Chapter 10 – Performance Management 

Performance Management: process encompassing all activities related to improving employee performance, productivity, and effectiveness. Includes: 
1. Goal Setting 
2. Pay for Performance 
3. Training and Development 
4. Career Management  
5. Disciplinary Action 

Performance Management Process: 
1. Define performance expectations and goals to make sure job duties and standards are clear to all 
a. Expectations should be linked to current strategic objectives and implementation plans  
b. Measurable standards relating to strategic objectives help clarify expectations 

2. Providing ongoing feedback and coaching through open two-way communication 
a. Strategies and objectives change quickly, so managers and employees may need to change goals to be consistent

3. Conducting performance appraisal and evaluations discussions at specific intervals comparing actual employee performance to standards set
a. Formal Appraisal Methods 
i. Graphic Rating Scale: simplest and most popular technique. Supervisor rates each employee by circling or checking the score that best describes performance from list of traits 
ii. Alternation Ranking Method: ranking employees from best to worst on a particular trait  
iii. Paired Comparison Method: ranking employees by making a chart of all possible pairs of employees for each trait and choosing the better employee of each pair  
iv. Forced Distribution Method: places predetermined percentages of ratees in performance categories  
v. Critical Incident Method: Keeping record of uncommonly good or undesirable examples of work-related behaviour and reviewing it time to time
vi. Behaviourally Anchored Rating Scale (BARS) – Appraisal method aiming to combine benefits of narratives, critical incidents, and quantified ratings by anchoring a quantified scale with narrative examples of good and poor performance
1. Generate crucial incidents - 
2. Develop performance dimensions 
3. Reallocate incidents 
4. Scale incidents 
5. Develop final instruments 
vii. Management by Objectives (MBO) 
1. Set organization’s goals 
2. Set departmental goals  
3. Discuss departmental goals – employees formulate goals to help attain departmental goals 
4. Define expected results – short-term performance goals 
5. Performance reviews – measure results  
6. Provide feedback – periodic performance review 
viii. Computerized / Web-based Performance Appraisal 

Performance Appraisal Problems & Solutions 
1. Appraisal systems must be based on performance criteria that is valid / reliable 
2. Rating Scale Problems: 
a. Unclear performance standards: scale too open for interpretation 
b. Halo effect: rating of on employee in one trait biases other ratings 
c. Central tendency: rating all employees in middle of the scale 
d. Strictness/ leniency: supervisor tendency to rate all low or high 
e. Appraisal bias: allow demographics to affect appraisal ratings 
f. Recency effect: recent performance weighs more than overall 
g. Similar-to-me: higher performance ratings given to similar employees

How to avoid appraisal problems:  
1. Raters must be familiar with the problems  
2. Raters must choose the right appraisal tool 
3. Training supervisors to eliminate rating errors 

Who should do the appraising? 
1. Supervisors: best position to observe and evaluate performance  
2. Peers 
3. Committees: immediate supervisor, 3-4 other supervisors 
4. Self  
5. Subordinates: upward feedback  
6. 360-Degree Appraisal: uses multiple raters including peers, employees, supervisors, and customers 


Appraisal Interviews: interview in which the supervisor and employee review the appraisal and make plans to remedy deficiencies and reinforce strengths   

Three types of interviews: 
1. Satisfactory performance (promotable): discuss career plans and specific action plan for educational and professional development  

2. Satisfactory performance (not promotable): not improve or develop the person but to maintain satisfactory performance 

3. Unsatisfactory – correctable: lay out action plan for correcting performance

How to Conduct the Interview: 
1. Be direct and specific and talk in terms of objective work data  
2. Do not get personal and do not compare to other employees 
3. Encourage the person to talk  
4. Develop an action plan including a timeline  

Ensuring Interview leads to Improved Performance 
1. Let employee know performance is unacceptable and explain minimum expectations 
2. Ensure minimum expectations are reasonable 
3. Let employees know warnings play significant role in establishing just cause
4. Ensure to take prompt corrective measures when required 
5. Avoid sending mixed messages 
6. Provide employee reasonable amount of time to improve performance 
7. Provide necessary support for employees to facilitate improvement  


