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Foreword
I am pleased to write a foreword for this book titled ‘A Practical Handbook

Performance @ Results’ by Mr. Rajasekhar Kandepu and Mr. Bhagirath V. Shanbhag.
Human Resource Management (HRM) is critical for any organization’s success and
effectiveness. The role of HRM in the organization is that of a strategic business
partner. No organizational strategy can be formulated without giving a proper
consideration to people issues. Be it mergers or acquisitions, restructuring,
organizational transformation, or business expansion, HRM has a role to play in all the
above mentioned strategic decisions. HRM also has the role of an activist. HRM
function should fight for the rights of the employees. It should develop a strong bond
with the employees and should form a bridge between the management and the
employees. Effective HR professionals should build personal relationships of trust and
should communicate clear and consistent messages with integrity. Overall, HRM is
necessary for fulfilling the expectations of an organization's stakeholders.

Given the importance of HRM function in organizations, it is unfortunate that we
do not have many good texts in the market on this subject. There is a lack of
understanding the Indian business context and how it shapes the HRM function. The
present book is very appropriate as it discusses Performance Management, one of the
most important HRM function, keeping the current Indian and business contexts in
mind. The books present a detailed discussion of Performance Management practice
and will serve a useful guide to both academicians as well as practitioners. The book
chapters are very well thought-out and well crafted.

All efforts on writing and discussing issues on people management are welcome
and are dearly needed in the Indian context. I believe we need many more such efforts
to understand the complex issues involved in performance management in
organizations. I congratulate the authors for their effort and wish the readers happy
reading.

With best wishes!

Prof. Vishal Gupta
Associate Professor, Organizational Behavior Area,

Indian Institute of Management, Ahmedabad.



Preface
I believe that, I have grown in my career with simple practices like “smiling at

people, sensibly responding to people, responsibly and timely interacting with people
in their feelings and situations and socializing with people”. Right from my School as
well as College days, I had the opportunity to actively participate in Students’ Union
Activities (in leading movements for various students’ problems ranging from
scholarships to hostel mess, basic amenities, representing to Authorities and so on).
This consequently and also gradually culminated in carving out intensive HR skills in
me to connect and blend with people and causing momentum in them.

This exposure substantially supported me in co-existing with people in corporate
environment by promoting coaching, practicing counseling and mentoring through
motivational interactions and gradually and unconsciously I have developed flair for
fielding Performance Management System (PMS).

While, I have always been writing some article, extract or prose on different
topics through continuous years, I took the opportunity to write “Elements of
Functional Administration” in the year 2004. I got that title released through the
golden hands of Dr. P.C. Shejwalkar, famous Management Guru in Symbiosis Campus
(SIMS) with the immense support from the close friends of NIPM, Pune Chapter.

I must admit that it is quite a tough task for a working professional to attempt
and take up “writing a book”, with the kind of tight work schedules and deliverables
he/she comes across.

In this process, I wish to acknowledge thanks to my friends Ravikumar Matta,
Anil Kalaga (L&T), Prof. Anjaneya Sharma and Mahesh (VJIT), Navnidh Karaka and
Trushant Pallicha for extending support to me in thought sharing on different topics
and approach in compilation/presentation. This is further supported by Sravan
Kotamarthi who assisted me in compiling the visuals and graphics in addition to
carefully going through the content to keep the flow in order. Special thanks to my
friend Mr. Pravin Nirula and Dr. Rajkumar (HR, Footprints).

I also acknowledge thanks to a few young boys and girls – Geethanjali, Divya,
Gayathri, Madhuri, Sireesha, Sainath, Chandrasekhar, Swarna Rajasekhar, Samba,
Anjana and Siva who took dictations from me on different odd days and timings



during the compilation of topics. It is also important for me to thank my first son-in-
law Rajesh Koniki and my eldest daughter Kiranmayi for the thought sharing on a few
topics.

In this course of time, my colleague Bhagirath Shanbhag came forward to
contribute to the book on Employee Engagement which is an emerging HR
intervention, I wish to thank him for making it value added.

It is a very important for me to place on record my sincere thanks to
Sri Anuj Pandey, Himalaya Publishing House Pvt. Ltd. for encouraging me by enabling
my authoring ambition became realized in life.

I wish to express immense thanks to Prof. Vishal Gupta, Associate Professor,
Organizational Behavior Area, Indian Institute of Management, Ahmedabad for
consenting to my request for sharing FOREWORD.

