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SUPPORTING AN EFFECTIVE
PERFORMANCE APPRAISAL SYSTEM

The performance appraisals are still the source of considerable dissatisfaction for both
managers and employees. Drawing on own research, experience and recent literature study this
paper offers the multiple criteria decision aid (MCDA) approach for establishing an effective
performance appraisal system. The key elements of any appraisal process and requirements of an
effective performance appraisal system are identified according to the current theoretical and
practical issues related to human resource management. Then the model of performance appraisal
is developed using the author’s concept of bipolar reference system of performance profiles.
Performance appraisal is linked to the organization strategy by setting down desirable and
not-acceptable work results that must be achieved or avoided if company objectives are to be met.
Since the system’s results should be used in personnel decisions the extensive implementation of the
MCDSS BIPOLAR is proposed. Introducing the outranking preference structure into the set of
evaluated objects (individual or team performances) BIPOLAR answers the question: how good
or/and how bad is employee performance with regard to the expected company resuits.
Performance monitoring is provided in any moment of evaluation period by the visualization of
the comparative appraisal results.

1. INTRODUCTION

Performance appraisal is the process by which organizations evaluate job
performance. Employees seek feedback on their performance as a guide to
future behaviour. Supervisors and managers need to evaluate performance in
order to take decisions and to intervene with appropriate actions. The
following uses of performance appraisal information are mostly listed (Werther
and Davis 1989; Murphy and Cleveland 1991): « compensation adjustment
« performance improvement  staffing and promotions decisions e training and
development needs « informational improvement « job design adjustment.

Further, one emphasizes the crucial role of performance appraisal system in
an organization’s efforts to gain competitive advantage (Noe et al 1994).

Many organizations have recognized the importance of designing and
implementing (a performance appraisal system. Allan (1994) surveys some
contemporary examples of effective systems implemented in such organizations
as: PepsiCo, Xerox Corporation’s Reprographic Business Group, Bank of

* Department of Operations Research, Wroclaw University of Economics.
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America, Digital Equipment Corporation, Ensoning Corporation, American
Cyanamid Company. Different approaches have been developed in response to
organizations’ specific needs and circumstances.

However performance appraisal is still a source of considerable dissatisfac-
tion in many firms, for both managers and employees. Since performance
appraisal has the potential of benefiting the enterprise, what might be done to
overcome the weaknesses of many appraisals?

The main purpose of this paper is to propose to the appraisal system
designers (scholars and practitioners) the Multiple Criteria Decision Aid
(MCDA) approach for establishing an effective performance appraisal system.
The MCDA approach, has been yet successfully implemented in teachers’
performance appraisal procedure (Konarzewska, Jakubowicz 1990; 1991,
Konarzewska 1991).

The paper consists of four sections. In section 2 the appraisal process is
described. In section 3 the requirements of effective performance appraisal
system are identified to structure the problem of designing the appraisal
system. Then in section 4 the conceptual model of performance appraisal is
developed using the author’s concept of bipolar reference performance profiles
and multiple criteria performance evaluation approach. Finally, general
recommendations are offered to use the MSDSS BIPOLAR for performance
monitoring and other managerial purposes.

Some information about the experimental research project on the appraisal
system in the Polish fashion industry and concluding remarks close the paper.

2. PERFORMANCE APPRAISAL PROCESS

There is a consensus among the academicians and practitioners of
organizations that the organization cannot have just any performance appraisal
system. It must be effective and accepted. Are there any hints for developing or
selecting an effective performance appraisal system? What are the crucial
elements and features of such a system? Before we try to answer these questions
let us identify the key elements of any formal performance appraisal process and
let us characterize the commonly used appraisal methods.

The most generally understood use of the term “performance” (on
micro-level) is offered by industrial and organizational psychology by the basic
postulate:

Performance = Worker x Work Environment.

In other words, performance requires both a person and an environment,
and they must interact in some way (cf. Morf 1986, p. 15).
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In practice, the work performance is usually considered to be “a function
of” rather than “equal to” the product of the terms in the equation above.More
operational definitions refer performance to the results of an activity, e.g.:
“Performance on production jobs is the quantity of items produced that meet
quality specifications, and performance on non-production jobs is the number
of units and quality of service rendered”:

The extremely operational definition just says: “Performance is what the
supervisor’s rating measures”. But the question is: do they measure what they
are supposed to measure?

