Chapter 7: Managing Employee Engagement and Performance

Introduction

· Chapter examines what managers can do to increase engagement among employees, influencing them to stay with the organization 
· Avoid voluntary turnover: turnover initiated by employees 
· Involuntary turnover: turnover initiated by the organization 

Driving Engagement: Preventing Voluntary Turnover

Process of Job Withdrawal
· Job withdrawal is a set of behaviours that dissatisfied individuals enact to avoid the work situation 
· Progression of Withdrawal: Theory that dissatisfied individuals enact a set of behaviours in succession to avoid their work situation 
· Job withdrawal process is composed of three categories: 
· Psychological job withdrawal
· Physical job withdrawal 
· Behaviour change 
· When dissatisfied employees are unable to change their situation or remove themselves physically from their jobs, they may psychologically disengage themselves from their jobs until a better opportunity comes along 
· Physically on job but mind is somewhere else 
· Dissatisfaction with job: low level of job involvement
· Dissatisfaction with employer: low level of organizational commitment

Job Satisfaction and Job Withdrawal
· Loss of engagement and job withdrawal is due to job dissatisfaction 
· Job satisfaction: pleasurable feeling that results from the perception that one’s job fulfills or allows for the fulfillment of one’s important job values 
· Three important aspects of job satisfaction
1. Function of values – what a person desires to obtain 
2. Different views of what values are important 
3. Perception – different perceptions 

Sources of Job Dissatisfaction
· Safe working conditions 
· Pay and benefits 
· Supervisors and co-workers 
· Tasks and roles 
· Job Enrichment: enriching jobs that are boring or repetitive by providing increased opportunities for workers to have input into important organizational decisions that involve their work 
· Job rotation: increase work complexity and provide cross-training in jobs
· Scheduling  
· Most important aspect of work in terms of satisfaction is the degree to which it is meaningfully related to core values of the worker 
· Prosocial motivation: the degree to which people are energized to do their jobs because it helps other people 
· Related to helping behaviour 
· Work has important impact on other people thus willing to work longer hours 
Managing Performance 

· Traditionally, the formal performance appraisal system was viewed as the primary means for managing employee performance 
· View performance appraisal as an annual ritual 
· Most managers and employees dislike performance appraisals due to 
· Lack of consistency of use of performance appraisals across the company 
· Inability to differentiate among different performance levels 
· Inability of the appraisal system to provide useful data for development 
· Important part of appraising performance is to establish employee goals 
· PA is only one part of the broader process of performance management 
· Performance management: process through which managers ensure that employee’s activities and outputs are congruent with the organization’s goals 
· An effective performance management system will have 3 parts to it:
· Defining performance
· Measuring performance 
· Through PA 
· Feeding back performance information 
· Through performance feedback 

An Organizational Model of Performance Management 


· Individual attributes are the raw materials of performance 
· Raw materials are transformed into objective results through employee’s behaviour 
· Employees can exhibit desired behaviours only if they have the necessary knowledge, skills, etc. 

Two components that affect all 3 of these: Organizational Strategy and Situational Constraints
· Organizational Strategy  have to specify what needs to be accomplished and what behaviours must be exhibited for the company’s strategy to be implemented 
· Performance Planning and Evaluation (PPE) Systems: system that seeks to tie the formal performance appraisal process to the company’s strategies by specifying at the beginning of the evaluation period the types and level of performance that must be accomplished in order to achieve the strategy 
· Situational Constraints  Organizational culture or workgroup norms might discourage employee

Purposes of Performance Management

· Strategic
· Link employee activities with the organization’s goals 
· Administrative
· Pay raises, promotions, layoffs, retention/termination 
· Developmental 
· Develop employees who are ineffective at their jobs 