When I first opened up the thought to choose my topic PERFORMANCE for
writing a book, S.V. Nathan (Deloitte) and L. Prabakar (ITC) seconded my thoughts big
way, followed the same way Srini and Rukmini (The UB Group). Vasant Sanzgiri
(Shapoorji Pallonji Group) who always encouraged me that I should bring out my
book soon, even when I was undergoing tightly scheduled deliverables.

Lastly, it will be incomplete and unfair if I do not mention the unconditional
patience my wife extended to me while she sacrificed many weekends and late hours,
in my readings through, scribblings and compilations through a number of telephonic
interactions in the comprehension of worthy content for the book, thus I thank her
too from my heart.

Rajasekhar Kandepu
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1
Performance Management

EVOLUTION AND FRAMEWORK

To perform is to do. To do something which is desired or expected. Thus,
performance is an act of doing something which is either desired or expected in the
fulfilment of a job or function that can be identified and also quantified. Performance
is the execution or accomplishment of an action or a given task measured against
certain pre-set known standards of accuracy, completeness, cost and speed.

“Business Performance” of an organization is the sum total of the cumulative
performance of people working in that organization, handling different roles and
responsibilities.

Performance is the resultant outcome of a set of actions generated out of certain
knowledge, skill, supported by a physical or mental effort and expected to be driven by
an attitude.

Performance ‘is the driving force’ and also a vibrant factor that ignites momentum
in the business or service excellence of an organization.

Every organization requires metrics to measure, differentiate the merit and also
the extent of contribution, thereby suitably reward the performance, just and fair.

It is mostly mistaken by many people that the minute an organization initiates
‘Performance Appraisals’, they dream about increments. And also, it is mostly
mistaken that the activity of ‘Performance Appraisals’ is the ‘Performance
Management’ which is not correct, in its entirety.
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‘Performance Appraisal’ is one vital aspect of the “Performance Management
System”, resulting which is an evaluation of the employees in an organization focused
on multiple dimensions like the track of performance skill set, identifying gaps in
competency and performance; identifying improvement areas in knowledge, skill set
and behaviour, future potential as well as developmental actions.

Thus, the ‘Performance Management’ encompasses a comprehensive spectrum
while ‘Performance Appraisals’ focuses on evaluation of performance, competency and
behavioural attributes, but not just an evaluation limited towards awarding increments
alone.

Concept

Performance Management System (PMS) provides an efficient opportunity for
the employees to understand the organizational goals and objectives and contribute
towards realizing the same by effective and efficient performance. Thus, PMS enables
every employee of the organization to participate in the strategic business planning/
implementing process in determined timelines, by demonstrating their knowledge,
strengths and competencies.

Performance Appraisal is also known as ‘performance evaluation’ and ‘merit
rating’ and has been used as a conventional tool to assess and evaluate employee
performance. In traditional performance appraisal systems, there is more emphasis on
unidirectional flow of information wherein, the immediate superior evaluates
subordinates’ performance and informs them about the evaluation.

Often, such performance appraisal has been seen by both the supervisor and the
subordinate as a task that must be endured, rather than as a process which can
facilitate or improve performance. Many a times, it is carried out in a manner that is
isolated and too formal and therefore, seems like an organizationally sanctioned
activity occurring once or twice a year. Performance appraisal is to be considered as a
part of a more strategic and integrated approach that links Human Resource
Management and business objectives.

Therefore, performance appraisal transitioned into a more comprehensive HRM
system namely – performance management. The term “Performance Management”
was first coined by Beer and Ruh (1976) while referring to a system implemented at
Corning Glass. Armstrong and Baron (1998) suggest performance management to be
“a means of getting better results from the organization, teams and individuals by
understanding and managing performance within an agreed framework of planned
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goals, standards and competence requirements”, while Mohrman and Mohrman
(1995) understand it to be a “broad term that has come to stand for the set of practices
through which work is defined and reviewed, capabilities are developed and rewards
are distributed in organizations”.

Mone and London (2002) made significant contribution to performance
planning with specific focus on goal setting in the context of performance
management. They devised a detailed logical sequence of goal-setting process which
proposed that both managers and employees must understand organization’s mission
and vision, review organization’s current goals strategies and tactics, review
departmental goals, and develop a draft of their performance and development goals.

Performance Management encompasses the most important people issues in
organizations. Performance Management includes the entire relationship an
organization has with the people they employ.

Performance Management is the process of creating a work environment or
setting in which people are enabled to perform to the best of their abilities. It is a
whole work system that begins when a job is defined as needed and expectations
are clearly communicated to the employee. It ends when an employee leaves the
organization. A few definitions of Performance Management given by some
authors are:

 Bititci Carrie and McDevitt define Performance Management as a “process
by which the company manages its performance in line with its corporate and
functional strategies and objectives”.