According to the definition given in the textbooks performance evaluation
(performance appraisal) “is a systematic process designed to assess the extent
to which employees are performing jobs effectively” (Milkovich, Glueck 1985,
p. 363).

Performance evaluation can be viewed as a process consisting of two main
phases (see Figure 1)

1) designing phase and 2) implementation phase.

| 1. Design ]
Personal and Identify elements
organizational of evaluation:
feedback purpose, object,
performance factors
Performance Select
measurement the evaluation

method

2. Implementation |

Fig. 1. Performance Evaluation Process.
Source: Milkovich, Glueck (1985).

The major decisions involved in designing performance evaluation concern:

— the object of the evaluation: what is an activity of which the performan-
ce is to be measured?

— the purpose of the evaluation: what are the questions to be answered by
the formal performance appraisal?
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— the performance measures/factors: what are the criteria in terms of
which the object is to be evaluated?

— the selection of the appraisal method: which procedures should be used
to fit the organization, the job and the individuals involved?

The importance of performance evaluations has led academicians and
practitioners to create many methods to appraise work performance. These
techniques are grouped into those that focus on past performance and that are
future-oriented (see Figure 2).

| PAST-ORIENTED APPRAISAL METHODS 1

o Rating scales o Behaviourally anchored rating scales

o Checklist o Field review method

e Forced choice method o Performance tests and observation

o Critical incident method o Comparative evaluation approaches
FUTURE-ORIENTED APPRAISAL METHODS ]

o Self-appraisal » Psychological appraisal

« Management by objectives e Assessment centres

Fig. 2. Performance Appraisal Techniques
Source: Werther et al 1989.

Past-oriented approaches have the advantage of dealing with performance
that has already occurred and, to some degree, can be measured. Futu-
re-oriented appraisals focus on future performance by evaluating potential or
setting future performance goals. The selection of an appropriate appraisal
method is closely related to the results of the identification subphase.

In the implementation phase we can distinguish at least two main
subphases:

— Measurement of actual values of performance criteria according to the
selected method, and

— Personal and organizational feedback.

The interpretation of performance data and the use of them in decision and
information processes in the organization is the one of the crucial elements of
the process (see Figure 3).

In fact the anticipated use of the evaluation information should be the
“opening” decision for designing and managing the appraisal system.
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— Reward Decisions « Compensation
« Promotion

o Transfer

o Dischange

o Layoff
> Individual Development Decisions e Performance improvement
Perfor_mance o o Feedback
appraisal o Training

I+ Employment Planning Decisions e Documentation
« Manpower plan
o Research

5 Job Adjustment Decisions o Job re-analysis
+ Standards reset

Fig 3. Uses of Evaluation Information
Source: author’s own.

3. SOME POSTULATES OF EFFECTIVE APPRAISAL

1. The first requirement of an effective evaluation system is that it must
produce the kind of data suited for the purpose of the evaluation (all sources).

Example: If the primary purpose of the evaluation is reward, then
job-related results are the criteria. Frequently, this implies a numerical rating of
performance. The various rating scales, performance tests or MBO method
provide such numerical ratings.

2. The performance factors (criteria) must be tied to the organizational
objectives (Milkovich, Glueck 1985) and strategies (Noe et al 1994; Allan 1994).

Comment: Organization typically follows some strategy or strategies
tailored to its specific situation and mission. Strategies are implemented by
identifying the short-term objectives and then individual results and behaviours
needed to carry out the strategies. Increased sales, increased market share,
improved quality of services, return on investments, cost minimization ~ wha-
tever the objectives, they must get translated into specific behaviours and/or
results for each job. To them should be related the criterion measures in
effective performance appraisal system.

3. Rating factors should be as objective as possible (Allan 1994).

Comment: The oldest and widely used appraisal method — rating scale
requires the rater to provide a subjective evaluation performance on each
criterion corresponding with general personality characteristics: initiative,
dependability, cooperativeness, sociability etc.
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Dimensions such as initiative and dependability may be useful and
appropriate if they can be expressed in terms of behaviour or work result.

4. Since success on the job is due to a number of factors, multiple criteria
are necessary to measure performance completely (Landy and all. 1982). The
relative importance of the criteria may be a topic of negotiation between
employer and employee.

Example: Multiple criteria used in an MBO Evaluation for Salespersons
(Milkowich, Glueck 1985, p. 383): number of sales calls, number of new
customers contacted, number of wholesalers stocking new product, sales of
specific products, customer complaints/service calls, number of sales reports in
home office within one day of the end of the month.

