._: ? Annals of Spiru Haret University
By Economic Series
. Since 2000

IS5N: 2393-1795  ISSN-1:2068-6900

I'ssue 2/2017

PERFORMANCE MANAGEMENT
AT THE ORGANIZATIONAL LEVEL

Nicola TERRACCIANO?
! Frederico | University of Naples, Via Candole, 1 Santi Cosma e Damiano
04020, Italy, Email: nicolaterracciano@yahoo.it

Abstract

Performance management is ,a strategic and integglapproach to
delivering sustained success to organizationsngyroving the performance of
the people who are working in them, and by devetpfiie capabilities of teams
and individual contributions” [Armstrong M. and Bam D, 1998]. At the same
time, it is a systematic approach of the humanussmanagement, in general,
and of the performance assessment, in particulaingu goals, performance,
appreciation and feedback as a means of motivating employees to
understand and to fully exploit their creative puial to achieve the
organizational goals.
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Introduction

In an organization, the concept of “Performances bacome one of the most
commonly used. Employers look for the top perfosnand employees want to be
stimulated to be better at the place where theykwhw achieve the performance,
some companies believe that it is enough to fix &nen communicate to
employees a set of goals, while others use spdoifiis to manage this indicator.
Nowadays, more and more companies are seekingstibutionalize as much as
possible and appeal to what specialists call perdioce management.

“The traditional level in which the performance ragament is used in
organizations is the individual level, with a foaus monitoring the performance of
employees in an organizational context. Internatign the trend is for an
integrated approach to the performance managemeait @rganizational levels.”
[Adrian Brudan, 2011]
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Performance management in Romania is in an eaatyesof development,
although the principles that underlie the perforoamanagement are simple and
logical in the organizational culture of any compan recent years, interest in the
performance management in Romania increased.

The performance management is top-down and invallethe layers that
make up the organization — from management to thepats and employees taken
separately. Thus, in order to achieve the propagead, the entire management
process involves constant evaluation, realignmemt eontinuous improvement
activities. The organization practices a certairfggemance management, but what
makes the difference is how accurately the perfoo@ananagement practices are
implemented and applied. Among the most commonaefartg a company that does
not make performance management is the emergereeseri-chaos state, due to
the inability to align strategies to objectives ahdn to performance indicators. It
can also easily install employee dissatisfactia #ffects the same indicators.

Organizational strategic options

Performance management is strategic in the seraeittttoncerns more
general issues faced by an organization in ordbetable to function effectively in
the environment where there is the general directvbich it wishes to adopt in
order to achieve its longer-term objectives. Penforce management needs to be
integrated into the complex management procesheforganization and to be
correlated with other key processes such as orgamiz strategy and employee
development.

Integrated character implies:

» Vertical integration— is done with the organization’s economic stratég
team and individual levels there are goals thatpsttpthe achievement of the
organizational goals. They take the form of cocatkd goals in a downward
direction, from the organizational level, at thaendtion level to the level of the
team and individual employee. Strict alignmenthadse objectives is essential and,
above all, agreeing on objectives that must beheghdhrough open dialogue
between managers and employees.

» Horizontal integration— involves aligning strategy of the performance
management with other human resources strategigiytarly on the organizational
development, evaluation, remuneration, to achieveomsistent approach of the
management and development of the organizaticafl st
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* Integration with organizational and individual needA model of
unanimously accepted performance management doesimently exist, but many
authors talk about the existence of a performanaeagement cycle. One such
model is presented below and contains five elen{@atsaite N. and collaborators,
2011]:

1)setting the goals;

2)measurement the performance;

3)obtaining the feedback on the measurement;

4)rewarding in the direct relationship with the retsyl

5)modifying and completing the objectives and aotisit

Setting the goals Measurement the
nnrfr\rmanra
y
A
Feedback
Modifying and \
completing the Rewarding in the direct
objectives and activities relationship with the results

Figure no. 1. The perfor mance management cycle
Source: Panaite N. and collaborators, work citet129p. 81

This cycle presents a way in which the process ldhoer conducted by the
organizations wishing to adopt a strategic perspecbf human resource
management. The level at which such a system ceratgpdepends on how the
organization wishes to apply this model. The maitsds not specify the level at
which these elements are applied: at the individlexgl, at the team level, in the
departments or strategic units or at the levehefwhole organization, but leaves it
to the management of the organization to choose it.
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Performance management must be seen as an integral part of the ongoing
process of managing the organization’s activitygetng:

— achieving a sustained improvement of the performanc
— continuous development of skills and overall coempe;
- importance of organizational learning.