 According to Daniels, performance management is “a scientifically based,
data-oriented management system. It consists of three primary elements –
measurement, feedback and positive reinforcement.”

 The process of motivating employees through setting goals, measuring
progress, giving feedback, coaching for improved performance, and
rewarding achievements.

 Walters defines Performance Management is the process of “directing and
supporting employees to work as effectively and efficiently as possible in line
with the needs of the organization.”

 Armstrong and Baron defines “Performance Management is a strategic and
integrated approach to delivering sustained success to organizations by
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improving the performance of the people who work in them and by
developing the capabilities of teams and individual contributors”.

Generally, these days, every organization set some key competencies for a
job/role to attain good performances from their employees which will make them
reach the organizational goals easily. There comes the Competency Mapping.

Competency Mapping is a process of identifying key competencies for an
organization and/or a job and incorporating those competencies throughout the
various processes (i.e., job evaluation, training, recruitment) of the organization.
(Detailed topic covered on Page No. 78 to 88)

MEASURE PERFORMANCE AGAINST COMPETENCIES

Organizational success requires high performance from leaders. Leadership
performance that is managed on the basis of competencies rather than personality is
effective and actionable because research proves that one cannot change personality.
High performance organizations require a high performing workforce. Business
Improvement Architects works with organizations to increase productivity by
ensuring that they have the right people, with the right skills in the right roles. We
need to coach executives to help them identify the required competencies for
themselves and their leaders. We also coach managers to help identify the necessary
competencies for themselves and all levels of their staff. And now here comes the role
of Performance Management. A performance management system includes the
following components:

 Develop clear job descriptions.

 Select appropriate people with an appropriate selection process.

 Negotiate requirements and accomplishment-based performance standards,
outcomes and measures.

 Provide effective orientation, education and training.

 Provide ongoing coaching and feedback.

 Conduct quarterly performance development discussions.

 Design effective compensation and recognition systems that reward people
for their contributions.

 Provide promotional/career development opportunities for staff.
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 Assist with exit interviews to understand why valued employees leave the
organization.

The US Office of Personnel Management (OPM) indicates that Performance
Management consists of a system or process whereby:

 Work is planned and expectations are set

 Performance of work is monitored

 Staff ability to perform is developed and enhanced

 Performance is rated or measured and the ratings summarized

 Top performance is rewarded.

A Comparative Understanding

Performance Appraisal (also referred as performance evaluation) can be
defined as the formal assessment and rating of individuals by their managers at, usually
in a quarterly, half-yearly or on an annual review with an outcome towards a purpose.
In contrast, Performance Management is a continuous and much wider and a more
comprehensive process of management that addresses mutual expectations,
emphasizes the support role of managers who are expected to act as coaches rather
than judges and focuses on the future in accordance with the demonstrated
performance as reviewed from time-to-time.

Performance Appraisal Methods

1. Critical Incident Method: The critical incidents for performance appraisal
is a method in which the manager notes both positive and negative
performance behavior of employees throughout the performance period.

2. Weighted Checklist Method: This method describe a performance
appraisal method where rater familiar with the jobs being evaluated prepare a
large list of descriptive statements about effective and ineffective behavior on
jobs.

3. Paired Comparison Analysis Method: Paired comparison analysis is a
good way of weighing up the relative importance of options. A range of
plausible options is listed. Each option is compared against each of the other
options. The results are tallied and the option with the highest score is the
preferred option.
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4. Graphic Rating Scales Method: The Rating Scale is a form on which the
manager simply checks off the employee’s level of performance. This is the
oldest and most widely used method for performance appraisal.

5. Essay Evaluation: This method asks managers/supervisors to describe
strengths and weaknesses of an employee’s behavior. Essay evaluation is a
non-quantitative technique. This method is usually used with the graphic
rating scale method.

6. Behaviorally Anchored Rating Scales: This method is used to describe a
performance rating that focuses on specific behaviors or sets as indicators of
effective or ineffective performance. It is a combination of the rating scale
and critical incident techniques of employee performance evaluation.

7. Performance Ranking Method: Ranking is a performance appraisal method
that is used to evaluate employee performance from best to worst. Manager
will compare an employee to another employee, rather than comparing each
one to a standard measurement.

