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omplﬂi“g this chapter, the reader should be abje to
After ¢

tefine performance management, and describe the key components
(
ofa performance management system;

undcrsmnd the purposes and approach of the annual or periodic
performance reviews

discuss the reasons that organizations engage in performance
management;

identify the characteristics of good rating criteria for performance
appraisal;

enumerate various sources of information about job performance,
and discuss the strengths and shortcomings of each;

address the three types of information needed to assess employee
performance;

distinguish between rating errors and political factors as sources

of distortion in performance appraisal; and

conduct a performance appraisal interview with an employee, taking into
consideration the techniques that make such an interview successful.

Introduction
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o the long-term success of an organization. The ultimate goal of hu-

RM), which includes selection, compensation,
is to foster high levels of performance from individ-
apter, we discuss performance management, which
ization’s activities involved in managing employees.
ntion to performance management because it is this
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information to conduct formal and informa| imprOVCan
can think of performance management as a too)| for
individual performance, we can also use the perforn
to assess the success of other human resources fun
performance management system can provide insig
our selection processes, whether training programs
an incentive compensation system is successfy] in Meeting ;.
goals. Table 10.1 provides examples of how performance Mang
lated to other human resources functions. 8em

Performance management is a set of tools and
setting performance goals with employees, designing
ces to make and sustain improvement, monitoring em
achieving goals, ongoing feedback and coaching by s
peers, and measuring individual performance. The
praisal is often used to describe this process, but th
the process to measurement, which is a necessary but
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TABLE 10.1
Relationship of HRM Function Effects of Performance Effects on
Performance Management Performance
Man t
Management to anagemen
Other Human Job analysis Performance information may Accurate information
Resources lead to redesign of jobs about jobs is key to
Management develop criteria for
Functons

Recruitment
and selection

Training and
development

Performance information lets
managers know about the
effectiveness of alternative
sources of recruitment and the
effectiveness of their selection
criteria and procedures

Performance management systems
provide information on employees’
training and development needs;
information on the performance
appraisal systems assesses the
effectiveness of training

performance appraisal

Ability to recruit and
select employees may
affect the types of
criteria and standards
developed for

performance appraisal

Performance E‘Pl’.’a"c’al
tools may be des 'gn;
to assess the imp2 ¥
of training progre™

’ ] uitable
C_ompensat_lon - Compensation systems may be A fair a"daeiﬂn syster
A - designed such that performance comli:;'j o hight!
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ance management. As discussed in this chapter, performance manage-
pcrfor.ﬂ - e encompassing than collecting performance information, but it
fnﬂﬂf lsm.m formed system fo: iﬁmprovin.g performance. In this chapter, the
is3 % .formance appraisal” is sometimes used to refer to aspects of the
rerm hat deal with obtaining performance information.

foccsslssucs of employee performance and productivity are at the forefront
v eqlthcare organizations. The Joint Commission (2007) requires accred-
in e re organizations to assess, track, and improve the competence of
The 2008 Joint Commission standards include such phrasing
i «ggaff is competent to perform their responsibilities” (3.10) and “The or-
.‘niz‘qtion evaluates staff performance” (3.20). In addition, the requirements
for healthcarc organizations of the prestigious Baldrige National Quality Pro-
gram (2007,18) include specific criteria related to employee engagement and

performance management:

ited healthca
a“ cmployCCS.

How does your workforce performance management system support high-per-
formance work and workforce engagement? How does your workforce perform-
ance management system consider workforce compensation, reward, recognition,
and incentive practices? How does your workforce performance management sys-
tem reinforce a patient and other customer and health care service focus and

achievement of [your] action plans?

DPerformance management makes sense. The adage “you can’t manage
what you can’t measure” is applicable to performance management. However,
performance management has a well-deserved reputation for being very poorly
implemented. It is perhaps the most misunderstood and misused human re-
sources function. Measuring and improving employee performance is also among
the most highly examined aspects of management, both in scholarly works and in

the popular press. Perhaps because it has met with so much failure, it is also one

of the areas of management most prone to passing fads, which have been widely
tless consulting firms that

adopted in popular management literature and by coun
seck to identify and promote the quick fix to improve employee productivity.

In this chapter, we describe the essential components of performance
management and present the countless pitfalls that may be faced in virtually
every aspect of the process. To the extent possible, we avoid the jargon and
fashions that come and go and maintain a focus on those processes found to
have the highest likelihood of leading to improved and sustained employee

Performance. Specifically, we explore the following:

Reasons that organizations develop and implement performance

. Management systems
B ‘Content of the annual or periodic performance review
| y ce criteria, criterion deficiency, criterion

ability, and validity
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360-degree performance map
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summarizing performance information .
éommon sources of errors and other problems in performan
e Guidelines for conducting effective performance managemey,

o information based on individual traits, bchaviom’ ang
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Every manager seeks to have employees who are highly MOtiVated gy,
productive. This is a challenging goal for a number of reasons. First, employe,
motivation is in itself a complex phenomenon and is influencegq by Many
things outside of the manager’s control. Second, wht?ther OF NOt managey;,
interventions are effective in improving performance is unclear. For inStancc,
compensation clearly has some motivational potential for most employees, but
money is not an effective motivator in all circumstances. In healthcare organ.
izations with very small margins, the availability of performance-baseq re-
wards tends to be very limited. Third, employee performance is often difficult
to observe and measure in a reliable manner. This, of course, varies by job. For
example, it is relatively easy to assess the performance of an employee doing
medical equipment sales, but evaluating the performance of a case manager
for individuals with chronic mental illness is much more challenging. As with
all human resources functions, performance management activities are carried

out within a legal context, and performance management procedures must
abide by relevant employment laws.