There is a list of requirements related to implementation phase (Allan
1994), e.g.:

5. The appraisal system should be practical:

~ easy and economical to operate,

— performance rating should be documented,

— should provide for performance monitoring, a review or appeals
process etc.

6. Appraisal should be free of bias.

7. The system results should be used in decisions and in communication
within the organization.

The last requirements corresponds with the first one and emphasizes the
role of organizational and personal feedback in the performance improvement
process.

4. MCDA APPROACH TO PERFORMANCE APPRAISAL

The purpose of this section is to propose the multiple criteria analysis
model for structuring and designing the performance evaluation system. The
model seems to follow the most important requirements listed above and avoid
some shortcomings of other appraisal methods. The microcomputer implemen-
tation of method allows immediate analytical and decision support in
performance evaluation process.

The multiple criteria decision aid model BIPOLAR (for discrete alter-
natives) is to be applied to the performance evaluation problem. BIPOLAR
and its microcomputer implementation (in form of a stand-alone MCDSS:
BIPOLAR and OptiChoice) has been widely presented in Konarzewska (1989
and 1991).

Below we outline the BIPOLAR model approach without the formaliza-
tions and technical details.
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Following the methodology just presented in section 2, let us assume that
the primary use of performance evaluation data will be the reward system for
employees in particular the company unit. The workers are performing
different operations to complete the final consumer products. The skills and
experience of performers are not equal. They complain about the lack of
individual approach to work results appraisal and imperfect compensation
system. It implies the numerical, result-related rating of individual performance
and need official ranking of performers.

The BIPOLAR model requires to identify the following elements of the
appraisal system:

— finite set of evaluated objects (since the number of performers is limited
we will deal with a discrete set of performance objects),

— performance criteria (dimensions of performance objects; some of them
have cardinal measures of performance like the number of product units per
day, some use ordinal scales, e.g. complexity of operation),

— particular characteristics of criteria (the criteria evaluations are to be
maximized or minimized or be as close as possible to some desirable values),

— weights of relative importance of the performance criteria (the relative
importance of criteria may be a topic of negotiation between employer/rater
and employees),

— outranking threshold value (or accordance level sets what fraction of all
criteria is necessary to establish the final ranking) and

— bipolar reference system of performance settings.

The BIPOLAR model’s distinctive feature is that users of performance
appraisal system (employer and employees) are able to discuss and to
determine two sets of reference performance profiles: desirable and
non-acceptable ones. Both reference sets of objects: good and bad ones should
reflect the employee aspirations and constraints as well as organizational
objectives and anti-objectives. Good and bad reference performance profiles
should be formulated using the same performance factors and criteria scales
that are used to measure evaluated performance objects (in fact in the
measurement phase we produce three evaluation matrices).

The concept of bipolar reference performance settings allows to link the
appraisal system to company strategy by setting down at the beginning of
a fiscal year (or other evaluation period) the work results: desirable and
not-acceptable profiles of performance that must be achieved and/or avoided if
company strategies are to be followed.

The general idea and key elements of performance appraisal system based
upon the bipolar reference performance profiles is depicted in Figure 4.

In some aspects BIPOLAR performance evaluation method is similar to
another individual evaluation technique in use today, known under the name:
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Personnel
-~ and other |—————————— |
Decisions

T

Bipolar
-————————— Performance || - ~— —— — — — — -
Appraisal

I

I |
I I
I T I
I I
| |

Multicriteria
Performance
| Measurement {
Personal Organizational

Feedback ! Feedback

| Bipolar _ |
+ .to Performance-related t.o
achieve .. avoid
Objectives

I
I
I
i

Personal
Objectives
and Strategies

Organizational
Obijectives
and Strategies

Fig. 4. Key Elements of Performance Appraisal System based upon the Bipolar Reference
Performance Profiles
Source: author’s own.

Management by Objectives (MBO) (listed among future-oriented appraisal
methods in Figure 2). In this system the supervisor (rater) and employee to be
evaluated also jointly set objectives in advance for the employee to try to
achieve during a specified period (but only the desirable ones).

“The technique encourages, if not requires, them to phrase these objectives
primarily in quantitative terms. The evaluation consists of a joint review of the
degree of achievement of the objectives.” [...] “This technique has become very
popular because of the high degree of employee involvement” (Milkovich,
Glueck, 1985, p. 381). In practice MBO programs have encountered difficulties
(Werther, Davis, 1989, p. 321). The reason is that frequently the objectives are
too ambitious and the result of performance evaluation is very frustrating for
employees.