8. Management By Objectives (MBO): MBO is a process in which
managers/employees set objectives for the employee, periodically evaluate
the performance, and reward according to the result. MBO focuses attention
on what must be accomplished (goals) rather than how it is to be
accomplished (methods).

9. 360-Degree Performance Appraisal: 360-Degree Feedback is a system or
process in which employees receive confidential, anonymous feedback from
the people who work around them.

10. Forced Ranking (Forced Distribution): Forced ranking is a method of
performance appraisal to rank employee but in order of forced distribution.
For example, the distribution requested with 10 or 20 per cent in the top
category, 70 or 80 per cent in the middle, and 10 per cent in the bottom.

11. Behavioral Observation Scales: Behavioral Observation Scales is frequency
rating of critical incidents that worker has performed. Most of the companies
or organizations follow 360-degree performance appraisal.
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PURPOSE OF PERFORMANCE MANAGEMENT SYSTEM

The purpose of Performance Management System (PMS) process is to define, set,
monitor, coach and improve people performance in an organization.

It also aims:

 To drive results.

 To build capability.

 To crave up consequences.

 To align the behaviour of its human resources inline with the organization’s
core values, goals and strategy.

Within an organization, different business enterprises or units may require
different business objectives in alignment with their corresponding competitive fields.

An effective communication with clarity of purpose which has to be forwarded to
all the concerned (covered) executives in the organization, detailing the guiding
principles for PMS.

These guiding principles express out the foundation and philosophy for the roll-
out of performance management across the organization, for the particular financial
year.

Performance Management initiative is intended to drive the achievement of key
business results. Thus, performance management system is designed and fielded
across the organization to create framework for the accomplishment of organizational,
divisional, departmental and individual goals.

In any organization, employees are expected to be in constant learning and
growth mode by demonstrating role specific competencies, i.e., knowledge, skills,
attitude and traits that are critical to business excellence.

In this direction, coaching and monitoring initiatives are constantly applied to
provide ongoing support to employees to enable them develop and apply new
competencies.

Performance management will vary from its form of application to salespeople,
production or maintenance staff as well as those in R&D within an organization.
Similarly, the most suited performance management for industrial engineers system in
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manufacturing unit may not be compatible for financial analysts in a financial service
unit.1

Objectives of Performance Management

 PMS provides feedback to Appraisee about his/her performance in various
targets, tasks, status of achievement, non-achievement, gaps in performance
or competency and so on.

 Helps the Appraisee by goal setting inline with organizational requirements
and streamline performance.

 Accelerates Appraisee’s productivity.

 Provides input to determine compensation and rewards.

 Provides input in identifying leadership potential in the organization
development.

 Facilitates training needs identification of the Appraisee.

 Facilitates effective feedback mechanism and helps individual employee
realize potential and enhance competency as well as performance.

 To sensitize the individual performers on the importance of result-oriented
performance in the business growth.

 Helps in creating healthy competition.

Applicability: Performance Management System (PMS) and its scope is
applicable to all regular staff, viz., Confirmed, Probationers and also Fixed Term
Appointees. PMS does not include Trainees of any categories.

Frequency and Periodicity: Performance Management is a continuous process
and spread over throughout the year through different initiatives. Conventionally,
Performance Appraisals are conducted annually with a mid-term review at half-yearly.
In most of the modern organization nowadays, Performance Appraisals are conducted
quarterly and half-yearly share to timely feedback; thereby achieve better results.

Appraisal Eligibility: The employee is supposed to have completed a minimum
work period of 6 months in the given role over the set targets. In case of change in the
role on account of a transfer or on account of internal reorganization due to business
requirement, inputs from the Immediate Superior (IS) are required to be obtained to
collate and evaluate the performance.

Courtesy: Christian M. Ellis & Anne M. Sammier (Sibson Computing)
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Thus, the cycle of PMS Roll-out be as detailed as below (for FY ending ____)

Step 1: Determination and definition of BD/BU’s Objectives – By or before 31st
March, 30th June each year or any other financial year applicable to the particular
organization

Step 2: Individual Employee’s Target Setting Exercise – Before end of April each
year

Step 3: Handholding by Immediate Supervisor (IS) – For Clarity and
Guidance –May and June each year

Step 4: Mid Term Review (MTR) – October/November each year

Step 5: Annual Performance Appraisals – April/May each year

Step 6: Development Initiatives – Increments, PLPs, Promotions and Job
Enrichment

Step 7: Corrective actions on low or under-rated performers.

“Without inspiration, the best powers of the mind remain dormant. There is a fuel
in us which needs to be ignited with sparks”.

– Johann Gottfried Von Herder
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