words, if it is the intention of organization to try to improve return on capital employed, then this should be one of the factors that are incentives. Jobs must be clearly defined and accountabilities spelt out, if individuals are to achieve the required result.
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Finally, there should be total clarity about why the process is being introduced and what it is to achieve. Without this clarity it’s better not to proceed.



CASE STUDY- London Borough of Bexley: Objectives : The London Borough of Bexley has a comprehensive Staff Appraisal and Performance Related Pay Scheme which has the following objectives:     



To ensure that staff knows what they are required to do and how performance will  be assessed. To help staff develop the skills necessary to ensure success and prepare for   promotion. To provide a mechanism for staff to discuss job performance with their managers and benefit from feedback. To ensure that fair and objective assessment of performance is made for the  purpose of salary progression. To provide each employee with a record of service and achievement in Bexley.



The aim is to improve the Council’s overall performance by helping individuals of staff  to improve their own performance. Planning performance: Staff performance plans are based on three elements:   



Account Accountabi abilit lity y statem statement ents, s, usuall usually y betwee between n six and eight eight in number numbers, s, which which define the key outcomes for posts. Effe Effect ctiv iven enes esss indi indica cato tors rs,, whic which h are are the the meas measur ures es agai agains nstt whic which h each each accountability is assessed. Annual supplements, which are specific tasks or projects und ertaken in addition to the post holder’s accountability.



Managing performance: In addition, six main areas are defined d efined for the assignment of accountabilities. These are: 



Strategy- assisting in the formulation of Council’s objectives.  Direction- producing and communicating operational plans.  Implementation- providing services within the set time. Organiz izat atio ional nal cont contro roll and devel developm opmen entt- main mainta tain inin ing g and devel developi oping ng the the  Organ Council’s structure and processes.  Staff management and development- recruitment, management and development of staff to achieve existing objectives and meet future challenges.  Personal effectiveness- maintains and develops full range of relevant knowledge and skills. Although, exceptionally there may be other specific accountabilities.
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Reviewing performance: There are three formal appraisal meetings a year.   



A review review of accountabilities accountabilities and agreement agreement of specific specific tasks and projects projects for the year. An intermediate assessment to review progress and performance(six monthly) An end end year ear asse assesssmen smentt to rat rate the empl employ oyee ee’’s perf perfor orm mance ance in each each accountability area and award of a final performance category based on the full year. The ratings are: 1. Superi Superior or all round round performa performance nce-- notabl notablee object objective ivess achiev achieved ed which which will  bring lasting benefits. 2. Perf Perfor orma manc ncee gene genera rall lly y exce exceed edss job job requ requir irem emen ents ts-- some some sign signif ific ican antt achievements. 3. Performanc Performancee general generally ly satisfies satisfies job requiremen requirement. t. 4. Sati atisfac sfacto torry per perfor formanc mancee in mos most aspe aspect ctss of the the job wit with some ome improvement required. 5. Significant Significant improve improvement ment require required d to satisfy satisfy job require requirements. ments.



Rewarding performance: While the appraisal process is seen as providing an opportunity to focus on training and development needs, the performance category awarded will also have a direct impact on appraisee’s salary progression. This is determined by the use of a salary progression matrix which takes account of the employee’s current position in the pay range.



Effective performance management is central to the success of the organization as people are probably the greatest variable and are likely to be the crucial difference between success and failure. It also has implications for all the other systems of the organization including recruiting, pay and benefits, training and development and employee relations.



The Performance Management Control Cycle: Figure A shows that how performance management ensures that both the individual activ activit itie iess and and goals goals of the the staf stafff cont contri ribu bute te towa toward rdss the the achie achieve veme ment nt of corpor corporat atee objective. Working towards the achievement of individual goals improves motivation of  staff, but also monitoring progress towards goals helps management make more accurate   predi predicti ctions ons of busine business ss unit unit perfor performan mance ce and more more accura accurate te and inform informed ed decisi decision. on. Performance management acts as an enabling process in motivating staff by providing staff with opportunities to undertake specific tasks within broad parameters. Elements of 
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supe superv rvis isio ion n are are ther theref efor oree buil builtt into into the the way way in whic which h the the proc proces esss oper operat ates es.. Company Mission & Vision



Reward Strategy?



Strategic decisions  plans and objectives



Monitor & evaluate



Assess organizational competence & capabilities



Employee Competencies and capabilities



7



Training development needs



Management competences & capabilities



Set manager/employee key results areas & indicators



Set  priorities & targets



Set Manager  Employee aims a& objectives Set manager/ employee  performance targets



Review Performance Appraisal Systems modify if necessary



Managerial Managerial control is achieved using the cycle shown in figure figure B, which operates booth info inform rmal ally ly on an ad hoc hoc basis basis and and form formal ally ly on the the annua annuall basi basiss in the the cont contex extt of   performance appraisal



A key key resu result lt area area is an acti activi vity ty or acti activi viti ties es within a person’s job where particular actions must be taken to ensure that goods are produced according to set criteria or service delivery to customers achieved to the required standards. Key perfor performan mance ce indica indicator torss are quantit quantitati ative ve and/or and/or qualita qualitati tive ve measur measures es which which indica indicate te to what extent a key result area has been achieved and provi provide de an indi indica cato torr of how how stre stretc tchi hing ng future targets or job goals should be undertaken. A key key perf perfor orma manc ncee indi indica cato torr acts acts like like the the inst instru rume ment nt on the the dash dashbo boar ard d of a car, car, they they 7



Barry Cushway, Human Resource Management., 1994. p.145



Fi ure B
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 provide signals to the driver about how well the engine and ancillary equipment are  performing. 8



Key results and strategy centered performance management system:



Key result areas are linked directly to departmental business plans. This means that key result areas (KRAs) could include a range of activities and dimensions, for example:    



Business performance targets. Step-by-step change improvements. Implementing self development plans. Development or maintenance of management practices.



In isolation, KRAs are of limited use. To become meaningful KRAs need to be linked to goals which the department or individuals individuals aim to achieve achieve during a review review period. A key  performance indicator (KPI) is a description of a situation which a manager and their  team team aims aims to achieve achieve within within a given given time time scale scale and other other appropr appropriat iatee constra constraint ints. s. Furthermore, the goals set should be achievable and reasonable in their complexity. Prioritization is also necessary to ensure achievements of the most important goals at the expense of others. The role of KPIs is to identify the business output which must be achieved in order to achieve the business plan. These outputs should be included in manager’s KRA and  provide the business performance target of KRA. It is also appropriate to include other  compon componen ents ts in a mana manage ger’ r’ss KRA KRA whic which h may may come come about about as a resu result lt of, of, say, say,,, the the company’s company’s mission mission as equal opportunities opportunities employer employer or other associate associate departmental departmental goals. The advantage of managers to use the key performance indicator is that by monitoring trends in performance it can be seen in a glance if operations are going according to plan or going awry. Management time and effort can then be targeted at the key areas of  activity. Key performance indicators can be used:    



To report progress against objectives throughout the company; To help diagnose any cause of shortfalls in any performance; To provide feedback loops to aid continuous improvement in business operations; As a basis on which to appraise app raise the performance of individual managers



The combination of key result area (KRAs) and key performance indicators (KPIs) within   perfor performan mance ce manage management ment syste systems ms helps helps provid providee the means means of accura accuratel tely y alloca allocatin ting g resp respon onsi sibi bili lity ty for for opera operati tiona onall acti activi viti ties es and and moni monito tori ring ng progr progres esss towar towards ds thei their  r  achievement. 



8



KPIs should be Specific in terms of the aspect of work performance to which they relate.



,1994, p.146 Barry Cushway, Human Resource Management. ,1994,
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KPIs should be Measurable in terms of quantity and quality. KPIs should be Achievable within other work constraints. KPIs should be Relevant to the aims and a nd objectives of the department. KPIs should be Time constrained.



With the increasing complexity of business, however, it may not always be possible to allocate responsibility for an area of service delivery to one person in isolation and the others and the balance between individual and shared responsibility should be identified.



Appraisals and Performance Management: There’s considerable pressure on organizations to adopt performance control approaches to appraisal, and that even in organizations that espouse an HRM orientation, beliefs that emph emphas asiz izee rati ration onal alit ity y and and effi effici cien ency cy may may beco become me part part of a take takenn-fo forr-gr gran ante ted d assu assump mpti tions ons.. Clea Clearl rly y an orga organi niza zati tion on whic which h desi desire ress to devel develop op appr apprai aisa sall with with a development focus will need to challenge such assumptions but also accommodate them. The result is likely to be the emergence of sophisticated models that make use of multiple techniques that satisfy the demands of multiple users. Over the year s, a large battery of  techniques has been made available to organizations. Some of these techniques carry validity and reliability scores suggesting greater ‘objectivity’, for example psychometric tests and more recently, assessments based on competency frameworks. However what cannot be escaped is that all employees will have an opinion on how well they are  performing, the rewards they desire and deserve, and the training they require. That is, whatever techniques of appraisal are employed, self appraisal and self rating will be there too. Where the emphasis of appraisal is on evaluation and performance control, it is only to be expected that differences will exist between the individual’s self-appraisal and the appraisal by his or her supervisor. Campbell and Lee (1988 p.303) suggest a number of  discrepancies between self supervisory appraisal.  







Informational – disagreement about work to be done, how it is done, and the standards to be used in judging results. Cognitive – behavior and performance are complex and appraisers attempt to simpli simplify fy this this comple complexit xity. y. Differ Different ent percept perception ionss will will result result in disagr disagreem eement ent  between appraisers and appraisees. Affective – the evaluative nature of performance control appraisal is threatening to appraisees and triggers defense mechanisms, leading to bias and distortions in interpreting information. Appraisers may also find appraisal threatening.



All of the above would suggest that self appraisal in an environment of evaluation and control control is not effective effective and this is not surprising, surprising, however Campbell and Lee suggested that:  Such pessimistic conclusions do not rule out the possibility that self appraisals can be used as important development and motivational tools for individuals (1988 p.307)
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We have already shown that employees are able to observe their own performance and obtain data for apprising strengths and weaknesses and identifying future goals from the   proc proces esss of work workin ing. g. We have have also also show shown n that that such such obse observ rvat atio ions ns may may allo allow w the the orga organi niza zati tion on to bene benefi fitt from from risi rising ng effi effici cien ency cy and effe effect ctiv iven enes esss incl includ udin ing g bett better  er  standards. Allowing employees to appraise themselves is an acceptance of values of such a process process for individuals individuals and the organizations. organizations. The extent to which employees employees are able to appraise themselves objectively becomes a question of how willing they are to seek  and accept feedback from their work behavior and the environment that they are in. employees can learn to appraise themselves and will treat it as a part of their own development, if they can see the value of it for themselves rather than as a manipulative management tool. Self appraisal for development will not occur unless it is set in an environment that facili facilitat tates es and encour encourages ages such such a proces process. s. Where Where a positi positive ve experi experience ence from from selfselfappraisal is gained, employees may then be wiling to share their thoughts on the process with others. In recent years many organizations have sought to increase the amount of  feedback received and the number of sources of feedback. Kettley (1997, p.2) claims that the growing popularity of multi-source feedback (MSF) is due to a number of factors which offer a way to: 1- Empower Empower employees employees and promote promote teamwork, teamwork, by allowing allowing them them to appraise appraise their  managers. 2- Increase Increase reliabili reliability ty of appraisal appraisalss and balance, in flatter flatter organiza organizations tions.. 3- Reinfo Reinforce rce good manageme management nt behavior, behavior, by allowing allowing people people to see themselv themselves es as others see them. Most schemes would appear to involve feedback to managers although they are likely to  be increased attempts to extend the process to all employees in the future the various sources sources of feedbac feedback k might might includ includee the immedi immediate ate manager managers’ s’ subord subordina inates tes (upwar (upward d appraisal) appraisal),, peers , other parts of organization organizationss (internal (internal customers)’ customers)’ external clients and customers and self rating. Where a scheme provides from all or most of these sources, this is referred to as 360 degree appraisal a ppraisal or feedback.



Objectives of Performance Appraisal It is import important ant that that employ employees ees have have a clear clear unders understan tandin ding g about about what part of their  their   performance is appraised and how it will be measured. Perfor Performan mance ce can be measur measured ed accord according ing to previo previousl usly y establ establish ished ed and mutual mutually ly underst understood ood goals goals betwee between n the employ employee ee and the supervi supervisor sor.. These These goals goals should should be challenging but attainable. Goals must be related to the core responsibilities defined on the employee's Position Information Questionnaire (PIQ). After the goals and objectives are established, criteria against which the employee's job  performance can be evaluated are agreed upon. Criteria are the indicators of successful  performance on the job. Good performance goals, objectives, and criteria are: •



To improve performance on the job - 33 – 



 Research Report on “Performance “Performance Evaluation” • • • •



To develop people To provide answers To motivate people Team work 



To Improve Performance on the Job:



Perf Perfor orma manc ncee appra apprais isal al is appl applie ied d in the the orga organi niza zati tions ons to impr improv ovee the the work  work  environ environmen ment, t, perfor performan mance ce of the worker workerss and to create create a commun communica icati tion on with with managerial levels. To Develop People:



The The basic basic obje object ctiv ivee of PMS PMS is to deve develo lop p skil skills ls amon among g the the peopl peoplee with within in the the organization. To Provide Answers:



Providing answers to the employees on how they are doing and where they are going in their work which was assigned to them. To Motivate People:



Motivating employees to do their jobs more effectively is one of the main objective of  the performance appraisal system. Team Work:



PMS emphasizes on doing work as a team rather than doing it alone because working as a team can create a good communication channel within the firm to improve the result.



