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performance. In high-involvement organizations, for example, employees participate in
all stages of performance management, and are heavily involved in both designing and
administering its practices

15-2 Goal Setting

Goal setting involves managers and subordinates in jointly establishing and dlarifying
employee goals. In some cases, such as management by objectives, it also can facilitate
employee counseling and support. In other cases, such as the balanced scorecard, it gener-
ates goals in several defined categories, at different organizational levels, to establish clear
linkages with business strategy.” The process of establishing challenging goals involves
‘managing the level of participation and goal difficulty. Once goals have been established,
the way they are measured is an important determinant of member performance.”

‘Goal setting can affect performance in several ways. It influences what people think
and do by focusing their behavior in the direction of the goals, rather than elsewhere.
Goals can energize behavior, motivating people to put forth the effort to reach difficult
goals that are accepted, and when goals are difficult but achievable, goal setting prompts
persistence over time. Goal-setting processes and interventions 1o improve them are
common and have been implemented in most organizations

1522 Characteristics of Goal Setting

An impressive amount of research underlies goal-setting interventions and practices; it
has revealed that goal setting works equally well in both individual and group settings.”
“This rescarch has identified two major processes that affect positive outcomes: establish-
ment of challenging goals and clarification of goal measurement.

Establishing Challenging Goals The frst clement of goal setting concerns establish-
ing goals that are perceived as challenging but realistic and to which there is  high level of
commitment. This can be accomplished by varying the goal difficulty and the level of
employee participation in the goal-setting process. Increasing the ifficulty of employee
goals, also known as “strtch goals,” can increase their perceived challenge and enhance
the amount of effort expended to achieve them.” Thus, more difficult goals tend to lead
to increased effort and performance, as long as they are seen as feasible. If goals are set
t00 high, however, they can lose their motivating potential and could even lead to unethi-
cal behavior. One frequent method for increasing the acceptance of a challenging goal is
o collect benchmarks or best-practice referents. When employees see that other people,
groups, or organizations have achieved a specified level of performance, they are more
motivated to achieve that level themselves

Another aspect of establishing challenging goals is to vary the amount of participa-
tion in the goal-setting process. Having employees participate can increase motivation
and performance, but only to the extent that members set higher goals than those typi-
cally assigned to them. Partcipation also can convince employees that the goals are
achievable and can increase their commitment to achieving them.

All three contextual factors play an important role in establishing challenging goals.
First, there must be a clear “line of sight” between the business strategy goals and the goals
establshed for individuals or groups. This is a key strength of the balanced scorecard
approach to goal setting. When the group is trying to achieve goals that are not aligned
with the business strategy, performance can suffer and organization members can become

Copyright 2013 Cengage Learning. All Rights Reserved. May not be copied. scanned. o duplicated,in whole orin pat





image8.png
148
-

PARTS  HUMAN RESOURCE INTERVENTIONS

leadership staff [of the 750 supervisors and above)
had submitted quarterly objectives and partcipated
in the online aining program and webinar. The
organization has been through two cycles of quar-
terly conversations, had their intal talent reviews,
andis anticipating the first cycle of the new reward
system. To date, leadership staff have supported

the objective setting process, the quarterly perfor-
mance conversations, and the semiannual talent
reviews. The importance of setting aligned objec-
tives and using the performance management pro-
cess to manage human capital in the organization
has received increased emphasis and visibilty in
the organization.

153

participation in goal setting generally are substantiated actoss studies and with both
groups and individuals.”” Longitudinal analyses support the conclusion that the gains in
performance are not shortlived ™ A feld study of the goalseting process, howeer,
failed to replicate the typical positive lincar relationship between goal difficuly and per-
formance, raising some concern about the generalizability of the method from the lzbo-
ratory to practice*! Additional rescarch has attempted 1o identify potential factors
moderating the results of goal setting, including task uncertainty, amount and quality
of planning, personal need for achievement, education, past goal successes, and super-
visory style* Some support for the moderators has been found. For example, when the
technical context is uncertain, goals tend to be less specific and people need to engage in
mare search behavior 1o establish meaningful gosls.

