Chapter 9 – Performance Appraisal, Text Notes
- The process by which organizations evaluate employee job performance
- Shows employees where they are deficient

- Make compensation, placement, training, development, and career guidance decisions more effective

- Obtains feedback on its development activities, staffing process, job designs, and external challenges

 - Serves as a quality control check on employee and HR performance

Rater Biases
- Problem with subjective measures is the opportunity for bias

Halo Effect – Bias that occurs when an evaluation allows some information to disproportionately affect the final evaluation

Ex. When a supervisor likes an employee, that opinion may distort the supervisor’s estimate of the employee’s performance

Error of Central Tendency – Error in rating employees that consists of evaluating employees as neither good nor poor performers even when some employees perform exceptionally well or poorly

Leniency – Tendency to rate employees higher than their performance justifies

Strictness – Tendency to rate employees lower than their performance justifies\

Personal Prejudice – Dislike for a person or group may distort the ratings, sometimes unaware of their prejudice

Recency Effect – Rater bias that occurs when the rater allows recent employee performance to sway unduly the overall evaluation of the employee’s performance
Characteristics of an Effective Performance Appraisal System
Validity – most important, invalid criteria lead to biased assessments.  Must be based on a thorough job analysis and documented in the job description

Reliability – Difficult to achieve so it’s a distant aim

Input into System Development – employee participation in the development of performance criteria, appraisal instruments, and the system increases significantly the probability of acceptance of the system by both supervisors and employees

- gives a feeling of ownership to employees

Acceptable Performance Standards – derived from job analysis, should be set with the employees to gain their commitment

Acceptable Goals – often set unilaterally by managers, but it’s the goal of the manager to see that set goals are achievable by the employee

Control of Standards – a standard of performance that isn’t fully under the control of the employee isn’t valid
Frequency of Feedback – Compromise may be feedback sessions on a monthly, quarterly, or at least biannual basis

Rater Training – raters need to be trained in observation techniques and categorization skills and familiar with potential rating errors

Ratee Training – if management wants to ensure that a performance appraisal system is well understood and accepted by employees

Input into Interview Process – increases employee satisfaction and morale

Appraisal Consequences – without consequences lose their effectiveness, results are taken seriously by management and are followed up on

Different Sources (raters) – Using different sources either confirms an assessment if all or a majority point in the same direction, or it raises a caution flag if there’s a variance

Past-Oriented Appraisal Methods

 - Advantage of dealing with performance that has already occurred and can be measured

- Disadvantage that past performance can’t be changed

Non-comparative Evaluation Methods

Rating Scale – A scale that requires the rater to provide a subjective evaluation of an individual’s performance

- Subjective evaluation of an individual’s performance along a scale from low to high

Checklist – Requires the rater to select statements or words to describe an employee’s performance or characteristics.  Different responses are given different values or weights in order that a quantified total score

- Economy, ease of administration, limited training of raters, and standardization

- Susceptibility to rater biases, use of personality criteria, misinterpretation of checklist items, and use of improper weights by the HR department

Forced-Choice Method – Rater chooses the most descriptive statement in each of several pairs of statements about the employee being rated
- Reduces rater bias, easy to administer, fits a wide variety of jobs

- May not be specifically job-related

Critical Incident Method – rater records statements that describe extremely effective or ineffective behaviour related to performance

- Useful for job-related feedback, reduces the recency bias

- Difficulty of getting supervisors to record incidents as they occur

BARS – Behaviorally anchored rating scales, evaluation tools that rate employees along a rating scale by means of specific behaviour examples on the scale 
- Attempt to reduce the subjectivity and biases of subjective performance measures
- Only looks at a limited number of performance categories and each of these have only a limited number of specific behaviours

Field Review Method – Representatives of the HRD go into the field and gather info about employee performance

Comparative Evaluation Methods
- Collection of different methods that compare one person’s performance with that of co-workers

- Useful for deciding merit pay increases, promotions, and organizational rewards

- Subject to bias and offer little job-related feedback

Ranking Method – Ranks them from best to worst on some trait

- Subject to the halo and recency effects

Forced Distributions – Require raters to sort employees into different classifications along the normal curve

- Usually a certain proportion must be put into each category

- Overcomes the biases of central tendency, leniency, and strictness

Paired Comparisons – Comparing each employee with all other employees who are being rated in the same group

- Subject to halo and recency effects, counteracts the leniency, strictness, and central tendency errors

Future-Oriented Appraisal Methods
- Focus on future performance by evaluating employee potential or setting future performance goals

Self-Appraisals – Useful if the goal is to further self-development

- Important dimension is the employee’s involvement and commitment

Management-by-Objectives – Requires and employee and superior to jointly establish performance goals for the future.  Employees are subsequently evaluated on how well they have obtained these objectives

- Motivational benefit of a specific target to organize and direct their efforts

- Objectives are sometimes too ambitious or too narrow

Assessment Center Technique – A standardized form of employee appraisal that relies on multiple types of evaluation and several raters

360-degree Performance – Combination of self, peer, supervisor, and subordinate performance evaluation

Balanced Scorecard – Integrated organizational performance measure, looking at organizational learning and innovation, financial management, internal operations, and customer management

Evaluation Interviews 

- Performance review sessions that give employees feedback about their past performance or future potential 

- Review employee performance and try to convince the employee to perform better

- Allows employees to explain reasons, excuses, and defensive feelings about performance

- Interview should be a positive, performance improving dialogue
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