Requirements Requirements of Effective Appraisal Systems:Legally and scientifically, the key requirements of any appraisal system are relevance, sensitivity and reliability. In the context of ongoing operations, the key requirements are acceptability and practically. Let’s consider each of these. 1. Relevance:



This This implie impliess that that there there are (1) clear clear links links betwee between n the performan performance ce standar standards ds for a   particular job and an organization’s goals and(2) clear links between the critical job elements identified through a job analysis and the dimensions to be rated on an appraisal form. In short, relevance is determined by answering the question “what really makes the difference between success and an d failure on a particular job.”
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Perf Perfor orma manc ncee stan standar dards ds trans transla late te job job requ requir irem ement entss into into level levelss of acce accept ptabl ablee or  unacc unaccep epta tabl blee empl employ oyee ee beha behavi vior or.. They They play play a crit critic ical al role role in the the job job anal analys ysis is- performance appraisal linkage as the figure indicates. Relev Relevan ance ce also also impl implie iess the the peri period odic ic main mainte tena nanc ncee and and updat updatin ing g of job job anal analys yses es,,  performance standards and appraisal systems. Should the system be challenged in court, relevance will be a fundamental consideration in the arguments presented by both sides.



Rel Relati ations onship hip of Perfo erforrman mance Performance Appraisals



Stan tandard dardss



to



Job



anal analys ysis is



and and



9



Job Analysis Describes work and  personal requirements of a  particular job



Performance Standards Translate job requirements in to levels of acceptable/ unacceptable  performance



Performance Appraisals Describes the job –  relevant strengths and weaknesses of  each individual



2. Sensitivity:



This implies that a performance appraisal system is capable of distinguish effective from in effective performers. If it is not, and the best employees are rated no differently from the worst employe employees, es, then the apprai appraisal sal system system cannot cannot be used used for adminis administra trativ tivee   purpose, it certainly will not help employees to develop, and it will undermine the motivation of both supervisors (“pointless paperwork”) and subordinates. A major concern here is the purpose of the rating. One study found that raters process identical identical sets of performanc performancee appraisal appraisal information information different differently, ly, depending on whether whether a meri meritt pay pay rais raise, e, a reco recomm mmen enda dati tion on for for furt further her deve develo lopm pmen ent, t, or the the rete retent ntio ion n of    proba probati tiona onary ry empl employ oyee ee is invo involv lved ed.. Thes Thesee resu result ltss highl highlig ight ht the the conf confli lict ct betw betwee een n appraisals made for administrative purposes and those made for employee development. Appra Apprais isal alss syst system emss desi design gned ed for for admin adminis istr trati ative ve purpo purpose sess dema demand nd perf perfor orma manc ncee information about differences between individuals, while systems designed to promote employee employee growth growth demand information information about differences differences within within individual individuals. s. The two different types of information are not interchangeable in terms of purposes , and that is why performance management system designed to meet both purposes are more complex and costly. In practice, only one type of information is usually collected, and it is used for  some administrative purpose. As we have seen, performance appraisal not be a zero-sum game, but unfortunately it usually is. 3. Reliability: 9



Management. Paperback Publisher, 2001 Wayne F Casio, Human Resource Management.
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A third requirement of sound appraisal systems is reliability. In this context it refers to consistency of judgment. For any given employee, appraisals made by raters working independently of one another should agree closely. But raters with different perspectives (e.g., supervisors, peers, subordinates) may see the same individual’s job performance very differently. To provide reliable data, each rater must have an adequate opportunity to observe what the employee has done and the conditions under which he or she has done it; otherwise, unreliability may be confused with unfamiliarity.  None the throughout this discussion there has been no mention of the validity or accuracy of appr apprai aisa sall judgm judgmen ents ts.. This This is beca becaus usee we real really ly do no know know what what “tru “truth th”” is in   performanc performancee appraisal. appraisal. However by making appraisal systems relevant, relevant, sensitive sensitive and reliable ---- by satisfying the scientific and legal requirements for workable appraisal systems ---- we cam assume that the resulting judgments are valid as well. 4. Acceptability:



In practice, acceptability is the most important requirement of all, for it is true that human resource programs must have the support of those who will use them, or else human ingenuity will be used to thwart them. Unfortunately, many organizations have not put much effort into garnering the front-end support and participation of those who will use the appraisal system. Thus only 62 percent of respondents in an American Productivity & a Quality Center survey said that their bosses evaluate them fairly. Ultimately, it is management’s responsibility to define as clearly as possible the type and level of job behavior desired of employees. While this might seem obvious, consider  three kinds of behavior that managers manag ers might exhibit: •



•



•



Managers may not know what they want, and they may find it extremely painful even to discuss the issue. Mana Manage gers rs might might fear fear that that when when empl employ oyee eess find find out out what what they they want want,, the the employees may not like it. Some mangers feel that they lose flexibility by stating their objectives in advance: “if I tell them what I want, they will do only those things.” This is management and appraisal by reaction: “I’ll see what they do and then tell them whether I like it or not.”



Clearly, these attitudes run counter to research findings in performance appraisal. Under  these these circum circumsta stances nces we are playi playing ng power power games games with with people people and undermi underminin ning g the credibility and acceptability of the entire appraisal system. How much simpler it is to enlist the active support and cooperation of subordinates by making explicit exactly what aspects of job performance thy will be evaluated on. Instead of promoting secrecy, we should be promoting more openness in human resource management, so that we can say, “this is what you must be able to in order to perform competently.” Only then can we expect to find the kind of acceptability and commitment that is so sorely needed in  performance appraisal. - 36 – 
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5. Practicality:



This This impl implie iess that that appr apprai aisa sall inst instru rume ment ntss are are easy easy for for mana manage gers rs and and empl employ oyee eess to understand and use. The importance of this was brought home forcefully to me in the course of mediating a conflict between a county’s Metropolitan Transit Authority (MTA) and its human resource (HR) unit. Here’s what happened: CASE STUDY: Practical STUDY:  Practical Performance Appraisal for Bus Drivers



The conflict erupted over the HR unit’s imposition of a new appraisal system on all county departments regardless of each department’s need for the new system. MTA had developed an appraisal system jointly with its union 5 years earlier, and it was working fine. In brief, each MTA supervisor (high school-educated) was responsible for about 30 subordinates ( a total of 890 bus drivers who were also high school-educated or less). The “old” appraisal system was based on a checklist of infractions (e.g., reporting late for  work, work, being being charge charged d with with a preven preventab table le traffi trafficc accident accident), ), each each of which which carrie carried d a specified number of points. Appraisals were done quarterly, with each driver assigned 100 points at the beginning of each quarter. A driver’s quarterly appraisal was the number number of points points remain remaining ing after after all penalty penalty points points have have been been deducte deducted d during during the quarter. Her or his annual appraisal (used as a basic for decisions regarding merit pay,   promo promotio tions, ns, and specia speciall assign assignmen ments) ts) was simply simply the averag averagee of the four four quarter quarterly ly rati rating ngs. s. Both Both super supervi viso sors rs and subor subordi dina nate tess like liked d the the old old syst system em becau because se it was understandable and practical, and also because it had been shown to be workable over a 5- year period. The new appraisal system required MTA supervisors to write quarterly narrative reports on each of their 30-odd subordinates. The HR unit had made no effort to determine the ratio of supervisors supervisors to subordinat subordinates es in various various departments departments.. Not surprising surprisingly, ly, therefore, therefore, objections to the new system surfaced almost immediately. MTA supervisors had neither  the time nor the inclination to write quarterly narratives on each of their subordinates. The new system is highly impractical. Furthermore, the old appraisal system was working fine fine and and was was endor endorse sed d by MTA MTA mana managem gement ent,, empl employ oyee ees, s, and thei theirr unio union. n. MTA MTA managers therefore refused to adopt the new system. To dramatize their point, they developed a single, long, detailed narrative on an outstanding bus driver. Then they made 890 copies of the narrative (one for each driver) , placed a different driver’s name at the top of each “appraisal”, and sent the 2- foot- high stack of “appraisals” to the HR unit. MTA made its point. After considerable haggling by both sides, the HR unit backed down and allowed allowed MTA to continue continue to use its old ( but acceptab acceptable le and eminentl eminently y  practical) appraisal system. That system was not perfect (e.g., drivers could only lose  points for poor performance, not earn points for good performance), but it illustrates how strongl strongly y the partie partiess in the apprai appraisal sal proces processs will will fight fight for a syste system m that that they they find find acceptable. In broade broaderr contex context, t, we are concern concerned ed with with develop developing ing decisio decision n syste system. m. From From this this  perspective, relevance, sensitivity, and reliability are simply technical components of an - 37 – 
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appraisal system designed to make decision about employees. As we have seen just as much attention needs to be paid to ensure the acceptability and practicality of appraisal system. system. These are five basic requirements requirements of appraisal appraisal system, system, and none of them can be ignored. However, since some degree of error is inevitable in all employment decisions, the crucial question to be answered in regard to each appraisal system is whether its use results in less human, social and organizational cost than is currently paid for these errors. The answers to that question can result only in a wiser, fuller utilization of our human resources.



Uses of Performance Appraisal Performance Improvement: Performance feedback allows the employee, the manager, and personnel specialists to intervene with appropriate actions to improve.



•



Compensation Adjustments: Performance evaluations help decision makers, determine who should receive pay rises. Many firms grant all part or all of their pay increases and bonuses on the basis of merit, which is determined mostly through performance appraisal.



•



Placement Decisions: Promot Promotion ions, s, transf transfers ers,, and demoti demotions ons are usuall usually y based based on past past or antici anticipat pated ed  performance. Often promotions are a reward for past performance. •



Training & Development Needs: Poor performance may indicate a need for retraining. Likewise, good performance may indicate untapped potential that should be developed.



•



Career Planning & Development: Performance feedback guides career decisions about specific career paths one should investigate. •



Staffing Process Deficiencies: Good Good or bad perf perfor orma mance nce impl implie iess stre streng ngth thss or weak weakne ness sses es in the the pers person onne nell department’s staffing procedures. •



Job Design Errors: Poor Performance may be a symptom of ill-conceived job designs. Appraisals help diagnose these errors. •



Equal Employment Opportunity: Accura Accurate te perfor performan mance ce apprais appraisals als that that actuall actually y measur measuree job-re job-relat lated ed perfor performan mance ce ensure that internal placement decisions are not. •



•



External Challenges:
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Sometimes performance is influenced by factors outside the work environment, such as family, financial, health, or other personal matters. If these factors are uncovered through appraisals, the human resource department may be able to provide assistance. Feedback To Human Resources: Good or bad performance throughout the organization indicates how well the human resource function is performing.



•



Informational Inaccuracies: Poor performance may indicate errors in job analysis information, human resource  plans, or other parts of the personnel management information system. Reliance on inaccurate inaccurate information information may have led to inappropria inappropriate te hiring, hiring, training, training, or counseling counseling decisions. •



Recruitment & Selection: Performanc Performancee evaluation evaluation ratings may be helpful helpful in predicting predicting the performance performance of job appl appliicant cantss. For exam exampl ple, e, it may be det determi ermine ned d that hat a fir firm’s m’s succe uccess ssfu full managers(identified through performance evaluations) exhibit certain behaviors when   perfo performi rming ng key tasks. tasks. These These data data may then then provid providee benchma benchmarks rks for evalua evaluati ting ng applica applicant nt respon responses ses obtain obtained ed throug through h behavio behavioral ral interv interview iews. s. Also, Also, in valida validatin ting g selection tests, employee ratings may be used as the variable against which test scores are compared. In this instance, determination of the selection test’s validity would depend on the accuracy of appraisal results. •



Internal Employee Relations: Performance appraisal data are also frequently used for decisions in several areas of  internal employee relations, including some placement decisions, layoff and transfer.



•



Internal Staffing: Performanc Performancee may give present present employees the first first opportunity opportunity for the job openings. In this recruiter may look within the company before looking elsewhere for recruits. •



Research & Evaluation: Research of what employees capable of and evaluation interviews are performance review sessions that give employees feedback about their past performance or future  potential. •



Characteristics Characteristics of Performance Appraisals The basic purpose of a performance appraisal system is to improve performance of  individuals, teams, and the entire organization. The system may also serve to assist in the making of administrative decisions. The system must honestly inform people of how they - 39 – 
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stand with the organization. The following are some characteristics of the performance appraisals. Job-related Criteria: Job Job rela relate tedne dness ss is perha perhaps ps the the most most basi basicc crit criter erio ion n in empl employ oyee ee perfo perform rman ance ce appraisal. The uniform guidelines and court decisions are quite clear on this point. More specifically, specifically, evaluation criteria should be determined determined through job analysis. analysis. Subjec Subjectiv tivee factor factors, s, such such as initi initiati ative, ve, enthus enthusias iasm, m, loyalt loyalty, y, and cooper cooperati ation on are obviously important; however, unless clearly shown to be job related, they should not  be used. •



Performance Expectations: Managers and sub-ordinates must agree on performance expectations in advance of  the appraisal period. How can employees function effectively if they do not know what they are being measured against? On the other hand, if employees clearly understand the expectations, they can evaluate their own performance and make timely adjustments as they perform their jobs without having to wait for the formal evaluation review. The establishment of highly objective work standards is relatively simple in many areas, such as manufacturing, assembly, and sales. For numerous other types of jobs, however, this task is more difficult. Still, evaluation must take  place based on clearly understood performance expectations. •



Standardiz Stand ardization ation : Firms should use the same evaluation for all employees in the same job category who work for the same supervisor. Supervisors should also conduct appraisals covering similar periods for these employees. Although annual evaluations are most common, many successful firms evaluate their employees more frequently. Regularly scheduled feedback sessions and appraisal interviews for all employees are essential.