‘The existing research on MBO effectivenes i large but mixed 2 However, it suggests
that a properly designed MBO program can have positive organizational results. Carroll
and Tosi conducted a long-term study of an MBO program at Black & Decker,* first
evaluating the program and then using those data to help the company revise and
improve it This resulted in greater use of and satisfaction with the program. The
rescarchers concluded that top-management support of MBO is the most important
factor in implementing such programs. Many programs are short-lived, however, and
wither on the vine because they have been installed without adequate diagnosis of the
context factors. In particular, MBO can focus too much on vertical alignment of individ-
ual and organizational goals and not enough on the horizontal issues that exist when tasks
or groups are interdependent.

Performance Appraisal

Performance appraisal is a feedback system that involves the direct evaluation of individ-
ual or work group performance by a supervisor, manager, or peers. Most organizations
have some kind of evaluation system that is used for performance feedback, pay admin-
istration, and, in some cases, counseling and developing employees.** Thus, performance
appraisal represents an important link between goal-setting processes and reward sys-
tems. A 2001 survey of over 300 North American companies, for example, found that
65% reported a link between performance ratings and rewards, 46% used the system
equally for performance development and decision making, and 53% of the organizations
believed the system was aligned with organizational values and priorities* Abundant
evidence, however, indicates that organizations do a poor job appraising employees®”
As one study put it, “The appraisal of performance appraisals is not good... In fact,
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our review indicates that, regardless of a program’s stated purpose, few studies show pos-
itive effects™™ Another study found that only 55% believed the appraisal process ade-
quately distinguished between poor, average, and good performers.” Frustrated with
the performance appraisal process, there have been calls for discontinuing it altogether,
however, a growing number of firms have sought ways to improve performance appraisl.
Some innovations have been made in enhancing employee involvement, balancing
organizational and employee needs, and increasing the number of raters.” These
newer forms of appraisal are being used in such organizations as DaVita, Cambia Health
Solutions, Alliant Energy, Mictosoft, Intel, and Monsanto.

‘As demonstrated in Application 15.1, an important trend in goal setting and apprai-
sal processes is the use and feedback of both the results achieved as well as the way those
results were accomplished. Reflecting an increased interest in the economic and social
value of ethics and integrity, many organizations are implementing performance man-
agement pracesses that establish, appraise, and reward what was achieved and how the
abjectives were achieved. Organization members that operate under these conditions
are encouraged to think about achievement of relevant goals in ways that support the
organization’s values and beliefs.

1532 The Performance Appraisal Process

Table 15.1 summarizes several common elements of performance appraisal systems.** For
each clement, two contrasting fetures are presented, representing traditonal bureaucratic
approaches and newer, high-involvement approaches. Performance apprasals are con-
ducted for a variety of purposes, including affrmative action, pay and promotion deci
sons, and human resources planning and development. Because each purpose defines
what performances are relevant and hov they should be measurcd, separate appraisal sys-
tems are ofien used. For exampl, appraisal methods for pay purposes are ofen different
from systems that assess employee development o promotabily. Employees also have a
varety of reasons for wanting appraisa, such s receiving feedback for career decisions,
geting a raise, and being promoted. Rather than trying to meet these multple purposes
with a few standard apprasal systems, the new appraisl approaches are more taiored to
balance the multple organizational and employee needs. This is accomplished by actively
involving the appraisce, coworkers, and managers in assesing the purposes o the pprai-
sl at the time it takes place and adjustng the proces to fit that purpose. Thus, at one

TABLE 151

Purpose

Appraiser
Role of appraisee

Measurement

Timing

Traditional Approaches High-Involvement Approaches
Organizational, legel Developmental

Fragmented Integrative

Supenvisor, managers Appraisee, coworkers, and others
Passive recipient Active participant

Subjective Objective and subjective

Concerned with validity

Periodic, fixed, administratively driven  Dynamic, timely, employee- or work-driven

by
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time the appraisal process might focus on pay decisions, another time on employee devel
opment, and still another time on employee promotabilty. Actively involving all relevant
partcipants can increase the chances that the purpose of the appraisal will be correctly
identified and understood and that the appropriate appraisal methods will be applied.