The performance continuous assessment processdsheutonducted by
reference to the agreed objectives and performatacelards and according to the
developed and improved work plans.

The five key elements of the performance managemen{Armstrong M.,
2003]:

1)measuring- evaluating the results in relation to agreexdhjectives and
standards;

2)feedback- providing employees with information about hoaperform
tasks;

3)positive reinforcement— emphasizing what has been done well,
constructively criticizing of the negative aspethst is, in a manner that indicates
how to improve;

4)exchange of opinions- total, free and sincere about what has been
achieved and what needs to be done to achieve (re@ehing agreement on what
needs to be done for the future);

5)agreeing the action plango be implemented by the employees,
autonomously or with the support of their managers.

Performance management is a continuous and flexitdeess that focuses
primarily on planning and improving the future merhance rather than
retrospectively assessing of the past performaroejding the basis for systematic
and frequent dialogue between managers and employe&ir performance and
development needs.

In Romania, there are various assessment systetims sfaff [Pitariu H., 2006]
in organizations as it is aware of the beneficitieot of this activity on the
employees’ productivity, recognizing its necesitlyincreasing the competitiveness
level of the organizations. In practice, the sgmstgare confronted with various
requirements, imposed by law, criteria of the prexeined performance. Objectivity
is another issue faced by organizations in thesassent process, many times
evaluators misunderstanding the content of perfocaatandards and compelling to
evaluate superficially.
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M easur ing the human resour ce performance
This process refers to the measurement of the ifjahie job results: number

of pieces, labour productivity, number of clientsimber of customer complaints,
etc.

For dimensions that cannot be measured, it is sacgdo achieve some
estimates, by means of which it becomes possiblguantify them. These
estimates are generally performed by the performappraisal method. The tool
used for this purpose is the employee performappeagsal sheet, which can take
many forms.

Some job results will be measurable while othees wrquantifiable. Only
measuring the results (produced products, numbepldf products, etc.) does not
provide sufficient data and may even lead to lessivation and satisfaction of
employees. Both the work results and employee hetes/should be evaluated.

The choserriteria must take into account:

— Organizational objectivesperformance appraisal should be organized in
accordance with available information and its Uée¢he productivity data is of
interest to a section or a team, and the evaluationld be done at the same level.
Along with the actual work tasks, it will includdeenents promoted by the
organization in human resources policies: cregtiyiirofessional development,
managerial qualities, poly-qualification, flexilyj etc.

— Position: in choosing the job tasks to be assessed, acueolliite taken of
those on which the employee has control. In additiowork tasks, the performance
appraisal will take into account the responsileditand authority of employees.

- Employee needdacilitating the communication between managenagat
employees. Employees are generally interested am@ting the opportunities.
They may sometimes want to talk about their posheir team, and the inability to
address these problems can lead to frustratiosatii$action, absenteeism, and
even resignation.

The most important thing is using of multiple crideto capture as many
facets of performance as possible on a particuaitipn. These criteria will be
assigned weightings according to the importancecanttibution to success on the
job. These weights will help to aggregate the olgtdiscore by each criterion in
part in a global score.
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Criteria for performance appraisal must be of high degree of objectivity,
which gives equity to evaluation and increases éhgloyee confidence in the
process, especially as they play a decisive ralielimeaker in the event of dismissal.