4. Determine performance rewards/ consequences such as promotions, salary, increases / bonuses 

5. Conducting development and career opportunities discussions to review each employees career plans 



















Chapter 12: Pay-For-Performance & Financial Incentives 

Variable Rate: any plan that ties pay to productivity or profitability 

Incentive for Operations Employees: 
1. Piecework: A system of pay based on the number of items processed by each individual worker in a unit of time 
2. Straight piecework plan: a set payment for each piece produced or processed in a factory or shop 
3. Guaranteed piecework plan: The minimum hourly wage plus an incentive for each piece produced above a set number of pieces per hour 
4. Standard Hour Plan: worker is paid a basic hourly rate plus an extra percentage of base rate for production exceeding the standard per time 
5. Team/ Group Incentive plan: a production standard is set for a specific work group and its members are paid incentives if group exceeds the production 

Incentive for Senior Managers & Executives 
1. Short-term Incentives
a. The annual bonus: eligibility decided by key position, salary-level cutoff, and salary grade 
2. Long-term Incentives 
a. Capital Accumulation programs 
b. Stock Options: right to purchase a stated number of shares of company stock at today’s price at a future date 
c. Plans providing share “units” 

Incentives for Salespeople 
1. Salary plan: fixed salary with occasional incentives  
2. Commission plan: pay in direct proportion to their sales 
3. Combination plan  
4. Sales compensation through e-commerce 

Incentives for other Managers & Professionals 
Merit pay (raise) is any salary increase awarded to an employee based on his or her individual performance 


Organization-wide Incentive plans: 
1. Profit-sharing plans: a plan whereby most or all employees share in company’s profits 
2. Employee share purchase (ESOPs): trust established to hold shares of company stock purchases for employees. Trust distributes the stock to employees on retirement, separation from service, etc.  


3. Scanlon plan: designed to encourage cooperation, involvement, and sharing of benefits 
a. Philosophy of cooperation: rid themselves of the “us” and “them attitudes  
b. Identity: in order to focus employee involvement, company’s mission or purpose must be clearly articulated 
c. Competence: hourly employees can perform as well as supervisors 
d. Involvement system: 
e. Sharing of benefits formula: employees should share directly in any extra profits from their cost-cutting suggestions 

4. Gainsharing plans: an incentive plan that engages employees in a common effort to achieve productivity objectives and share the gains  

When to use Incentives: 
1. Performance pay cannot replace good management 
2. Firms get what they pay for 
3. Pay is not a motivator 
4. Reward rupture relationships 
5. Rewards may undermine responsiveness 

How to implement Incentive Plans: 
1. Pay for performance 
2. Link incentives to other activities that engage employees in the business 
3. Link incentives to measurable competencies valued by organization 
4. Match incentives to culture of the organization 
5. Keep group incentives clear and simple 
6. Over communicate  
7. The greatest incentive is work itself 

















Chapter 11: Strategic Pay Plans 

Total Rewards: An integrated package of all rewards (monetary or nonmonetary, extrinsic, and intrinsic) gained by employees arising from their employment 

The Five Components of Total Rewards 
1. Compensation – direct financial payments in the form of wages, salaries, incentives, commissions, and bonuses.  

2. Benefits – indirect payments in the form of financial benefits. Ex. Employer-paid insurance and vacations  


3. Work/ Life programs – rewards relating to programs that help employees do their jobs effectively, such as flexible scheduling, telecommuting and childcare

4. Performance & Recognition – pay for performance and recognition programs 


5. Development & Career Opportunities – focuses on planning for the advancement and/ or change in responsibilities to best suit individual skills, talents, and desires. Ex. Tuition assistance, professional development, sabbaticals, coach and mentoring  

Impact of Rewards are to attract, retain, and motivate / engage employees  

Basic Considerations in Determining Pay Rates 
1. Legal Considerations in Compensation 
a. Employment / Labour Standards Acts 
b. Pay Equity Acts 
c. Human Rights Acts 
d. Canada/ Quebec Pension Plans  
e. Other legislation ex. Provincial / Territorial worker’s comp laws 

2. Union Influences on Compensation Decisions 

3. Compensation policies 
a. Does organization want to be a leader or follower? 

4. Equity and Its Impact on Pay Rates 
a. External and internal equity 




Establishing Pay Rates 
1) Stage 1 – Job Evaluation: Determine the worth of jobs within the organization through job evaluation, and group jobs with similar worth into pay grades 

Job Evaluation: systematic comparison to determine the relative worth of jobs within a firm 

Benchmark Job: a job that is critical to the firm’s operations or commonly found in other organization 

Compensable factor: A fundamental, compensable element of a job, such as skill, effort, responsibility, and working conditions 

Classification / Grading Method: a method for categorizing jobs into groups 

Classes: groups of jobs based on a set of rules for each class, such as amount of independent judgment, skill, physical effort, etc.   