Performance Measures Criteria

Five main criteria used to evaluate performance management systems
1. Strategic Congruence
· The extent to which a performance management system elicits job performance that is congruent with the organization’s strategy, goals, and culture 
· Example: if a company emphasizes customer service, then its PMS should assess how well its employees are serving the company’s customers 
2. Validity
· The extent to which a performance measure assesses all the relevant aspects of performance 
· For a performance measure to be valid, it must not be deficient or contaminated 
· Contaminated measure evaluates irrelevant aspects of performance or aspects that are not job related 
3. Reliability
· Consistency is a performance measure, degree to which a performance measure is free from random error 
4. Acceptability
· The extent to which a performance measure is deemed to be satisfactory or adequate by those who use it 
· Aka perceived fairness  procedural, interpersonal, and outcome fairness 
5. Specificity
· The extent to which a performance measure gives detailed guidance to employees about what is expected of them and how they can meet these expectations

Approaches to Measuring Performance

Four main approaches  comparative, attribute, behavioural, and results 

The Comparative Approach 
· Requires the rater to compare an individual’s performance to that of others 
· Uses an overall assessment of an individual’s performance or worth 
· Three techniques under comparative: ranking, forced distribution, and paired comparison 

1 – Ranking
· Rank employees within their departments from highest performer to poorest performer 
· Alternation ranking: master list of employees – pick best performer and put them #1 on new list, then pick worst performer and but put them at the very bottom… 
2 – Forced Distribution
· Employees are ranked in groups – requires manager to put certain % of people into predetermined categories 
· Re-read 
3 – Paired Comparison
· Compare every employee with every other employee in the work group, giving an employee a score of 1 every time he or she is considered the higher performer 
· Once done, manager computes the number of times each employee received the favourable decision and this becomes the employee’s performance score 

The Attribute Approach
· Focuses on the extent to which individuals have certain attributes believed desirable for the company’s success 
· Graphing Rating Scales: 
· List of traits is evaluated by a five-point rating scale 
· Circle the appropriate rating 

The Behavioural Approach
· Attempts to define the behaviours an employee must exhibit to be effective in the job 
· Techniques used for this approach define those behaviours and then requires managers to assess the extent to which employees exhibit them 
· Three main techniques: critical incidents, BARS, and assessment centres 

1 – Critical Incidents
· Requires managers to keep a record of specific examples of effective and ineffective performance on the part of each employee 

2 – BARS
· Builds on the critical incidents technique 
· Designed to specifically define performance dimensions by developing behavioural anchors associated with different levels of performance 
· Manager’s task is rot ate an employee’s performance along each dimension – PG 274
· Advantage: increase interrater reliability 
· Disadvantage: they can bias information recall 

3 – Assessment Centres
· Individuals perform a number of simulated tasks, such as leaderless group discussions and role-playing 
· Assessors observe the individuals’ behaviour and evaluate their skill or potential as managers 

The Results Approach
· Focuses on managing the objective, measurable results of a job or work group 
· Management by Objectives (MBO):
· Set goals – they’re used as the standards by which an individual’s performance is evaluated 
· MBO systems have 3 common components:
· Require specific, difficult, objective goals 
· Goals not set by just management but with managers and subordinates participation 
· Manager gives feedback throughout the rating period to monitor progress toward the goals 
· Two important findings regarding MBO
· Increases productivity 
· Productivity gains is highest when there is substantial commitment from top management 

Choosing a Source for Performance Information 

Five primary sources: 

1 – Managers 
2 – Peers
3 – Subordinates
4 – Self
5 – Customers 

Managers

· The MOST frequently used source of performance info
· Supervisors have extensive knowledge of the job requirements and that they have adequate opportunity to observe their employees 
· Feedback from supervisors is strongly related to performance and to employee perceptions of the accuracy of the appraisal if mangers attempt to observe employee behaviour or discuss performance issues in the feedback session
· Problems: where the supervisor does NOT have an adequate opp to observe the employee performing his job duties
· Some supervisors may be so biased against a particular employee 
· Favouritism is a fact of org life -> must be minimized
Peers
· Co-workers 
· Peers have expert knowledge of job requirements, and have the most opp to observe the employee in day-to-day activities
· Valid assessments of performance in several diff settings
· Problem: friendships among peers may increase potential to bias ratings
· Plus, when evaluations are made for administrative decisions, peers often feel uncomfortable being both rater and rate
· When these ratings are used ONLY for developmental purposes, however, peers react favourably