Some people believe that performance management is intended

mainly for lower-levye] employees and that the higher one moves in the or-
ganization, the |esg important performance management becomes. This
mistaken view ig perhaps based on the perception that performance manag®

ment is snmethlng of a punitive process, and if not punitive, it is often ¢
ried out in 3 condescending or de

moving up is th

level employees 4 ,

YR er-
Supervision in t e manner as oW
employees, T p he sam

ldence ip the literature indicates that the higher:;
1t a performance appraisal is ConduCted(.ionC-
oyees are usually poorly and haphazardly ye
18gests that executive-level employes® ng®”
Hation about their performance (ke

f 4 Cc m
sOrmance appraisal and performa” eed 1
‘ ',ganization. Further. the process £
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Jing to any employcee, whether at lower level or at executive level.
a : : .
be dem¢ he types of performance information used may vary according to
Ofcoursc, s level and role in the organization.

¢

i emploY

e of Performance Management
he RO

pce management is a system that integrates the performance ap-
l’Cffornj anction with other human resources systems to help align cmployces’
caisal hlhaviors with the organization’s goals (Fisher, Schoenfeldt, and Shaw
\\'0";)[’c()nc of the most common performance evaluation mistakes is to focus
200th; annual review, which typically includes paperwork and an interview,
Onth of which are often unpleasant for all parties. Without stretching the anal-
:;,’ this approach is similar to the focus that most of us give to the annual
ohy <ical, the one time in the yca.r wc. think about our health. This is not to say
that an annual performance review is not necessary, but this yearly event has
1 defined and often misunderstood purpose.

Annual appraisals are necessary, but performance management is ide-
ally carried out on a daily basis. An effective supervisor provides feedback con-
rnuously and addresses and manages performance problems when they occur.
In other words, if a child is experiencing an earache, it is unlikely that a par-
ent will wait to address this until the child’s next scheduled physical. Perfor-
mance management is an ongoing function that includes the following man-
agerial responsibilities and activities:

"

o Setting performance goals, and making development plans with the
employee

* Monitoring employee progress toward the goals

Providing continual coaching, training, and education as necessary

Conducting annual performance appraisal against goals and

development plan activities

Establishing a development plan for next year (or another review cycle)

The Annual or Periodic Performance Review
The annual or periodic performance review is only one part of the perform-
ance management process, but it is an important part that requires attention.
The periodic performance review provides an opportunity for a supervisor and
0 employee to reflect and plan. The review may include discussions about
i:;;o:cr;cl decisions, such as a promotion, change in compcn_sati(')n, disci.pli-
to deliy 2 tran§fcr, or recommendation fo1.r training. The rev1.ew is nota tl.mc
emplo :er surprises to employc.cs. Supervisors should co.ntmually provide
A sh(};ulz with fc.cdback on their pcrforfnancc, and supexyisors and cmplf)y'
come into the annual appraisal with a view toward developing
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: e nity to discuss performan
e Giving cmployees the opportunity | ce ang

performance standards | )
* Addressing employee strengths and weaknesses

* Identifying and reccommending strategics for Improving ¢
performance . |

* Discussing personnel decisions, such as compensation, prOmOtion’ b
termination ' |

* Decfining a varicty of regulatory requirements that deg] with ¢
performance, and discussing compliance methods

PIOYCC

mploycc

The periodic performance review has both administratiye
mental purposes. Administrative purposes com.monly rcfjcr t(.) using
information to make decisions about promotion, termination, ap
tion. To defend against charges of discrimination, organization
maintain accurate and current performance appraisal information
Developmental purposes typically relate to using performance i
improve employee performance; appraisal information identifies employee
strengths and weaknesses, which then become the basis for developing improve-
ment strategies. Organizations can, of course, use appraisals for both administry-
tive and developmental purposes. However, there is considerable debate about
whether or not a manager or supervisor can actually conduct an honest develop-
mental appraisal, considering that the content of the evaluation has an impact on
the employee’s income, promotion potential, and other bread-and-butter issucs,

and chClOp.
performapc,
d COmpeng,.
S attempt
On employees,
nformatiop ¢,

Establishing Appraisal Criteria
As is the case with m

any other human Iesources activities, an effective per-
formance managemen

tsystem must begin with clear job expectations and per-

formance standards, Of
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uld have strategic relevance to the organization as a

. eria DO Al .
. | isfaction is an important organizati g
Firsts le, if patient satisfa p ganizational con

or ¢¥ e to include patient-relations criteria for employees who

akcs sens

t steria for individual performa i g
thcn.l e customers. Criternl p nce appraisal are in

criteria used to evaluate organizational performance.
s .+ should be comprehensive and take into consideration
¢ an employee’s major functions as defined in the job descrip-
ngc Odcﬁcicncy occurs when performance standards focus on a sin-
o0 rifcﬂ‘i‘; he exclusion of other important, but perhaps less quantifiable,
lccri[crlon Jimensions (Barrett 1995; Sherman, Bohlander, and Snell
Pcrforman::xample, counting the number of visits made by a home care nurse
998)- leati"ely simple, but it is certainly more difficult (but no less impor-
ay be rsscss the quality of care provided during those visits.