Grades: groups of jobs based on a set of rules for each grade, where jobs are similar in difficulty but otherwise different.  

Grade/ group description: written description of the level of compensable factors required by jobs in each grade. Used to combine similar jobs into grades or classes 

Point Method: the job evaluation method in which a number of compensable factors are identified, the degree to which ease of these factors is present in the job is determined, and an overall point value is calculated 

2) Stage 2: Conduct a Wage/ Salary Survey – a survey aimed at determining prevailing wage rates. A good survey provides specific wage rates for comparable jobs. Formal written questionnaire surveys are the most comprehensive 

- Formal and Informal surveys by the employer
- Commercial, professional, and Government Salary Surveys  

3) Stage 3: Combine the Job Evaluation and Salary Information to Determine Pay for Jobs  

Wage Curve: a graphic description of the relationship between the value of the job and the average wage paid for this job 

Pay Ranges: A series of steps or levels within a pay grade, usually based on years of service 

Broadbanding: Reducing the number of salary grades and ranges into just a few wide levels or “bands”, each of which then contains a relatively wide range of jobs and salary levels 

Red Circle Pay Rate: a rate of pay that is above the pay range maximum  

Pay for Knowledge: known as competency-based pay and skill-based pay. Plans pay employees for the range, depth, and types of knowledge that they are capable of using, rather than the job they currently hold.  
- Competencies: 
- Core: describe knowledge and behaviours employees must exhibit for organization to succeed 
- Functional: associated skills with a particular function: Ex. Negotiation skills 
- Behavioural: expected behaviour to demonstrate all times 

Pay Equity: providing equal pay to male-dominated job classes and female-dominated job classes of equal value to the employer 





























Chapter 13: Employee Benefits and Services 

The Strategic Roles of Employee Benefits: Indirect financial payments given to employees, supplementary including health and life insurance, vacation, pension, education plans, and company product discounts.

Government-Sponsored Benefits 
Employment Insurance (EI): A federal program that provides income benefits if a person is unable to work through no fault of his or her own. 
- Not payable when terminated for just cause  

Canada/ Quebec Pension Plan (C/QPP): Programs that provide three types of benefits 
1. Retirement income 
2. Survivor or death benefits payable to employee’s dependents  
3. Disability benefits payable to dependents and employees 

Workers Compensation: provides income and medical benefits to victims of work-related accidents or illnesses and/or their dependents, regardless of fault 
- Each province and federal government has its own workers comp 

Vacations & Holidays: labour/ employment standards set out a minimum amount of paid vacation that must be provided to employees  

Leaves of Absence: all provincial and federal jurisdictions require unpaid leaves to be provided in certain circumstances 
	- Maternity leave 	
	- Bereavement 

Pay on Termination of Employment: employees whose employment is being terminated by the employer be provided with termination pay when they leave 
1) Pay in Lieu of Notice – advance written notice be provided if employer is going to terminate employment 
2) Severance Pay 
3) Pay for Mass Layoffs 

Voluntary Employer- Sponsored Benefits 
Life Insurance: insurance provided at lower rates for all employees regardless of health or physical conditions 

Supplementary Health / Medical Insurance 

Short-term Disability Plans & Sick Leave Plans: Plans that provide pay to an employee when he or she is unable to work because of a non-work-related illness or injury 

Long-term Disability: providing income protection or compensation for loss of income because of long-term illness or injury not work-related 

Additional Leaves of Absences: provide full or partial pay for all or part of legally required unpaid leaves  

Retirement Benefits: plans that provide income when employees reach a predetermined retirement age 
1) Defined Benefit pension – a plan that contains a formula for determining retirement benefits 
2) Defined Contribution Pension – a plan which the employer’s contributions to the employees’ retirement fund is specified 


Employee Services: 
Personal Services: 
· Credit unions 
· Counseling Services 
· Employment Assistance Plans 

