Performance Management

CQ Dossier | Evidence-based Human Resource Mgmnt



Dr. Annette Towler

Annette Towler was born in England and now lives in the United States. She has a PhD in Industrial and
Organizational Psychology and has taught at several institutions. Annette has published in several journals,
including Journal of Applied Psychology, Personnel Psychology, Human Resource Development Quarterly,
and Organizational Research Methods. She worked in the public and private sector for many years, primarily
as a manaaement trainer.

CQ Net(C

CQ Net is the evidence-based management (EBM) team learning platform. Learn strategies &
interventions that have been supported by scientific research. This CQ Dossier is part of the Evidence-
Based Management Learning Team “Effective Performance Management: How to develop your
employees and teams to the next performance level?”.



This CQ Dossier focuses on effective performance management and how
organizations can initiate an effective performance management system (EPMS) that
allows both managers and employees to strive for excellence. The dossier describes the
features of an effective performance management system and describes how the
system can be linked to an organization’s mission. The objective of performance
management systems is to provide feedback to employees so that they are effective in
their jobs. Some critics have argued for the elimination of performance management
systems because the research has found that many principles fail to deliver effective
employee performance. This dossier critiques the research and provides
recommendations for best practices in creating an effective EPMS. The dossier
describes the characteristics of an effective performance management system and
provides recommendations on how organizations can implement a performance

management system that is based on scientific principles.

Organizations like Google have changed their performance appraisal system through
abandoning traditional annual performance reviews and merely focusing on engaging
in conversations with employees. However, there is no empirical research evidence that
these new industry trends work and experts have advised HR professionals to adhere to
sound psychological principles that inform effective appraisal systems (Rotolo et al.,
2018). These psychological principles include the need for feedback on performance
and the ability to have voice in the process. While it is true that performance appraisal
ratings do have limitations such as rater bias, there are also benefits to implementing or
improving a performance appraisal system that relies on ratings (Adler et al., 2015).
Proponents for performance appraisal believe that it is too easy to give up the progress

that has been made (Adler et al., 215).



An effective performance management system ensures that there is a continuous
process of performance enhancement through setting individual and team goals that
are aligned with the strategic goals of the organization. This involves reviewing and
assessing performance and ensuring the training and development of knowledge, skills,
and abilities (Kozlowski, 2012).

There are several indices that denote an effective performance management system
(CEBMA, 2016). First, itis important to have year-round conversations with employees
rather than a single annual performance review. When managers actively engage in
conversations, this prepares the employees for performance feedback and they are
more likely to accept the feedback that they receive because they have discussed their
continuous progress with their manager. One of the most important elements of
effective performance review is that employees accept and react positively to feedback,
especially when the feedback includes constructive criticism (Murphy & Cleveland,
1995). Itis not the feedback per se that is important but employees’ reactions to the
feedback. Consequently, an effective performance management system includes an
annual performance evaluation, along with ongoing discussion with employees to help

strengthen relationships between management and employees (CEBMA, 2016).

The second feature of an effective performance management system is the use of
more than one rater within the system (CEMBA, 2016). Inclusion of an external reviewer
to assess performance tends to motivate employees to do well mainly because
assigned goals are more effective than self-assigned goals (Harkins & Lowe, 2000).
Based on principles of procedural justice, it is important to provide employees with

feedback because people have an intrinsic need to know how their employer views
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them and their performance. Incorporating a feedback system into performance
appraisal also allows for employee autonomy and control because employees can
voice their opinion and respond to feedback. This ensures that conversations between
managers and subordinates are a two-way path and this is important in the

development and training of employees when developing targets (Colquitt et al., 2001).

The final feature of an effective performance management system is to utilize effective
rating scales that capture the full range of employee performance. For example, ratings
scales with five categories are best with forced categories found to be inferior (CEMBA,
2016). Forced categories is a performance appraisal method in which the rater has to
make a forced choice between available characteristics about employees. For example,
the rater might be asked to choose between one of two characteristics such as "Takes

up challenges eagerly’ or ‘always comes up with new ideas.’

An effective performance management system transcends an annual review through
inclusion of coaching, feedback and management support to enhance employee
performance. An effective performance management system ensures that individual
and team goals are aligned with organizational goals so that performance at both the
individual, team and organizational level are enhanced through effective
implementation of human resource management practices. The best systems go

beyond formal ratings and focus on four key aspects:

1. Enabling employees to grow and develop their talents;

2. Improving communication between employees and managers;

3. Aligning individual work to achieve the organization’s goals;

4. Enabling individuals and teams to perform at their highest potential (Pulakos et
al., 2015).

Pulakos and colleagues provide several recommendations to create an effective
performance management system that is aligned with individual and organizational
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goals (Pulakos et al,, 2015). First, in setting goals, set ones that have frequent short-term
objectives that are challenging and have meaning. Second, in monitoring performance,
educate management on how to provide employee feedback that is ongoing in the
context of work, rather than outside of work. In addition, it is important to develop
manager coaching skills so that feedback is accepted by employees and improves
performance (Pulakos et al,, 2015). Finally, the authors also recommend eliminating self-
assessments and reducing paperwork. However, it is probably best to still include self-
assessment because this allows employees to have voice although the reduction of

paperwork is advantageous.

In conclusion, this CQ Dossier describes the components of an effective performance
management system. These elements are important in creating a performance
management system that links key human resource practices such as performance

review, employee training and development, compensation, and talent promotion.

e Setindividual and team goals that are aligned with the strategic goals of the
organization

e Have year-round conversations with employees rather than a single annual
performance review

e Have more than one rater within the system and reduce paperwork involved in
ratings

e Have a rating system that involves a wide range of categories rather than forced
categories

e Have frequent short-term objectives that are challenging and have meaning

e Develop manager coaching skills to provide effective feedback
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