Criteria for performance appraisal appreciate tlewing:

1. Soft skills: are more difficult to assess because they areattested by
diplomas but result from the employee’s behavidtie assessment starts from the
premise that there are effective and ineffectivieabimurs and that they have been
identified for each job or type of job. Behaviousse considered effective or
ineffective depending on the results they prodhesnt (desirable or indescribable).
Examplesteamwork, quality of work, communication skillsydlvement, initiative,
ethics, client orientation, flexibility, adaptatlj innovation, efficiency, empathy, etc.

2.Technical skills: are specific to a particular business sector amd b
acquired through learning; they are easier to ew@luhan soft skills and their
possession is confirmed through the diplomas/doalibns obtained. Examples:
knowledge of a foreign language, project managenggammar, writing, computer
skills, etc.

3. Personality traits: The first graphical scales evaluated the empkyesed
on the personality traits that were supposed telated to the work being done. One
inconvenient of the exclusive using of this typedferia is that personality traits are
rather difficult to define and can be interpretedffecently. Examples:
conscientiousness, extraversion, emotional stgpiipening to new, agreeableness,
etc.

4.The personal development plan aims at developing the employee by
improving the specific skills to his/her currentsfimn and his/her preparing for
new responsibilities and positions. It may congtitan assessment criterion when
pursuing the original objectives set out therein.te basis of the assessment, the
development plan can be established for the neidge

5.Individual performancegoals determine the level of performance which
the employee must achieve. Their correct settingeig important in achieving the
expected results. It is recommended to reflectothjectives of the departments. In
order for the departmental objectives to refle@d ttompany’s objectives, their
formulation is based on the mission, vision andtsgjic objectives of the company.
Only after identifying the departmental objectivean be set the individual
performance targets, depending on the job desmmipih order to allow an effective
evaluation, it is recommended that the objectivesbe SMART: Specific,

M easurableAffordable (achievableRelevant, framed ovefime. Example: Sales
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growth by 5% over the last quarter of the previgear, within 6 months of signing
the evaluation sheet.

Companies can set different weights for the evadoatriteria, depending on
what they are tracking through this process.

Assessors

People who perform the performance appraisal [UMBZ8up, 2012] play a
very important role in the entire evaluation pracbscause they can significantly
influence the obtained results. In order to obtdie most accurate results, the
assessor must have information on: the valuatioocgature, the company’s
objectives, the responsibilities of each employee'sition, the performance of the
employees as well as the clear standards on wieidbrmance will be noted.

In choosing the assesstiree factoranust be taken into account:

- the opportunity to observe the activity of the exdéd person;

- the ability to translate observations into scores;

— motivation to provide performance information: mation may be
influenced by the assessors’ confidence in theuatiah process, by the request to
justify their assessments, and the evaluator’s leaiye of how to resolve conflicts
generated by less satisfactory evaluations. Ineteasotivation can be achieved by
providing training for assessors addressing imporiasues in evaluating and
communicating the results, and including the penorce appraisal in the job duties
as an important part of the assessors’ work.

Assessors differ greatly from each other as a reduhdividual differences
of a psychological and professional demographiareat

The characteristics of the evaluated will influgnceonsciously or
unconsciously, his assessment, having an impathemssessor’s perceptions and
impressions. The characteristics of the evaluatsdon can also be grouped into
three categories: demographic factors, psycholbfgictors and professional factors.

The choice of the assessor may vary dependingempdkition occupied by
the evaluated person and the type of the compassedsors can be:

— hierarchical superiors of each employee;

- the employee himself (when the evaluation procéss eontains a self-
assessment component);

- subordinates (when managers are evaluated);

- colleagues or external assessors.
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Depending on the particularities of each evaluatimtess, several assessors
may be involved.

The obj ectives of the assessor s

The assessor, which aims to estimate the resotatus of an organization,
including the human resource, will start by analgzihe organizational and human
structures, because the staff and the enterpriskemare the most important
elements that determine the value of a business.

The organizational structure analysis starts frém organizational chart.
Based on this, hierarchical and functional relafops, hierarchical levels and
weights are determined. It is analyzed the curstatus of the functions in relation
to age. It is determined whether the successioasnall prepared and whether
there is a risk of ,gaps” in the coming years.

