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1. Introduction

Every organization performs its task with the help of resources as men, machine, materials and money. Except manpower other resources are non-living but manpower is a live and generating resource. Manpower utilizes other resources and gives output. If manpower is not available then other resources are useless and cannot produce anything. Out of all the factors of production manpower has the highest priority and is the most significant factor of production and plays a pivotal role in areas of productivity and quality. In case, lack of attention to the other factors those are non-living may result in reduction of profitability to some extent. But ignoring the human resource can prove to be disastrous. In a country where human resource is abundant, it is a pity that they remain under-utilized. In wording of Oliver Sheldon “No industry can be rendered efficient so long as the basic fact remains unrecognized that is human.” The people at work comprise a large number of individuals of different sex, age, socio-religious group and different educational or literacy standards. These individuals in the work place exhibit not only similar behaviour patterns and characteristics to a certain degree but also they show much dissimilarity. Technology alone, however, cannot bring about desired change in economic performance of the country unless human potential is fully utilized for production. The management must therefore be aware not only organization but also employees and their needs.

The human resource is critical and difficult to manage. It is because human behaviour is highly unpredictable. It differs not only from individual to individual but often on the part of same individual at different points of time. In spite of biological and cultural similarities, human beings not only differ in their appearance but also in their capabilities based on their background, training and experience. Human resource or a person at work is the most important component of the undertaking. Management cannot afford to ignore human resource at any cost. Management is the process of efficiently getting activities completed with and through other people. The management process includes planning. Organizing, leading and controlling activities those take place to accomplish objectives. Being a branch of management, personnel management also performs the same functions towards the achievement of objectives. Different terms are used for personnel management. The different terms are labour management, labour administration, labour management relations, employee-employer relations, personnel administration, human assets management, human resources management etc. In simple sense, human resource management means employing people, developing them, utilizing, compensating and maintaining their services in tune with the job and organizational requirements.

2. Human Resource or Employees

The principal component of an organisation is its human resources or `People at work'. Human resources have been defined from the national point of view as, "the knowledge, skills, creative abilities, talents and aptitudes obtained in the population: whereas from the view point of the individual enterprise, they represent the total of the inherent abilities, acquired knowledge and skills as exemplified in the talents and aptitudes of its employees". Jucius calls these resources `human factors' which refer to "a whole consisting of inter-related, inter-dependent and interacting physiological, psychological and ethical components.

It is this human resource which is of paramount importance in the success of any organisation because most of the problems in organigational settings are human and social rather than physical, technical or economic. Failure to recognise this fact causes immense loss to the nation, enterprise and to the individual. In the words of Olivery Sheldon, "No industry can be rendered efficient so long as the basic fact remains unrecognized that it is principally human. It is not a mass of machines and technical processes but a body of men. It is not a complex of matter, but a complex of humanity. It fulfils its function not by virtue of some impersonal force, but by human energy."

People at work comprise a large number of individual of different sex, age, socio-religious group and different educational or literacy standards. These individuals in the work place exhibit not only similar behaviour patterns and characteristics to a certain degree but they also show much dissimilarity. The term `human resources' at the macro level spells out the total sum of all the components possessed by all the people, where as the term `personnel' even at the macro level is limited to all the employees of an organisation. Human resources even at the organisational level include all the component resources of all employees like managing director, board of directors, persons who work on honorary basis, experts drawn from various organisations and those people influencing the human resources of all the former groups. In short, it includes the resources of all the people who contribute their services in the attainment of organisational goals and others who contribute their services in the attainment of organisational goals.

3. Definition of Employee under Various Acts

Employment Exchanges (Compulsory Notification of Vacancies) Act, 1959 -2B Any person who is employed in an establishment to do any work for remuneration

(a) Employee's Provident Fund and Miscellaneous Provisions Act, 1952 -2F Any person who is employed for wages in any kind of work, manual or otherwise, in or in connection with the work of an establishment, and who gets his wages directly or indirectly from the employer, and includes any person- (i) employed by or through a contractor in or in connection with the work of the establishment; (ii) engaged as an apprentice, not being an apprentice engaged under the Apprentices Act, 1961, or under the standing orders of the establishment.

