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LETTER FROM THE PRESIDENT
Nothing seems to cause more stress in a manager's life than employee performance
appraisal. Regardless of how well the system is designed, performance appraisals will
never be an enjoyable experience for most managers.
Given that organizations must do performance appraisal, how can we design the systems
to make them fair and as easy as possible for managers to implement? These questions
are addressed in the first article in this issue of our newsletter.
The second article in this issue outlines an approach that we have found successful in
explaining performance technology to top executives. We explain that performance
technology is a technology, like oil refining, data communication, manufacturing, or
whatever business the client happens to be in. By using comparisons to the client's own
technology they are better able to grasp performance technology as a way of engineering
human performance in an organization. We'd be interested in hearing of other approaches
you've used to sell or explain performance technology.
Please note on the last page of this newsletter, that our area code and zip code have
changed ,
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Like doing your taxes every year,
Most executives today are concerned with improving performance in their organizations.
performance appraisal appears to be one of After realizing that new and improved technology is only one way of improving
those necessary but unpleasant tasks that performance, many have begun to address the human side of their organizations. What
has to be done by every managerin medium
few executives realize is that there is a technology for improving human performance that
and large organizations, Most manage!S_~jsjusLas...systematic~d
scientific a~"harder" technologies such as manufacturing
and employees hate it, and often must be technologies, or engineering technologies. Of course, we're talking about performance -hounded or threatened before they will fill technology.
out the forms and conduct the face-to-face
meetings.
Personnel organizations are What is Performance Technology?
constantl y stri ving to improve the appraisal
process and make it less confusing by Performance technology is a powerful collection of methods and theories that enables
designing new forms, new training, and
systematic maximization of any organization's performance. Performance technology
new procedures. These "improvements"
gives us a way of analyzing the causes of problems in organizations and developing and
are often simply longer forms, more
testing solutions that solve those problems. Performance technology interventions or
complicated rating scales, and more steps
countermeasures include elements such as:
in an already complicated
and time
consuming process.
• Organization structure
• Job design
Given that we're stuck doing performance
• Feedback/information systems
appraisals, how can we make them simpler,
• Decision and control systems
(continued page 2 column 1)
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more objective, less time consuming, and
less aversive? In the remainder of this
article, we'll examine some proven
strategies for improving performance
appraisal systems, and critique some
common features of appraisal systems in
large companies.

Rating Versus Ranking
The absolute worst way of determining
overall ratings of employees is to rank them
inorderfrombesttoworst
Thiscommonlyused approach wouldn't be so bad if people
were ranked based upon objective measures
of their performance, but they're usually
not The rankings are based upon one or
more managers' opinions. Aside from the
bias involved in the ranking process, two
major problems with this approach are that:
• It discourages teamwork
• It is difficult to consider all jobs
the same.
By ranking one person against another, one
must lose for another to win. There is no
reason to help anyone else in your work
group succeed. It is easier to achieve a
higher ranking if your peers are not
successful.
Ranking employees thus
actually discourages
cooperation
and
teamwork, and fosters an environment of
competition.
A second problem with ranking employees
against each other is that all jobs are not
considered equally. People with lower
level/status positions tend to end up on the
lower half of the ranking more often than
their co-workers who have higher level or
more important positions. Managers may
claim to only look at performance, but the
clerks in the department never seem to end
up in the top 25%.

Forced Distribution
Another practice
common
in large
organizations is to distribute performance
appraisal ratings according to a bell-shaped
curve. What this involves is setting quotas
for the number of higher level ratings that
(continued page 3 column 2)
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• Training
• Compensation systems.

What's Unique About Performance Technology?
So far, performance technology probably sounds like many other approaches you've
heard of for improving performance. Management by objectives, quality circles/teams,
participative management, SPC/zero defects campaigns, etc., are all ways of improving
performance in organizations. In comparison to these other approaches, two factors are
unique to performance technology:
•

It examines all aspects of the work environment and the individuals in the work
environment, rather than concentrating on a single component such as objectives,
to make sure that all these elements work together as a "system" to produce the
desired performance

•

It involves the collection and analysis of quantifiable data on performance, and
produces measurable results.