Subordinates
· Have the best opp. to evaluate how well a manager treats employees
· Upward feedback: managerial performance appraisal that involves subordinates’ evaluations of the manager’s behaviour or skills
· Managers viewed receiving upward feedback more positively when receiving feedback from subordinates who were identified, but subordinates preferred to provide anonymous feedback
· When subordinates were identified, they inflated their ratings of the manager
· Use subordinates ONLY for developmental purposes, and to reduce fear of retribution, use anonymous evaluations and at least 3 subordinates for each manager

Self
· Individuals are aware of their own behaviour and have access to info regarding their results on the job
· Gives employees the opp to explain to their manager what they have done well and to request training for areas they believe they need to improve
· Problem: inflated 

Customers
· Appropriate when an employee’s job requires direct service to the customer or linking the customer to other services within the company, or when the company is interested in gathering info to determine what products and services the customer wants

The 360-degree feedback process
· Definition: a performance appraisal system for managers that includes evaluations from a wide range of persons who interact w/ the manager. The process includes self-evaluations as well as evaluations from the manager’s, boss, subordinates, peers, and customers
· The raters complete a questionnaire asking them to rate the employee on a # of diff dimensions
· Advantage: provides a means for minimizing bias 
· Used primarily for strategic and developmental purposes
· Provides an opportunity for upward feedback to managers 
· Have multiple raters (boss, peers, subordinates, customers) provide input into a manager’s evaluation
· Collect multiple perspectives of managers’ performance, allowing employees to compare their own personal evaluations w/ the views of others, formalizing communications about behaviours and skill ratings b/w employees and their internal and external customers
· The most change occurs in individual who receive lower ratings from others than they gave themselves (overraters)
· Info must be shared w/ the employee for development to occur

Rater errors in performance measurement
· Heuristics (simplifying mechanisms): make subjective judgments 
· Performance evaluations may also be purposefully distorted to achieve personal or company goals (appraisal politics)

Appraisal politics
Definition:  a situation in which evaluators purposefully distort ratings to achieve personal or company goals
· Several factors of the appraisal system and the company culture promote such activity
· Most likely to occur when raters are accountable to the employee being rated, there are competing rating goals, and a direct link exists b/w performance appraisal and highly desirable rewards
· Occur if top exec tolerate distortion or are complacent toward it, and if distortion strategies are part of “company folklore” and are passed down from senior employees to new employees

Reducing rater errors and politics, and increasing reliability and validity of ratings

Two training approaches to reduce rater errors

1) Rater error training
· Make managers aware of rating errors and helps them develop strategies for minimizing those errors
· Consist of having the managers view videotaped vignettes designed to elicit rating errors such as contrast error (comparing individual with one another instead of against an objective standard) 
· Managers then make their ratings and discuss how the error influenced the rating
· They get tips on how to avoid committing those errors
· Evidence however that reducing rating errors can also reduce accuracy of performance ratings

2) Accuracy training 
· Attempts to emphasize the multidimensional nature of performance and thoroughly familiarize raters w/ the actual content of various performance dimensions
· Provide ex of performance for EACH dimension and discuss the actual / “correct” level of performance that the ex represents
· Increase accuracy, provided that the raters also are held accountable for ratings, job-related rating scales are used, and raters keep records of the behavior they observe

Performance feedback

The manager’s role in an effective performance feedback process
· When employees participate in the feedback session, they are consistently satisfied w/ the process
· Goal setting -> the most effective motivators of performance
· Increased satisfaction, motivation to improve, and performance improvement
*PG 282 – recommendations
1. Feedback should be given frequently, not once a year
2. Create the right context for discussion 
3. Ask the employee to rate his or her performance before the session
4. Encourage the subordinate to participate in the session 
5. Recognize effective performance through praise 
6. Focus on solving problems 
7. Focus feedback on behavior or results, not the person 
8. Minimize criticism 
9. Agree to specific goals and set a date to review progress 