Job-Related Services: 
· Subsidized childcare 
· Eldercare 
· Subsidized Employee transportation 
· Food Services 
· Education Subsidies 
· Family-friendly benefits  

Executive Benefits: 
· Management loans 
· Salary guarantees 
·  Financial counseling 
· Company cars, planes, yachts 


Flexible Benefits Program: individualized benefit plans to accommodate employee needs and preferences 








Chapter 14 – Occupational Health & Safety 

 Strategic Importance of Occupational Health & Safety 
- Part of strategic approach to HRM 

- Function of employee treatment, employee health, safety, and wellness   
   Management 

- 3 Canadian workers die each working day on average 

- Surveys say 61% of workplace accidents are preventable 

Basic Facts About Occupational Health & Safety Legislation: Laws intended to protect the health and safety of workers by minimizing work-related accidents and illnesses 

1. Purpose 
a. General Health and Safety rules  
b. Rules for specific industries (e.g. mining) 
c. Rules related to specific hazards (e.g. asbestos)  

2. Responsibilities and Rights of Employers and Employees 
a. “Due Diligence” requirement – taking every reasonable precaution to ensure the health and safety of their workers 
b. Specific duties include: filing govt accident reports, maintaining records, ensuring safety rules enforced, posting safety notices 
c. Employees responsible for taking reasonable care to protect their own health and safety, and of co-workers 
d. Employees have three basic rights under joint responsibility model
i. Right to know about workplace hazards 
ii. Right to participate in occupational health and safety process
iii. Right to refuse unsafe work if they have reasonable cause to believe work is dangerous 

3. Joint Health and Safety Committees 
a. Function is to provide a nonadversarial atmosphere where management and labour can work together to ensure safe and healthy workplace  
b. Most jurisdictions require a joint health & safety committee with minimum number of workers (10 to 20) 
c. Responsible for making regular inspections of workplace to identify potential health and safety hazards, evaluate, & implement solutions 

4. Enforcement of Occupational Health & Safety Laws 
a. Government inspectors to periodically carry out safety inspections of workplace 
b. Inspectors may order a variety of actions on part of employers/ees

5. Control Of Toxic Substances 
a. Requirement of basic precautions to toxic substances, including chemicals, biohazards (HIV/ AIDS, SARS) & physical agents 
b. WHMIS – a Canada-wide, legally mandated system designed to protect workers by providing info about hazardous materials in the workplace
i. Labeling of hazardous material containers 
ii. Material safety data sheets to outline hazardous ingredients 
iii. Employee training to ensure identification of WHMIS 

6. The Supervisor’s Role in Safety 
a. Most jurisdictions impose personal duty on supervisors 
b. Specific obligation to advise and instruct workers about safety, ensure all reasonable precautions have been taken, and minimize risk of injuries or illnesses 

What Causes Accidents? Workplace accidents have three basic causes 

1. Chance Occurrences – the unlikely event occurring (very rare) 

2. Unsafe Conditions 
· Basic remedy here is to eliminate or minimize the unsafe conditions 
· Checklist of unsafe conditions used to conduct job hazard analysis 
· Other work-related factors: job itself, work schedule, psychological climate 

3. Unsafe Acts 
· No matter how much effort goes into reducing unsafe conditions, the acts of employees can undermine the best attempts  


How to Prevent Accidents 
1. Reduce Unsafe Conditions: 
· Safety engineers can design jobs to remove or reduce physical hazards 
· Employees need to wear protective equipment when required  

2. Reducing Unsafe Acts 
· Selection Testing 
· Can help screen out accident-prone persons before hired  

· Top-Management Commitment 
· Commitment manifests itself in senior managers being personally involved in safety activities on a routine basis  

· Training & Education 
· Should be mandatory for employees to participate in occupational health and safety training programs 
· Safety posters can help reduce acts  

· Positive Reinforcement 
· Establish and communicate a reasonable goal so that workers know what is expected of them in terms of good performance 

3. Controlling Workers’ Compensation Costs 
· Before the Accident 
· Take all steps (remove unsafe work conditions, screen out employees) 
· After the Accident 
· Employers should provide first aid, make sure worker gets quick medical attention, document the accident, file any required accident reports, and encourage speedy return to work  
· Three C’s: commitment, collaboration, creativity with injured employee

Employee Wellness Programs: program that takes a proactive approach to employee health and well-being.