Performance Technology is Just Like Any Other Technology
Performance technology is just like any other technology, such as computer technology,
telecommunications, ceramics, petroleum refming, information processing, etc. The
dictionary defmes technology as: ''The systematic treatment of an art, or applied science,
or a technical means of achieving a practical purpose." Technologies all have four
common attributes:
•
•
•
•

Knowledge bases that include theories and principles derived from research
Specific sciences in which cause-effect relationships have been well established
An engineering or manufacturing discipline to develop and build useful
artifacts
An operations or user component that uses the artifacts to produce some result.

Common attributes of technologies are depicted in Figure 1 below.

Figure 1: Common
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Figure 2 shows an example of how this diagram would look for petroleum refining
technology. You could build a similar diagram for whatever technology is familiar to the
executives you are talking to.

can be handed out. Company personnel
directors use this practice to avoid inflation
of ratings and thus keep labor costs from
rising too quickly. This practice is similar
to grading a test on a curve. If the instructor
writes a poor test, grading on a curve is a
correction
procedure
that helps to
compensate for the bad test Using a forced
distribution of performance appraisal ratings
is an attempt to correct a poor measurement
system, rather than make the measurement
system better.

Figure 2: Example-Refinery Technology
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Performance technology has developed over the last 30 years or so as a scientific way of
improving human performance in organizations.
Like other technologies, it has a
knowledge base, sciences, engineering and operations components. As you can see in
Figure 3, the engineering component is what we call performance engineering, which
involves designing major organizational systems such as those for compensation and
performance evaluation. Performance management is the day-to-day application of
performance technology in managing the organization.

Figure 3: Example-Perlormance
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It is unfair - a person who exceeds
all objectives
may end up
receiving
an average rating
because everyone else in her work
group performed well that year.
Once you label people as average
performers, they begin to believe
it, and their performance follows
suit.
It discourages building a high
performance
team through
careful selection, training and
good leadership.

• Expcric:ru:cdata
- Organizational
perfonnance
characteristics
- Hwnan capacity
- Design alternatives
- Learning strategies

- Selection and
development

It promotes mediocrity - it is
impossible to have a company of
winners by ranking everyone and
using a bell curve forced
distribution to decide on the
ratings individuals receive.

and (".onsequc:nccs

KnowledgeBase
-Laws
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So what's wrong with using a forced
distribution for performance appraisal
ratings?
Thispractice
does prevenC--managers from giving out all high ratings,
which is a major problem in some
organizations because it's the easy way out
for managers who are afraid to confront
their subordinates or who have an inflated
view of their own people. Some of the
major problems caused by using a forced
distribution are:

systems

(continued page 4 column 2)
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I've had managers in major companies tell
me that their boss told them that he knew
they did an exemplary job that year, but
could only give them an average rating on
the performance review, because the quota
for 5s had already been reached. However,
(continued page 4 column 1)
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the manager's comments never go in the
employee's file-the
appraisal does. If
this happens more than once, the employee
is likely to stop performing so well, and
adjust his performance to match the average
ratings he receives.

Tying Performance
Appraisal
Strategic Business Goals

How Does Performance Engineering Work?
A performance engineering project follows the same approach as an engineering project
in any other discipline. It begins with a scoping phase where the parameters and goals of
the project are defined, and proceeds through analysis, design, development, and
implementation.
Figure 4 depicts the phases and outputs in a typical performance
engineering project.

to

One way of tying your performance
appraisal system to your long -term business
goals is to link the goal setting and appraisal
processes. These are often viewed as two
separate activities by managers.
By
integrating these two processes, you assure
that the annual objectives that are set and
evaluated tie in with the organization's
overall annual objectives and its long-term
goals.