Starting from the organizational chart, we cantBeaational way in which the
management functions in the enterprise are distiband the way in which the
information circulates from one echelon to anotbeth vertically and horizontally.
The assessor needs to know if the instructiondrdadnation easily move from top
to bottom (hierarchically) and if there is commuation between services.

The long-term action plan should show how admiatste organization and
decision-making are taken, as well as the existehaecontrol mechanism.

The evaluator has to verify whether the decisiome aubstantiated,
budgeting, and are transmitted, implemented, cbettoand quantified for
deviations beside the budget provisions.

Business management needs to be evaluated frommf@rpance point of
view. If the company has a performance appraisstesy, it can do so based on it.
The assessor should observe the links of the Ishigetowards a group or a
majority shareholder, the style of management égidlly, authoritatively,
centrally, decentralized), the age of the managémsmbers, their formation,
seniority in society, decision areas and the limit€ommitment and hierarchical
control, their relations with certain economic aswCial environments (clients,
suppliers, employees, banks), their image insidecartside the firm.

The assessor will then pursue the provisions of ¢béective labour
agreement, the extent to which it is respectedatws and the decisions in force,
and whether it is actually respected.

The stability index determines the loyalty of thaffs and looks at the
possibilities for replacement in the event of dea; and in case of retirement if
there is a succession. The assessor checks tlwy pblrecycling of all existing
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staff in all echelons, allowing not only good penm@ance on the busy position but
also the possibility of promoting in other positson

It also seeks to ensure that recruitment and empday are followed by a
period of prior orientation/training, the existenoska staff surplus or inadequate
staff, labour productivity, normalization of the wko(safety margins, flexibility
offered by different types of contracts, coverdue fiositions), employee reputation,
employee skills (specific: technical and generabwdedge: customer relations,
employees, managerial spirit, leadership). The sassewill observe the local,
national and international reputation of the humesources managers and the
management, in general.

In general, they can be considestengths the high weight of young staff,
rational organizational structure, collegial leathgp, good training of the
company’s staff, open atmosphere and lack of adsfland litigation between
leadership and trade union.

Theweaknesseis human resources area and their managementecemadly
be considered: insufficient staff training, oppiositto the new and innovation, the
unbalanced organizational chart, dictatorial leghkigr style, lack of interest in the
company assets, numerous and unresolved litigatioability for solving the
problems. The human resources management assessniieover the two
components: evaluation of its efficiency and equity

Conclusions

“Every human activity aims at a specific purposaq avay to achieve that
goal or misses it shows us how well or how badigt tactivity is taken place”
[Laurertia Avram, 2010].

Performance appraisal is an important componentthef performance
management within the organization and it is cargid an integral part of human
resource management in the current context oeweldpment.

The evaluation is carried out by the direct headsthe team coordinators,
who evaluate their subordinates on the basis oémgérand specific criteria for
each position. Most of the time, the evaluatioretaglace under the coordination
of the human resources manager.

The organization applies a well-structured systemevaluating the performance
based on its own methodology, designed to meetabds of the organization.

It is realised an evaluation of both managers asttw@ives, both categories
being evaluated on the basis of well-defined coewmet criteria; the process is
carried out within the assessment centres (AssedSDamtres).
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An essential part of the evaluation process isitherview that allows for
more effective communication between the assesndrthe evaluated, while
ensuring a rapid feedback.

Another important aspect is the communication af thbjectives to be
achieved at the beginning of the year, especidlithe individual objectives, and
the establishment of a continuous evaluation af gaghievement.

The communication of the performance appraisal lt®sis essential
considering that these bonuses are received aogotdi these results and the
change of salaries is determined in the followirsgry Employees benefit from
feedback on their activity, telling themselves wtrety do well and how well they
can, and how they can improve and are encourageth their goals.

As a result of the evaluation process, there am@bkshed the development
programs of the professional skills through spedifainings (training courses by
category of staff, applying mentoring and coaclprograms).

Review the performance has the role of adapting dbjectives and the
performance criteria over the time after formulgtisome possibilities for
improvement.
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