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	STUDY UNIT 9
PERFORMANCE APPRAISAL AND PERFORMANCE MANAGEMENT



1.
Introduction

Definition:
· Performance Appraisal is the ongoing process of evaluating and managing both the behaviour and outcomes in the workplace 

· Performance review, annual appraisal, performance evaluation, employee evaluation and merit evaluation 

· What is the difference between performance appraisal and performance management? 
	Performance Appraisal
	Performance Management

	· Is only concerned with individual performance
	· Is concerned with the total performance of the organisation and how individual and team results contribute to that performance

	· Is a segregated process
	· Is an integrating process – integrating corporate, functional, team and individual objectives and linked more closely with other aspects of HR management

	· Is treated as an administrative chore imposed by the HR department
	· Is treated as a normal process of management 

	· Is seen as something handed down by superiors to subordinates
	· Concerns all members of the organisation as partners in the process

	· Is not concerned with team performance
	· Is concerned as much with team performance as with individual performance


	Performance Appraisal
	Performance Management

	· Is a process relying on a one-a-year formal review
	· Is a continuous process

	· Provides a basis for performance – related pay decisions
	· Can provide a basis for performance-related pay decisions, but greater care is taken in developing rating systems and achieving consistency in ratings.


· See fig 9.1 p263 - the performance management process 

· P A should not be confused with other HR processes 

· Whether an organisation implements performance management or performance appraisal, the type of criteria to be used, need to be determined 

2.
Performance Criteria 


There are 3 types of performance criteria: 

· Trait Based Criteria: focuses on personal characteristics of an employee e.g. loyalty 
· Behaviour-Based Criteria:  concerned with specific behaviours that lead to job success 

· Outcome-Based Criteria:  focuses on what was accomplished rather than how 


Note: Job analysis is done to determine these criteria 

3.
Performance Appraisal Objectives 

· Performance appraisal used for administrative purposes 

· Contribute to the satisfaction and motivation of employees 

· Performance appraisal objectives fall into 2 categories (See figure 9.2 – pg. 265): 


3.1
Evaluative Objectives 

· Compensation decisions 

· Staffing decisions 

· Evaluating the recruitment, selection and placement system 

3.2
Developmental Objectives 

· Developing employee skills and motivation for future performance 

· Give performance feedback 

· Training and development decisions 

4.
The Appraisal Process (Essay)
· Steps in developing a PA system 


These steps are a guideline - each organisation alters these steps according to its own unique situation – pg 266, 267
1. 
Determine performance requirements (outputs to be 
evaluated during appraisal)
2. 
Choose an appropriate appraisal method 
3. 
Train supervisors (to enable the preparation of fair 
appraisals)
4. 
Discuss methods with employees (specifying performance 
area being evaluated) 
5. 
Appraise according to job standards 
6. 
Discuss appraisal with employees 
7. 
Determine future performance goals 

5.
Legal Considerations 

· The possibility of legal review of terminations, promotions, pay decisions and other HR issues is a reality in South Africa 

· Experts suggest several guidelines that, if strictly followed, will help protect a company from problems related to its PA's: 

1. Written appraisals should be conducted regularly for all employees, not only limited to lower-level employees. 
2. Supervisors and other appraisers should be trained thoroughly in proper appraisal procedures. 
3. Appraisers should apply consistent, explicit and objective job-related standards when preparing PA’s.
4. An audit system should be established to guard against leniency and other rater errors to ensure that appraisals are unbiased.
5. Problem areas should be detailed and documented. 
6. When problems have been identified in assessing substandard performance, specific goals and timetables should be established for improvement.
7. Employees should be given a clear opportunity to respond to negative appraisals. 
8. The employer should be able to prove that the employee received the PA.
9. Circulation of appraisals should be restricted to those in management with a need to know. 
10. Check past PA’s. 

6.
Who should do the rating?
· Supervisors

· Peer evaluations

· Customer/client evaluations

· Self-ratings

· Reverse appraisals

· Team portfolio appraisals

7.
What are the characteristics of a properly designed performance 
appraisal system?


The human resource manager, and you as a student, should be 
aware of the following characteristics of a properly designed 
performance appraisal system:
· Job related criteria.  The criteria used for appraising employees’ 
performance should be job related.

· Performance expectations.  Managers should clearly explain 
performance expectations to their subordinates before the 
appraisal period.

· Standardisation.  Employees in the same job category, under 
the same supervisor should be appraised using the same 
evaluation system.

