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Part 3: DEVELOPING PEOPLE IN THE ORGANIZATION
Chapter 7: Managing Employee Performance 
Performance Management System: A set of integrated management practices
1. Maximize employee Potential
2. Help increase employee satisfaction

A PERFORMANCE MANAGEMENT SYSTEM: 
LO2 What is the purpose of a performance management system? 
· Review, develop, utilize the knowledge and abilities of employees
· Monitor the healthiness of work culture
· Improve future performance
· Pay decisions
· Improves the individual’s development in company
· Motivate employees 

MANAGEMENT PRACTICES
LO3 What are the management practices for a good performance system? 
1. Setting& Communicating clear performance expectations for all work
2. Set specific performance objective/goals to establish performance plan (employee participation and corporate strategy) 
3. Provide supportive, helpful, and regular coaching by their supervisor to reach their objectives (trust and relationship, personal development, reflection and conversation) 
4. Conduct a formal performance review focusing on accomplishment of objective & discuss areas for improvement
5. Recognize and reward performance financial or non-financial rewards (considered for a promotion, praised by supervisor, receiving an award of excellence)  
6. Create action plan to improve performance address issues and set future goals (timeline) 

PURPOSES OF MANAGING PERFORMANCE
	Compensation
Basis for salary increases, bonuses, pay for performance 
Most frequent use 
	Administrative
Basis and Paper trial for major HR processes, promotions, transfer, layoff, succession planning
E.g. If a person was disciplined regarding poor customer service the system can identify goals if they met goals and coaching sessions to improve relation to customer service

	Measure Performance of Org
Measure employee’s accomplishments, influence employee future behaviour, improve organizational performance
	Development
Provides feedback on strengths and weakness 
Helps identify training and development needs
E.g. Setting objectives supervisors identify people need to improve computer literacy skills therefor organization set a formal training program for all employees



Why Performance Management System Sometimes Fail 
1. Does not help employee develop skills and abilities
2. Process is complex 
3. Does not align with company strategy
4. Not enough time spent
5. Managers dis like face-to-face discussion & performance feedback
6. Managers feel no benefit will be derived from the time & energy spent
7. Managers are not adept in setting goals and performance measures in coaching and supporting 
8. Managers not providing adequate feedback

PERFORMANCE REVIEWS 
COMPLYING WITH THE LAW

3 GENERAL CRITERIA 
A. Fairness: No biases caused by factors unrelated to performance 
B. Reliability: Performance is measured consistently among other employees
C. Validity: The system is job related and accurate (measure what they aim to measure)
E.g. If an organization terminated someone due to downsizing but said it was due to poor performance, company would not be successful if they did not a performance backing it up. 

Concrete guidelines: 
A. Performance Standards
· Exist and Job-related (based on job analysis)
· Employees must get a written copy before review
B. Managers who appraise results
· Able to observe the performance (measureable standard to compare employee behaviour) 
· Trained on Managing performance
1. Set goals and performance standards
2. Coach and conduct a formal review session
3. How to write a review report
C. Reviews
· Discussed openly, corrective guidelines
· Appealed by employees (express disagreements with the formal evaluation) 

L05 WHO SHOULD PROVIDE PERFORMANCE REVIEW INFORMATION
Manager and or supervisor review: Performance review done by the employee’s supervisor  
-Most Common		-Rely on performance records to review an employee’s performance		
-Often in best position 
e.g. American Express uses telephone monitors to assess the quality of the communication representative & customer.  Employees are aware they are being monitored for developmental purposes. If such realisable and valid measures were not available, the review may be less accurate. 
Self-Review (Employee): Performance review done by the employee being assessed, generally on a form completed by the employee prior to the performance review. 
· Increase employee involvement 
· Useful for employee development (thinks about strengths and areas of improvement) 
· Critics say employees are more lenient on assessment compared to managers
· Some people underrate their own performance -Managers boost employee’s views of themselves
Subordinate-Review: Performance review of a superior by an employee, which is more appropriate for developmental than for administrative purposes
· Useful for performance at supervising employees
· Should be confidential with clear criteria
Peer Review: Performance review done by one’s fellow employees, generally on forms compiled into a single profile for use in the performance interview conducted by the employee’s manager.  
· Equal rank 				 - More accurate and valid
· Peers can identify leadership and interpersonal skills along with strengths and weaknesses of their coworkers. 
· Confidentiality or else breach which can cause hurt feelings or hostility among employees 
· CONS: biased towards other employees, too many people involved, too much pressure
Team Review (equal rank + work closely together): Performance review, based on TQM concepts, that recognizes team accomplishment rather than individual performance 
Customer Input: Performance review that, like team review, is based on TQM concepts & seek information from both external and internal customers
	-Useful for attainment of customer service goals
E.g. Sears customer service a coupon asking them to call a 1-800- number within the next week. In exchange for answering pre-recorded questions on touchtone phone, they receive 5$ of next purchase. 
E.g. Secret shoppers at Radisson Hotel Saskatoon providing feedback that management was failing in accounting on customer’s bills.  


Putting it All Together: 360-Degree Review

360-degree feedback is intended to provide employees with as accurate a view of their performance as possible by getting input from all angles: supervisors, peers, subordinates, customers, and the like. 

PROS AND CONS OF 360-DEGREE FEEDBACK
	PROS
	CONS

	Climate of feedback fosters individual growth
	System is complex

	Input is confidential
	Employees are not biased

	Based upon organization goals & values
	Doesn’t align with organizational culture or goals

	Provides behavioural observations from a variety of sources
	Feedback may not be honest

	Allows employees to view how others see them
	Employees can have negative feelings



PERFORMANCE REVIEW METHODS
What are the various performance methods?

TRAIT METHODS:
Trait approaches are designed to measure the extent to which an employee possesses certain characteristics
-Dependability	-Initiative	-Leadership	 -Creativity

GRAPHIC RATING SCALE: A trait approach to performance review whereby each employee is rated to scale of characteristics E.g. On characteristics of “dependable”, the supervisor will rate the employee on a scale of 1-5 

BEHAVIOURAL METHODS
Behaviourally anchored rating scale (BARS): A behavioural approach to performance review that consists of a series of vertical scales (5-10), one for each important dimension of job performance

RESULT METHODS: 
Results achieved through their work

Productivity Measures: 
E.g. Sales people are reviewed based on their sales volume 
       Production workers are reviewed based on # of units they produce 
Management by Objectives: Management based on objectives

Balanced Scorecard: A measurement framework that helps managers translate strategic goals into operational objectives 
	Financial
	Customer
	Processes
	Learning 
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