What managers can do to diagnose performance problems and manage employees’ performance
· The first step is to identify the actual problem is to be solved
· They must first make an accurate diagnosis of what is causing the employee to underperform

Diagnosing the causes of poor performance
1. Conduct a performance analysis 
2. Meet with the employee to discuss the results 
3. Agree to the next steps that the manager and employee will take to improve performance 
4. Discuss the consequences of failing to improve performance 
5. Set a timeline for improvement 
· Excluding external issues over, which an employee has, no control (ex. Downturn in the economy), there are many diff reasons for an employee’s poor performance
· Due to lack of employee ability, misunderstanding of performance expectations, lack of feedback, the need for training 
· Important to consider whether the poor performance is detrimental to the business 
· If it is detrimental, the next step is to conduct a performance analysis to determine the cause of poor performance
· After conducting the performance analysis, managers should meet w/ the employee to discuss the results, agree to the next steps that the manager and employee will take to improve performance (training, providing resources, giving more feedback), discuss the consequences of failing to improve performance, and set a timeline for improvement
Actions for managing employees’ performance
· Marginal employees: an employee performing at a barely acceptable level b/c of lack of ability and/or motivation to perform well, not poor work conditions
· Managers need to take into account whether employees lack ability, motivation
· To determine an employee’s level of ability, a manager should consider if he has the knowledge, skills, abilities needed to perform effectively
· To determine employee’s level of motivation, managers need to consider if employees are doing a job they want to do and if they feel they are being appropriately paid or rewarded 
	*A sudden positive change in an employee’s performance may indicate personal problems
Solid performers: employees with high ability and motivation= good performers = provide development 
· Managers should provide development opportunity to keep these employees satisfied and effective
Misdirected effort: poor performance resulting from lack of ability but NOT motivation = focus on training  
· Maybe improved by skill development activities such as training or temporary assignments
Underutilizers: managers w/ employees who have the ability but LACK motivation = focus on interpersonal abilities  
· Need to focus on interpersonal problems or incentives
· These actions include making sure that incentives or rewards that the employee values are linked to performance and making counseling available to help employees deal w/ personal problems or career or job dissatisfaction
Deadwood: chronic poor performance by employees w/ LOW ability and motivation = managerial action  
· Outplacement or firing, demotion 

Developing and implementing a system that follows legal guidelines

-performance measures play a central role in administrative decisions such as promotions, pay raises, discipline, termination
-more litigation is predicted in the future
-the MOST common human rights complaints related to employment: mental/physical disabilities, w/ family status, religious beliefs and race 
-many performance measures are subjective
-since B.C. and ON have NO longer human rights commissions, complainants in those provinces can now file complaints directly thru human rights tribunals that are designed to assist disputing parties w/ formal mediation, or where mediation fails, to serve as an independent quasi-judicial court system
-human rights tribunals: provide complainants w/ a venue for getting evidence heard and obtaining a ruling on the validity of the complaint
	-also impose consequences on employers where a human rights violation has occurred
	-allowed to award legal fees to complainants who win their cases 
-for complainants, such provincial tribunals provide a more efficient and accessible process for airing human rights cases than filing a complaint thru a human rights commission
-wrongful dismissal is the most problematic issue of litigation followed by termination and severance pay and then human rights




Electronic monitoring for performance management
-to ensure that employees are working when and how they should be
-include security cameras, hand and fingerprint recognition systems, global positioning systems (GPS), network forensic software that monitors and plays back employee activity on computer screens, and systems that can track employees using handheld computers and other mobile devices
-the systems are used on both blue-collar and white-collar employees 
-privacy concerns, subject to scrutiny in 5 areas of law: privacy, labour relations, human rights, evidence admissibility, criminal law