The new methods tend to expand the appraiser role beyond managers to include
multiple raters, such as the appraisee, pers or cowarkers, and direct reports and others
having direct exposure to the manager’s or employee’s performance. Also known s
360-degree feedback, this broader approach is used more for member development than
for compensation purposes.” This wider involvement provides a number of different views
of the appraisee’s performance. It can lead to a more comprehensive assessment of the
employee’s performance and can increase the likelihood that both organizational and
personal needs will be taken into account. The key task is to form an overarching view
of the employee’s performance that incorporates all of the different appraisals. Thus, the
pracess of working out differences and arriving at an overall assessment is an important
aspect of the appraisal process. This improves the appraisal's acceptance, the accuracy of
the information, and its focus on activities that are critical to the business strategy.

The newer methods also expand the role of the appraisee. Traditionally, the
employee is simply a receiver of feedback. The supervisor unilaterally completes  form
concerning performance on predetermined dimensions, usually personality traits, such as
initiative or concern for quality, and presents its contents to the appraisce. The newer
approaches actively involve appraisces in all phases of the appraisal process. The apprai-
see joins with superiors and staff personnel in gathering data on performance and iden-
tifying training needs. This active involvement increases the likelihood that the content
of the performance appraisal wil include the employee’s views, needs, and criteria, along
with those of the organization. This newer role for employees increases their acceptance
and understanding of the feedback process.

Performance measurement is typically the source of many problems in appraisal
because it is seen as subjective. Traditionally, performance evaluation focused on the consis-
tent use of prespecified traits or behaviors. To improve consistency and validity of measure-
‘ment, considerable training i used to help raters (supervisors) make valid assessments. This
concern for validity stems largely from legal tests of performance appraisal systems and
leads organizations to develop measurement approaches, such as the behaviorally anchored
rating scale (BARS) and its variants. In newer approaches, validity is not only a legal or
‘methodological issue but a socil issue as well al appropriate participants are involved in
negoliating acceptable ways of measuring and assessing performance. Increased participa-
tion in goal setting is a part of this new approach. All participants are trained in methods
of measuring and assessing performance. Because it focuses on both objective and subjective
‘measures of performance, the appraisal process is more understood, accepted, and accurate,

The timing of performance appraisals traditionally is fixed by managers o staff
personnel and is based on administrative criteria, such as yearly pay decisions. Newer
approaches increase the frequency of feedback. In 1997, 78% of appraisals were per-
formed annuall; in 2003, over 40% of companies surveyed conducted appraisals two
times per year." Another study found that 63% of high growth companies reviewed
performance more than once per year versus 22% of the low-growth companies.™

Although it may not be practical to increase the number of formal appraisals, the
frequency of informal feedback can increase, especially when strategic objectives change
or when the technology is highly uncertain. In those situations, frequent performance
feedback is necessary for appropriate adaptations in work behavior. The newer approaches
to appraisal increase the timeliness of feedback and give employees more control aver
their work.
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5. Experiment with implementation. The complexity and potential problems assaci-
ated with performance appraisal processes strongly suggest using a pilot test of the
new process to spot, gauge, and correct any flaws in the design before it is imple-
‘mented systemwide.

6. Evaluate and monitor the system. Although the experimentation siep may have
uncovered many initial design flaws, ongoing evaluation of the system once it is
implemented is important. User satisfaction from human resources staff, manager,
and employee viewpoints is an essential input. In addition, the legal defensibility of
the system should be tracked by noting the distribution of appraisal scores against
age, sex, and ethnic categories

Application 152 describes evolution of the performance management system at
Capital One. It demonstrates the importance of involvement and learning in the process,
the importance of being responsive to the business situation, and how systems can be
designed for lexibilty.