•



Continuous Open Communication: Most employees have a strong need to know how well they are performing. A good apprais appraisal al system system provid provides es highly highly desir desired ed feedbac feedback k on a continu continuing ing basis. basis. There There should be few surprises in the performance review. Managers should handle daily  performance problems as they occur and not allow them to pile up for six months or a year and then address them during the performance appraisal interview. A day-to-day communicati communication on and coaching is essential for the effective performance performance appraisal appraisal system. •



Performance Review: A time should be set for a formal discussion of an employee’s performance. Since improved performance is a common goal of appraisal systems, with-holding appraisal results is absurd. Employees are severely handicapped in their developmental efforts if denied access to this information. A performance review allows them to detect any errors or omissions in the appraisal, or an employee may simply disagree with the



•
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evaluation evaluation and want to challenge challenge it. Constant employee performance performance documentati documentation on is vitally important for accurate performance appraisals. Due Process: Ensuring due process is vital. If the company does not have a formal grievance  procedure, it should develop one to provide employees an opportunity to appeal appraisal results that they consider inaccurate or unfair. They must have a procedure for pursuing their grievances and having them addressed objectively. •



Performance Appraisal Process: Performance appraisal process includes five main steps, as follows: 10



1. Establish performance standards with employees.



2. Mutually set measurable goals.



3. Measure actual performance.



4. Compare actual performance with standards.



5. Discuss the appraisal with the employee. 6. Initiate correction (if necessary)



•



Establish performance standards with employees: The The proc proces esss star starts ts begi begins ns with with esta establ blis ishm hment ent of perf perfor orma manc ncee stan standar dards ds in accordance with the organizational goals. These should evolve out of company’s strategic decision and more specifically job analysis and job description. These  performance standards should be clear and objective enough to be understood and measured. A supervisor’s expectations of employee work performance must be clear so that they are communicated effectively to the employees, mutually agree to perfor performan mance ce measur measures es and apprais appraisee their their perfor performan mance ce agains againstt establ establish ished ed standards.



10



David A Decenzo and Stephen P Robbins, Fundamentals of Human Resource Management: 8th Edition, John Willey & Sons, 2006. p.250
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•



Mutually set measurable goals: Once Once perf perfor orma manc ncee stan standa dard rdss are are esta establ blis ishe hed, d, expe expect ctat atio ions ns shou should ld be communicated; employees should not have to guess what is expected from them. Problem may arise if standards are set in isolation and without employee input.



•



Measure actual performance:  Now the performance is measured. To determine actual performance, we need to have have info inform rmat atio ion n about about it and and shou should ld be conce concern rned ed abou aboutt what what and how to measure. Four sources of information used by managers to measure actual performance:  Personal Observation  Statistical reports  Oral reports  Written reports. Comb Combin inat atio ion n of thes thesee sour source cess incr increas eases es prob probab abil ilit ity y of rece receiv ivin ing g reli reliab able le information. Whatever we measure is more critical to evaluation process than how we measure. Selecting wrong criteria can produce serious consequences. What we measure determines what people in organization attempt to excel. The criteria we measure must represent performance as it was mutually set in the process.



•



Compare actual performance with standards: In this step we compare actual performance with the set standards. This step notes deviations between standard and actual performance.



•



Discuss the appraisal with the employee: Most challenging tasks which appraisers face is to present an accurate assessment to the the empl employ oyee ee.. Appr Apprai aisi sing ng perf perfor orma mance nce may may touc touch h on one one of the the most most emotionally charged activities-evaluation of another individual’s contribution and ability. The impression that employees receive about their assessment has strong impact on their self-esteem and on their performance. Appraisal discussion can have negative as well as positive motivational consequences.



•



Initiate correction (if necessary): Identify corrective action where necessary. Corrective action can be of two types: 



Immediate Corrective Corrective action deals deals domina dominantl ntly y with with sympt symptoms oms.. It is often described as “putting out fire”. It corrects problem right now and gets back on track.
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Basic Corrective Corrective action deals with causes and touches the source of  deviation and seeks to adjust difference permanently. It asks how and why  performance deviated.



Some Some times times apprai appraiser serss due to lack lack of time time take take basic basic correc correctiv tivee action action and therefore therefore content to put on fires but good supervisor supervisorss recognize recognize that taking little time to analyze problem today may prevent problem from worsening tomorrow.



Performance Appraisal: Logic and Process



Types of Review: There are three types of performance review which are: •



Performance Review:



It analyses employees’ past successes and failures with a view to improve future  performance. •



Potential Review:



11



Management: 9th Edition, Western Robert L. Mathis, and John H Jackson, Human Resource Management: Publisher, p.389
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It assesses sub-ordinates’ suitability for promotion and/or further training. •



Reward Recommendations:



It is used for determining pay rises. It is well-established principle that salary assessments should occur well after performance and potential review have been completed, for two reasons: Performance review examines personal strength and weakness in order  o to improv improvee effici efficiency ency.. If salary salary matter matterss are discus discussed sed during during these these meetings, they might dominate conversation. Ultimately, salary levels are determined by market forces of supply o and demand for labor. Staff shortages could cause the firm to pay high wages quite independent of objective worth of particular workers.



Types of Performance Review: • • •



Ranking Grading/Rating 360 Degree Feedback Multi-Rater.



RANKING:







Ranki Ranking ng meth method odss comp compar aree one one empl employ oyee ee to anoth another er,, resu result ltin ing g in an orde orderi ring ng of  employees in relation to one another. Rankings often result in overall assessments of  employees, rather than in specific judgments about a number of job components. Straight ranking requires an evaluator to order a group of employees from best to worst overall or  from most effective to least effective in terms of a certain criterion. Alternative ranking makes the same demand, but the ranking process must be done in a specified manner (for  example, by first selecting the best employee in a group, then the worst, then the second best, then the second-worst, etc.). Comparative evaluation systems such as ranking are rarely popular. No matter how close a group of employees is in the level of their performance, and no matter how well they  perform  perform on the job, some will rank high and some will end up at the bottom. Evaluators Evaluators are often reluctant to make such discriminations. Also, rankings are unable to compare employ employees ees across across differ different ent groups groups.. Despit Despitee the proble problems ms of rankin ranking g method methods, s, if an organization has a very limited number of promotions or dollars to allocate, rankings can  be very useful in differentiating among employees. 



GRADING/RATING: It is a performance review form on which manager simply checks off the employee’s level of performance. Some of the possible areas evaluated include quantity of work, quality of work, dependability, attitude, judgment, cooperation and initiative.







360° FEEDBACK: - 44 – 
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360° appraisal is also called multi-rater assessment. Face to face contact is a rarity in 360° 360° appr apprai aisa sall whic which h is most mostly ly cond conduc ucte ted d thro throug ugh h the the use use of ques questi tion onna nair ires es.. Questi Questionna onnaire iress are normal normally ly design designed ed around around a compet competenc ency y framew framework ork.. A range range of   people are asked to assess an individual against competency framework. The feedback  can be from subject’s staff (90° appraisal), from their bosses (180° appraisal) and from colleagues and clients or customers (full 360° appraisal). To design design 360° appraisal, appraisal, construct a questionnair questionnairee that asked people to rate the subject of the appraisal on certain dimensions. Then questionnaires are gathered and complied into a report to the subject which might say: “Your staff believes you are a competent  team worker but your peers believe you to be incompetent.”  The intention of 360° appraisal is to give a broader and more objective assessment of   people  people’s ’s compet competence ence.. Manage Managers rs are often often willin willing g to accept accept multimulti-rat rater er apprais appraisal al for  develop developmen mental tal purposes purposes but are less less willin willing g to see it used used as basis basis for judgment judgmentss concern concerning ing pay, pay, perfor performan mance ce or promot promotion ion.. MultiMulti-rat rater er feedba feedback ck is only only used used when when manager has 4-8 people reporting to them. Apart from the favorable points from multi-rater multi-rater feedback these system system multiply biases and distortions of judgment to which all appraisal a ppraisal is prone.  Multi-Rater Appraisal 



Objectives of 360-degree feedback:



1. It provides provides an insight insight into into the strong strong and weak weak areas of the candidates candidates in terms terms of  effective performance of roles, activities, style, traits, qualities, and competence impact on others. 2. It helps helps in identify identifying ing the developme developmental ntal needs and preparing preparing developme development nt plans more more obje object ctiv ivel ely y in rela relati tion on to curr curren entt or futu future re role roless and perfo perform rman ance ce improvement for an individual or a group. 3. It helps helps in data data generating generating to serve serve as a more more objective objective basis basis for rewards rewards and and other   personnel decisions. 4. It acts acts as a basis basis for for performanc performancee linked linked pay or perfor performance mance rewards rewards..
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5. Alignm Alignment ent of indivi individual dual and group goals goals with with organi organizat zation ional al vision, vision, values and goals.



Performance Appraisal/Evaluation Methods: There are various methods being followed for appraising performance of employees in an organization. Some of the methods are discussed as below: • •







Past-Oriented Appraisal Method: Future-Orientated Appraisal Method:



Past-Oriented Past-Oriented Appraisal Method: o



Essay:



The essay essay method method involv involves es an evaluat evaluator' or'ss writte written n report report apprais appraising ing an employ employee' ee'ss  performance, usually in terms of job behaviors and/or results. The subject of an essay appraisal is often justification of pay, promotion, or termination decisions, but essays can  be used for developmental purposes as well. Since Since essay essay apprai appraisal salss are to a large large extent extent unstru unstructu ctured red and open-en open-ended ded,, lack lack of  standardization is a major problem. The open-ended, unstructured nature of the essay appraisal makes it highly susceptible to evaluator bias, which may in some cases be discri discrimi minato natory. ry. By not having having to report report on all job-re job-relat lated ed behavi behaviors ors or result results, s, an evaluator may simply comment on those that reflect favorably or unfavorably on an employee. This does not usually represent a true picture of the employee or the job, and content validity of the method suffers. o



Paired Comparisons:



Paired comparison method helps make ranking method more precise. For every trait (quantity of work, quality of work etc), you pair and compare every other subordinate. In this method, chart is made of all possible pairs of employees for each trait. Then for  each trait, indicate who better employee of the pair is. Add up the numbers of positive for  each employee. o



Forced Distribution:



Forced distribution is a form of comparative evaluation in which an evaluator rates subordi subordinat nates es accord according ing to a specif specified ied distri distribut bution ion.. Unlike Unlike rankin ranking g methods methods,, forced forced distr distribu ibutio tion n is frequen frequentl tly y applied applied to severa severall rather rather than than only only one compone component nt of job  performance. Use of the forced distribution method is demonstrated by a manager who is told that he or  she must rate subordinates according to the following distribution:
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10 percent low; 20 percent below average; 40 percent average; 20 percent above average; and 10 percent high. In a group of 20 employees, two would have to be placed in the low category, four in the   below-average category, eight in the average, four above average, and two would be  placed in the highest category. The proportions of forced distribution can vary. For  example, a supervisor could be required to place employees into top, middle, and bottom thirds of a distribution. d istribution. Forced distribution is primarily used to eliminate rating errors such as leniency and centr central al tende tendenc ncy, y, but but the the meth method od itse itself lf can can caus causee rati rating ng erro errors rs becau because se it forc forces es discriminations between employees even where job performance is quite similar. For  example, even if all employees in a unit are doing a good job, the forced distribution approach dictates that a certain number be placed at the bottom of a graded continuum. For this reason, raters and ratees do not readily accept this method, especially in small groups or when group members are all of high ability. o



Behavioral Checklist:



A behavioral checklist is a rating form containing statements describing both effective and inef ineffe fect ctiv ivee job job behav behavio iors rs.. Thes Thesee behav behavio iors rs rela relate te to a number number of beha behavi vior oral al dimensions determined to be relevant to the job. Behavioral checklists are well suited to employee development because they focus on  behaviors and results, and use absolute rather comparative standards. An advantage of    behavi behaviora orall checkl checklist istss is that that evaluat evaluators ors are asked asked to descri describe be rather rather than than evaluat evaluatee a subordinate subordinate's 's behavior. behavior. This is economical economical and easy for administratio administration. n. For this reason, reason,  behavioral checklists may meet with less evaluator resistance than some other methods. An obvious disadvantage disadvantage of behavioral behavioral checklists checklists is that much time and money must be invested to construct the instrument



o



Critical Incidents:



