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Performance Mgmt Sys
· Performance mgmt: Process of creating a work environment in which ppl can perform to best of their abilities
· Performance appraisal: result of an annual or biannual process in which a manager evaluates an employee’s performance relative to req’t of his or her job and uses info to show person where improvements are needed and why
Ongoing Performance Feedback
· Most useful when it is immediate and specific
· Regularly occurring, actively
· Seven key points to address during feedback sessions:
· Give specific examples of desirable and undesirable behaviors
· Focus feedback on behavior, not person
· Frame feedback in turns of helping employee be successful
· Direct feedback toward behavior employee can control
· Feedback should be timely
· Limit feedback to amount employee can process
· Use active comm skills and confirm that employee is engaged in conversation
Performance Appraisal Programs
· An appraisal sys in which all of an org’s employees are reviewed at same time of yr rather than on anniversaries of ind hire dates
· Purpose of Performance Appraisal
· “What gets measured gets done”
· Part of org’s measurement process
· Capability to influence employees behavior and improve an org’s performance
· Ensure that employees receive at least some feedback from their supervisors
· Admin Purposes
· Used for entire range of HRM activities
· “Pay for performance”
· Basing employees’ pay on their achievements found in all types of orgs
· Developmental Purposes
· From ind development, discussing an employee’s goals and how they align w/ org’s goals
· Opp to discuss ways to build on their strengths, eliminate potential weaknesses, identify problems, and set new goals for achieving high performance
	Developmental
	Administrative

	· Provide performance feedback
· Identify ind strengths and weaknesses
· Recognize ind performance achievements
· Help employees identify goals
· Evaluate goal achievement of employees
· Identify ind training needs
· Determine org training needs
· Reinforce authority structure
· Allow employees to discuss concerns 
· Improve comm.
· Provide a forum for leaders to help employees
	· Document personnel decisions
· Promote employees
· Determine transfer and assignments
· Identify performance problems and develop ways to correct them
· Make retention, termination and layoff decisions
· Validate selection criteria
· Meet legal req’t
· Evaluate training programs/progress
· Assist w/ HR planning
· Make reward and compensation decisions


· Why Appraisal Programs Sometimes Fail
· Fall short of their potential
· Some ppl believe performance appraisals discourage teamwork b/c they frequently focus on ind achievements of workers vs what their teams or firms accomplish
· Primary culprits incl a lack of top mgmt info and support, unclear performance standards, biased ratings b/c managers lack training, too many time-consuming forms to complete, and use of program for conflicting purposes
· Common problems:
· Inadequate preparation on part of manager
· Employee is not given clear obj at beginning of performance period
· Manager may not be able to observe performance or have all info
· Performance standards may not be clear
· Inconsistency in ratings among supervisors or other raters
· Manager rating personality rather than performance
· Halo effect, contrast effect, or some other perceptual basis
· Inappropriate time span
· Etc. 
· Other reasons:
· Little face to face time discussion
· Relationship b/w employee’s job description and criteria on appraisal form is not clear
· Managers feel that little or no benefit will be derived from time and energy spent on process and are only concerned about bad performance
· Managers dislike face to face confrontation
· Managers not sufficiently adept at rating employees or providing them w/ appraisal feedback
· Judgemental role of appraisal conflicts w/ helping role of a developing employee
· Appraisal is just a once-a-yr event, and there is little follow up afterward
· Value in conducting them semi-annually or on quarterly basis
· Main concerns employees have relates to fairness of performance appraisal sys of their firms
Developing and Effective Appraisal Program
· Operating dept must also be actively involved
· Employees more likely to accept and be satisfied w/ performance appraisal program when they have chance to participate in its development
· What are Performance Standards? 
· Strategic Relevance
· Extent to which standards of appraisal relate to strategic obj of org in which they are applied
· Criterion Deficiency
· Establishing performance standards is extent to which standards capture entire range of an employee’s responsibilities
· Criterion Contamination
· Performance criteria can be deficient, can also be contaminated 
· Factors outside an employee’s control
· Reliability
· Refers to stability or consistency of a standard, or extent to which inds tend to maintain a certain lvl of performance over time
· Calibration: Process whereby managers meet to discuss ind employees to ensure that their employee appraisals are in line w/ one another
· Rating employees whose performances are especially good or especially poor, then attempt to rate employees who lie more in middle and try to achieve a consensus on their performances
· Rating should converge, or be more similar over time
· Permit managers to specify and communicate precise info to employees regarding quality and quantity of output
· Legal Issues
· Must meet certain legal req’ts
· Employers might face legal challenges to their appraisal sys when appraisals indicate that an employee’s performance is acceptable or above avg, but then person is later passed over for promotion, disciplined for poor performance, discharged, or laid off from org
· Meet following guidelines:
· Performance ratings must be job related
· Employees must be given a written copy of their job standards in advance of their appraisal
· Managers who conduct appraisals must be able to observe behavior they are rating
· Do not allow performance problems to continue unchecked
· Supervisors should be trained to use appraisal form correctly
· Appraisals should be discussed openly w/ employees and counselling or corrective guidance offered to help poor performers improve their performance
· An appeals procedure should be established to enable employees to express their disagreement w/ appraisal
· Who Should Appraise the Performance?