(b) Employees Provident Fund Scheme, 1952 2F Excluded (i) an employee who, having been a Member of the fund, withdrew the full amount of his accumulations in the Fund under clause (a) or (c) of sub-paragraph (1) of Paragraph 69; (ii) an employee whose pay at the time he is otherwise entitled to become a Member of the Fund, exceeds five thousand rupees per month; Explanation.-"Pay" includes basic wages with dearness allowance, retaining allowance (if any) and cash value of food concessions admissible thereon (iii) (iv) an apprentice; Explanation.-An apprentice means a person who, according to the certified standing orders applicable to the factory or establishment, is an apprentice, or who is declared to be an apprentice by the authority specified in this behalf by the appropriate Government.

(c) Employee State Insurance (General Provident Fund) Rules, 1950 2(e) "Employee means a person appointed to or borne on the cadre of the staff of the Corporation, other than persons on deputation”.
(d) Payment of Bonus Act, 1965. 2(13) Any person (other than an apprentice) employed on a salary or wage not exceeding three thousand and five hundred rupees per mensem in any industry to do any skilled or unskilled manual, supervisory, managerial, administrative, technical or clerical work of hire or reward, whether the terms of employment be express of implied

(i) Working Journalists and Other Newspaper Employees (Conditions of Service) and Miscellaneous Provisions Act , 1955 2(c) News Paper Employee "newspaper employee" means any working journalist, and includes any other person employed to do any work in, or in relation to, any newspaper establishment.
4. Main Characteristics

From the study of the above mentioned definitions of employee the following are the main characteristics:

(a) A person renders his or her service which is surplus with the person.

(b) Person offers the service under the terms and conditions of employment.

(c) The person gets remuneration in lieu of the services offered to employer.

(d) A variety of services are being offered by the employees as per their knowledge and skills.

On the basis of their skills and job the employees may be called unskilled, semi-skilled and skilled employees. Further as per the nature of the job performed they are classified as technical and non-technical employees.

5. Employee Performance
Every organization has been established with certain objectives to achieve. These objectives can be achieved by utilizing the resources like men, machines, materials and money. All these resources are important but out of these the manpower is the most important. It plays an important role in performing tasks for accomplishing the goals. The question arises that how these resources are utilizes by manpower. Further, the business environment is changing drastically. The environmental factors are uncontrollable. These are beyond control of management of the firms. One has to adjust with the external factors to do the business in the market. Every environmental factor like social, cultural, legal, political, economic, technology and competition gets changed very fast. For effective working the knowledge of these factors is must otherwise the plan will misfire. In present situation it is difficult to predict about anything. It is uncertain to say that what will happen tomorrow. Again the need for highly skilled and dedicated manpower is felt who can give the best output. Nowadays the markets are also very competitive and there is cut throat competition. For every organization it is difficult to start, survive, stabilize and excel in the business. The firm that gets the advantage over other competitors through their talented and dedicated manpower can take the lead in the market. The contribution of employees on job is the most important factor for development and excellence in business. The performance of employees on different jobs in close coordination is needed for success of the unit.

Employees are performing different jobs in an organization depending upon the nature of the organization. They mainly perform tasks like production, storage, manufacturing, transportation, marketing, purchasing, distribution, promotion of business, finance and accounting, human resource, research and public relations. All these activities are inter-related to achieve the targets. These are to be performed by the employees properly so they can give their best out put at the job. This will have great impact on the total production, sales, profit, progress and market position of the company in the market. Various factors like skills, training, motivation, dedication, welfare, management policies, fringe benefits, salary and packages, promotion, communication etc. are responsible to encourage the people to work sincerely and give their best output. The importance of employees’ performance must be understood by the management and sincere efforts must be put in that direction. The management of the company taking timely steps in that direction will be in position to develop and motivate the people to do so. Finally the company may take the lead the market and grab the opportunities available in the market.

6. Advantages of Higher Employees’ Performance

Following are advantages of higher performance to the individuals, organization, society and nation as a whole:

(a) The productivity of individual on job increases.

(b) Employee gets job satisfaction at job.

(c) Psychological problems of employees come to low level.

(d) Involvement of employees in their jobs increases.

(e) A sense of commitment and loyalty among employees develop.

(f) Employees get higher salaries and incentives on production basis.

(g) Quality and quantity of the total production increase.

(h) Sales and market shares of the company in the market improves.