With With the critic critical al incide incident nt method, method, superv superviso isorr keeps keeps a log of positi positive ve and negati negative ve examples of subordinates’ work-related behavior. Every six moths or so, supervisor and subordinate meet to discuss the latter’s performance, using the incidents as examples. It is useful method because it provides actual examples of good and poor performance the super supervi viso sorr can can use use to expl explai ain n the the pers person’ on’ss rati rating ng.. It ensu ensure ress that that the the mana manager ger or  supervisor thinks about the subordinate’s appraisal all during the year. Rating reflects the employ employee’ ee’ss most most recent recent perfor performan mance ce and provid provides es exampl examples es of what what specif specifica ically lly subordinate can do to eliminate any deficiencies. It accumulates incidents that are tied to employee’s goals. This method is however not very useful for comparing employees or making any salary decisions. - 47 – 
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o



Graphic Rating Scale



Graphic rating scale is simplest and most popular technique for appraising performance. It lists traits (job knowledge, quality and reliability) and requires an evaluator to indicate a range of performance values (from unsatisfactory to outstanding) for each trait. Rating scales should have the following characteristics: 1. Performanc Performancee dimension dimensionss should should be clearly clearly defined. defined. 2. Scal Scales es shou should ld be beha behavi vior oral ally ly base based d so that that a rater rater is abl ablee to supp suppor ortt all all ratings with objective, observable evidence. 3. Abstra Abstract ct trait names names such such as "loyalt "loyalty," y," "honesty, "honesty,"" and "integr "integrit ity" y" should should be avoided unless they can be defined in terms of observable behaviors. 4. Points Points,, or anchors, anchors, on each scaled scaled dimens dimension ion should should be brief, brief, unambig unambiguous uous,, and relevant to the dimension being rated. For example, in rating a person's flow flow of word words, s, it is pref prefer erab able le to use use anch anchor orss such such as "flu "fluen ent, t,"" "eas "easy, y,"" "unimpeded," "unimpeded," "hesitant," "hesitant," and "labored," "labored," rather rather than "excellent," "excellent," "very good," "average," "below average," and "poor." Graphi Graphicc rating rating scales scales have have a number number of advanta advantages ges like; like; Standa Standardi rdizati zation on of conten contentt   permit permittin ting g compar compariso ison n of employ employees ees,, ease ease of develop developmen mentt use and relati relativel vely y low development and usage cost, reasonably high rater and ratee acceptance. Disadvantage of such rating scales is that they are susceptible to rating errors which result in inaccurate inaccurate appraisals. appraisals. Possible Possible rating errors errors include include halo effect, effect, central central tendency, tendency, severity, and leniency. As a result of the halo effect, an employee is rated about the same across all performance dimensions. Central tendency tends to rate most employees as average. Leniency refers to an evaluator's tendency to rate most employees very highly across performance dimensions, whereas severity refers to the tendency to rate most employees quite harshly.



o



Behaviorally Anchored Rating Scales (BARS)



Behaviorall Behaviorally y Anchored Anchored Rating Rating Scales Scales (BARS) (BARS) are rating scales whose scale points are defined by statements of effective and ineffective behaviors. It combines the benefits of  narrat narrative ives, s, critic critical al incide incidents nts and quanti quantifie fied d scales scales by anchor anchoring ing a rating rating scale scale with with specific behavioral examples of good or poor performance. It provides better, more equitable appraisals than the other tools. An evaluator must indicate which behavior on each scale best describes an employee's  performance. There are five steps in the BARS construction process: 1.



Generate critical incidents:
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Ask Ask pers persons ons who who know know the the job job to desc descri ribe be spec specif ific ic illu illust stra rati tion onss of effe effect ctiv ivee and and ineffective performance. 2.



Develop performance dimensions: Let the people cluster the incidents into a smaller set of performance dimensions, and define each dimensions, such as “salesmanship skills”.



3.



Reallocate incidents: Another group of people then reallocates original critical incidents. Then re-assign each incident to cluster, they feel fits best. Retains critical incident if, both groups assign same  percentage to the cluster.



4.



Scale the incidents: Seco Second nd group group rate ratess behav behavio iorr desc descri ribe bed d by the the inci incide dent nt as to how how effe effect ctiv ivel ely y or  ineffectively it represents performance on the dimensions



5.



Develop final instrument: Choose about six or seven of the incidents as the dimensions behavioral anchors.



o



Field Review Method:



The field review has as much to do with who does the evaluation as the method used. This approach can include the HR department as a reviewer, or a completely independent reviewer outside the organization. In the field review, the outside reviewer becomes an active partner in the rating process. The outsider interviews the manager about each employee’s performance then compiles the notes from each interview into a rating for  each employee. Then the rating is reviewed by the supervisor for needed changes. This method assumes that the outsider knows enough about the job setting to help supervisors give more accurate and thorough appraisals. The major limitation of the field review is that the outsider has a great deal of control over the rating. Although this control may be desirable from one viewpoint, managers may see it as a challenge to their authority. In addition, the field review can be time consuming, particularly if a large number of employees a re to be rated. o



Performance tests & observations



Performance appraisal may be based on test of knowledge or skills. These tests are   particularly appropriate when company relies on pay for knowledge or pay for skills approach to compensation, rewarding employees primarily on the basis of skills or job knowledge they have mastered. The test must be reliable and validated whether it’s on   pen-and –paper or actual demonstration of skills. It is more appropriate to measure  potential rather than performance. Observations must be under circumstances that are likely to be encountered. o



Comparative Evaluation approaches:
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There is no one best appraisal method. Indeed, research has suggested that the method used does not change the accuracy or solve rater errors. A performance measurement system that uses a combination of the preceding methods is possible and may be sensible in certain certain circumsta circumstances. nces. Consider combinations combinations to offset offset the following following advantages and disadvantages:   Rating methods (ranking, forced distributions) are easy to develop, but they usually do little to measure strategic accomplishments. Further, they may make inter-rater reliability  problems worse. Comparative approaches help reduce leniency, central tendency, and strictness errors, which makes them useful for administrative decisions such as pay raises.  But  the comparative approaches do a poor job of linking performance to organizational goals, and they do not provide feedback for improvement as well as other methods.   Narrative Narrative methods methods (essay, (essay, field review, critical critical incident)w incident)work ork best for development development  because they potentially generate more feedback information. However, without good definitions of criteria or standards, they can be so unstructured as to be of little value. Also, these methods are poor for administrative ad ministrative uses. The behavioral/o behavioral/objecti bjective ve approaches approaches (BAR (BARS) S) work work well well to link link perf perfor orma manc ncee to orga organi niza zati tiona onall goal goals, s, but both both can requi require re much much more more effo effort rt and and time time to defin definee expectations and explain the process to employees. These approaches may not work well for lower-level jobs. When When manage managers rs can articu articulat latee what they want a perfor performan mance ce apprais appraisal al system system to accom accompli plish sh,, they they can can choos choosee and/ and/or or mix mix the the meth methods ods just just ment mentio ione ned d to get get the the combinations of advantages they want. For example, one combination might include a graphic rating scale of performance on major job criteria, a narrative of developmental needs, and an overall ranking of employees in a department. Different categories of  employ employees ees (e.g., (e.g., salari salaried ed exempt exempt,, nonexem nonexempt pt salari salaried, ed, mainte maintenanc nance) e) might might requir requiree different combinations.  o



Future-Oriented Future-Oriented Appraisal Methods: Management By Objectives (MBO):



Management by Objectives (MBO) method of performance appraisal is results-oriented. Manag Managem emen entt by Obje Object ctiv ives es (MBO) (MBO) is a syst system em whic which h atte attemp mpts ts to impr improv ovee the the  performance of the company and motivate, assess and train its employees by integrating their personal goals with the objectives of the company. They They seek seek to meas measur uree empl employ oyee ee perf perfor orma mance nce by exam examin inin ing g the the exte extent nt to whic which h  predetermined work objectives have been met. Usually the objectives are established jointly by the supervisor and subordinate. Once an objective is agreed, the employee is usually expected to self-audit; that is, to identify the skills needed to achieve the objective. Typically they do not rely on others to locate and speci specify fy thei theirr stre streng ngth thss and and weakn weaknes esse ses. s. They They are are expec expecte ted d to moni monito torr thei theirr own own development and progress. MBO Ideas:



- 50 – 



 Research Report on “Performance “Performance Evaluation”



Three key assumptions underlie an MBO appraisal system:  First , if an employee is involved in planning and setting the objectives and determining the measure, a higher level of commitment and performance may result. Second, if the objectives are identified clearly and precisely, the employee will do a better    job job of achievi achieving ng the desire desired d result results. s. Ambigu Ambiguity ity and confus confusion ion—an —and d theref therefore ore less less effective performance—may result when a superior determines the objectives for an individual. By setting their own objectives, the employee gains an accurate understanding of what is expected. Third, performance objectives should be measurable and should define results. Vague generalities such as “initiative” and “cooperation,” which are common in many superior based appraisals, should be avoided. Objectives are composed of specific actions to be taken or work to be accomplished. Advantages:



The MBO approach overcomes some of the problems that arise as a result of assuming that the employee traits needed for job success can be reliably identified and measured. Instead of assuming traits, the MBO method concentrates on actual outcomes. If the employee meets or exceeds the set objectives, then he or she has demonstrated an acceptable acceptable level of job performance performance.. Employees Employees are judged according according to real outcomes, outcomes, and not on their their potent potential ial for succes success, s, or on someone someone's 's subjec subjecti tive ve opinio opinion n of their  their  abilities. The guiding principle of the MBO approach is that direct results can be observed, whereas the traits and attributes of employees (which may or may not contribute to  performance) must be guessed at or inferred. The MBO method recognizes the fact that it is difficult to neatly dissect all the complex and varied elements that go to make up employee performance. MBO advocates claim that the performance of employees cannot be broken up into so many constituent parts - as one might take apart an engine to study it. But put all the parts together and the per performance may be directly obse bserved and meas easured.



Disadvantages :



MBO methods methods of perfor performan mance ce apprai appraisal sal can give give employ employees ees a satisf satisfyi ying ng sense sense of  auto autono nomy my and and achi achiev evem emen ent. t. But But on the the down downsi side de,, they they can can lead lead to unre unreal alis isti ticc expectations about what can and cannot be reasonably accomplished. Supervisors and subordinates must have very good "reality checking" skills to use MBO appraisal methods. They will need these skills during the initial stage of objective setting, and for the purposes of self-auditing and self-monitoring. Unfortunately, research studies have shown repeatedly that human beings tend to lack the skills needed to do their own "reality checking". Nor are these skills easily conveyed by trai traini ning. ng. Real Realit ity y itse itself lf is an inte intens nsel ely y perso persona nall exper experie ienc nce, e, pron pronee to all all form formss of   perceptual bias. - 51 – 
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One of the strengths of the MBO method is the clarity of purpose that flows from a set of  well-articulated objectives. But this can be a source of weakness also. It has become very apparent that the modern organization must be flexible to survive. Objectives, by their  very nature, tend to impose certain rigidity. Of course, the obvious answer is to make the objectives more fluid and yielding. But the  penalty for fluidity is loss of clarity. Variable objectives may cause employee confusion. It is also possible that fluid objectives may be distorted to disguise or justify failures in  performance. MBO Cycle:



MBO-an appraisal program consist of seven main steps: 1)



Set the the organi organizat zation ionss goals. goals. Estab Establis lish h organiz organizati ation-w on-wide ide plan plan for for next next year year and and set goals. 2) Set depar departme tmenta ntall goals. goals. Here Here departm department ent heads heads and and their their superio superiors rs joint jointly ly set goal goalss for their departments 3) Discus Discusss and alloc allocate ate depar departme tment nt goals. goals. Depar Departme tment nt heads heads discus discusss the depar departme tment' nt'ss goals with all subordinates in the department (often at a department-wide meeting) and ask them to develop their own individual goals; in other words, how can each employee contribute to the department's attaining its goals? 4) Departm Department ental al heads heads and and sub-ord sub-ordina inates tes come come on join jointt agreem agreement ent on the the indiv individu idual’ al’ss set goals. Superior sets own 5) Defin Definee expe expect cted ed resul results ts (set (set indi indivi vidua dual l goal gomeasures als) s).. Here Here,, depa depart rtme ment nt heads heads and their  their  goals and subordinates set short-term performance targets. for sub-ordinates 6) Perf Perfor orma manc ncee revi review ew and meas measur uree the the resu result lts. s. Depart Departme ment nt heads heads compa compare re actual actual  performance for each employee with expected results. Revisions in 7)organization Provi Provide de feedb feedbac ack. k. Depa Depart rtme ment nt heads heads hold hold peri period odic ic perfor performa mance nce revie review w meet meetin ings gs with subordinates to discuss and evaluate progress in achieving expected results. structure Sub-ordinate  proposes goals and measures for his job. Organization’s common goals measures of  organization  performance



Joint agreement on sub-ordinates’ goals.



3. 3.



2.



Review of  organization  performance. 1. Cumulative periodic review of subordinate results against targets.



Feedback of interim results against 3. milestones.  New inputs - 52 –  Knockout of  inappropriate goals.
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. 4. Feedback  And change



7.



(Start again)



5.