Managing involuntary turnover
-unless there is a formal employment contract in place that outlines the terms for separation, or if the employer cannot prove “cause” for termination, the employer is bound to provide reasonable notice of termination to the employee or provide compensation in lieu of notice
-amount of notice is outlined in the relevant ESA
	-many employment arrangements are actually implied contracts, meaning the employer is hired for an indefinite period because it was nit otherwise stated formally in a contract 
-the longer the employee has been working in the job from which he is terminated, the longer the period of notice required
-if an employer terminates an employee for “just cause”, no severance pay is required, so the courts are extremely vigilant about what constitutes “just cause”, and the onus is clearly on the employer to prove “just cause exists beyond the balance of probabilities” 
-failure to provide adequate explanation for “just cause” could expose the employer to a wrongful dismissal suit as the employee attempts to mitigate damages to reputation, lost wages or salary, and perceived mental damage
-thus, employers are well advised to not only understand generally what constitutes “just cause” but also to seek legal advice prior to terminating an employee even if the situation appears to be an open-and-shut case
Just cause: a legal term meaning an employer has a justifiable (and legally defensible) reason for terminating an employee w/o providing reasonable notice or payment in lieu of notice
	-serious misconduct 
	-incompetence or habitual neglect of duty 
	-conflict of interest [incompatible conduct at work]
	-willful disobedience

General reasons for just cause
Serious misconduct-there is clear and established evidence the employee is guilty of dishonesty, theft or assault, harassment or sexual harassment
Incompetence (habitual neglect of duty): in spite of clearly communicated reasonable job requirements, and where performance problems have been communicated to the employee and assistance offered, w/ time allowed for improvement, the employee cannot or refuses to meet job expectations
Conflict of interest (incompatible conduct at work): while at work the employee engages in activities that conflict w/, compromise, or compete w/ the employer’s biz or interests
Willful disobedience: an employee willfully challenges or disobeys a manager’s clearly provided instructions (except workers have the right to refuse unsafe work under Canadian occupational health and safety legislation as long as the right is not being abused)

Wrongful dismissal: an allegation against a former employer by a terminated employee that wrongful termination of the employment contract has occurred due to failure (on the part of the employer) to provide just cause for termination of employment
	-the employer cannot prove just cause beyond the balance of probabilities 
-the key to prompting and sustaining a collaborative and productive culture is the firm’s right to terminate poor or troublesome employees

-another action is to initiate punitive actions short of termination, in an effort to get the employee to quit on his/her own
-this rxn is often a result of frustrated supervisors, who, unable to fire someone b/c of cautions from HR, resort to punishing the employee in other ways
-this might include giving the person a low-level work assignment, a downsized office, or some other form of undesirable treatment 
Problem: it might be construed as “constructive dismissal” and the employer could be sued for this

Constructive dismissal: a unilateral and fundamental change to a material term or condition of employment
	-demotion, reduction in compensation by more than 10%, forcing the employee to take a job in different location that forces the employee to move and imposing, significant and negative changes to daily work 
-unilateral change is one that is imposed on the employee w/o any warning or negotiation, and where the employee has not consented to or worked for a substantial period of time (1 to 3 months) under the changed conditions
-the term fundamental means the employee has been forced to bear a significant change to the employment arrangement w/o consenting to it
-the term material includes salary, bonus, commission, title, responsibilities, but also include benefits plans, office and administrative support, and reporting arrangements
-imposing or failing to halt serious and ongoing poor treatment of an employee 
-hence employers may be found guilty of constructive dismissal if they attempt to 1) demote an employee 2) reduce compensation (by more than 10%) 3)force the employee to take a job in a diff location that forces the employee to move 4) impose significant and –ve changes in daily work 
-the courts view such failure to protect an employee as a breach of contract

-another rxn is to pay off the employee w/ thousands of dollars in excess severance pay in return for waiving his right to sue for wrongful dismissal
Problem: sets the expectation that all poor performers are entitled to compensation on their way out the door, and this eventually increases the amount of potential future litigation by rewarding frivolous charges