: t(»)r;ird, criteria should be free from contamination. Criterion contami-
ation OCCUTS when factors out of the employee’s control have a significant in-
fuence O his or her performan§c. In healthcare, this is a particular problem
because of the complexity of patient care and the interdependence of the fac-
(ors that affect quality and clinical outcomes. Clinicians, for example, may
pve little control over patient volume or the speed with which laboratory test
csults are reported. Therefore, appraisal criteria should include only those
.ems over which the employee has control.

Fourth, criteria should be reliable and valid. Reliability refers to the
wnsistency with which a manager rates an employee in successive ratings (as-
suming consistent performance) or the consistency with which two or more
managers rate performance when they have comparable information. Criteria
anbe made more reliable by sclecting objective criteria and by training man-
igers in applying the criteria. Validity is the extent to which appraisal criteria
wtually measure the performance dimension of interest. For example, if we
- i_"tchSth in measuring a nurse’s ability to carry out the nursing responsi-
bltes during emergency medical procedures, is it sufficient to assess knowl-
;iﬁ:y"fcthcs.c .responsibilitics rather than actual pcronmancc under real em‘cr-

onditions? Questions of validity are also difficult when measuring

titud . . :
¢ deemed important for a particular job.

o=

Colleet
Traditft'"g Job Performance Data

on : . . )
fro Al performance appraisal methods involve collecting information

pIOYce’]c employee’s supervisor. Typically, the supervisor observes the em-

s o .
for pe Performance using whatever format the organization has designed
0

- Mgy ; “mance appraisal (described later in this chapter) and rccorfls .t_hc ap-
-i’npossiltformaﬁon- Given the complexity of many jobs, howcvcr: it is often
| VCEV'In £ for one individual to accurately describe €ach employee’s perform-
. '\‘ ‘rc

gy Cent years, various alternative approaches to performance datg col-
e aVC bctn dcvclopcd.' k
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i evaluation done by the employee on

praisal or multirate - jobs
e . r fasscssment—recogmzes the fact that for man?’l C’uﬂf“
#CC Of performance information is incomplete and in? mustbc

u“ e

care

A ”p ‘N . lll is a
. in conjunction w manager’s imgg
donc Cc ge . ralsal %

.. 3 . 4
clf; it 1s gc'r“:r::':zww when a manager is sceking to obtaip e Thix
h l)’lo)'Cc i the appraisal proeess, which is desirabje , Moh,
ances. Because of the obvious potential for biag ont crvmu_
If-appraisals arc almost always done for developp, Part

nty] r
ve purposcs. ahe
managers become concerned with how thejr Perfo

r

hom they oversee. In t'hlS Instance, cmplo}’cc,a e
conduct an cvaluation of their boss. This type 1s also most uscful £ ;iwy
|

opmcntal purposcs. Subordinate ﬂpprﬂzml presents many bcncﬁts, i 3
«plind spots” of managers and imPTOVing Ay on
flagc

which arc identifying the . , ' .
rial performance. From the subordinate’s perspective, this type of appr A
1l managers may take kindly to critiques i plm

in-

has obvious risks, as not a
ions and may retaliate toward the evaluator. Thus, such appraisals shoulgy,

done anonymously; where this is not possible, the appraisal is unlikely tg sl

reliable results. ’ .
Team-based appratsalis beneficial in that it explicitly reinforces the fig

portance of teamwork; in other words, measuring team accomplishmep
sends a message that the organization places a high value on team perfor,
ance. Organizations may link team performance with pay, although tea.
based compensation is not a necessary component of team-based appraisy|
Team-based compensation may exacerbate anxieties and frustrations with the
“free-rider” syndrome, where one or more team members benefit from tean
rewards without putting forth corresponding effort. In using team-based ap-
praisal, with or without compensation, it is critical that team members agee
on behavior-based and outcome-based appraisal criteria. Team members may
also be involved in assessing the performance of other team members. Again,
this approach reinforces to employees the fact that the organization valuest
sponsible team behavior and team citizenship, and it has the potential for
building team cohesion and enhancing communication. Several questions
need to be addressed, including the manner in which team members ¢ i
volved in appraisals: Are all team members involved in appraising €very othe
team member? Who should provide the feedback to members? While this
gir Oa.th may help. build teams, it also presents the risk of alienation
B o o T
e e feedback should be trained in intervic!
ques.
= Am?ng the most usefu] ways to collect job performance
g multiple sources. Multisonrce apprai 3
praisal—also known as

hers
approach is
ment of the ecm
ally all circumst
the employe¢, S¢
than administrati

Sometimes,

is perceived by those W

and OV
ris 5
n

s s
informi‘noIl l.

60- de grcc )
gelf

‘ rehensive assessment of performance, pCfSPCCUVCS
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within and outside the organization, including the man-

2 . i i
; hos e subordinates, clients, and other internal and exter-
” " >) . T H
ohrynesupcr\qsor, Jvantages of multisource appraisal include the following;
r B

? custO ccts of performance valued by the organization
1 of the importance of customer focus

cam development initiatives

yee involvement and development

udes multiple perspectives

O !
hgsls %
1 to
- Il)'cit recog™
pptt o with €

(@
‘putor O emplo

' bu . s
cont? | bias, 38 It incl

’ .
'nl['ﬂa . .
, M i multisource appraisal is done for developmental purposes,
Ty “[:) 5 d,csigncd and administered with great care. Following are some
.. must

. tions and potential pitfalls of multisource appraisal:

.thc liﬂu .
of < of fee dback must have a level of trust in the organization, the
Sourd

nageTS) and the appraisal process.
" oyees must be assured of anonymity, which is difficult in a small
m i i
 EP zation OF in an environment where a manager has a small span of
organ!

trol. 7
;(r)rrllployccs may use the appraisal for the purpose of retribution.