(i) Profit improves and that leads to progress of the business.

(j) Good will of the organization goes high.

(k) All these contribute in the development of national economy and living standard of the society as a whole.

7. Performance Management

The main objective of human resources management is to utilize the human resources in a most optimal manner so that targets can be achieved very effectively and efficiently. For this purpose managing performance of employees as a whole is very important. Performance management takes care of this function. Performance management maintain, develop and motivate the people at work to give better results. In the present competitive situation the organasation that gives better results can survive, stabilize, grow and excel in the performance. It helps a lot in achieving the objectives of HRM. Performance management includes activities to ensure that goals are consistently being met in an effective and efficient manner. Performance management can focus on performance of the organization, a department, processes to build a product or service, employees, etc. This concept has been defined by various authors as follows:

(a) 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. Performance management is a whole work system that begins when a job is defined as needed. It ends when an employee leaves your organization. Many writers and consultants are using the term “performance management” as a substitution for the traditional appraisal system.

(b) Performance management is the larger process of defining what employees should be doing, ongoing communication during the year, linking of individual performance to organization needs, and the evaluating of appraising of performance.

(c) Performance management involves enabling people to perform their work to the best of their ability, meeting and perhaps exceeding targets and standards. For successful performance management, a culture of collective and individual responsibility for the continuing improvement of business processes needs to be established, and individual skills and contributions need to be encouraged and nurtured. Where organizations are concerned, performance management is usually known as company performance and is monitored through business appraisal.

(d) Performance management: A framework that identifies opportunities for performance improvement through use of performance measures such as standards and indicators.

(e) Performance measurement: a process of assessing the achievement of pre-determined goals and objectives through the measurement of the following types of indicators: inputs, processes of delivery of activities and services outputs, and outcomes.
8. Functions of Performance Management

The performance management is mainly concern with the performance of the people, systems and organization. To achieve this objective performance management performs a variety of functions. These functions are summarized below:

(a) Create Healthy Work Environment

HR or performance manager works with the people. Their objective is to create an environment of openness, trust, mutual understanding, team spirit and cooperation. In this environment only the manpower can be utilize more effectively to contribute to organizational goals. They create environment with the help of HR policies, day to day dealing, rules and regulations regarding leaves, welfare, promotion, discipline, incentives, training etc. It creates confidence in persons to work without worry.

(b) Develop Performance Plans

Management goes for planning of the job, competencies required for performing the jobs and standards required for performance of the jobs. It includes job description, job specification and fixation of job performance standard. Through these plans only the type of person required can be ascertained.

(c) Selection of Appropriate People

To carry out the various types of jobs in the organization manpower is needed. The required type and number of people are to be selected from the aspirants. So they may be made available at right place in right time for accomplishment of the tasks at required time. This is possible through proper recruitment and selection of employees.

(d) Decision Regarding Performance Standard

Performance management as a function of human resource management, The management takes decision regarding the required standards of the performance in consultation with top level management, head of departments and experts or consultants. They consider the lowest, highest and average performance of the people at work. After detail discussion the most realistic standards are fixed by the management.

(e) Plans for Development of Employees

Performance management is interested for development of both employees and organization. With the development of one is the development of both. He conducts orientation of the persons, provides education, and finds out the need for training and conduct training programme for development of skills, knowledge and competencies. This can contribute in improvement of the performance of persons and company.

And other functions.

9. Concerns of Performance Management

Performance management is an important function of human resource management. HRM is mainly interested for proper utilization of manpower and contribute to a good extent in achieving the objectives of the organization. In nutshell, it can be said that through better performance it is to make the organization more effective in the present competitive situation. The following are the main concerns of performance management:

(a) Concern with Productivity

It is first of all concerned with the out put per person/system/machine/group It is concerned with the results achieved, the performance of activities, competencies needed to perform these activities from every individual, group or tem/ department and organization as a whole. In present uncontrollable, risky and rapidly changing environment it is difficult for every one3 to survive, stabilize, grow and excel in their performance. Those who are in position to give excellent performance they are leader in the market. They are only grabbing maximum opportunities. Performance management is mainly concerned for better result through processes, input and required competencies. It is possible through planning, developing, measuring and review of the performance of every one. Performance management plays an important role for effective working of HR management.