5(a)



5(a)



6. 5(b)



o



Self-Appraisal:



Self-appraisal works in certain situations. Essentially, it is a self-development tool that forces forces employees employees to think think about about their their strengt strengths hs and weakne weaknesse ssess and set goals for  improvement. If an employee is working in isolation or possesses a unique skill, the employee may be the only one qualified to rate his or her own behavior. However, employees may not rate themselves as supervisors would rate them; they may use quite different standards. Some research shows that people tend to be more lenient when rating themselves, whereas other research does not. Despite the difficulty in evaluating selfratings, employee self-ratings can be a valuable and credible source of performance information



o



Psychological Appraisals:



Some organizatio organizations ns employ employ industrial industrial psychologists psychologists to assess assess an individual’ individual’ss future future  potential not the individual’s past performance. The appraisal conducted is in form of  interviews, psychological tests and review of other evaluations. The psychologists then write an evaluation evaluation of employee’s employee’s intellectual intellectual,, emotional, emotional, motivational motivational and other workrelated characteristics that may predict future performance. This evaluation may relate to  job opening or it may be global assessment of person’s future potential. As this approach is slow and costly it is usually reserved for executive level’s decisions. The qualit quality y of this this apprais appraisal al largel largely y depends depends on skills skills of psycho psycholog logist istss even some some employees object this type of evaluation.
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Assessment Centers:



Assessment Centers are another method of evaluating future potential. it is form of  standardized employee appraisal that relies on multiple types of evaluation and multiple raters. They are usually applied to mangers that appear to have potential to perform responsible jobs. The process puts selected employees through in-depth interviews, psychological tests,   peer ratings, group discussions, and work exercises to evaluate their future potential. During this time managers assess strengths and weakness of each attendee, and then they come to a conclusion. Assessment Centers have wide spread use. The results assist management development and placement decisions. decisions. These are time consuming and quite expensive expensive as it requires requires a separate facility and time of multiple raters therefore researchers are finding ways to validate the process and less consuming. Recognizing the differences in purposes, and the difficulty that a Performance Appraisal system will have in achieving both aims, some firms opt to use an assessment center as an adjunct to their appraisal system.



Strengths & Weakness of Various Appraisal Methods: 12



Meaningful dimensions



Ratings



Rankings



Critical Incidents



BARS



MBO



Assessment Centers



Sometimes



Seldom



Sometimes



Usually



Usually



Usually



12



Chruden & Sherman Sherman,, Managing Human Resources, Sheffield university press, 1984 p. 247



- 54 – 



 Research Report on “Performance “Performance Evaluation”



Amount of   Low time required



Low



Medium



High



High



High



Low



Low



Low



High



Medium



High



High



High



Medium



Low



Low



Low



Low



Low



Medium



High



High



High



Low



Low



Medium



High



High



High



Poor



Poor



Fair



Good



Good



Fair  



Poor



Poor



Fair



Good



Good



Good



Poor



Poor



Fair



Fair



Fair



Fair  



Developmental costs Pote Potent ntia iall for for rating errors Acceptability to subordinates Acceptability to superiors Usefuln Usefulness ess for allocating rewards Usefuln Usefulness ess for employee counseling Usefuln Usefulness ess for identifying promotion potential



Rater Errors There are many possible sources of error in the performance appraisal process. One of the major sources is mistakes made by the rater. Although completely eliminating these errors is impossible, making raters aware of them through training is helpful. List of the most common rater errors.



Varying Standards - 55 – 
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When appraising employees, a manager should avoid applying different standards and expectations for employees performing similar jobs. Inequities in assessments, whether  real or perceived, generally anger employees. Such problems often result from the use of  ambiguous criteria and subjective weightings by supervisors.



Recency /Primary Effect The recency effect  occurs when a rater gives greater weight to recent events when appraising an individual’s performance. Giving a student a course grade based only on his performance in the last week of class, or giving a drill press operator a high rating even though she made the quota only in the last two weeks of the rating period are examples. The opposite is the  primary effect , where information received first gets the most weight.



Central Tendency, leniency, and Strictness Errors Ask students, and they will tell you whish professors tend to grade easier or harder. A manager also may develop a similar rating pattern. Appraisers who rate all employees within a narrow range (i.e., everyone is average) commit a central tendency error , where even the poor performers receive an average rating. Rating patterns also may exhibit leniency or strictness. The leniency error occurs error  occurs when ratings of all employees fall at the high end of the scale. The strictness The strictness error occurs error occurs when a manager uses only the lower part of the scale to rate the employees. To avoid conflict, managers often rate employees higher than they should be rated. This “rating  boost” is especially likely when no manager or HR representative reviews the completed appraisals.



Rater Bias  Rater bias occurs when a rater’s values or prejudices distort the rating. Such bias may be unconscious or quite intentional. For example, a manger’s dislike of certain ethnic groups may cause distortion in appraisal information for some people. Judgments about age, religion, religion, seniority seniority,, sex, appearance, or other arbitrary arbitrary classific classification ationss also may skew appraisal ratings if the appraisal process is not properly designed. A review of appraisal ratings by higher-level managers may help correct this problem.



Halo Effect The halo effect  occurs when a manager rates an employee high on all job criteria because of performance in one area. For example, if a worker has few absences, her supervisor  might give her a high rating in all other areas of work, including quality of output,  because of her dependability. The manager may not really think about the employee’s
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other characteristics separately, resulting in the halo effect. The “horns” effect is the opposite, where one characteristic may lead to an overall lower rating.



Contrast Error contrast  error  is tendency to rate Rating should be done using established standards. The contrast error    people people relati relative ve to other other rather rather than than agains againstt perfor performan mance ce standar standards. ds. For exampl example, e, if  everyone else in group performance at a mediocre level, a person performing some what  better may be rated as excellent because of the contrast effect. But in a group performing well, the same person might receive a lower rating. Although it may be appropriate to compar comparee people people at times, times, the rating rating usuall usually y should should reflec reflectt perfor performan mance ce agains againstt job requirements, not against other people.



Similar to /Different from Me Some Someti time mess rate raters rs are are infl influen uence ced d by wheth whether er peopl peoplee show show the the same same or diff differ eren entt characteristics from the rater. Again the error comes in measuring someone against another person rather than on how well the individual fulfills the expectations of the job.



Sampling Error If the rater has seen only a small sample of the person’s work, an appraisal may be subject to sampling error. For example, assume 95% of the work of an employee has  been satisfactory, but the  boss saw only the 5% that had errors. If the supervisor then rates the person as poor, then a sampling error has occurred. Ideally the work being rated should be a good representative sample of all the work done.



Common Rater Errors
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Varying Standards



Similar performances are rated differently.



Recency /Primary Effect



Timings of information affect rating.



Central Tendency Error



Everyone rated the same.



Rater Bias Halo Effect Contrast Error



Certain factors overwhelm others. Generalization is made from only one trait. Comparison is made to other people, not standards.



Similar to /Different from Me Sampling Error



Rater compares employees to self. Available information is insufficient or inaccurate.



Creating More Effective Performance Appraisal System 13



Management: 9th Edition, Western Robert L. Mathis, and John H Jackson, Human Resource Management: Publisher, Publisher, p.293
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The fact that evaluators evaluators frequently frequently encounter encounter problems problems with performance performance appraisals appraisals should not lead us to throw up our hands and give up on the concept. There are things that can be done to make performance appraisals more effective. For this we offer some suggestions that can be considered individually or in combination.



Use Behavior –based Measures The evidence favors behavior-based measures over those developed around traits. Many traits often considered to be related to good performance may, in fact, have little or no   performanc performancee relationshi relationship. p. Traits Traits like loyalty, loyalty, initiati initiative, ve, courage, courage, reliabili reliability, ty, and selfselfexpression are intuitively appealing as desirable characteristics in employees. We know there are employees who are rate high on these characteristics and are poor performers. Yet we can find others who are excellent performers but do not score well on traits such as these. these. Our conclu conclusio sion n is that that trait traitss like like loyalt loyalty y and initiati initiative ve may be prized prized by apprais appraisers ers,, but there is no eviden evidence ce to suppor supportt the notion notion that that certai certain n trait traitss will will be adequate synonyms for performance in a large cross section of jobs. A second weakness in traits is the judgment itself. So traits suffer from weak  inter-rater agreement. Behavior-derived measures can deal with both of these objections. Because they deal with specific examples of performance---both good and bad—we avoid avoid the proble problem m of using using inappr inappropr opriat iatee substi substitut tutes. es. Additi Additional onally, ly, becaus becausee we are evaluating specific behaviors, we increase the likelihood that two or more evaluators will see the same things.



Combine Absolute and Relative Standards A major drawback to individual or absolute standards is that they tend to be biased by  positive leniency; that is, evaluators lean toward packing their subjects into the high part of the rankings. On the other hand, relative standards suffer when there is little actual variab variabili ility ty among among the subject subjects. s. The obvious obvious soluti solution on is to consid consider er using using apprai appraisal sal methods that combine both absolute and relative standards. For example, you might want to use the adjective adjective rating scale and the individual individual ranking method. This dual method of  appraisal, incidentally, has been instituted at some universities to deal with the problem of grade inflation.



Provide Ongoing Feedback  “The best surprise is no surprise.” This phrase clearly applies to performance appraisals. Employees like to know how they are doing. The “annual review,” where the appraiser  shares the employees’ evaluations with them, can become a problem. In some cases, it is a problem merely because appraisers putt off such reviews. This is particularly likely if  the apprais appraisal al is negati negative. ve. But the annual annual review review is additi additional onally ly troubl troubleso esome me if the supervi supervisor sorss “save “save up” perfor performan mance ce –relat –related ed inform informati ation on and unloads unloads it during during the appraisal review. This creates an extremely trying experience for both the evaluator and employee. In such instances it is not surprising that supervisor may attempt to avoid - 59 – 
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confron confrontin ting g uncomf uncomfort ortabl ablee issues issues that, that, even even if confro confronte nted, d, may only only be denied denied or  rationalized by employee. The solution lies in having the appraiser share with the employee both expectations and disa disapp ppoi oint ntme ment ntss on a freq freque uent nt basi basis. s. By provi providi ding ng empl employ oyee eess with with repea repeate ted d opportunities to discuss performance before any reward or punishment consequences occur, there will be no surprises at the time of the formal annual review. In fact, where ongoi ongoing ng feed feedbac back k has been been prov provid ided ed,, the the form formal al sitt sittin ingg-do down wn step step shou should ldn’ n’tt be   particularly traumatic for either party. Additionally in an MBO system that actually works, ongoing feedback is the critical element.



Have Multiple Raters As a number of raters increases, the probability of attaining more accurate information increases. If raters error tends to follow a normal curve, and increase in the number of  raters will tend to find the majority clustering about the middle. If a person has had 1010 supervisors, 9 of whom rated him or her excellent and one poor then we must investigate what went into that one. May be this rater was the one who identified an area of weakness where training is needed, or an area to be avoided in future job assignments. Therefore,  by moving employees about within the organization to gain a number of evaluations, we increase the probability of achieving the more valid and reliable evaluations – As well as helping to support changes that may need to be made. Of course that we are making the assumption that the process functions properly, and bias free.