153c Effects of Performance Appraisal

Despite the poor track record organizations have in implementing appraisal processes
well, the research supports the linkage between feedback and performance.” Early stud-
ies concluded that objctive feedback as 2 means for improving individual and group
performance has been “impressively effective” and has been supported by a large number
of literature reviews over the years’® Another researcher concluded that “objective
feedback does not usually work, it virtually always works." In field studies where per-
formance feedback contained behavior-specific information, median performance
improvements were over 47%; when the feedback concerned less-specific information,
median performance improvements were over 33%. In a meta-analysis of performance
appraisa interventions, feedback was found to have a consistently positive effct across
studies.** In addition, although most appraisal research has focused on the relationship
between performance and individual, several studies have demonstrated a positive
relationship between group performance and feedback *'

15-4 Reward Systems

Organizational rewards are powerful incentives for improving employee and work group
performance. As pointed out in Chapter 13, rewards also can produce high levels of
employee satisfaction. OD traditionally has relied on intrinsic rewards, such as enriched
jobs and opportunities for decision making, to motivate employee performance. Early
quality-of-work-lfe interventions were based mainly on the intrinsic satisfaction derived
from performing challenging, meaningful types of work. More recently, OD practitioners
have expanded their focus to include extrinsic rewards: base pay, stock options, bonuses,
gain sharing, promotions, and benefits. They have discovered that both intrinsic and
extrinsic rewards can enhance performance and satisfaction.'

OD practitioners increasingly are attending to the design and implementation of
reward systems. This recent attention to rewards has derived partly from research in
organization design and employee involvement. These perspectives treat rewards as an
integral part of an organization.*’ They hold that rewards should be congruent with
other organizational systems and practices, such as the organization’s structure, top man-
agement's human relations philosophy, and work designs. Many reward system features
contribute to both employee fulfilment and organizational effectiveness. In this section,
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One camp is advocating for adding a whole new
and separate competency in customer experience
that is populated with a set of behaviors. Another
group is arguing that customer experience compe-
tencies should be integrated into the existing com-
petencies, that customer experience should be as
natural to everyone as the change-related compe-
tencies. As the competencies are decided, and in
keeping with Capital One's overall performance
management philosophy, achieving these compe-
tencies will continue to be 50% of the appraisal
rating,

For the other 50% focused on results, execu-
tives were clear about how to orchestrate the rein-
forcement process. “We expect that customer
experience metrics will be presented to associates
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following year, objectives around customer experi-
ence will be a part of associate goal setting activi-
ties, but there will not be any rewards attached to
achievement. Then in the third cycle, we expect
that all associates will be held accountable for
achievement of customer experience results.”
That is, compensation will be tied to the achieve-
ment of great customer experiences.

The Capital One performance management
system has adapted with the times and has
addressed a variety of issues, including process
concerns, business needs, and human capital
development. Its ongoing balance of rewarding
results_and the development of competencies
allows Capital One to adjust the critera for current
performance but also encourage associates and

during the 2007 round of appraisals. In the managers to leam new skills for future success.

we describe the structural features of a reward system and how rewards affect individual
and group performance; discuss four specific rewards, including skill-based pay,
performance-based pay, gain sharing, and promotions; and review the process issues
involved in establishing and administrating reward systems.

15-4a Structural and Motivational Features of Reward Systems

A reward system is an important part of an organization’s design and must be aligned
with the strategy, structure, employee involvement, and work. The design features of a
reward system are summarized in Table 1524

+ Person/job based versus performance based. One of the first and most important
design choices is the focus or basis of the reward system. The most prevalent system
is the job-based system. Here, job descriptions are created for each position in the
organization and a value is attached to the work performed. Pay is based on that
valuation process. More recently, organizations challenged to be more agile and
adaptable, such as Netflix and Nike, have crafted their reward systems around the
person in the job and the value brought by their skills and knowledge. Skill-based
pay and knowledge-based pay are important examples of this system. The other
major alternative is to base rewards on the performance achieved by a job or person.
In this system, pay is contingent on the outcomes produced.