The information obtained may be difficult to integrate or combine.
The method of feedback must be done by a trained individual in a
manner that encourages insight and growth.

Regardless of where performance information comes from (e.g., super-
isors, coworkers, external customers), decisions need to be made about the
ypes of information to be obtained in performance appraisals. In general,
three types of information are possible:

1. Individual traits
2. Behaviors

3. Results or outcomes

These three types of information can be obtained using the various
Tn;th(’ds explored in the following section. Each approach has its strengths
shortcomings and is useful for particular types of jobs and circumstances.

ﬁ:f i:fdmting scale refers to any rating scale that uses points.along a co.ntin- (Siraa;l):ic Rating
Mogt comthat measures traits or behaviors (Cascui 1991). Tl.ns' method is the €
Tuct gy, TR Way to assess performance, largely because 1t 1S €asy to con-
e o, “21 be used for many different types of employees. As shown in F;g—
Ping (c’ e scale aims to measure a series of dimensions through az; tg;
ampi, ig" : throug_h 6) that indicate different levels of performance. -
‘ i s ﬁgufc%ShowS,“ both traits and behaviors of the employee archas
k “ﬂmblc,: :cflowcf@; ‘;hat<many of the items included in the figure, such as

NE to subj

ive judgment.
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FIGURE 10.1 R

is employee,
E le of Please answer the following questions about this employ
sxample ¢

a Graphic

Scale
Rating Scale  Question
’ . 1 2 3
1. Rate this person's pace of work <low 4 s f6
ast
's level of effort. 12 3 4 5
2. Assess this person’s below fl?"
capacity Capaciyy
3. What is the quality of this person’s work? 1 2 3 4 5 ¢
poor 2004
4. How flexible is this person? L 52 3 4 5 ¢
rigid flexible
5. How open is this person to new ideas? 1 2 3 4 5 ¢
closed open
6. How much supervision does this person 1 2 3 4 5 ¢
J alot a litte
7. How readily does this person offer to 1 2 3 4 5 ¢
help out by doing work outside his or seldom often
her normal scope of work?
8. How well does this person get along 1 2 3 4 5 6
with peers? not iy
well well

and traits according to their imp Ortan;i |
¢Xxample, pace of work (item 1) may N
¢mployees but may be relatively ufu;ﬂs
amay be less relevant for Particlﬂar]z t(; l‘
¢ of using a one-size-fits-all approa® " |

b. ]  Figure 10.1, for
0 the job of some
5, Certain criter
PImon practic
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P

. _ometimes, 2 scale is borrowed from another organization and. at
iteid s, ascalc is adapted for another position, all without giving con;id-
oth‘f:):[:) h,ow the scale applies to the particular job or organization.
erad

. i a simple method of performance appraisal where managers rank
Ra:zl.t"&cﬂc ¢ simply from best to worst on some overall measure of employee
‘m%l)(:,?mncc, Such a method is typically employed for administrative pur-

:;CS, such as making pcrsor.‘mcl decisions (c.g.,.promotions, layoffs). The
jora Jvantages of the rankmg.mcthod arc that it forces supervisors to dis-
inguish among cmploy-rccs, and it does not have n'mny of the problems asso-
dated with other appraisal methods. Among the disadvantages of ranking are

55 follows:

Ranking

, Focuses only on a single dimension of work effectiveness and may not
take into account the complexity of work situations

+ Becomes cumbersome with large numbers of employees, forcing
appraisers to artificially distinguish among employees

« Simply lists employees in order of their performance but does not
indicate the relative differences in employees’ effectiveness

+ Provides no guidance on specific deficiencies in employee performance
and therefore is not useful in helping employees improve

One type of ranking that has come under a great deal of criticism is the
process of forced ranking, or forced distribution. With forced ranking, employ-
ees are evaluated not based on their own set of objectives but based on a com-
parison to other employees. Managers are instructed to force evaluations of em-
ployee performance into a particular distribution, which is similar to grading
students “on a curve.” For example, managers may be directed to distribute 15
percent of employees as high performers, 20 percent as moderately high, 30
percent as average, 20 percent as low average, and 15 percent as poor. Forced
ranking has been rationalized in a number of ways, including (1) to ensure that
lenient managers do not systematically inflate appraisals, (2) to push managers
to distribute their rankings, and (3) to limit bonuses and other financial payouts.
Although these objectives may be met by using forced ranking, they corrupt the
entire purpose of performance appraisal, which is to obtain honest information
that can be used for employee development and improvement.