Occupational Health & Safety Issues & Challenges  
1. Substance Abuse 
2. Job Stress  burnout 
3. Repetitive Strain Injuries 
4. Workplace Toxins 
5. Workplace Smoking 
6. Influenza pandemic  
7. Violence at work 















Global HRM 

HRM needs to continuously reexamine its role in supporting the expanding pace of globalization.  Requires HRM to: 
- Align HRM processes and functions with global requirements 
- Adopt a global mindset, with thorough understanding of global environment and impact of managing people worldwide 
Enhance its own capabilities and competencies to become a business partner action on global business opportunities  

Employees in an International Workforce 
- Home country: country where organization’s headquarters is location

- Host Country: A country other than home in which an organization operates a facility  

- Third Country: A country that is neither the home or host country of an employer  

- Expatriates: Employees who take assignments in other countries 

Employees in the Global Marketplace 
- International organization: organization that sets up one or a few facilities in one or a few foreign countries 

- Multinational companies: organization that builds facilities in a number of different countries in an effort to minimize production & distribution costs 

- Global organization: organization that chooses to locate a facility based on the ability to effectively and flexibly produce a product or service, using cultural differences as an advantage  

- Transitional HRM system: type of HRM system that makes decisions from a global perspective, includes managers from many countries, and is based on ideas contributed by people representing a variety of cultures 

Factors Affecting HRM in International Markets 
1. Culture – a community’s set of shared assumptions about how the world works and what ideals are worth striving for (customs, languages, religions, etc.) 
a. Determinant of other three international influences 
b. Determines effectiveness of various HRM practices 
i. Individualism / collectivism 
ii. Power distance 
iii. Uncertainty avoidance 
iv. Masculinity / femininity 
v. Long-term / Short-term 
2. Education and Skill Levels 
a. Labour markets in many countries are attractive (high skills, low wages) 

3. Economic System 
a. Health of an economic system affects HRM 
b. Differences show up in compensation systems & in recruiting and selecting decisions (capitalism vs. socialism)  

4. Political – Legal System 
a. Laws and regulations reflect the norms of their culture 

Selecting Employees in a Global Labour Market 
- Honeymoon: fascination, as the employee enjoys novelty of new culture 

- Culture shock: disillusionment discomfort that occurs during the process of adjustment to a new culture  

- Virtual Expatriate: Employees who manage an operation abroad without permanently locating in the country

Training & Developing a Global Workforce 
- Establish objectives for the training and its content 

- What training techniques, strategies, and media to use 

- Cross-cultural Preparation: training to prepare employees and their family members for an assignment in a foreign country 	


















Chapter 15 – Fair Treatment 

The strategic importance of effective employee relations 
- Management of employee relations has been shifting from its traditional focus on handling disciplinary matters and dismissals to a new focus on achieving strategic benefits of employee engagement.  

1. Distributive justice: fairness of a decision outcome  
2. Procedural justice: fairness of the process used to make a decision 
3. Interactional justice: fairness in interpersonal interactions by treating others with dignity and respect  

Employee engagement 
A positive, fulfilling, work-related state of mind characterized by vigour, dedication, and absorption.  
· Drivers of engagement 
· Factors such as senior leadership, opportunities for learning and development, company image and reputation 
· Outcomes of engagement 
· Employee engagement strongly correlated to improvements in recruiting, retention, turnover, individual productivity, customer service & loyalty, and growth in operating margins  

Effective employee communication 
An engaged employee is an informed employee who feels valued and critical to success  
- Important for managers not to confuse info (facts) with communication that conveys both the rational and emotional components of a message to maximize employee engagement  
· Suggestion Programs 
· Employees receiving cash awards depending on savings realized by implementing suggestion  

· Employee Opinion Surveys 
· Communication devices that use questionnaires to ask for employees’ opinions about the company, management, and work life  

· Communication from Management 
· To increase engagement, firms give employees extensive data on the performance of and prospects for their operations  

Respecting Employee Privacy 
- Employers grappling problem of balancing employee privacy rights with their need to monitor use of technology-related activities in the workplace  

· Video Surveillance 
· Used to prevent theft and vandalism and to monitor productivity 
· Employees must be made aware  