· Manager/Supervisor Appraisal
· Performance appraisal done by employee’s manager and often reviewed by a manager one lvl higher
· Self-Appraisal
· Performance appraisal done by employee being evaluated, generally on an appraisal form completed by employee prior to performance interview
· Subordinate Appraisal
· Performance appraisal of a superior by an employee, which is more appropriate for developmental than for admin purposes
· Peer Appraisal
· Performance appraisal done by fellow employees, generally on forms that are compiled into a single profile for use in performance interview conducted by employee’s manager
· Evidence that peer appraisals are possibly most accurate method of judging employee behaviour
· Reasons they have not been used frequently: 
· Peer ratings are simply a popularity contest
· Managers are reluctant to give up control over appraisal process
· Those receiving low ratings might retaliate against their peers
· Peers rely on stereotypes in ratings
· Team Appraisal
· Performance appraisal based on total quality mgmt (TQM)concepts, that recognize team accomplishment rather than ind performance
· TQM is a control sys that involved setting standards (based on customer req’ts), measuring a firm’s performance against those standards, and identifying opp for continuous improvement
· Customer Appraisal
· Performance appraisal that, like team appraisals, is based on TQM concepts and seeks evaluation from both external and internal customers
· Internal customers incl anyone inside org who depends on employee’s work output
· Putting it All Together: 360 Degree Appraisal
· Intended to provide employees w/ an accurate view of their performance as possible by getting input from all angles, such as supervisors, peers, subordinates and customers
· Safeguards to ensure its max quality and acceptance
· Ensure anonymity
· Make respondents accountable
· Prevent “gaming” of sys
· Use of statistical procedures
· Identify and quantify biases
· Training Appraisers
· Establishing an Appraisal Plan
· Most effective when it follows a systematic process that begins w/ an explanation of objs of firm’s performance appraisal sys
· Eliminating Rater Error
· Eliminating subjective errors made by managers in rating process
· Some types of rating errors are distributional errors involve a group of ratings given across various employees
· Error of central tendency: A performance rating error in which all employees are rated above avg
· Leniency or strictness error: A performance rating error in which appraiser tends to give employees either unusually high or unusually low ratings
· Another approach is to require ratings to conform to a forced distribution, a type of sys initially developed by GE, purportedly w/ good results
· Managers are req’d to place a certain % of employees into various performance categories
· Variation of this is peer ranking, a sys whereby employees in a work group are ranked against one another from best to worst
· Some rating errors are temporal in that performance review is biased either favorably or unfavorably, depending on way performance info is selected, evaluated, and organized by rater over time
· Recency error: A performance rating error in which appraisal is based largely on employee’s most recent behavior rather than on behavior throughout appraisal period
· Contrast error: A performance rating error in which an employee’s evaluation is biased either upward or downward b/c of comparison w/ another employee just previously evaluated
· Similar-to-me error: A performance rating error in which an appraiser inflates evaluation of an employee b/c of a mutual personal connection
· Be aware of any stereotypes that raters may hold toward particular groups b/c observation and interpretation of performance can be clouded by these stereotypes
· Formal training programs can pay off, especially when participants have opp to:
· Observe other managers making errors
· Actively participate in discovering their own errors
· Practise job-related tasks to reduce errors they tend to make
· Feedback Training
· Cover at least 3 basic areas:
· Communicating effectively
· Diagnosing root causes of performance problems
· Setting goals and obj
Performance Appraisal Methods
· Can be broadly classified as measuring traits, behaviors, or results
· Trait approaches continue to be more popular despite their inherent subjectivity
· Behavioural approaches provide more action-oriented info to employees and therefore may be best for development
· Results-oriented approach is gaining popularity b/c it focuses on measureable contributions that employees make to org
· Trait Methods
· Graphic Rating Scales
· A train approach to performance appraisal whereby each employee is rated according to a scale of characteristics
· Variations in graphic rating scale
· Difference can be found in:
· Characteristics or dimensions on which inds are rated
· Degree to which performance dimension is reflected for rater
· How clearly points on scale are defined
· Ratings should provide sufficient space for comments on behavior associated w/ each scale
· These comments improve accuracy of appraisal
· Mixed-Standard Scales
· A trait approach to performance appraisal similar to other scale methods but based on comparison w/ (better than, equal to, or worse than) a standard
· Forced-Choice Method
· A trait approach to performance appraisal that req rater to choose from statements designed to distinguish b/w successful and unsuccessful performance
· Not w/o limitations; cost of establishing and maintaining its validity

· Essay Method
· A trait approach to performance appraisal that req rater to compose a statement describing employee behavior
· Excellent opp to point out unique characteristics of employee being appraised
· Behavioral Methods
· Critical Incident Method
· An unusual event that devotes superior or inferior employee performance in some part of job
· Behavioral Checklist Method
· One of oldest appraisal methods
· Consists of having rater check statements on a list that rater believes are characteristics of employee’s performance of behavior
· Behaviourally Anchored Rating Scale (BARS)
· A behavioral approach to performance appraisal that consists of a series of vertical scales, one for each important dimension of job performance
· Typically developed by a committee that incls both subordinates and managers
· Committee’s task is to identify all relevant characteristics or dimensions of the job
· No strong evidence that a BARS reduces all of rating errors mentioned previously
· Procedures to follow in developing a BARS also result in scales that have a high degree of content validity
· Behaviour Observation Scale (BOS)
· A behavior approach to performance appraisal that measures frequency of observed behavior
· Allows appraiser to play role of observer
· Users of sys frequently prefer it over BARS or trait scales for 
· Maintaining objectivity
· Distinguishing good performers from poor performers
· Providing feedback
· Identifying training needs
· Results Methods
· Productivity Measures
·  A number of results measures are available to evaluate performance
· Some problems: criteria contamination by external factors employees cannot influence, inadvertently encourage to “look food” on a short-term basis while ignoring long term ramifications, not enough to simply look at production or sales figures
· Management by Objectives
· A philosophy of mgmt that rates performance on basis of employee achievement of goals set by mutual agreement or employee and manager
· Balance Scorecard
· Can be used to appraise ind employees, teams, business units, and corporation itself
· Take into account:
· Financial
· Customer
· Process
· Learning
· Each ind can see more clarity how his or her performance ties into overall performance of firm
· Recommendations:
· Translate strategy into scorecard of clear obj
· Attach measure to each obj
· Cascade scorecards to front line
· Provide performance feedback based on measures
· Empower employees to make performance improvements
· Reassess strategy
· Which Performance Appraisal Method to Use?