The most controversial use of forced ranking is to force out poor pet-
formers, sometimes referred to as “rank or yank.” This approach was made fa-
mous by Jack Welch, former chief executive officer of General Electric (Welch
and Byrne 2003). Many variants of this Welch ranking strategy exist, but in

- S$sence it works this way: Managers are required to identify the top 20 percent,
Middle 70 percent, and lowest 10 percent of employees. The bottom 10 per-
€ent are told o improve or they will be terminated. The validity of this ap-
Proach js hotly debated. One study of human resources executives, half of
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Behavioral
Anchored
Rating Scale

e

whom worked in organizations that use forced ranking, reporte y,
proach resulted in lower productivity, inequity, and skepticism andl is .
tively affected employee engagement, morale, trust in managemen,
laboration (Novations Group 2004: Pfeffer and Sutton 2006),
lawsuits have been filed at companies, such as Ford Motor Com !
Goodyear, that challenge the legality of forced ranking, claimip a}
process discriminates against older workers, Interestingly, For, d ar::t the
forced distribution in 2001 and settled two class-action cases for about §1 :nc'd
lion (Bates 2003). 9 M.

When forced ranking is used, the implicit assumption is thy, 1
of employees (or whatever percentage is selected) are poor empl
therefore perform at a level deemed worthy of dismissal. Finally,
ness of this approach in healthcare is limited because of critical sta
That is, a hospital that is facing a nurse shortage would likely n
“rank or yank” strategy for its nursing staff.

0 per Ceny
Oyeeg ang
the Usefy].
ffShOrtagCS'
ot Consider a

Behavioral anchored rating scale (BARS) is a significant improvement oye; tra-
ditional graphic rating scales. This scheme provides specific behaviory] de-
scriptions of the different levels of employee performance—that js, poor, |
good, excellent, and so forth. Table 10.2 is an example of a BARS that meys. |
ures aspects of the performance of a clinical trials coordinator. Note that the |
scale assesses the four dimensions of leadership, communications, delivery of |
results, and teamwork. In some instances, the behavioral measures are rels-
tively easy to observe (e.g., delivery of results), while in other instances, the |
measures may be a bit more subjective (e.g., teamwork). Using BARS, a man-

ager is able to explain the reason behind the ratings, rather than vaguely state
“unacceptable” or “average” on the performance criteria. With BARS, a man- |
ager can explicitly state his or her expectations for improved performance.

The advantages of BARS include the following:

* Reduces rating errors because job dimensions are clearly defined for the
rater and are relevant to the job being performed

* Clearly defines the response categories available to the rater

* Is more reliable, valid, meaningful, and complete

Has a higher degree of acceptance and commitment from employees and |

supervisors

Minimizes employee defensiveness and conflict with the manager

because employees are appraised on the basis of observable behavior

Improves a manager’s ability to identify areas for training and
development

Developing a BARS for each job dimension for a particular job is not:
trivial task. Among the disadvantages of a BARS is the amount of time, ‘?ffogl;
and expense involved in its development. Use of this approach is most justifia
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TABLE 10.2
Definition Behavioral
Identifies alternative methods that enhance Anc.horcd
productivity and quality and that eliminate Rating Scale for
unnecessary steps a Clinical Trials
Takes the initiative to bring attention to Coordinator

productivity problems

Has difficulty with change and with providing
support for the required change

Uses inappropriate interpersonal skills, and
creates unproductive working relationships

Communicates openly, completely, and
straightforwardly with management, peers,
and coworkers

Listens and seeks intent of communication

Has difficulty with expressing decisions, plans,
and actions

Is unable to communicate accurately with team
members

Completes 9o percent to 100 percent of all
projects within time frame and budget and
according to standards

Completes 75 percent to 9o percent of all
projects within time frame and budget and
according to standards

Completes 50 percent to 75 percent of projects
within time frame and budget; sometimes
produces substandard work

Completes less than 50 percent of projects
within time frame and budget; frequently
produces substandard work

Contributes positively to problem definition
and takes responsibility for outcome

Respects suggestions and viewpoints of others

Has trouble with interactions with others and
with understanding individual differences

Does not contribute positively to team
functioning

W en o« .
n 3large number of jobholders are performing in the same position (e.g.,

I
 ttansporters), B

. ARS is most appropriate for jobs whose major compo-
consist of Physically observable behaviors.

KYariation Of BARS is the behavioral observation scale (BOS), a system
the rater to indicate the frequency with which the employee exhibits
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specified highly desirable behaviors. De

sirable behaviors are identig, diy

. ; i ; ;
job analysis and discussions with managers and supervisors, Figure 10 20‘ugh
example of a BOS for a patient relations representative, Ag seen i the. 18 g

six desirable behaviors for this job are identified, ang the rate, indj Slre
frequency with which each behavior 1s observed

in the patieny rclati()::t:s the
sentative. As with BARS, those who use BOS have 5 Clear undcfStandicprc"
the types of behaviors expected. ng o
Critical  The critical incident approach involves keeping a recorq of Unusuglj, fr
Incident e or unfavorable occurrences in an employee’s work. This record s c(r)r.
ated and maintained by the employee’s manager. A major Strength o thcls
method is that it provides a factual record of an employee’s Performanc, ang
can be very useful in subsequent discussions with the employee, The i
proach does require that the manager closely and continuously Monitor ¢,
ployee performance, which is not always feasible, although linking , Criticy]
incident method with 360-degree feedback raises the POssibility thyy inj-
dents may be observed and recorded by a number of different individuals j,
the organization.

Documentation of critical incidents need not be very lcngthy, but it
should be tied to an important performance dimension. An example of 3 crj
ical incident for a mental health case manager is given on the next Page. This
incident illustrates the employee’s creativity and negotation skills, ap impor
tant performance dimension.