Figure 4: Perfonnance Engineering Project
Problem or Opportunity
Scoping

Outputs
• Problem or opportunity statement
• Performance dimensions targeted
• Organizational scope
• Project plan

• Data on existing performance
• Estimated performance
improvement potential (pIP)
• Changes required to achieve PIP

For example: The business goals in a
manufacturing plant may include
• Specifications on systems to be
developed or changed
- Organization structure
- Workflow
- Measurements
- Training
- Etc.

• Increased capacity
• Improved quality
• Improved productivity of machines
and people.
It is possible to evaluate each individual's
contribution to these goals whether they
are in Engineering, Production, Materials
or any other function.

• Detailed design
• Materials
- Instructions
- Training
- Computer programs
• Pilot test results

Performance ratings based on contribution
to business goals set up a system where the
company and the employees can all win.
A major telecommunications
company
takes this a step further by first identifying
core values they want all employees in the
organization to display. These core values
are things like "innovation" and "customer
orientation." When appraising employees'
behavior, they are evaluated based upon
the extent to which behavior demonstrates
the core values of the organization. This is
an excellent way of slowly changing the
culture of the organization from where it is
today, to where they want to be in the next
five years. A manager and employee sit
down and decide at the beginning of the
year how the employee will demonstrate
the core values in his/her job. In other
(continued page 5 column 1)

• Training
• Results data
• Changes

How Does Performance Management Work?
Performance management involves the application of the laws of human behavior in the
day -to-day management of the people in an organization. Most managers in organizations
can cite the rules for managing human behavior effectively, but few practice those rules
on a regular basis.
Figure 5 depicts the processes involved in applying performance management in an
organization. To use a manufacturing analogy, performance engineering is what the
people in the plant engineering department do-they
design systems to exploit
opportunities or solve problems. Performance management can be compared to what the
people who work on the plant floor do to make the systems operate on a daily basis, and
keep them operating to full potential.
(continued page 5 column 2)
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words, what specific behaviors should the
employee exhibit to demonstrate the values
in this job. Then, at the end of the year, the
employee is assessed on the degree to which
his behavior actually demonstrated the
values.
Frequency

Figure 5: Perfonnance

Management

of Reviews

Most performance appraisal systems suggest
that the manager and subordinate sit down
at least once a quarter and discuss
performance
and development
plans.
However, a performance appraisal form only
has to be filled out once a_~.
What
happens is that more than 90% of the
managers only sit down and discuss
performance with their employees once a
year, not quarterly. When surveyed, the
managers often explain that there is no need
to formally meet with the employee every
quarter. The employees receive ongoing
informal feedback on their work and always
know where they stand. However, when we
survey the employees, we find that most
don't know where they stand with the boss,
and getlittIeorno ongoing informal feedback
(especially positive feedback) throughout
the year.
To remedy this common situation, several
organizations
have redesigned
their
performance appraisal systems to include
forms that must be completed during each
quarterly review. Theresult most managers
still don't do the quarterly reviews and fill
out the forms.
If a manager is doing her job and giving
employees ongoing feedback on their work,
quarterly reviews shouldn't be necessary.
Some organizations attempt to use their
performance appraisal systems as a crutch
for poor management Mandating quarterly
reviews is not the answer. The truth is,
many employees don't need quarterly
reviews.
Experienced employees that
perform well probably only need a formal
appraisal and review once a year. Poor
performers and people that are new in a job,
probably need to be assessed every month
or so. It should be up to the manager to
decide how often an employee needs
feedback.

What are the Benefits That Can be Expected from Using Performance

Technology?

The single biggest benefit of using performance technology is results that can be
measured in improved performance. Some of the specific results we have achieved with
clients are:
•
•
•
•

Improved quality
Reductions in budget overruns and missed deadlines
Customer satisfaction improved
Reduced costs.