In our approach the bipolar objectives setting tries to eliminate the effect of
over and under-estimation of objectives. The bipolar reference system of per-
formance profiles is a tool of the modelling of the employee motivations to work.
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Examining the question whether people are trying to reach success with the
some intensity as they want to avoid failure we have found in recent descriptive
models that motivations S to reaching success and motivations F to avoiding
failure do not play a symmetrical role. Motives S and F have an impact on the
decision separately not only by their difference S—F (Nowakowska 1980).

By introducing the outranking preference structure (see Konarzewska 1989,
1990) in the set of evaluated objects (individual or team performances) the
BIPOLAR system allows us to answer the question: how good and/or how bad
is an employee performance with regard to the expected company results. At
the same time it tries to predict the potential success or failure of the given
performer, not just to evaluate his/her past or present performance. The essence
of the BIPOLAR analytical procedure consists in that evaluated performance
results to particular individuals are not compared to each other. Instead, they
are confronted with the reference performance objects in bipolar reference
system. As a result of this confrontation every evaluated individual performan-
ce object is described by two indicators calculated by BIPOLAR:

— the degree of reaching success (rS),

— the degree of avoiding failure (aF).

This information is communicated to users in a numerical and visual way
(see Figure 5).

BIPOLAR problem: Seamstresses’ performance appraisal

| Final Position Visualization for Object LI 1L Result |

S=1 S=0 aF=0 aF=1
EEEEEEES |EESEEEAEEEEEEEAEEAEESENENGNEE
EEENEEES JEEEEEEEENENEENNGE
* ENANENENEERESNNNENEN NSNS SN NN N AN AN NN
EREAE {ENN NN AR EENNEAERE
um Summmm
amEn OEmaEnEEEEEEEN *
* EEENEEEESNENNANNENEEEEEEES /S NEENEASEENENENSENENEREN
TITRITIIEI
* ANAAREENNENSEERENNNENS ONuNEEEEEEEENNENEEEEEEENEES
* gnuEEsansEaeuannas/} eEEEEEEEENEEENEEEENEEEEE

l threshold value = 0.60 incer + — decr F3 next P1 help

Fig. 5. MCDSS BIPOLAR Screen: Final Position Visualization for ten performers
Source: author’s software.

It can be immediately interpreted in terms of performance success and
performance failure for each particular performer (feedback information).
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The coordinate rS informs what position the evaluated object has with
regard to the reference objects associated with personal and organizational
success (e.g. overgood, incomparable...) and how intensive this position is.

Analogously, the coordinate aF describes the object position with regard to
the reference objects associated with company failure (e.g. underbad, incom-
parable .. ).

Both position characteristics: rS and aF introduce independently two
partial preorders into the set evaluated individual performance objects.
Considering the intersections of these two preorders the BIPOLAR system can
be used:

— to sort the objects into some categories (mono- and bipolar-sorting) (see
Figure 6 and 7),

— to rank them from best to worst (mono- and bipolar-ranking) (see
Figure 8 and 9).

For reward decisions the most useful information we find in Figure 8 and 9.
The information in Figure 6 and 7 may be useful for employee development
program. Making reference to the requirements of effective appraisal system
(section 2) we can say that the system appears to be practical: easy to operate,
providing the documentation of performance subjective and objective data.
Finally, it can serve as an important performance facts record in case of any
appeals process.

BIPOLAR problem: Seamstresses’ performance appraisal

Final Mono-Sortings IL Result l
pro-success anti-failure
class1:3 7 9 10 class1: 1 2 3 4 7 9 10
class 2: 1 2 4 5 6 8 class2: 5 6 8
class 3 : class 3 :

L file : colthes F5 objects F1 help F2 prev F3 next ESC menu J

Fig. 6. MCDSS BIPOLAR Screen: Final Mono-Sortings
Source: author’s software.
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BIPOLAR problem: Seamstresses’ performance appraisal

133

Final Bipolar Sorting

” Resuit I

class 2 : 1

class 3: 5

class 1: 3 7 9 10

23

6 8

Final Bipolar Sorting is based on
Mono-Sortings intersection.