FIGURE 10.2
Behavioral Almost Almost
Observation Never Always
Scale ff)r 4 Responds to patient or family concerns 1 2 3 4 5
P AUEN within 24 hours
Rdano.ns 2. Conducts investi
Representative

gations into complaints
effectively
3. Communicates resul

ts of investigations
to relevant parties

4. Follows up with patient or family 4 2 N
after investigation

5. Identifies and anal

: yzes both immediate
and distant cause

s of patient complaints
| 6.‘“Makes u_séful and practical

5
1 2 3 4
~ recomme dtons for improvement based

Bsults ofinvestigation
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ing with her clicnt—a'n individual with severe mental disorder—the case

In SPC . giscovered that the client was about to be evicted from her apartment for

ag nent of rent. She was able to work with the client and the landlord to work

nonpa)a ment plan and to negotiate successfully with the landlord to have mucl

outd I(’j :’cpairs in the apartment done. She followed up with the ¢| e

ncc:;ng payment 0 the landlord and the home repairs
r

¢ been achieved in both areas.
hav

ient weekly re-
» and positive outcomes

aqement by objectives (MBO) refers to a specific techni
Mn"t.;ntial popularity. The basic premise of MBO is threefold: (1) the organ-
Sub:on defines its strategic goals for the year, (2) these goals are then commu-
lnziiatcd throughout the organization, and (3) each employee in turn defines
his ot her goals for the year based on the organizational goals. Achievement

of these goals becomes the standard by which each employee’s performance
i assessed (Carroll and Tosi 1973).

MBO has three key characteristics (Odiorne 1986):

que that has enjoyed

_ Itestablishes specific and objectively measurable goals for employees.
_ It establishes goals in collaboration with employees.

. Irallows managers to provide objective feedback and coaching to
improve employee performance.

W O

As with most managerial practices, MBO is most effective when it is
supported by and has the commitment of senlior management. MBO requires
managers to obtain substantial training in goal setting, giving feedback, and
coaching. While goal setting is central to MBO, the process by which goals
are set is of great importance as well.

Depending on the position of the jobholder, organizations may use a
variety of results-oriented methods such as MBO. These approaches are most
useful when the work yields objectively measurable outcomes. MBO is most
commonly used for senior executives, for whom objectively measurable bot-
tom-line concerns may be paramount; salespeople; and sports teams and indi-
Vidual athletes. The approach may be combined with other performance ap-
Praisal methods, particuiarly for jobs in which both the manner in which work
s done and the outcomes are important and measurable.

The Cynicism About Performance Management

Many Managers and employees are quite cynical about performance manage-
ment. This cynicism grows out of a perception that aspects of perf.ormancc
Management are distasteful and uncomfortable. Managers are often ill at ease
“out sitting down and discussing concerns with employees, and employecs
My resent the paternalism and condescension that often accompany such

Management
by Objectives

-
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processes. This cynicism is clearly based in the reality that performanc,
praisals are traditionally punitive in naturc and, particularly whep tight ¢ ap.
to employee compensation, have high emotional content. Y tied
Regardless of the type of data used in performance appraisal, what perg
are “rating crrors,” as social psychologists call them. Rating ervors refer it T"“S
distortions in performance appraisal ratings—whcther positive or ncgativcityhto
reduce the accuracy of appraisals. The most common rating errors are g foll owa:

e Distributional. These errors come from the tendency of raters to use
only a small part of the rating scale. They come in three forms:

1. Lenient: Some raters tend to be overly generous with giving POSitive
ratings and, as such, can avoid conflict and confrontation.

2. Strict: Some raters tend to be overly critical of performance and, o4
such, are deemed unfair when compared with other raters withoy
such a tendency.

3. Central: Some raters tend to rate every employee as average and, as
such, can avoid conflict and confrontation.

e Halo effect. These errors result from the propensity of some raters to rate
employees high (or low) on all evaluation criteria, without distinguishing
between different aspects of the employee’s work. This leads to
evaluations that may be overly critical or overly generous.

e  Personal bins. These errors arise because of some raters’ tendency to rate
employees higher or lower than is deserved because of the rater’s |
personal like or dislike of the employee (Wexley and Nemeroff 1974). |

o Similar-to-me bias. These errors stem from the likelihood of some raters
to judge those who are similar to them more highly than they would
those who are not like them. Research shows that the strongest impact
of similarity occurs when a manager and an employee share demographic
characteristics, such as race and age group (Noe et al. 1996).

» Contrast effect. These errors are created when raters compare employees
with each other rather than use objective standards for job performance.

*¥#1 Human Resources in Healthcare

The most important strategy for overcoming these rating errors is uset
training in different rating methods. Typically, training helps to increase man-
agers’ familiarity with various rating scales and the specific level of perform-
ance associated with different points on these scales. The ultimate objective 0
such training is to increase each manager’s consistency in using rating scalcs
and to improve interrater reliability among managers. As a result, errof rfftcs
are minimized. At a minimum, managers need to be aware of potential rating
errors in performance appraisal. Strategies may be offered to help managcf:

both identify their errors and develop strategies to avoid making error™ Fo‘

example, managers may avoid distributional errors by improving their awar‘tj:S

ness of the appraisal tool and their understanding of the objective standar o
 used uate performance. Of course, the success of training effort®
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ngent on the existence of valid and reliable assessment instruments and
O formance standards.
clear p;‘he reality in organizational life is that, even with well-developed as-
ent rools and presumabl?r cff:cctivc management training programs, the
eSS of pcrforma.ncc appraisal is often tarnished not because of subtle or
unconscious distomon.s but. because of [?olitical pressures. Where political
essures ar¢ present, dlstorm?ns are anything but unconscious. Political pres-
qurcs may cause a manager to inflate, deflate, or completely avoid doing a per-
formance review. One common source of political pressure is the reality that
2 manager will have to continue working with a particular employee. A
diocre or poor review (although realistic), then, may be perceived as a
e—manager relationship and may upset the workplace
In such instances, a manager may inflate an appraisal