(b) Concern with Planning of Performance

Performance management is concerned with planning of the performance of people at work for better result in future. This means defining expectations expressed as objectives and in business plans. It plans the roles of everyone, standards of performance to be given in advance so that the actual performance can be compared with these standards. The performance of individual or group is aligned with the goals of the organization.

(c) Concern with Performance Measurement and Review

The next concerned of it is to measure the output of individuals and systems periodically. Further it is to compare with the standards already fixed . This shows the position of the performance whether the result is in the required direction or not. If the result is as per the planning then it is to be maintained otherwise it needs the remedial action for improvement. This position must be reviewed further for better result also Though this concern many irregularities will be removed and there may be better and smooth performance of everyone concerned in achieving the objective of the organization.

And other concerns.

10. Benefits of Performance Management

Performance management is a very important part of human resource management. The focus of it is on development aspects of individual and organisation performance. The approach of performance management is positive. In present highly competitive environment, a high degree of skill and commitment is needed to understand the environment and perform accordingly. Everybody is benefited by actions of performance management. It is bit difficult to summarise the benefits of it in detail. It is possible to get all employees to reconcile personal goals with organizational goals. One can increase productivity and profitability for any organization and that leads to progress of the organisation. It can be applied by organisations or a single department or section inside an organisation as well as an individual person.

(a) Financial Gains

Financial gains from performance management are following:

(i) Improve productivity and production of the company.

(ii) Reduce costs due to sincere and skilled manpower.

(iii) Complete the projects well in time because every one is giving his best performance at work.

(iv) Aligns the organizational and individuals goals and that avoids all delays in performance.

(v) Through proper and timely communication the objectives are clarified and desired action can be achieved from employees as management wants.

(b) Non-Financial Gains

Following are non-financial gains from performance management:

(i) Healthy working environment avoids work stress of the employees,

(ii)
Optimizes incentive plans to specific goals for over achievement, not just business as usual

(iii) Employees feel satisfied when the working environment is friendly.

(iv) Employees get chance for further career development, training and promotion etc.

(v) A sense of belongingness, attachment and commitment develops among employees.

(vi) It leads to a high degree of motivation in employees and further creates a sense of loyalty towards the organisation.

(vii) Persons understand the importance of their roles and get engaged in contributing to the organisational goals.

(viii) Create transparency in approach and dealing among employees.

(ix) High confidence in organisation and its different processes like salary, bonus, promotion etc.

(c) Effective Management Control

(i) Approach of person is flexible, responsive to management needs and performing the tasks.

(ii) Displays better data relationships

(iii) Helps to comply in inspection, audit and other legal

(iv) Simplifies communication of strategic goals and gets involvement of lower level employees too.

11. Performance Management and Performance Appraisal

Performance is often defined simply in output term that is needed for achievement of pre-decided goals. Performance is concerned what job is done, how it is done and what has been achieved. The Oxford English Dictionary confirms this by including the phrase ‘carrying out’ in its definition of performance: ‘The accomplishment, execution, carrying out, working out of anything ordered or undertaken.’ High performance is the outcome for positive behaviour, proper use of knowledge, skills, ability, capability and competencies. Performance management must examine how results are attained because this provides the information necessary to consider what needs to be done to improve those results. The concept of performance has been expressed by Brumbach as follows: ‘Performance means both behaviours and results. Behaviours are the product of mental and physical efforts applied to tasks and that can be observed apart from the result from the job. This definition of performance concludes that when managing performance both inputs (behaviour) and outputs (results) need to be considered. In present turbulent and highly competitive business environment the question of survive and grow matters a lot. Management is under pressure to increase the productivity of everyone so that competitive advantage over competitors can be achieved. This is the main objective of performance management.

Performance management is a process for establishing a shared understanding about what is to be achieved and an approach to managing people that increases the probability of achieving success (Weiss & Hartle).

12. Principles of Performance Management Plan

For effective working of performance management, management must keep certain guidelines in mind. These guidelines may help in proper working and avoid much confusion during work. Experts have suggested the following principles:

(a) Continuous Coaching, Feedback and Communication

Performance management is considered a continuous process, not an event. For its proper and effective working the principles of continuous coaching and feedback are integral to success. These will definitely coordinate the related activities properly.