· Qualified appraisers.  Responsibility for evaluating employee 
performance should be assigned to the individual or individuals 
who directly observe at least a representative sample of job 
performance.  This person is usually the employee’s immediate 
supervisor.  However, other approaches are gaining popularity.

· Open communication.  A good appraisal system provides highly 
desired feedback on a continuing basis.

8. Type of appraisal methods and instruments

· The choice of methods is critical in determining whether the organisation manages its performance successfully 

Performance Appraisal Methods
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Taken from pg. 269 of the text book.

8.1
Category rating method
· Graphic Rating Scale:
Rates the employee on some standard or work attribute
· Non-Graphic Rating Scale:  More valid than graphic scale rating 


Advantage of rating scales: 

· Provide a mathematical evaluation 


Disadvantages of rating scales: 
· Raters can easily make halo or central tendency errors 

· Leniency errors 

· Rating scales are not related to a specific job 


8.2
Comparative methods 


Such as: 
8.2.1 Ranking


Advantages: 

· Fast and easy to complete 

· A numerical evaluation given to employees can be 
directly related to compensation changes or 
staffing considerations 

· Avoids problems of central tendency or leniency  



Disadvantages: 

· It is not developmental as employees do not 
receive feedback on their strengths and 
weaknesses 

· It assumes each department has employees who 

can be distributed fairly over a range from best to 

worst 

· There is no common standard of performance by 
which to compare employees from various 
departments since employees in each department 
are compared only with each other 


8.2.2
Forced Distribution 

· Similar to ranking, forced distribution requires that supervisors spread their employee evaluation in a pre-described distribution



Advantages: 

· Eliminates central tendency and leniency biases 



Disadvantages: 

· Same as for ranking 


8.2.3
Paired Comparison 

· Raters pair employees and choose one as superior 


in overall job performance.



Advantages: 

· A percentage of positive comparisons is gained 

· Does not force the distribution of employees in 
each department 

· The actual distribution of employees is based on 

performance 

· Quick and fairly easy to use when there are few 

employees being rated 



Disadvantages: 

· Time consuming with large numbers of employees 

· Employees are compared to each other on overall 

performance rather than on specific job criteria 


8.3
Narrative Methods

· Critical incidents are used to make the appraisal process 

more job related.
· Annual review file or calendar – appraiser keeps ongoing 
record of employees critical incident contemporaries 
during the appraisal period.

8.4
Behavioural / objective methods
8.4.1 Behavioural anchored rating scales (BAR):  The points of the rating scale are critical incidents.  They are also job related.




Advantages of BARS:




-
A more accurate gauge




-
Clearer standards




-
Feedback




-
Independent dimension




-
Consistency



8.4.2
MBO’s (NB)


The MBO Process
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Taken from pg. 275 of the text book.
9.
Common Rater Errors 

· Appraisers should be made aware of and trained to avoid 
committing common rater errors 

· Training and information can MINIMISE such errors 
· Supervisory Bias 

· Halo Effect 

· Central Tendency 

· Leniency 

· Strictness 

· Recency 

10.
The appraisal interview
· Problems with the appraisal interview

· Playing God

· Inability to give criticism

· Personality biases

· Inability to give effective feedback

· Interview format

· Prepare for the interview – important in a successful appraisal interview.  Supervisor (or other rater) should gather and review all relevant performance records (these include all data regarding work output and quality, absenteeism and tardiness etc).

· State the purpose of the interview.  The employee should be told if the interview will cover compensation and staffing decisions (merit increase, promotion, transfer, etc.), employee development or both.

· Indicate specific areas of good performance and areas that need improvement – begin the discussion by highlighting areas of good performance.  Appreciation 
and recognition for good work are important parts of the 
appraisal interview.  Areas of performance in need of 
improvement are discussed next.
· Invite participation.  Throughout the employee should be invited to comment.  This enables the employee to let off steam and tell why certain performance problems exist.  It is also an opportune time to clear up any misunderstandings that may still exist about job expectations.

· Focus on development – setting up the employee’s development programme.  Employees are much more likely to be committed to developmental programmes if they agree with the supervisor that the programme is necessary to improve job skills and abilities.  Employees who feel that no performance problems exist or that a programme of development is unnecessary to promote career goals will be uncommitted to development.  Supervisors must clearly show their employees how development is related to job success.


COMPLETE AND STUDY ALL ACTIVITIES IN THE STUDY GUIDE
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