§¢SS

me
blemish in the employe

dimate and productivity.

o avoid the potcntial negative effects.
A manager may also artificially inflate an appraisal to permit awarding the

ce a merit increase or other financial reward. While this destroys the in-

employ
«ent of both the performance management and the compensation system, when
ficed with bread-and-butter issues, managers may choose to err on the side of

generosity toward the employee. Managers may also inflate an appraisal to pre-

vent an employee from having a written record of poor performance, to avoid
1 confrontation with an employee, or to reward an employee’s improvement
ons about performance appraisal,

performance. Quoting a manager’s observati
Longenecker, Sims, and Gioia (1987) noted: “The mere fact that you have to
ecord will cause people not

write out your assessment and create a permanent r
We soften the language be-

to be as honest or as accurate as they should be. . . .
ownstairs [the Personnel Department]

cause our ratings go in the guy’s file d pr
and it will follow him around his whole career.” As emphasized in this chapter,
performance should be assessed using objective critera. While 1mp.roved per-

formance review session

formance may be recognizcd and discussed during a per . WIEY
with an employee, it is important t0 stick with the critena when assigning a rat-
b]

ing to an employee’s performance- Although somewhat rare, there arc instance;
Where a manager inflates an appraisal to enable an .cmployec to be promote

“up and out” of the organization. This strategy obviously f'las mghly q;es;fn_
able legal and cthical aspects- Finally, managers may sometimes give a bre to

an employee who is havin ersonal problems: ) .
pD YﬂC \ Yhe = ra;gsj is also somCtimcs done to shock” an employee
eflating an app No evidence exists that

inte : : e alesson.

Into improvi h a rebellious employe :
ing ortoteachar : )

Such shock trcgatmcnts are cffec but managers often use stratcgles with un

Proven effecti Becaus mentation is usually required for em-
« i . Bec :
S deflate an appraisal to speed up the ter-
Ployee termination, managers m

: ly critical review could be
- L rovi
::illnatlon process. Fur!:_hcr m;); Cs,s al:; ctoan employee that he or she should think
ewed as a way of sending 2  Table 10.3 summarizes these and other political
jzanon. '

about leaving the organ!

tive,

5
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TABLE 10.3
Reasons
Managers
Inflate or
Deflate a
Performance
Appraisal

Reasons to Inflate Reasons to Deﬂam

Maximize merit increases for an Shock an employee back onto
employee, particularly when the a higher performance trac
merit ceiling is considered low Teach a rebellious employee 3 |
550
Avoid hanging dirty laundry out in Send a message to an o n
public if the appraisal information he or she should think abomyfe that
is viewed by outsiders the organization €aving
Avoid creating a written record of Build a strongly docy
mented
poor performance that would poor performance that o fecord of
become a permanent part of the the termination process Peed yp
individual's personnel file
Avoid confrontation with an
employee with whom the manager
recently had difficulties
Give a break to a subordinate
who had shown improvements
Promote an undesirable employee
“up and out” of the organization
SOURCE: Adapted from Longenecker, Sims, and Gioia (1987)
\

distortions to the appraisal process. Altering the a
purposes is not condoned here, but such tampering has occurred and jt s impor-
tant to recognize the potential for this behavior. An enduring aspect of perform-

ance appraisal systems is that implementation s often fraught with problems; as
we design performance management systems and ’

need to be cognizant of the many opportunities

ppraisal process for political

train managers in their use, we
for abuse and misuse.

Conducting Effective Performance
Management Interviews

and conflict. These are real concerns for bq
cmployees, given many employees’ negative experiences ™
Fc Mmanagement. In jnformal surveys that we conduct with 0% ch
Wpically learn that the great majority of students cither rarcly <
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- Encourage employee participation. Employee self-
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¢ evaluation or have had a poorly done evaluation, Finding a stu-

rm : tenl ;
e 10 has had a well-implemented appraisal is relatively unusual for us
N : 1 ’
fent The following arc techniques for a valuable performance evaluation:

coninet 17 uppmisa.l on an ongoing basis. Checking on how an

" nployee is pcrformmg.should be a rc'g.ular occurrence, not just done
Juring the forma.l :fl?meSﬂl process. Giving CQn.tinuous feedback is, after
L akey responsibility for managers. By providing ongoing feedback,

yrpriscs At the formal appraisal can be avoided.
st

J Falinte the frequency of a formal performance appraisal. The frequency

Sfdoing @ formal appraisal varies to some degree on an employee’s
crformance and longevity in the organization. For a high performer, an
annual appraisal (as well as ongoing informal feedback) may be
qufficient; such an assessment is usually done to reward good work, to
rcinforce existing levels of performance, and to discuss employee
development and promotion possibilities. For an average performer,
more frequent appraisals may be necessary to ensure that improvement
goals are on track and will be achieved. For marginal or poor performers,
formal appraisals may need to be held monthly (or perhaps more often)
to provide an opportunity for closer coaching and, if necessary,
disciplinary action.