+ Individual versus group rewards. The interdependency among work tasks is
another important reward system contingency. When work is complex and the per-
formance of one task depends on prior tasks, the appropriate work design is team
based because successfully adding value requires tight coordination. This tight coor-
dination is reinforced by reward systems that recognize group level outputs. When
work tasks are independent, individual reward systems incent individual behavior.

+ Internal and external equity. Member satisfaction and motivation can be influ-
enced by design features that ensure that the organization’s pay policies are
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Work Design

learning
objectives

jineering approach to work design.
Explore and evaluate the motivational approach to work design.

Discuss and apply the principles of sociotechnical systems work

design.

Learn how to design work to meet technical and personal needs.

his chapter is concerned with work design—

high levels of employee fulfilment and
productivity. This technostructural _ intervention
can be part of a larger employee involvement
application, or it can be an independent change
program. Work design has been applied and
researched extensively in organizations. Recenty,
organizations have tended to combine work design
with forml structure and supporting changes in
goal setting, reward systems, work environment,
and other performance management practices.
These organizational factors can help structurs
and reinforce the kinds of work behaviors associ-
ated with specific work designs. (How performance
management _interventions can support work
design is discussed in Chapter 15.)

This chapter examines thiee approaches 1o
work design. First, the engineering approach
focuses on efficiency and simpification, and results
in tracitional job and work-group designs. Traditional
jobs involve relatively routine and repeitive forms of
work, where litle interaction among. people &
needed to produce a service or product. Call center
perators, data-entry positions, and product support
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representatives are examples of this job desig
Traditional work groups are composed of members
performing routine yet interrelated tasks. Member
interactions are typically controlled by supervisors
schedules, and rigid workflows, such as might be
found on assembly lines.
cond approach to work design derives

from motivational thearies and attempts to enrich
the work experience. Job enrichment involves
designing jobs with high levels of meaning
discretion, and knowledge of results. A v
researched model focusing on job attibutes has
helped clear up methodological problems with this
important intervention.

“The third approach to work design derives from

iotechnical systems methods, and seeks to
optimize both the social and the technical aspects
of work systems. This method has led to a popular
form of work design called *seff-managed teams,”
which are composed of multiskiled members
performing interrelated tasks. Members are given
the knowledge, information, and power necessary
to control their own task behaviors with relatively
little extemal control. New support systems and

yles are needed to manage them.
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The chapter describes each of these per based on personal and technical factors in the
spectives on work design, and then presents a con-  workplace. When work s designed to fit these
tingency framework for integrating the approaches  factors, it is both satisfying and productive.

141

The Engineering Approach

“The oldest and most prevalent approach to designing work is based on engincering con-
cepts and methods. The engincering approach is less an organization development (OD)
intervention than a benchmark in history. It proposes that the most efficient work
designs can be determined by clearly specifying the tasks to be performed, the work
methods to be used, and the workilow among individuals. The engineering approach is
based on the pioneering work of Frederick Taylor, the father of scientific management,
in the late 1800s. He developed methods for analyzing and designing work and laid the
foundation for the professional field of industrial engineering."

The engineering approach scientifically analyzes workers® tasks to discover those
pracedures that produce the maximum output with the minimum input of energies and
resources.” This generally results in work designs with high levels of specialization and
specification. Such designs have several benefits: They allow workers to learn tasks rap-
idlys they permit short work eycles so performance can take place with litle or no men-
tal effort; and they reduce costs because lower-skilled people can be hired and trained
casily and paid relatively low wages.