Selective Rating It has been suggested that appraiser should rate only in those areas in which they have significant job knowledge. If raters make evaluation on only on those dimensions for  which they are in good position to rate, we can increase the inter-rater agreement and make the evaluation a more valid process. This approach also recognizes that different organizational levels often have different orientations toward ratees and observe them in different settings. In general, therefore, we recommend that, in terms of organizational level, level, apprais appraisers ers should should be as close close as possib possible le to the indivi individual dual being being evalua evaluated ted.. Conversely, the more levels separating the evaluator and employee, the less opportunity the evaluator has to observe the individual’s work behavior and, not surprisingly, the greater the possibility for inaccuracies. The specific application of these concepts results in having immediate supervisors or coworkers as the major input into the appraisal and having them evaluate those factors that they are best qualified to judge. In addition to taking into account where the rater is in the organization or what he or  she is allowed to evaluate, selective rating should also consider the characteristics of the rater. If appraisers differ in traits, and if certain of these traits are correlated with accurate appraisals while others are correlated with inaccurate appraisals, then is seems logical to attempt to identify effective raters. Those identified as especially effective could be given sole sole respon responsib sibili ility ty for doing doing apprais appraisals als,, or greate greaterr weight weight could could be gives gives to their  their  observations.
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Train Appraisers Evidence indicates that the training of appraiser can make them more accurate raters. Common errors such as halo and leniency can be minimized or eliminated in workshops where supervisors can practice observing and rating behaviors. Training of appraisers is essential because a poor appraisal is worse than no appraisal at all. These negative effects can manife manifest st themse themselve lvess as demora demoraliz lizing ing employ employees ees,, decreas decreasing ing product productivi ivity, ty, and making the company “liable for wrongful termination damages.”
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RESEARCH METHODLOGY The methodology methodology used for conducting conducting research is based on structure structure an unstructure unstructured d interviews interviews and questionnair questionnaire, e, which were design to get the informatio information n from the higher  level managers to whom I interviewed and did a survey through questionnaire from the employ employees ees workin working g in an organi organizat zation ion so to their their percept perception ion about about the perfor performan mance ce evaluati evaluation on in their their organi organizat zation ion and how its been been conduct conducted ed what what proble problems ms might might company faces while conducting appraisals and on what grounds individual performance are being rated. I selected to organizations for analysis of my research NATIONAL FOODS LIMITED • PAKISTAN INTERNATIONAL AIRLINE (PIA) • I had conducted interview with HR manager of National Foods, asked questions (See Appendix) to know, their PMS and how they evaluate their employee performance what difficulties they found while conducting appraisal and at the time of evaluation. I had conducted interview with Dy.General Manager Industrial Relation of PIA, asked questions (See Appendix) to analyze their performance evaluation criteria. And also had a survey the sample of the research were 25 employees. Further, Further, information information that I collected from the above mentioned mentioned organization organization are discuss in detail. Through which you got to know the organization itself, and its performance mana managem gement ent syst system em and and meth methods ods that that are are bein being g used used to condu conduct ct appr apprai aisa sals ls.. And And  performance evaluation problems.
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National Foods in a glance…  National Foods was founded in 1970 and started out as a Spice company. 3 decades later  it has diversified into a versatile Food Company with ove r 110 products and 165 and above SKUs (Stock Keeping Unit) for the domestic market and over 100 different  products for the international markets. The vision to see National Foods as a professionally managed Human Resource company, set more then 7 years ago, was realized by transforming a local co mpany into a very dynamic and progressive management structure in line with industry practices. Competent Human Resources from within the company have fuelled tremendous growth  by excelling in Functional Management. Even after 3 decades the company's focal point still remains on Customer's needs through Product development in line with the changing market trends. In this innovative age of ever changing lifestyles, fuelled by the rampant development of  technology; consumers have been compelled to change their eating habits. National Foods responds to this challenge of developing innovative food products based on convenience and fast preparation in line with modern lifestyles and yet retains traditional values through its impressive collection of food products. The brand delivers its ultimate promise by consistently delivering value to its consumers.  National Foods enriches family relationships by bringing people together for family traditions, feasts, seasonal holidays and of course - everyday life.
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CASE STUDY: STUDY: NATIONAL FOODS LIMITED   Nation National al Foods Foods Limite Limited d (NFL) (NFL) deems deems Perfor Performan mance ce Managem Management ent system system as a broad broad   perspe perspecti ctive ve for analyzi analyzing ng perfor performan mance ce of an organi organizat zation ion and that that it contrib contribute utess in making making employ employees ees and worker workerss loyal loyal to the organi organizat zation ion and so that that they they percei perceive ve themselves as the part of the organization, taking pride in what they do. It transfers ownership to employees making them unable to perform their tasks as only a worker but they should think of themselves as an owner. Whatever they do should be in their interest rather than doing a routine job and they must be having their stakes as well. Performance Appraisal is just a tool to evaluate performance, some companies are based on behavioral approach; appraising employee only on the basis of personal attributes, which is not a result result-or -orien iented ted apprais appraisal. al. Perfor Performan mance ce Manage Managemen mentt Syste System m in Nation National al Foods Foods was evolved under the proposition “TREAT PEOPLE WELL ”. So, performance appraisal is  basically an implement, which works properly when the whole PMS is followed well. Performance Appraisal in National foods is carried out at the end of the fiscal year i.e. June-July. Through different systems, they track the performance throughout the year. In their their apprais appraisal al there there are two parts: parts: One is relate related d to hard hard core core respon responsib sibili ilitie tiess i.e. i.e. functional responsibilities (individual’s goals, assignments), its weightage is 60%. Other   part is related to soft skills including personal attributes like leadership, communication etc which have also been defined. Last year Human Resources Department of National Foods defined core values with the help of management team and linked those core value valuess with with Perf Perfor orma manc ncee Mana Manage geme ment nt Syst System em and and its its weig weight htage age is 40%. 40%. This This is applicable to management side where as, for the factory workers weight age of core values is 60% and that of functional side is 40%. Perf Perfor orma manc ncee Mana Managem gement ent begi begins ns with with disc discus ussi sing ng goals goals from from manag manager ers, s, vari various ous departments. Then the goals are set and distributed among the team members. This year, weightage of goals were considered in the beginning whereas previously the weightage of  goals were given at the end of year which resulted in biasness b iasness to a little extent. Even though the most important important skill required for conducting conducting Performance Performance Appraisal Appraisal is that appraiser should not fall prey to rater biasness which is a very difficult quality to inculc inculcate ate in any appraise appraiser. r. To get rid of prejudic prejudices es and biasness biasness and to develo develop p a consensus among various supervisors’ ratings, Company has come up with a scale on which an employee will be gauged according to every supervisor’s feedback; they obtain MEDI MEDIAN AN of the the rati ratings ngs.. So, So, tack tackli ling ng bias biasne ness ss is a majo majorr skil skilll which which shoul should d be emphasized by all appraisers. They make goals on SMART, a conceptconcept- (Specific, (Specific, Measurable, Measurable, Achievable, Achievable, Realistic, Realistic, and Time Bound), and then share it with the team because many goals are dependent on the different functions and different departments. This occurs through brain storming - 64 – 
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session. Major functions of various departments have been defined and allotted with 1-2 goals. Their weightage is decided during performance evaluation and then it becomes  part of performance appraisals.   Nation National al Foods Foods focuse focusess on the fact that that goals goals should should be aligned aligned with the defined defined organizational vision. People are working on this notion at every level. Company has started program; that their employees should be up to that standard of meeting their  vision that has now been transformed into organizational vision. The strategic objectives of the company company should be catered catered in PMS i.e. vision, vision, goals, objectives objectives given by CEO or  top management. By doing this, company is able to achieve its overall motives. Goals are designed through two-way communication process. Along with the goals, company has defined Key Performance Indicators-KPI for each department. Performance is tracked on the basis of these KPIs. Its aim is to transfer KPIs into a bell score card. Here, Human Resource Department gets involved, extending help, which will further makes it easier to track individual’s performance. Generally it is perceived that Performance Appraisal indicates that how much increment employees will get or what other incentives they will receive. This is a quite prevalent mind set that employees have. The company wants to correct this notion that it is not about only salary administration but salary administration is just a part of Performance Management. When When empl employ oyee ee perf perfor orms ms well well he gets gets a cons consid ider erab able le incr increm emen entt but but on poor  poor    perfor performan mance, ce, he faces faces negati negative ve reinfo reinforce rcemen ment. t. For averag averagee perfor performer mer,, object objective ivess including training development, developments of recognition are introduced. At the time of Performance Appraisal company conducts Training Need Analysis (TNA) of individuals. Firstly individual talks about the areas, he feels that he needs training upon. Then, it is brought in to the notice of Human Resource Department. The company strongly believes that the main purpose of Performance Management is evaluati evaluating ng perfor performan mance, ce, not just just giving giving increm increment ents, s, theref therefore ore it follow followss a unique unique   philos philosophy ophy of “Tre Everyone ne cannot cannot be treate treated d Treatin ating g each individu individual al differe differently” ntly”. Everyo equally, developing opportunities may be equal but poor performer cannot be treated in the same manner as top performer i.e. Equity Based. For each attribute mentioned in appraisal form, company has well-defined level of rating i.e. attendance record, if the person comes and works more than expected, put in more effort than usual, then the particular person will be rated as excellent, whereas if he comes whole month but performs lower than the expected level then he will be rated as average. Company does not encourage negative feedback, therefore, positive feedback is very important important and should should be communicated communicated properly properly to the employees employees and then the relevant   person person should should be inform informed ed about about his weak areas areas and should should be given given constr construct uctive ive feedback as to what’s to be done or what should be done about the area in which the - 65 – 
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 person did not perform well. This information is acquired by the Review form. Through review form, whole story of person’s performance is analyzed, keeping in mind the relevan relevantt functi function on and depart departmen ment, t, so the error error of average average rating rating can be overco overcome. me. Therefore, SMART goals should be planned for each coming year. Employees should know the level of work that is expected from them. Plan to re-enforce those plans continuously and it should also be remembered as a document for the whole year. To align organizational goals, set in the beginning of year, ongoing coaching and support is provided. For coaching, HR review goals quarterly with the management team; reviews what were the goals, what support is required, whether financial resources are required or  (Climatic Survey). Currently they are not, etc. Then they take internal feedback feedback through through (Climatic not working on 360°. They perform “Developing Plan Gap Analysis” i.e. what was the training aspects, what kind of training programs were to be implemented or required and why such programs were not extended? Goals are continuously updated although they are impregnable but still they get affected because of dynamic and uncertain environment of  corporate world.



Natural Curve: Company works on Natural Curve given by Jack Welsh. Welsh. Stating Stating that in every company, 10-15% employers are top performers on which company relies, 10-20% people are poor   performers and rest 60-70% people are average performers. Top performers should be highly rewarded, average performers should be tried and plan should be made to upgrade their level of performance so that they can become top  performers and for poor performer, slow and gradual plan, to transform them into average  performers, So that ratio of average and top performers increases.



High



Average Poor  Performers



 National Food does not completely follow strategic part of Natural curve but practise its reward part i.e. top performer should get top rewards, average performer get average rewards, for average performances, company strives to fulfill their development needs.
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At high high perfor performan mance, ce, there there will will be reward rewards, s, recogni recognitio tion, n, promot promotion ion whereas whereas poor   performers are rewarded poorly; they are given enough to meet the inflation rate so that they can maintain status quo. This is a unique philosophy of the company, not universal as this this is ethica ethicall and social social respons responsibi ibili lity ty of the compan company y toward towardss its employ employees ees contrariwise, other companies do not really care much about living standards of poor   performer and even when there is lack of skilled Human Resources in the market, these companies do not budge, budg e, therefore company tries to maintain its current workforce.   National Foods Limited is friendlier with their employees, they do compromise with many performance gaps but they take their employees along with it. They tend to have   better better relati relations ons with with employ employees ees based based on friends friendship hip and kindnes kindnesss theref therefore ore actual actual   punishment is not given but they have concerns about poor performance, inform and warn employees in a mild way but despite that if individual continues to pester then measures are taken accordingly as per Industrial Relations Ordinance.



Performance Matrix:  National Foods Limited has defined Performance Matrix. Carefully placing people in matrix will define development needs as well as Performance Management.



High



1.



2.



3.



4.



RESULT



Low



Negative



Positive



BEHAVIOUR 



1. Peopl Peoplee have have negat negativ ivee behav behavio ior, r, they they do not carr carry y orga organi niza zati tion on’s ’s core core valu values es (leadership, team work) rather work well individually and give good results. 2. Positi Positive ve behavio behaviorr and give posit positive ive resul results. ts. 3. Employee Employee neither neither carries carries values values nor nor gives gives result results. s. 4. Employee Employee has positi positive ve behavior, behavior, follow follow core core values but but for some some reason reason couldn’t couldn’t  produce high. When conducting Performance Management, different people lie in different quadrants of  the matrix so, different strategies are made for each quadrant. Each of these strategies is discussed below:
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1. High High Resul Resultt- Nega Negativ tivee behavi behavior or::



Core values are key factors as business is measured in numbers i.e. profitability, sales etc. To derive these numbers, is complex and tiring effort i.e. measuring values. With Without out carr carryi ying ng value values, s, empl employ oyee ee cann cannot ot prod produc ucee anyth anythin ing. g. Compa Company ny tell tellss employees that they have less chance for growth. As for short term they might be good but for long term they can’t be beneficial for the company. Company doesn’t   promote such people who negate company’s values; Team work is important and  basic requirement for success. These kinds of people might be a misfit in the area of working therefore, for these  people its better and beneficial to place them where their behavior matches with their  environment. 2. High High Resul Resultt- Posit Positive ive Beh Behavi avior or::



High Rewards, good growth prospects; Promotion, recognition etc. should be given to  people with good behavior and high results. 3. Low Low Result Resultss- Nega Negativ tivee Behav Behavio ior: r:



It’s It’s really really diffic difficult ult or almost almost imposs impossibl iblee to change change such such people people but still still these these individuals should be given a chance rather than being cruel to them.



