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Chapter 10: Performance Evaluation

Functions of Performance Evaluation

· Improve job matching

· Communicate organizational value and objectives

· Provide info for self-improvement

· Provide training and career development

· Determine pay and promotion for performance

· Refine and develop hiring screens

· Validate other HR practices

· Decide on retention/reduction of workforce

· Serve as legal defense

· Force managers to focus on performing functions they might otherwise avoid doing

These functions may be at odds – eg, multicriteria evaluations that are customized to the employee’s unique situation and circumstances may be most helpful in developing employee, yet pay for performance must be based on one-dimensional criteria and cannot be based on individually tailored criteria when used to distribute rewards

Characteristics of Different Performance Evaluation Systems

· Who/what is evaluated?

· Who performs (and has input into) the evaluation?

· Time frame

· Objective/formulaic vs subjective/impressionistic evaluations

· Relative vs. absolute performance (relative to your own previous performance vs sales volume, hours billed, etc)

· Forced distribution vs unspecified percentages (if forced, then there is relative perf evaluation going on, even if only implicitly)

· Multisource vs single-source evaluation

· Multicriterion vs single summary statistic

· Fine vs coarse performance distinctions (0 to 100 scale, A/B/C etc.)

Four Constituencies of the Evaluation System

1. Employee – must see the system as equitable and in line with general culture/strategy of firm.  

· Perceptions of procedural justice are important.  

· Individuals should have some impact on the process

· Evaluator should be seen as being informed and neutral

· Evaluator should be seen as having benevolent intentions (vs. agenda other than providing a fair evaluation)

· Criteria used should be salient to job performance (for forced %, groups should be larger rather than smaller so that very good performer doesn’t feel inequitably penalized for being in a super high performing group

· Process should reinforce social standing (eg, surreptitious monitoring may make employee feel devalued)

2. Evaluator – will tend to resist making distinctions when evaluations tied to compensation and firing decisions (ie, almost everyone is put into a middle category)

· Some firms have decoupled evaluations of performance for pay/promotions and those for feedback purposes, yet this is time consuming and may result in less incentive to provide quality feedback

· Evaluators should be evaluated based on the quality of the evaluations they give; otherwise, little attention may be paid to evaluation process

3. Management

4. Outside Constituencies – unions, government, courts

Five-Factor Analysis:  Analyze evaluation system in conjunction with strategy, technology and work organization, culture, workforce and external environment

Striking the right balance  

· Comparative performance evaluation – controls for impact of uncontrolled environmental variables so that relative performance reflects as much as possible things under the control of the individual being evaluated

· Coarse summary measures – blurring distinctions in the middle may result from weighing benefits and costs, costs of making too fine a distinction between performance grades = invidious social comparisons that lead to perceived inequity and associated dissent.   Making distinctions among those in the middle of the distribution is less beneficial than making distinctions among those in the tails

· Objective vs Subjective Measures
· Evaluation by Committee and Multiple Sources
There are few easy answers – best you can do is try to understand how the system being used helps or hinders the various functions that performance appraisal serves

When you design/evaluate a performance evaluation system, ask yourself:

· Is the main goal to produce a formal assessment (pay or promotion decisions) or to provide feedback that will aid the employee’s development? 

· Is performance evaluation (esp. at the individual level) even necessary?