Preserving Dignity in the Retirement Process  
- Rapidly aging population, employee retirement becoming a common task 

· Pre-retirement Counseling 
· Provided to employees some months before retirement, which covers such matters as benefits advice, second careers, and so on  
· The future of Retirement 
· Boomers first group to include a generation of women who are expecting to retire 
· Joint retirement an issue for dual-income couples 
· Maintaining standard of living in retirement  
· Flexibility in retirement arrangements 

Fair Treatment in Layoffs & Downsizing 
· Layoffs: the temporary withdrawal of employment to workers for economic or business reasons (occurs for 3 reasons) 
· No work available 
· Management expects no work situation to be temp or short term 
· Management intends to recall employees when work is avail 

· Alternatives to Layoffs: voluntary reduction in pay plans, accumulate vacation time during slow periods, hiring contingent workers  

· Downsizing: Refers to process of reducing, usually dramatically, the number of people employed by the firm 
· Group termination laws require an employer to notify employees in event that an employer decides to terminate a group 

Fairness in Discipline & Dismissals 
- Employee discipline and termination of employment are two of the most common situations where they feel treated unfairly   

· Employee Discipline: procedure intended to correct an employees behaviour because a rule or procedure has been violated 
· Discipline to encourage employees to adhere to rules and regulations 
· Fair an d just disciplinary process is based on 3 foundations: 
1. Rules & Regulations 
2. System of progressive penalties  
3. Appeals process  


· Dismissal for Just Cause 
· Involuntary termination of an employee’s employment 
· Should be fair in that just cause exists 
· Should occur only after all reasonable steps to rehabilitate or salvage employee have failed 
· No clear definition of what constitutes “just cause” for dismissal 
· Just cause can often be demonstrated in cases of disobedience, incompetence, dishonesty, insubordination, fighting, persistent absence or lateness 

· Insubordination: willful disregard or disobedience of the boss’s authority or legitimate orders; criticizing the boss in public 
· Direct disregard of boss’s authority. Refusal to obey the boss’s reasonable instructions – in front of others 
· Deliberate defiance of clearly stated company policies, rules, regulations, and procedure 
· Public criticism of boss; contradicting or arguing  
· Contemptuous display of disrespect: making insolent comments, for example, and more important, portraying these feelings in the attitude shown while on the job  
· Disregard for chain of command; going around immediate supervisor with complaint, suggestion, or political manoeuvre 
· Participation in an effort to undermine an remove the boss from power 

Dismissal Without Just Cause: Providing Reasonable Notice 
- Employer- employee relationship governed by contract  

- Canadian employees can only terminate an employee’s employment without reasonable notice when just cause exists  

- If no contract and no just cause, then termination without reasonable notice is considered unfair and is known as wrongful dismissal 

- The amount of notice considered reasonable is beyond the minimum notice requirements of employment / labour standards legislation 

- “Bad-faith” conduct: employers should refrain from being untruthful, misleading, or unduly insensitive  

- Punitive damages may be ordered for employers to pay in the case of harsh and vindictive treatment of employee for aggravated or mental distress 

Avoiding Wrongful Dismissal Suits 
1. Use employment contracts with a termination clause and with wording clearly permitting the company to dismiss without cause during the probationary period 
2. Document all disciplinary action 

3. Do not allege just cause for dismissal unless it can be proven 

4. Time the termination so that it does not conflict with special occasions, such as birthdays or holidays 

5. Use termination letters in all cases, clearly stating settlement offer 

6. Schedule the termination interview in a private location  

7. Include two members of management in termination meeting 


Constructive Dismissal 
The employer makes unilateral changes in the employment contract that are unacceptable to the employee, even though the employee has not been formally terminated  
· Most common: demotion, reduction in pay or benefits, forced resignation, forced early retirement, forced transfer, changes in job duties and responsibilities  

The Termination Interview 
Interview in which employee is informed of the fact that he or she has been dismissed   

Step 1: Plan the interview  
Step 2: Get to the Point 
Step 3: Describe the situation 
Step 4: Listen 
Step 5: Review all Elements of the Severance package  
Step 6: Identify the next step  

[bookmark: _GoBack]Outplacement Counseling: a systematic process by which a terminated person is trained and counseled in the techniques of self-appraisal and securing a new position 
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