4. Low Low Resul Resultt- Posit Positive ive Beh Behav avior ior::



Focus on their development i.e. polishing p olishing their talents is company’s responsibility. In case if there are conflicts of interests from employee side about their ratings, then these types types of conflic conflicts ts are resolv resolved ed by Human Human Resour Resource ce Depart Departmen ment. t. They They discus discusss their  their  concerns about employee’s grievances against evaluation. Human Resources, in that case review the appraisal forms again and again and delivers substantial feedback. They point out different things in evaluation forms, needed to be modified in accordance with the opinion of an employee or they get the evaluation form filled by the employee for 2nd time as it is a huge responsibility to rectify the evaluation. Here HR department actually  performs as a judge, adjudicating on such matters. Company practice the phenomenon that motivation leads to productivity i.e. if company takes care of its people, people will also take care of the company. Motivation is based on different levels, at workers’ level that perform menial jobs for daily or weekly wages,  physiologi  physiological cal needs rank above every need. The company company is working on defining defining social responsibility strategy, according to this strategy, whatever is done, should be directed - 68 – 
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towards the well-being and facility of its employees. They bent upon developing their  lifestyle and improve their mindsets through learning because ultimate result of such strategy is the success and prosperity of our organization. Recently they have established a rewarding practice in the organization; give monetary and other kinds of rewards to the top performers (star performers) on monthly basis nominated from different sections of  company. A printed shirt is given with the tag of “  STAR PERFORMER OF THE   MONTH”  which is like a token of recognition and they wear it for the whole month so that others could be motivated to do the same. Their photographs are placed on bulletin  boards in the company premises. They even initiated few more programs like on food safety etc. in the organization. They shift ownership to the employees. Ownership can be transferred in two ways; either make policies which has never been a favorable way to do things, imposition doesn’t do any good, or create a competition. A competition was desig designe ned d to get the the empl employ oyees ees engag engaged ed arou around nd the the organ organiz izat atio ion n and and term termed ed that that competition as  NFL Olympics (National Food Olympics) in which a trophy is revolved among individuals, if any one or any section gets it for the higher commitment and  performance then at other incident that particular trophy would be shifted to the other  equal performer. Cash prizes and other incentives are also offered to the section in-charge and to the workers as well, workers are allowed to do anything with the money as they might arrange picnic or dinner, etc otherwise if they want money to be distributed among all workers then we do scoring for distribution so that equitable amount goes to every individual, so these sort of things reflected a greater impact on productivity and helped to improve the working environment. Responses have been remarkable that now they don’t have to stand on floor to inspect the working of employees and workers, but just have to visit them once in a month for the purpose of audit. This is how company motivates its employ employees ees and they they feel feel like like accomp accomplis lishin hing g organi organizat zation ional al goals goals as their their own and associate themselves with the organization, what is needed to be done is that persuade and convince employees that they can be winner in their fields and have got a major  contribution in productivity of whole organization. This is the most challenging task for  managers to bring about employees’ effort to productivity. Going through the details, mentioned above it is clear now that company gives both kinds of rewards; intrinsic and extrinsic rewards. Its importance depends on the level and condi conditi tion on one work workss in. in. If an indi indivi vidu dual al is work workin ing g on wages wages at lower lower level level then then monetary rewards are of great significance for him because he is least bothered about job roles, challenges, etc. while going from bottom to top, job level changes and increases,  people at the top of organization are relatively more concerned with intrinsic rewards then extrinsic. A criterion is required to be devised in order to make workers and employees follow a  particular pattern if they want to be rated high and want to be top performers. Things should be made clear before workers that what is expected of them. Without setting standa standards rds of perfor performan mance ce employ employees ees can never never be stimul stimulate ated d to perfor perform m and only only  perform, nor can say “do your best!” because clarity should be there so as to what extent  performance is desired.
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PLAN (PAY FOR PERFORMANCE):  National Foods currently completed their plan for Pay for Performance or variable pay. Its criterion is: 1. If the company company is able able to achieve achieve its target targetss only then then bonuses bonuses will be given. given. 2. Bonuse Bonusess will be based based on scale scale from 1 -5 in relatio relation n to the standard standardss specific specific to the team or department. 3. Indi Indivi vidua duall Perfo Perform rmanc ance. e. If the company’s profits are up to the mark, then higher bonuses will be given, conversely if the profits are low then lower bonuses will be given. Each department’s performance will be analyzed, higher the performance bigger the bonus. Individual performance evaluation is scrutinized on the basis of Performance Appraisal. Below 70%, no increment is given regardless of the department’s high rating. Above 70% will get increment on the basis of his performance. In this case hard worker will get his right. Secondly, Company is trying to design and define Competency Model which is mostly used in Talent Management. There are defined competencies. Competency Model will be linked with Performance Management System. Then on the basis of values, competency model and results employees will be evaluated and promoted. Development needs will also come from Competency model. At lower, middle and high level of employees there will be different level of competencies. This will further systemize the system a lot and help in improving skill set of competencies. Till last year, National Foods did not have Pay for Performance; this year work is being done on it. Earlier salary structure used to be quite flat. Increments were given but according to such policy those who were seniors used to get good pay and even other  facilities as per the designation of person. Therefore, Compensation and salary should be in the direction rather than being flat.



ISSUES: The issue which comes in Performance Management System is that appraisal is done by immediate supervisor. While working through out the year, there is relationship formed   betwee between n superv superviso isorr and employ employee ee theref therefore ore someti sometimes mes evalua evaluatio tion n become becomess more more  personal than professional. In this, appreciation is easily done but to tell the employee about its area of opportunity becomes difficult task. Supervisor might perceive that by rating bit high may provide employee more increment, this results in clash therefore most of the people rate the employee as average. During appraisals some emotional tendencies get involved i.e. sometimes person may not  be able to perform well because of personal problems or house hold. For this, finding the - 70 – 
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root root cause cause and then then fixing fixing the proble problem m demands demands consid considera erable ble effort effort.. The compan company y doesn’t have any particular formula to grapple with such issues and resolve such matters. Another problem which comes while conducting Performance Management system is to infuse, to develop and to promote performance culture throughout the organization is impor importa tant nt and diff diffic icul ultt job. job. It come comess under under chan change ge mana manage geme ment nt,, afte afterr layi laying ng the the requirements and ideas, job becomes easier but to convert the interests and beliefs of  individuals to those ideas is a challenging task because it’s like changing the mindsets therefore therefore the company induce principals principals among employees employees and after some time include include them in policies of organization. If policies are directly imposed then employees will take the policies as hurdle. When the company developed core values, their people were of view that when sales and  profits are on the track and organization is doing good then why core values? Same with the introduction of Key Performance Indicators (KPIs), for which the employees were senseless and later they were intimated and were made aware of favorable consequences of KPIs as their own performance would be enhanced. In course of practicing company doesn’t doesn’t impose impose these these things things to employ employees ees that that are requir required ed to implem implement ent so-cal so-called led  policies rather they promote it as Culture- to inculcate these developed ideas as every individual’s habit. Previous year KPIs were not idealistic, there wasn’t any source to authenticate the data, employ employees ees themse themselve lvess submit submitted ted their their partic particula ulars. rs. But now after after making making a habit, habit, employees have started taking their responsibilities seriously and they measure what they do and how they do. Company authenticates the data by informing the employees that now their data would be evaluated according to their performance, and they will be accountable for that. Quarterly meetings are mainly for marketing and sales to review sales record. Other employees were convinced by giving them proper pattern during the course of meeting, some integral information was not to be disclosed but because of  commitment from top management, information was disclosed and shared with other  important employees as the information which is for the betterment of organization is not to be possessed by few members only.
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CASE STUDY: STUDY: PAKISTAN INTERNATIONAL INTERNATIONAL AIRLINE AIRLINE Pakistan International Airline (PIA) deems Performance Management system as a broad   perspe perspecti ctive ve for analyzi analyzing ng perfor performan mance ce of an organi organizat zation ion and that that it contrib contribute utess in making making employ employees ees and worker workerss loyal loyal to the organi organizat zation ion and so that that they they percei perceive ve themselves as the part of the organization, taking pride in what they do. Performance Appraisal is just a tool to evaluate performance, some companies are based on behavioral approach; appraising employee only on the basis of personal attributes, which is not a result result-or -orien iented ted apprais appraisal. al. Perfor Performan mance ce Manage Managemen mentt Syste System m in PIA was evolved evolved on  proposition SATISFACTION. Performance Appraisal in PIA is carried out at the end of the fiscal year i.e. June-July.. In their appraisal appraisal there are two parts: parts: One is related related to hard core responsibilit responsibilities ies i.e. target target  based (individual’s goals, assignments), its weightage is 60%. Other part is related to skills including personal attributes like leadership, communication etc which have also  been defined. Last year Human Resources Department of PIA defined core values with the the help help of mana manage geme ment nt team team and and link linked ed thos thosee core core valu values es with with Perf Perfor orma manc ncee Management System and its weightage is 40%. Along with the goals, company has defined Key Performance Indicators-KPI for each department. Performance is tracked on the basis of these KPIs. Its aim is to transfer KPIs into a bell score card. Here, Human Resource Department gets involved, extending help, which will further makes it easier to track individual’s performance. Generally it is perceived that Performance Appraisal indicates that how much increment employees will get or what other incentives they will receive. This is a quite prevalent mind set that employees have. The company wants to correct this notion that it is not about only salary administration but salary administration is just a part of Performance Management. When When empl employ oyee ee perf perfor orms ms well well he gets gets a cons consid ider erab able le incr increm emen entt but but on poor  poor    perfor performan mance, ce, he faces faces negati negative ve reinfo reinforce rcemen ment. t. For averag averagee perfor performer mer,, object objective ivess includ including ing traini training ng develop developmen ment, t, develo developme pments nts of recogni recognitio tion n are introd introduced uced.. And Training Need Analysis on an individual is also being analyzed through performance appraisal.



BELL CURVE METHOD: Company works on Bell Curve Method. Stating that in every company, 10% employers are top perfor performer merss (Outst (Outstand anding ing)) on which which compan company y relies relies,, 10% people people are poor  poor   performers (Inadequate Performance) and 20% are those employers whose performance  just below outstanding are rate as (Very Good) and 20% are those employers who need improv improveme ement nt (Need (Need Improv Improveme ement) nt).. 50% people people are averag averagee perfor performer merss and falls falls in category of (Good).
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Good



Very Good



 Need Improvement



Outstanding Inadequate Performance



Performers



Top performers should be highly rewarded, average performers should be tried and plan should be made to upgrade their level of performance so that they can become top   perfor performer merss and need need improv improveme ement nt perfor performer mer should should be given given traini training ng so that that they they  perform well, slow and gradual plan, to transform them into average performers, So that ratio of average and top performers increases. For poor performer with an inadequate  performance higher management takes action on them as they are weakness for future growth of organization. PIA does not completely follow strategic part of Bell curve but practice its reward part i.e. top performer should get top rewards, average performer get average rewards, for  average performances, company strives to fulfill their development nee ds. For Outstanding performance, there will be rewards, recognition, promotion whereas  poor performers are rewarded poorly; they are given enough to meet the inflation rate so that they can maintain status quo. This is a unique philosophy of the company, not universal as this is ethical and social responsibility of the company towards its employees contrariwise, other companies do not really care much about living standards of poor   performer and even when there is lack of skilled Human Resources in the market, these companies do not budge, budg e, therefore company tries to maintain its current workforce. PIA is friendlier with their employees, they do compromise with many performance gaps  but they take their employees along with it. They tend to have better relations with employees based on friendship and kindness therefore actual punishment is not given but they have concerns about poor performance, inform and warn employees in a mild way  but despite that if individual continues to pester then measures are taken accordingly as  per Industrial Relations Ordinance.
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PAY FOR PERFORMANCE: PIA currently completed their plan for Pay for Performance or variable pay. Its criterion is: 4. If the company company is able able to achieve achieve its target targetss only then then bonuses bonuses will be given. given. 5. Bonuse Bonusess will be based based on scale scale from 1 -5 in relatio relation n to the results results founde founded d from Bell curve method over the individual performance. Outstanding performers will get 14% increase in their salary. Very Good performers will get 12% increase in their salary. Good performers will get 10 % increase in their salary.  Need Improvement employers will get 8% increase in their salary. Inadequate Performance, individuals get 6% increase in their salary. Those Those who rated outsta outstandi nding ng in consecut consecutive ively ly 2 years years will will be promot promoted ed and those employers who continuously show inadequate performance will be dismissed. But basically, this is not being practiced in PIA; this rule is violated by giving more and more promotions to employees those who being rated outstanding. And poor performance had not been taken in charged ever.



PROBLEMS OF EVALUATION: The issue which comes in Performance Management System is that appraisal is done by immediate supervisor. While working through out the year, there is relationship formed   betwee between n superv superviso isorr and employ employee ee theref therefore ore someti sometimes mes evalua evaluatio tion n become becomess more more  personal than professional. In this, appreciation is easily done but to tell the employee about its area of opportunity becomes difficult task. Supervisor might perceive that by rating bit high may provide employee more increment, this results in clash therefore most of the people rate the employee as average. Politi Political cal activi activitie tiess are also also exists exists in PIA, PIA, it also also cause cause proble problem m for supervis supervisors ors in evaluating employees. As influential pressure is more from outside. Performanc Performancee Management Management of the PIA, itself itself is weak system and it’s not being followed followed   prope properl rly. y. As ther theree is no prop proper er feed feed back back to empl employ oyee eess over over thei theirr perf perfor orma mance nce evaluation. Biasness is too much by supervisor while evaluating individual performance.
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Questionnaire The objective of this research is to find out the performance evaluation system of your  organization. •



When appraisal system is being conducted in your organization? [] Annuall ally



•



[] Quarterly



Are you satisfied with the performance management system? [] Yes



•



[] Bi- Annual ually



[] No



In your opinion, what is the purpose pu rpose of performance management system? [] Diagnoses of Organizational Problems [] Feedback Mechanism [] If other, specify ______________ 



•



Appraisals are use for  [] Placement decisions [] Pay decisions



•



Does performance evaluation helps in identifying performance standards w.r.t job description? [] Yes



•



[] No



Does rater biasness exist in the appraisal system? [] Yes



•



[] Training & Development needs [] All



[] No



In your opinion, which is the best form of conducting appraisals? [] Formal (annual) [] Informal (day to day)



•



Is 360 degree method is the best appraising method? [] Yes



•



[] No



[] Don’t know



In your opinion, what is the factor that motivates employee towards better   performance? [] Incentives



[] Pay



[] Rewards - 75 – 
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RESULT FROM SURVEY CONDUCTED:



I conduct conducted ed a survey survey at Pakist Pakistan an Intern Internati ational onal Airli Airlines nes and asked asked variou variouss questi questions ons regarding the Performance Appraisal. The sample for this research is 25 Employees. •



Are you satisfied with the performance management system? [] Yes 5



[] No 15



5



 YES NO



15



•



In your opinion, what is the purpose pu rpose of performance management system? [] Diagnoses of Organizational Problems 2 [] Feedback Mechanism 10 [] If other, specify ______________ 8



2



Diagnosis of  Organizational Problems Feedback Mechanism



8



10



•



If Other….