The engineering approach produces two kinds of work design: traditional jobs and
traditional work groups. When the work can be completed by one person, such as with
bank tellers and telephone operators, traditional jobs are created. These jobs tend to be
simplified, with routine and repetitive tasks having clear specifications concerning time
and motion. When the work requires coordination among people, such as on automobile
assembly lines, traditional work groups are developed. They are composed of members
performing relatively routine, yet related, tasks. The overall group task is typically broken
into simpler, discrete parts (often called jobs). The tasks and work methods are specified
for each part, and the parts are assigned to group members. Each member performs a
routine and repetitive part of the group task. Members' separate task contributions are
coordinated for overall task achievement through such external controls as supervisors,
schedules, and rigid workflows. This method of work design, pioneered in the carly
1900s by Henry Ford's assembly line, was popularized in the 1950 and 1960s by the
‘mass-production methods of American automobile manufacturers and was an important
season for the growth of American industry following World War IL

Critis of the engineering approach to work design argue that the method ignores
workers’ social and psychological needs. They suggest that the rising educational level
of the workforce and the substitution of automation for menial labor point to the need
for more entiched forms of work in which people have greater discretion and are more
challenged. Moreover, the growth of the service economy and work that involves infor-
mation processing and decision making require work designs that do not readily con-
form to the traditional engineering approach. The current competitive climate requires
a more committed and involved workforce able to make online decisions and to develop
performance innovations. Work designed with the employee in mind is more humanly
fulflling and productive than that designed in traditional ways. However, it is important
to recognize the strengths of the engincering approach. It remains an important work
design intervention because its cost savings and efficiency can be measured readily, is
well understood, and is asily implemented and managed.
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14-2 The Motivational Approach

The motivational approach to work design views the effectivencss of organizational
activites primarily as a function of member needs and satisfaction, and seeks to improve
employee performance and satisfaction by enriching jobs. The motivational method
provides people with opportunities for autonomy, responsibilit, closure (that s, doing
a complete job), and performance feedback. Enriched jobs are popular in the United
States at such companies as Wells Fargo, The Hartford, and Hewlett-Packard.

‘The motivational approach usually is associated with the rescarch of Herzberg and
of Hackman and Oldham. Herzberg's two-factor theory of motivation proposed that
certain attributes of work, such as meaningfulness, responsibility, and recogaition, serve
as “motivators” to increase job performance and satisfaction.* Other attributes, which
Herzberg called “hygiene factors,” such as company policies, working conditions, pay,
and supervision, do not motivate people but rather prevent them from being dissatisfied
with work. Successful job enrichment experiments at AT&T, Texas Instruments, and
Imperial Chemical Industries helped to popularize job enrichment in the 1960s."

Herzberg's motivation and hygiene factors are intuitively appealing. However, the
validity of the two factors has been challenged based on the way that Herzberg measured
them. Furthermare, important worker characteristics that can affect whther people will
respond favorably to job enrichment were not included in his theory. Finally, Herzberg's
falure to involve employees in the job enrichment process itself does not suit most OD.
practitioners today. Consequently, a second, well-researched approach to job enrichment
has been favored. It focuses on the attributes of the work itself and has resulted in a
more scientifically acceptable theory of job enrichment than Herzberg's model. The
research of Hackman and Oldham represents this more recent trend in job enrichment

14-2a The Core Dimensions of Jobs

Considerable research has been devoted to defining and understanding core job dimensions.”
Figure 141 summarizes the Hackman and Oldham model of job design. Five core
dimensions of work affect three critical psychological states, which in tum produce
personal and job outcomes. These outcomes include high internal work motivation,
high-quality work performance, satisfaction with the work, and low absenteeism and
turnover. The five core job dimensions—skill variety, task identity, task significance,
autonomy, and feedback from the work itself—are described below and associated
with the eritical psychological states that they create.

Skill Variety, Task Identity, and Task Significance These three core job character-
istcs influence the extent to which work is perceived as meaningful. Skil variety refers to
the number and types of skills used to perform a particular fask. Nurses in an oncology
unit must be able to ineract successfully with patients, patient familis, and physicians.
‘They also must juggle a variety of medical procedures, understand and apply the latest
treatment therapies, and perform  variety of charting tasks. The more tasks an individual
performs, the more meaningful the job becomes. When skill variety s increased by moving
a person from one job to another, a form of job enrichment called job rotation s accom:

plished. However, simply rotating a person from one boring job to another i not likely to
produce the outcomes associated with a fully enriched job.