Objects characterized by dS=0 or dN=0 are not considered

l file : clothes

F5 objects F1 help F2 prev F3 next

ESC menu

Fig. 7. MCDSS BIPOLAR Screen: Final Bipolar Sorting
Source: author’s software.

BIPOLAR problem: Seamstresses’ performance appraisal

L

Final Mono-Rankings

]L Result |

pro-success

order : 7>10>
5

anti-failure

9= 31> 2> 4> 8> 6> order :1> 9> 3= 7=10> 4> 26> 8>

5

Final Mono-Ranking are based on Mono-Sortings
and on values of degree respectively:

reaching SUCCESS and avoiding FAILURE.

file : colthes

F5 objects F1 help F2 prev F3 next

ESC menu —I

Fig. 8. MCDSS BIPOLAR Screen: Final Mono-Rankings
Source: author’s software.
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BIPOLAR problem: Seamstresses’ performance appraisal
L Final Bipolar Ranking H Resulﬂ

order : 7>10> 9> 3 1> 4> 2 6> 8> §

Final Bipolar Ranking is based on Bipolar
Sorting and Total Achievement.

Total Achievement = degree of reaching
SUCCESS + degree of avoiding FAILURE.

[ gile : colthes F5 objects F1 help F2 prev F3 next ESC menu

Fig. 9. MCDSS BIPOLAR Screen: Final Bipolar Ranking
Source: author’s software.

5. CONCLUSIONS

The paper reports the first results of a research project concerning designing
of performance appraisal system in a Polish clothes manufacturing company.
We have focused first:

— on the evaluation process structure,

— on the requirements of effective appraisal system and

— on the state-of-art in appraisal techniques.

Then we have presented the idea of multiple criteria performance evalua-
tion system based on the BIPOLAR model and decision support system. This
phase of general problem recognition allows us to think about the BIPOLAR
implementation in a prospective way. The BIPOLAR performance appraisal
system will answer the question: how good and/or how bad is an employee’s
performance with regard to the company strategy. The performance monito-
ring will be provided in any moment of evaluation period by the visualization
of the comparative appraisal results.

REFERENCES

Allan, P. (1994): Designing and Implementing an Effective Performance Appraisal System. “Review of
Business”, vol. 16, No 2. Business Research Institute, St. John’s University.

Konarzewska-Gubata, E. (1989): BIPOLAR: Multiple Criteria Decision Aid Using BIPOLAR
Reference System. Document du LAMSADE 56. Université de Paris-Dauphine, Paris.



SUPPORTING AN EFFECTIVE PERFORMANCE APPRAISAL SYSTEM 135

Konarzewska-Gubata, E. (1991): Wspomaganie decyzji wielokryterialnych: System BIPOLAR
[Multiple Criteria Decision Support: System BIPOLAR]. AE, Wroclaw. Prace Naukowe AE
[Research Papers of the WUE] No 551, series: Monographs and Elaborations No 76.

Konarzewska-Gubala, E., Jakubowicz, S. (1990): Individual Performance Apprgisal Procedure Using
MCDSS BIPOLAR. Paper presented at IX-th International Conference on MCDM, Fairfax,
USA.

Konarzewska-Gubala, E., Jakubowicz, S. (1991): Zastosowanie opisu referencyjnego do wielo-
kryteriowej analizy leksji [The Use of Reference Description to Multiple Criteria Analysis of
Iessons]. UL, L6dz. Acta Universitatis Lodzienensis, Folia Physica No 14.

Landy, F. J., Farr, J. L., Jacobs, R. R. (1982): Utility Concepts in Performance Measurement, in:
[Organizational Behaviour and Human Performance] No 30, pp. 15-40.

Milkowich, G. T, Glueck, W. F. (1985): Personnel. Human Resource Management: Diagnostic
Approach, 4th ed., Business Publications, Inc.

Morf, M. (1986): Optimizing Work Performance. Quorum Books.

Murphy, K. R, Cleveland, J. N. (1991): Performance Appraisal. Alyn and Bacon.

Noe, R. A, Hollenbeck, J. R., Gerhardt, B., Wright, P. M. (1994): Human Resource Management.
R. D. Irvin Inc, Boston.

Nowakowska, M. (1980): Nowe idee w naukach spolecznych [New Ideas in Social Sciences].
Ossolineum, Wroctaw.

Werther, W. B., Jr., Davis, K. (1989): Hwmnan Resources and Personnel Management. McGrow-Hill
Book Company, New York.