Appraisals are use for  [] Placement decisions [] Pay decisions [] Training & Development needs [] Above all 5 8 5 2
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All,2



Placement Deciosion,5



T&D,5



Pey Decision ,8



•



Does performance evaluation helps in identifying performance standards w.r.t job description? [] Yes 13



[] No 7



 YES



77



NO



1337



•



Does rater biasness exist in the appraisal system? [] Yes 18



[] No 2



27  YES NO



18



•



In your opinion, which is the best form of conducting appraisals? [] Formal (annual) 8 [] Informal (day to day) 12
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Formal



8



Informa



12



•



Is 360 degree method is the best appraising method? [] Yes



[] No



[] Don’t know



6



5



9



6



 Yes



9 No



5



•



Don't Know



In your opinion, what is the factor that motivates employee towards better   performance? [] Incentives



[] Pay



[] Rewards



9



4



7



Incentives



7 9



Pay



Rewards



4
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CONCLUSION The performance appraisal program provides valuable feedback and instruction to employees and gives managers and supervisors a useful framework from which to assess their staff’s performance. The performance appraisal program should not, h owever, be established and only reconsidered once every six months, once a year, or o r as often as the manager and employee meet for the formal performance appraisal review. Instead, managers and supervisors should continuously evaluate and guide employees so that  performance deficiencies do not go unchecked for too long, only to be recognized and discussed at the performance appraisal review. Similarly, as employees conduct their  work each week, they should always keep in mind the goals that they are supposed to be meeting and the expectations expe ctations that their supervisors have of them. Perf Perfor orma manc ncee evalu evaluat atio ions ns don't don't have have to be pain painfu full or unple unpleas asan antt if appr approa oache ched d system systemati atical cally ly.. In fact, fact, when done proper properly, ly, they they are effect effective ive planni planning ng tools tools for  managers and provide important feedback to employees. The first step in a successful   progr program am is to train train your your superv superviso isors rs and show show your your organi organizat zation ion's 's commit commitmen mentt to conducting effective appraisals. Next, hold your supervisors accountable for their ability to provide meaningful evaluations and ongoing guidance to their employees. And finally, encourage supervisors to involve employees directly in the formulation of goals and action plans. This disciplined, interactive approach can help eliminate the natural barriers to effective evaluations. Well the research being conducted and information gathered from the above mention organization organizationss its clear that private organizatio organizations ns like National Foods follows follows its system while performance evaluation and strict accountability is there. As compared to PIA, where the system its not up to mark and no transparency in evaluation process and this might be the reason of the poor performance of the employees and due to no proper  accountability over their performance. And violation of rules are also found in their  system it is the drawback for the company and it is within it self a disease that killing the overall performance of the origination globally.
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It recognizes that there is no perfect perfect performance evaluation system. What I recommend here is not perfect either. Rather, it is an attempt to design a system system for the situation that   perceive after the analyzing the PMS of two organizations that I have visited, and is  based on needs expressed by staff and supervisors at the institution.



RECOMMENDATIONS In light of all these observations and information, the committee has 5 recommendations. 1. Add a Numerical Evaluation Component : While While the planning planning componen componentt of the current system can work for development, it does not work as a basis for merit pay or  other administra administrative tive purposes that require require comparison of performance performance to a standard. I recomm recommend end that that a second second compone component nt be added added to every every organi organizat zation ion perfor performan mance ce appra apprais isal al syst system em.. This This woul would d be a rati rating ng by the the supe superv rvis isor or of the the empl employ oyee ee’s ’s  performanc  performance, e, based upon the major duties identified identified in the employee’s employee’s job description. description. In essence: “How well is the employee doing what the job description says he or she is  being paid to do?” The comparison should be against a standard of acceptable performance – not against other individual individualss in the unit. A XYZ-point XYZ-point scale should be used to rate: 1) each of the major tasks in the job description, 2) measurement of current performance with the set standards, standards, and 3) overall overall performance. performance. I recommend using the following descriptive descriptive terms: terms: “unusu “unusuall ally y profic proficien ient,” t,” “above “above expecta expectatio tions, ns,”” “meet “meetss expect expectati ations, ons,”” “below “below expectations expectations,” ,” and “unacceptabl “unacceptable.” e.” will aid in more uniform uniform ratings. Obviously Obviously a good current job description that includes well-defined, specific job duties is an important part of such an evaluation. 2. Keep Performance Planning : Keep the performance planning features of the current system. system. The current system system of performance performance planning planning is well-though well-thoughtt out and designed for what was intended. It can work as the development portion of a more comprehensive   performanc performancee review review system. The focus here should be goal-sett goal-setting ing and performance performance feedback aimed at development of the individual for personal growth and/or promotion. 3. Clarify and Amplify Supervisor and Manager Responsibilities for Performance Appriasal : There is a need for better better mechanisms to make both supervisors supervisors and secondlevel managers more accountable for the thoughtful evaluation of employees. Performance appraisal is an important part of a manager’s job and every employee deserves deserves to be evaluated each year. Mandatory Mandatory evaluation evaluation may be a change in practice for organization, but it elevates the process for all concerned. Research on performance appraisal suggests that one of the fastest ways to improve a  performance evaluation system is to to train the managers who will use it. Interviews with administrators at the other institutions institutions led to the same conclusion. Currently training for  supervi supervisor sorss at many many organi organizat zation ionss is neithe neitherr requir required ed nor very well well attend attended. ed. The commit committee tee recomm recommends ends mandat mandatory ory traini training ng for both both superv superviso isors rs and secondsecond-lev level el managers. I also recommend development of short seminars for all current current second-level - 80 – 
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managers and for all supervisors, immediately upon acceptance of a new performance evaluati evaluation on syste system. m. New manager managerss and superv superviso isors rs should have to take take the train training ing within within a few weeks of their appointment. appointment. Further, Further, performance performance evaluation evaluation should be covered in new employee training, as the evaluation process will be most effective if  employ employees ees have have a good unders understan tandin ding g of the reason reasonss for perfor performan mance ce apprais appraisals als.. Training is necessary but insufficient to solve the problem of inconsistent managerial treatment of the performance appraisal process at every ev ery organization. It is also important to establish responsibility and to elevate the quality of performance evaluation done by both supervisors and second-level managers. The lack of consistency consistency with which the current system system is applied applied is a serious drawback. Many supervisors do no   perfor performan mance ce evaluat evaluation ion or planni planning, ng, thereb thereby y not provid providing ing any formal formal feedbac feedback k to employ employees ees.. That That fails fails to provid providee staff staff personnel personnel with the percepti perception on that that this this is an activity activity the instituti institution on takes seriously. seriously. Each supervisor supervisor should evaluate each employee employee every year. Each employee should receive verbal and written written feedback each year. SecondSecond-lev level el manager managerss should should pay attent attention ion to how well well a superv superviso isorr evalua evaluates tes and  provides  provides feedback to his or her employees. Further, Further, second-level second-level managers managers should be rated on how well their reporting supervisors supervisors develop. This development should include the supervisor’s supervisor’s use of performance performance evaluations evaluations.. Training, Training, responsibilit responsibility y for required appraisal, appraisal, and observation observation by higher management management will be required to change the system system successfully. 4. Impleme Employee ee evaluat evaluation ion of  Implement nt Evaluat Evaluation ion of Supe Supervis rvisors ors by Employe Employees es : Employ supervisors is a potentially useful tool that has some potential problems associated with it. There were enough comments by staff employees in favor of such an approach that the committee recommends that it be tried. Such a system must be anonymous. Evaluations  based on a brief questionnaire should go to the second level manager to be summarized, with the originals destroyed after summary. Feedback to the supervisor from the manager  on this matter should be part of the supervisor’s supervisor’s evaluation. This recommendation is not for a 360 degree appraisal which is judged to be inappropriate here, but rather for a simpler variant of the idea. For such an approach approach to work, all new employees, employees, as part of their orientation, orientation, should be made familiar with the issues involved with the performance appraisal system and their  formal feedback to their supervisors. Implement nt Formal Formal Evaluat Evaluation ion of Employe Employees es dur during ing Probati Probationar onary y Period Period : 5. Impleme Probationary employees may need feedback and evaluation even more than long-term employees. employees. I recommend that mandatory mandatory performance performance evaluation evaluation occur at 90 days, 6 months, and again just before the the end of the probationary period period during the first year. Of  course, coaching and informal appraisal should occur on an ongoing basis during the entire entire period. period. After After the end of the probation probationary ary period, period, the new employ employee ee will will be evaluated annually like all other employees.
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6. Train to avoid the eight "Deadly Sins" of evaluations Manager training on effective and consistent evaluations is essential, since both managers and employees often are uncomfortable discussing performance. You should train your  supervisors not to make the following eight common errors that can distort and even invalidate the evaluation process. Specifically, supervisors should not: 1. Base the the evaluation evaluation on the employee employee's 's most recent recent behavior behavior,, instead instead of reviewing reviewing the whole performance period; 2. Allow irrele irrelevant vant or non job-re job-related lated factors factors to to influence influence the evaluati evaluation, on, such as  physical appearance, social standing, participation in employee assistance  programs, or use of leaves of absence; 3. Include Include only favorable favorable remarks remarks on the evaluatio evaluation, n, even when when negative negative comments comments are justified and appropriate; 4. Rate all all subordinates subordinates at about about the same same point point on a ranking ranking scale, scale, usually usually in the middle; 5. Allow one one characteri characteristic stic of the the employee employee or one aspect aspect of the job job performance performance to to distort the rest of the rating process; 6. Judge all all employees employees at the the extremes, extremes, either either too lenientl leniently y or too strictl strictly; y; 7. Allow one very good or very very bad bad rating rating to affect affect all all the other other ratings ratings of the employee (the "halo effect"); or  8. Permit Permit personal personal bias bias to unduly unduly influen influence ce the evaluati evaluation on process. process.
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Appendix The information I gathered at National accordance with the following queries: •



•



•



•



•



• • •



• •



•



•



• •



• • • •



•



• • •



• •



foods



was



in



Which first adjective comes to your mind when you think about Performance Management system? Do you follow a traditional end of the year appraisal or a complete performance management process? How How woul would d you you diff differ er perf perfor orma manc nce e manag anagem emen entt sy syst stem em to performance appraisals? How perfor performan mance ce manage managemen mentt helps helps to accomp accompli lish sh the overal overalll motives of your organization? How How it su supp ppor orts ts othe otherr HR func functi tion ons s and and whic which h func functi tion on is most most affected? How much it means to have a proper PMS to your organization? How often do you evaluate employee’s performance? Do you you thin think k that that any part partic icul ular ar skil skills ls are are requ requir ired ed to cond conduc uctt appraisals? What purposes does it serve? Do you use subjec subjectiv tive e or object objectiv ive e crite criteri ria a for the evalua evaluatio tion n of  performance> How do the personal factors like traits and behavior help a manager to evaluate the relevant employee?  To what extent do you think emotion quotient (EQ) plays a role in appraising an employee? (How you tackle emotional tendencies) What difficulties do you face while conducting PMS? Could you recall any interesting incident you have ever come across during appraisals? How a poor performer is reprimanded in your organization? How much motivation is important for the productivity? If employees perform well what rewards they receive? How How does does PRP PRP (per (perfo form rman ance ce rela relate ted d pay) pay) cont contri ribu bute te to the the motivation of the employee? What What kind kind of prereq prerequis uisite ite inform informati ation on you obtain obtain to make make your your evaluation accurate enough and what are the sources of such data? How legal restrictions act in PMS? What is the process of conducting PMS in your organization? How the external or environmental factors lead to the formation or amendment of performance standards? What goals you generally set while planning performance? What methods of performance appraisal you use? Why you prefer this method over others? - 85 – 
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•



•



What kind of anomalies do you confront during appraisals? What is your opinion about your current PMS? How long have you been following it and do you think it is going to be maintained for years to come or need to be modified? What’s your stand against biases and unfair ratings of employees? How does this affect organization as a whole? Which software you use in conducting PMS? How they work?



The inform informati ation on I gathe gathered red at Pakist Pakistan an Intern Internati ationa onall Airlin Airline e was in accordance with the following queries: • • • •



•



•



• • •



• •



• • •



When appraisal is being conducted in your organization? Which method is being following for performance evaluation? How the implemented method is working in your organization? Do you follow a traditional end of the year appraisal or a complete performance management process? How perfor performan mance ce manage managemen mentt helps helps to accomp accompli lish sh the overal overalll motives of your organization? How How it su supp ppor orts ts othe otherr HR func functi tion ons s and and whic which h func functi tion on is most most affected? How much it means to have a proper PMS to your organization? How often do you evaluate employee’s performance? Do you you thin think k that that any part partic icul ular ar skil skills ls are are requ requir ired ed to cond conduc uctt appraisals? What purposes does it serve? Do you use subjec subjectiv tive e or object objectiv ive e crite criteri ria a for the evalua evaluatio tion n of  performance> What difficulties do you face while conducting PMS? How much motivation is important for the productivity? What’s your stand against biases and unfair ratings of employees? How does this affect organization as a whole?
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Sample Appraisal Form
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		    Report "Performance Evaluation"

		

		
		    
			Your name
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