“Task ideniity describes the extent to which an individual performs a whole piece of
work. For example, an employee who completes an entire wheel assembly for an airplane,
including the tire, chassis, brakes, and elctrical and hydraulic systems, has more task iden-
tity and willperceive the work as more meaningful than someone who only assembles the
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Finally, a comprehensive meta-analysis of more than 75 empirical studies of the
Hackman and Oldham model found modest support for the overall model” Although
some modifications to the model appear warranted, the studies suggested that many of
the mare substantive criticisms were unfounded. For example, research supported the
conclusion that the relationships between core job characteristics and psychological
outcomes were stronger and more consistent than the relationships between core
job dimensions and work performance, although these latter relationships did exist and
were meaningful. The researchers also found support for the proposed linkages among
core job dimensions, crtical psychological staes, and psychological outcomes. It i interest
ing that the job feedback dimension emerged as the strongest and most consistent predictor
of both psychological and behavioral work outcomes. The rescarchers suggested that of
all job characteristics, increasing feedback had the most potential for improving work
productivity and satisfaction. The role of growth needs strength 3s a moderator was also
supported, especially between core dimensions and work performance. Clearly, research
supporting the job enrichment model is pleniful. Although the evidence suggests that the
model is not perfect, it does appear to be a reasonable guide to improving the motivational
outcomes of work.

14-3 The Sociotechnical Systems Approach

“The sociotechnical systems (STS) approach is currently the most extensive body of scien-
tific and applied work underlying employee involvement and innovative work designs.
s techniques and design principles derive from extensive action rescarch in both public
and private organizations across diverse national cultures. This section reviews the con-
ceptual foundations of the STS approach and then describes its most popular application:
self-managed work teams.

14-3a Conceptual Background
Sociotechnical systems theory was developed originally at the Tavistock Institute of
Human Relations in London and has spread to most industrialized nations in a litle
more than 60 years™* In Europe and particularly Scandinavia, STS interventions are
almost synonymous with work design and employee involvement. In Canada and the
United States, STS concepts and methods underlie many of the innovative work designs
and team-based structures that are so prevalent in contemporary organizations. Intel
United Technologies, General Mills and Procter & Gamble are among the many organiza-
tions applying the STS approach to transforming how work is designed and performed.
TS theory is based on two fundamental premises: that an organization or work unit
is 2 combined, social-plus-technical system (sociotechnical), and that this system is open
in relation to its environment.*

Sociotechnical System The fist assumption suggests that whenever human beings
are organized to perform tasks, a joint system is operating—a sociotechnical system. This
system consists of two independent but relted parts: a social part including the people
performing the tasks and the relationships among thems; and a technical part, including
the tools, techniques, and methods for task performance. These two parts are independent
of each other because each follows a different set of behavioral laws. The social part oper
ates according to biological and psychosocial laws, whereas the technical part functions
according to mechanical and physical laws. Nevertheles, the two parts are reated because
they must act together to accomplish tasks. Hence, the term “sociotechnical” signifis the
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objectives
in organizations.

Understand the application of performance appraisal

Understand the components of a performance management system.
Describe and evaluate the effectiveness of goal setting interventions

terventions.

Discuss how reward systems interventions can be applied

organizations.

his is the first of three chapters devoted to
tions, including performance management,
talent management, and diversity and wellness.
It specifically addresses performance manage-
ment, or how goal setting, performance appraisal,
training and development, and reward system
can be used to manage individual and group per-
formance. (How training and development can
support performance management is discussed
in Chapter 16) This chapter also describes
10 align performance management
business strategy, employee involvement,
workplace technology.

