4.
PERFORMANCE MANAGEMENT

Performance management is used to measure how efficiently and effectively an organisation is achieving its overall strategy and goals. Factors used to measure this can be:

· Financial, e.g. profit after tax, earnings per share, market share

· Non financial, but statistically based, e.g. staff turnover, levels of absence, feedback from employee or customer surveys

· Non financial, but opinion based, e.g. staff attitudes to development  and job satisfaction

It is about encouraging employees to work effectively so that their efforts are directed to achieving goals that support the overall strategy of the Firm and which therefore has a direct influence upon the direction and decision-making processes.

Whilst there is no legislation aimed specifically at performance management, it usually has a link to reward, and it is important that any system of assessment ensure compliance with:

Current PAYE and National Insurance Legislation

Equal pay legislation

The requirement to pay the national minimum wage

Current discrimination legislation

Setting the criteria upon which performance management is assessed will depend upon your Firms specific goals and strategy. 

Careful thought should be given to what criteria are used to measure performance and, as much as is possible, quantifiable criteria should be used to ensure fairness and consistency regardless of the individual making the assessment or the individual being assessed. The further away from measurable objectives a system moves, the less easy it is to be sure that there is fairness and consistency, and the more difficult it is to prove that the appraisal system in any meaningful way measures performance.

Criteria used to assess performance could include:

· Objectives (what gets achieved)

· Task outcomes (what gets produced)

· Behaviours (how the job gets done)

· Traits (what kind of person is doing it)

Objectives

Objectives specify desired achievements and focus performance on specific goals. They can be related to tasks or projects and are often expressed quantitatively, such as responding to all customer enquiries within three working days or increasing market share of super-widgets in the North of England by 10% in the next year. 

It is important to remember when setting objectives that it is difficult to make a balanced assessment of most people's contribution by relying solely on objectives for assessment. 

To test whether a job is suitable for measurement by objectives apply the SMART formula. SMART objectives must be:

Specific:
 

Formulate your objectives as concretely as possible and in positive terms

Measurable:


· Define the criteria for objective achievement

Attainable:


· Check that the objectives make good business sense and are in line with the strategic business objectives

· Check for any negative effects

Realistic:


· Make sure that the required resources are available

· Ensure that the person or group that are to achieve the objectives are able to drive towards it and to undertake any initiatives required

· Ensure that the ground is properly prepared and create a climate that supports achieving the objectives

Time-oriented:


· Set the appropriate time frame

· Define interim milestones where the time frame is more than three months

If it is impossible, or very difficult, to set objectives that meet these requirements then different measures may be more appropriate. 

APPRAISALS

Performance appraisal is something we would suggest occurs at least once a year. It gives both the Company and the employee an opportunity to discuss the employee’s performance, plan development within the company and highlight any training needs. 

It is the most formal and therefore structured part of the performance management process, and good managers will prepare very carefully for the meeting. 

During the appraisal meeting the appraiser should emphasise the positive aspects of performance, concentrating wherever possible on the performance improvement and personal development aspects of appraisal, though never failing to agree the shortcomings of the appraisee. The manager should remember his role is to ensure that the subordinate discovers his problems in his own terms and to agree ways in which they can be solved. 

It is therefore recommended that before the meeting, appraisers should properly prepare for the meeting and, in addition:

· Communicate frequently with subordinates about their performance

· Get training in performance appraisal

· Judge their own performance first before judging others

· Encourage appraisees to prepare and complete a self evaluation (using a copy of the performance appraisal)

· Collect information and feedback from others

· Study and think about appropriate performance ratings (if used)

The tone of the appraisal meeting itself is highly important to ensure that the appraisee feels confident that their performance is being discussed in a fair and objective way and to ensure clarity of understanding about the way forward for the next performance cycle. Structuring the meeting will ensure that the process achieves all its intended goals and that both the appraisor and appraisee have the opportunity to raise all the points they wish to discuss. This will strengthen rapport and encourage mutual respect

A suggested structure for the meeting is:

· Agreement of the purpose and expectations of the interview

· Joint review of performance using the evidence and the appropriate paperwork

(See Document 42 in the Forms Package)

· Discussion of achievements and problems

· Review of job description (if appropriate)

· Setting objectives for the next performance period

· Summary and agreement

During appraisal meetings, appraisers should:

· Warm up and encourage subordinate participation by starting the interview as positively as possible

· Be specific and judge performance, not personality and mannerisms

· Be an active listener

· Make detailed notes of the meeting to ensure the issues are identified and actions needed agreed.

· Agree goals for future improvement

· Avoid seeking out only faults. Ensure that the discussion is balanced, recognising what has been done well and generating constructive criticism of areas in which performance needs to be improved. 

· Use questions to have the appraisee identify the issue

· Agree exactly what the problem is and why it is a matter for concern and how it has hampered the individual and the team

· Ask questions to clarify the causes of the problem; avoid providing opinions as to the reasons and the motivations behind the problems

· Work together with the appraisee to identify and commit to a solution

· Summarise the points agreed, and timescale for resolution, at the end of the meeting

· End the meeting on as positive a note as possible.

The appraisee should leave the interview with a clear idea of their manager's overall opinion of their work, so that they know the areas where improvement is needed and the help which will be provided to make those improvements. If further discussion is required, an additional meeting should be arranged and the issues discussed in more depth.
After appraisal meetings, appraisers should:

· Communicate frequently with subordinates about their performance

· Continually assess progress toward goals

· Make some linkages between good performance and organisational rewards

· Ask appraisees to give appraisers feedback about their performance too

· Ensure that the timescales and dates set for further action and discussion are set and reviewed at appropriate points.

It is recommended that any paperwork relating to the appraisal system be retained as it allows:

· Appraiser and appraisee to be clear about what has been achieved and agreed

· Personal Development Plans and Portfolios to be kept current

· Future appraisals and development meetings to have conclusive evidence

· All people needing to use the outcomes of the appraisal to have clear information, these people may include:

a. Appraiser's managers

b. Departments evaluating the appraisal programme

c. Human Resources Function
Example of Employee Appraisal Form – see Document 40 in the Forms Package