· Note simplest and least expensive technique often yield least accurate info
· Have a first-rate appraisal method does no good if manager simply “shoves it in a drawer” 
Appraisal Interviews
· Opp to discuss a subordinate’s performance record and to explore areas of possible improvement and growth
· Three types of Appraisal Interviews
· Tell and sell
· Ability to persuade an employee to change in a prescribed manner
· Tell and listen
· Skills req incl ability to communicate strong and weak points of an employee’s job performance during first part of interview
· Problem solving
· Listening, accepting, and responding to feelings are essential elements of problem-sovling interview
· Method goes beyond, seeks to stimulate growth and development in employee by discussing problems, needs and on-job satisfactions and dissatisfactions
· Conducting the Appraisal Interview
· Ask for Self-Assessment
· Useful to have employees evaluate their own performance prior to appraisal interview
· More procedural justice 
· Invite Participation
· Initiate a dialogue that will help an employee improve his or her performance. 
· To extent that employee is active participant in that discussion, more likely it is that root causes and obstacles to performances will be uncovered and more likely it is that constructive ideas for improvement will be raised
· Express Appreciation
· Praise is a powerful motivator
· Expressing appreciation for what employee has done well, may make employee less defensive and more likely to talk about aspects of job that are not going so well
· Approach may not work for several reasons, praise often alerts employee that criticism will be coming and if employees are kept informed of their behavior on a regular basis, there will be no need to use this approach technique
· Minimize Criticism
· More stoic employees can absorb only so much criticism b4 they start to get defensive
· Constructive criticism:
· Consider whether it is necessary
· Consider the person
· Be specific and do not exaggerate
· Watch your timing
· Make improvement your goal
· Change Behavior, Not the Person
· Managers frequently try to play psychologist, to “figure out” why an employee has acted a certain way 
· Empathy is a good thing and attempts to understand employee’s POV can be very helpful
· Avoid making suggestions to employees about personal traits to change, instead suggest more acceptable ways of performing
· Focus on Solving Problems
· Avoid “blame game” in which end up in endless discussion of why a situation has arisen
· Be Supportive
· “What can I do to help?”
· Employees frequently attribute performance problems to either real or perceived obstacles
· Establish Goals
· Important to focus interviewee’s attention on future rather than past
· Emphasize strengths
· Concentrate on opp for growth
· Limit plans for growth to a few important items
· Establish specific action plan
· End review on positive note
· Follow Up Day to Day
· More useful when it is immediate and specific
· Improving Performance
· Appraisal interview will provide basis for noting deficiencies in employee performance and for making plans for improvement
· Identifying Sources of Ineffective Performance
· Three primary concerns:
· Ability
· Motivation
· Environment
· Each ind has unique pattern of strengths and weaknesses
· But talented employees w/ low motivation are not likely to succeed
· Recommended that diagnosis of poor employee performance focus on these three interactive elements
· Performance Diagnosis
· Performance appraisal sys typically cannot reveal why certain employees are not performing well
· Managers often assume that poor performance is first due to lack of ability, second to poor motivation, and third to external conditions an employee faces
· Comparing diff performance measures, managers can begin to get an idea of underlying causes of performance problems

· Managing Ineffective Performance
· Course of action may lie in providing training in areas that would increase knowledge and/or skills needed for effective performance
· A transfer of another job or dept might give an employee  chance to become a more effective member or org
· May ne necessary to transfer employee, take disciplinary action, or discharge person from org
· Research consistently shows that managers often attribute poor performance to characteristics of inds (ability or motivation), although employees themselves typically blame external factors for their miscues, this can establish a negative cycle if not handled properly
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