Goal setting describes the interaction bety
managers and employees in jointly defining mem-
ber work behaviors and outcomes. Orienting
employees to the appropriate kinds of work out-
comes can reinforce the work designs described
in Chapter 14 and support the organization's strate-
gic objectives. Goal setting can clarify the dues
and responsiilties associated with a particular job
or work group. When applied to jobs, goal setting
can focus on individual goals and can reinforce ind-
vidual contributions and work outcomes. When
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applied to work groups, it can be directed at
group objectives and can reinforce members’ joint
actions and overall group outcomes. One popular
and classic approach to goal setting is called
management by obj

The performance appraisal process involves

ting and feeding back data about individual
or group performance and the way results we
achieved. It is a systematic process that jointly
rkcrelated achievements, strengths,
and weaknesses. The purpose of this process is
to improve work outcomes in the near term and
over time. It also can feciltate career counseling
provide information about the strength and diversity
of human resources in the company, and link
employee performance with rewards. In woridwide
organizations, the appraisal process must be
sensitive to different cultural assumptions regard-
ing openness, transparency, and relationships to
authority

Reward s ned with elciting
and reinforcing desired behaviors and work out-
omes through compensation and other forms of
recognition. They can support goal setting and
appraisal systems by acknowledging the kinds of
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behaviors required to implement a particular work
design or support a business strategy. Like goal
setting, rewards systems can be oriented to individ-
wal jobs and goals or 1o group functions and
objectives. Moreover, they can be taiored to sup-
port waditional work designs as well as enriched,
selfreguiating designs. Developing  innovative
reward systems is an active area of change in
many organizations today.

Performance management interventions trad-
tionally are implemented by the human resources
department within organizations, whose managers
have special training in these areas. Because of the
breadth and depth of knowledge required to carry
out these kinds of change programs successfully,
practitioners tend to specialize in one part of the
human resources function, such as performance
appraisal or compensation. Increasingly, however,
the effectiveness of these interventions and
processes rely on strong collaboration with line
managers

The interest in integrating humen  resources
management with organization development (OD)
continues unabated. OD practitioners involved in
organization design and employee involvement
interventions have realized the need to bring

human resources practices mare in line with the
new designs and processes. Consequently, human
resource specialists now frequently help initiate OD
projects. For example, a large electionics firm
expanded the role of compensation specialists to
include initiation of work design projects. The com-
pensation people at this firm, who traditionally were:
consulted by OD practitioners afterthe work design
had taken place, were dissatisfied with this second-
ary role and wanted to be more proactive. In most
cases, human resource practitioners continue
to specialize in their respective areas, but they
become more sensitive to and competent in organi-
zation development. Similerly, OD prac-itioners con-
tinue to focus on planned change while becoming
more knowledgeable about human  resources
management

We begin by describing a performance man-
agement model. It shows how goal setting, perfor-
mance appraisal, waining and development, and
rewards are closely linked and difficult to separate
in practice, but how each element is distinct and
has its own dynamics. Following the maodel, goal
setting, performance appraisal, and reward system
interventions are discussed and their impact on
organization effectiveness evaluated

15-1 A Model of Performance Management

Performance management is an integrated process of defining, assessing, developing,
and reinforcing employee work behaviors and outcomes.' Organizations with 2 well-
developed performance management process often outperform those without this cle-
ment of organization design.” As shown in Figure 15.1, performance management
includes practices and methods for goal setting, performance appraisal, training and
development, and reward systems. These practices jointly influence the performance of
individuals and work groups. Goal setting specifies the kinds of performances that are
desired; performance appraisal assesses those outcomes; training and development sys-
tems build individual competences; and reward systems provide the reinforcement to
ensure that desired outcomes are repeated. Because performance management occurs in
a larger organizational context, at least three contextual factors determine how these
practices affect work performance: business strategy, workplace technology, and emplayee
involvement High levels of work performance tend to accur when goal setting, perfor-
mance appraisal, training and development, and reward systems are aligned jointly with
these contextual factors.

Business strategy defines the goals and objectives, policies, and intended relation-
ships between the arganization and its environment to achieve effectiveness. Whether
the organization is for-profit, nonprofit, or operates on a worldwide basis, the business
strategy must account for the extent to which its activities have to be tailored to a local
situation. Performance management focuses, assesses, develops, and reinforces member
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