-employers should develop a reputation that they will defend the firm’s right to terminate low performers, rather than invite bullying by an overly aggressive lawyer or employee
*the development of a standardized, systematic approach to discipline and termination is critical

Fairness and principles of justice
-employees are more likely to respond +vely to –ve feedback regarding their performance if they perceive the appraisal process as being fair on these 3 dimensions 
3 types of fairness perceptions
1. outcome fairness
Def: the judgment that people make w/ respect to the outcomes received relative to the outcomes received by other people w/ whom they identify
-a situation where one person is losing his job while others are not is conductive to perceptions of outcome unfairness on the part of the discharged employee
-anger, resentment, retaliation in the form of violence or litigation
2. procedural justice
Def: a concept of justice focusing on the methods used to determine the outcomes received
3. interactional justice
Def: a concept of justice referring to the interpersonal nature of how the outcomes were implemented
-after giving employees the news of their termination, employers immediately have security guards whisk them out of the building w/ their various personal items haphazardly thrown together in cardboard boxes
-this strips the employee of their dignity, as well as their job, and employees who witness this happen to a co-worker  show a drastically lower level of org commitment form that day forward
-the key is to ensure that the affected indi “walks out w/ their dignity and self-respect intact”
*the use of systems that promote procedural and interactive justice across the org results in more satisfied employees, a more productive workforce, and a more collaborative and innovative org culture

Progressive discipline and alternative dispute resolution
-employees should generally not be terminated for a first offence
-termination should come about at the end of a systematic discipline program
-effective discipline programs have 2 central components: 1) documentation (includes specific publication of work rules and job descriptions that should be in place prior to administering discipline) 2) progressive punitive measures (징계조치)
-may start w/ an unofficial warning for the first offence, followed by a written reprimand for additional offences
-later offences may lead to a temporary suspension
-at various points in the discipline process, the indi or the org might want to bring in outside parties to help resolve discrepancies or conflicts
-as a last resort, the indi might invoke the legal system to resolve these types of conflicts, but in order to avoid this, some companies are turning to alternative dispute resolution (ADR) techniques that show promise in resolving disputes in a timely, constructive, cost-effective manner
Def: a method of resolving disputes that does not rely on the legal system. Often proceeds thru the 4 stages of open door policy, peer review, mediation, arbitration
-the last step include binding arbitration , where an agreed-upon neutral party resolves the conflict unilaterally if necessary

-whereas ADR is effective in dealing w/ problems related to performance and interpersonal differences in the workplace, many of the problems that lead an org to want to terminate an indi’s employment relate to drug or alcohol abuse
-in these cases, the organization’s discipline and dismissal program should also incorporate an employee assistance program

Employee assistance and wellness programs (EAPs)
Def: employer programs that attempt to ameliorate problems encountered by workers who are drug dependent, alcoholic, or psychologically troubled
-referral service that supervisors, employees can use to seek professional treatment for various problems
-alcohol and substance abuse are both viewed as a disability under human rights legislation, and thus discipline related to such problems usually involves facilitating rehabilitation efforts thru the company’s employee assistance program
-EAPs have been evolving since the 1950s, and many are now fully integrated into companies’ overall health benefits plans, serving as gatekeepers for benefits utilization, disability and absence monitoring, wellness programs
-the programs are usually identified in company documentation such as employee handbooks
-supervisors (and union representatives) are trained to use the referral service for employees whom they suspect of having physical/mental health-related problems or substance abuse issues
-costs and benefits of the programs (measured in +ve employee outcomes such as return-to-work rates) are evaluated annually 

Outplacement counselling
Def: counselling to help displaced employees manage the transition from one job to another
-tries to help dismissed employees manage the transition from one job to another
-career counselling, job search support, resume critiques, job interviewing training, provision of networking opp
-aimed at helping people realize that losing a job is not the end of the world and that other opp exist
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