. Prepare for the performance appraisal. At the appraisal session, the

manager should have a set of clear goals for the appraisal, be equipped
with data, have a strategy for presenting performance information, be
able to anticipate employee reactions, and be prepared to engage the
employee in problem solving and planning. An appropriate physical
location should be found, and relevant supporting information should
be available as a reference.

. Use multiple sources of information. Consistent with multirater or 360-

degree appraisal, obtaining performance information from several

sources is useful. This is particularly important in situations in which tl.lc
manager is unable to adequately observe an employee’s work,. th(': ]:ob is
highly complex, or the employee must interact with multiple individuals

inside and outside the organization. .

appraisal is commonly
used as part of the appraisal process. The employee may have grca;ter
insight into his or her own performance COncerns, and these aredob en
consistent with the manager’s assessment. An atmosphere Sho}‘l .
Created in which the appraisal is structured to benefit thcb cr(lili[gﬁtzfth,t 1
father than be punitive. This positive cnvironm'cnt m?);h : TR
Create given many employees’ negative pc%‘cepuon.s (l)beca fsc o,
4Ppraisal process. Employee Partidpation > e Vltacnt and the first step
¢mployee must assume accountability for improvemelit,
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to being accountable is understanding what needs to be done and by
involved in developing strategies toward that cffort. lmpro\'cmCnt Cing
should be viewed as a partnership between the manager and the
cmplovee.

6. Focus on future performance and problem solving. Reviewing past
performance during an appraisal is important, but the emphasis of
review should be on setting goals for the future and on generating
specific strategics for meeting those goals. In many cases, the employ,
will identify factors outside of his or her control that may contribyte t(c)
lower-than-expected levels of performance. These are certainly
appropriate to discuss during an appraisal session. Follow-up sessions
should also be scheduled as appropriate.

7. Focus on employee behavior and results, not personal traits. In almost g
cases, the purpose of performance feedback is to help employees improye
their work, not to change the person. The performance evaluation
session is not the time to change an employee’s values, personality,
motivation, or fit with the organization. If these are true problems, they
should have been considered during the selection process. The manager
should focus on behaviors and outcomes, not the value of the person.
Doling out condescending criticisms and reciting a litany of employee
problems are rarcly useful and are more likely to generate defensiveness
and resentment from the employee.

8. Reinforce positive performance. Performance appraisal sessions have
gained the reputation for being punitive and negative. One of the most
effective ways that a manager can ally oneself with an employee is to
ensure that the interview focuses on all aspects of performance, not just
the negative. As in other areas of life, rewarding and reinforcing positive
performance are essential aspects of productive human relationships.

9. Ensure that performance management is supported by senior managers.
The best way to destroy any effort at implementing a performance
management system is for word to get out that senior management is
cither unsupportive of or ambivalent about the process. Senior
management must assert and communicate that performance '
management is important to meeting organizational goals and that 1t
must be done at all levels of the workforce. If this message is absent or
weak, the performance management system will cither fade away of

become a meaningless burcaucratic exercise.

10 Planfo

Sllch a

IMbéﬂp activitics and pay attention to expected outcomes anﬂr S
bles. Given the complex and hectic nature of organizations, It ¥ “?
1 the “important but not urgent” aspects of work. prhf:)ns,
, they should be accompanied by timetables, Cfpccr?:lllc

s for follow-up. Without follow-up, the integrity oft
agement process is put into great jaPf‘fd)'-

o
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on judging employee behavior, Ty proce

itive in nature and was generally

e s, Derformance management, howevye

jcnlpli‘;css in which efforts are made not only
).

:clude training, work process redesign, and other changes th

An important aspect of performance mana
ant appraisal criteria for the employee’s p
e organization. Appraisal data may be ga
«hanisms, including self, subordinate, team

any organp-
Mplemeng.
ANCe appraisa] f,.

8§ was view
; o) 'cd ns
avoided by

r, implies

Ppraisals tq ;
perform

both Managers
AN IMprovement.

. . 4 rformanc
s¢ welop specific collaborative strategics to enpy ¢ but
¢

loyee performance results from an
filitative factors in the work environment. j
: bl

ance performance, Rec-
¢mployee’s skills, mot;-

gement is the development
osition and the ¢Xpectations
thered through a variety of
members, and multisource or

w0-degree feedback. Methods for organizing these data may involve 3
phic rating scale, ranking, a behavioral anchored rating scale, a behavioral
;bscrvation scale, a critical incidents record, and achievement of outcomes or
ojectives. The choice of approach is dependent on the job; the organizational
goils; and, perhaps most important, the culture of the organization, particu-
lurlyits readiness to confront performance issues honestly and openly.

Discussion Questions

L What is the distinction between
Performance appraisal and performance
Management?

: Wh)’.does the Joint Commission now
rc(llllr.c hospitals and other healthcare
Oganizations to have a performance
Management system? : ‘

pcr;(:rl; the relationship between

contn, SSCC ma.nag.ement and
e t; quality improvement;

o advantages and
SHtages to including discussions of

OI}. during 5 performance
Interview:?

5. What is the difference between
- performance appraisal rating errors and
political factors that influence the
accuracy of performance appraisal
information? '

6. How does a manager decide how often

to conduct formal performance
management interviews?

- 7. Why is employee pafticipatiQn in the

performance management process :
important? Under what circumstances 1S
employee participation not ncCcsganly

important?
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