Performance technology works with all levels of employees from executives down to
individual contributors and works in all types of organizations. A less tangible but still
important benefit of applying performance technology is that employees like being
managed using this approach.
For Additional

Information

If you would like an e~~Q.ed version of this article, which has been published in the
October, 1989 Performance & Instruction Journal, please drop us a line and we'll send
you a copy. Other information on performance technology can be obtained by contacting
the National Society for Performance & Instruction in Washington, D.C. An excellent
magazine that reports on applications of performance technology in specific organizations
is Performance Management. It is published by Aubrey Daniels & Associates, 3531
Habersham at Northlake, Tucker, GA 30084.

STRATEGIC PLANNING BOOK
Ray Svenson has been awarded a publishing contract from Prentice-Hall for a book on
Strategic Planning for the Training Function. Ray is finishing the manuscript now, and
the book should be published in fall, 1990. We will provide you with information on
ordering a copy in a later issue of this newsletter.

(continued page 6 column 2)
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NEW PRINCIPALS
Guy Wallace and Mark Brown have been
appointed as Principals of Svenson &
Wallace, Inc. Guy has been with our
organization since 1983, is the resident expert
on designing performance-based training
curriculum architectures, and has created
some truly innovative
approaches
to
instructional design.
Mark Brown has been with Svenson &
Wallace since 1984. Mark's specialty is
achieving measurable improvement
in
performance through the use of training,
feedback and incentives.
In addition to
being Editor of this newsletter, he is a prolific
writer of articles which are published in a
variety of journals and magazines.

ANEW VOICE
If you've called our office in the last few
months, you may have noticed a new voice
answering the phone. Rachelle Salazar
joined Svenson & Wallace in September.
Rachelle's the one to talk to about scheduling
meetings or tracking down any of our
Consultants. She is a welcome addition to
our staff. We interviewed a number of
people before we found Rachelle, who has
excellent interpersonal skills, a high level of
intelligence, and great attention to detail.

ASSOCIATION FOR
QUALITY AND
PARTICIPATION

CONFERENCE
Mark Brown will be making a presentation
called "Pinpointing and Measuring Service
Quality" at this year's annual conference of
the Association for Quality andParticipation.
The conference will be in Cincinnati on
April 24-26, 1990. Other featured speakers
at this year's conference are Phil Crosby and
Tom Peters. Give us a call if you would like
additional information on this conference.
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Creating more forms to fill out and procedures to follow will not make good managers
out oflousy ones. The best performance appraisal system in the world is only a tool; one
that can be used correctly or incorrectly. An annual performance review should be
sufficient in most organizations. It is just too time consuming to expect managers to have
formal reviews with each of their employees four times a year.
Focus on Development

Versus Evaluation

A performance appraisal system should be designed to assess last year's performance,
and layout a development plan for improving next year's performance. In practice, most
are 90% evaluation and 10% development. A development or training plan is tacked on
the end of the form as if it was an afterthought. Personnel departments won't accept the
forms if the numerical ratings are not completed, but usually accept appraisal forms that
have incomplete development plans.

"

Most development plans are nothing more than a list of some courses that the employee
should take the next year. One of our clients has an innovative approach to performance
appraisal by changing the focus to about 60% development and 40% evaluation.
Assessment of last year's performance is separate from assessment of strengths and
weaknesses in a developmental sense. Detailed developmental plans must be developed
for each employee that specify activities for building on strengths and eliminating skill
deficiencies. The plan includes components for developmental activities that prepare the
employee for both current and future job assignments.

0

Conclusion
Performance appraisal may be an unpleasant task for most managers, but it's not likely
to go away in the near future. Even with all of the problems with performance appraisal
systems, they do force managers to give feedback to their employees at least once a year.
By following the suggestions outlined in this article it is possible to make performance
appraisal a more effective and less aversive process.

An expanded version of this article is available, so drop us a line if you would like a copy.
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