(b) Effective Communication

The Performance Management Plan gets involved line managers, supervisors, experts and consultants. To coordinate between them a proper timely and effective communication is needed. If is not there the objective of the plan will be defeated. It will ensure mutual understanding of work responsibilities, priorities, and performance standards and measurements.

(c) Discussion and Evaluation

Discussion and evaluation of specific job should be there. The discussion and evaluation should be regarding nature of jobs, tasks, competencies needed to perform these jobs, major duties and responsibilities and the performance standards. These must be specifically defined and communicated as the first step in the process.

(d) Performance Standards

Performance standards for each major duty / responsibility must be defined and communicated to all concerned. These standards are to be decided in mutual discussion with line managers, manager in charge of the job, persons performing the jobs, in house experts and consultants. Through detailed discussion the lowest, highest and average performance of the performers are to be taken in to account before finalizing the performance standard. These must be feasible to achieve by an average performer.

(e) Employee Involvement and Development

The performance management revolves around the manpower. The management must kept in mind that they must be involved the it and efforts must be there for their development and improvement of performance at work They must be motivated to develop their competencies, involve in the jobs and give best output to contribute in achievement of the organizational goals. Without proper involvement and development of employees it is not at all effective.

And other principles.
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1. Introduction
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3. Characteristics of Performance Management Process

4. Roles of Supervisors, Employees and Reviewers

1. Introduction
Process can be explained as a set of activities and these activities are arranged in a logical sequence of occurring. The sequence of activities cannot be disturbed. If it is disturbed then the function cannot be performed out of sub activities performed. The activities in performance management are similar to the other process in organisation like planning, organising, controlling and management by objectives. In it a set of activities are involved. To perform the functions of performance management these activities are to be carried out in their required sequence. The performance management process requires many ongoing activities in the organization.. This includes identifying and prioritizing goals, defining what constitutes progress towards goals, setting standards for measuring results, and monitoring performance, counseling, coaching, communication, motivation and feedback of performance to employees, review of performance, development plans, implementing effective goal-oriented activities, and intervening to create improvements when needed. For effective working of this process, business performance management software is mainly used in organizations.

The performance management process focuses on overall performance of the unit. Great importance is given to the activities above mentioned for effective accomplishment of the goals of the organization on the methods In most of the orgnisations these activities are performed but it is not hard and fast for every organization. The steps in the performance management process may vary from one organization to another organization. But special focus will be given to the activities of higher priority. Most programs include certain core activities working from the highest level of the organization down to the smaller components.

2. Steps in Performance Management Process

After depth study of various organisations, it is found that in every organisation different steps have been taken and there is no similarity in steps in performance management process. It entirely depends upon the requirement of the organisation and the management working pattern. Some organisations take help form the consultants and some are having their own internal experts for scanning the business the business environment, identifying and prioritizing the goals, fixing responsibility and accountability, expected performance standards and many more work related aspects. In large roganisation mostly the below mentioned steps are followed but in small and further smaller organisations some of the steps may be or may not be followed. It is summarised that the following steps have been involved in different organisations in general but exactly not similar in all:

(a) Step 1: Planning

(b) Action or Execution of Plan

(c) Performance Assessment

(d) Final Review and Development Plan

3. Characteristics of Performance Management Process

From the study of performance management definitions and steps involved in performance management process, nature and practices followed in different organization in different sectors and sizes the following characteristics have been found:

(a) Continuous Process

The performance management is a continuous process. It involves communication from top to bottom and feedback from bottom to top. It takes place round the year. The process cannot be completed with in a short period. When one year performance process is completed then it starts for the next year. It is a never ending process. There are continuous dialogues between supervisors, managers and employees regarding communication, coaching, counseling, motivation and feedback. The objective behind these dialogues is to make the people to understand and perform as per the expectation so that the goals can be achieved.

(b) Use of Ranking and Ratings

In this process for evaluation purpose repeatedly and ranking and ratings have been used for different factors. The ranking and ratings are used for communication, coaching, performance standards, behaviour, discipline, level of commitment to achieve the tasks, leadership quality shown, initiatives taken for problem solving etc. There are different ratings and rankings required for completion of the assessment work. For example meets standards/ does not meet standards/ exceeds standards or first, second, third, fourth ranking in the lot.

(c) Focus on Behaviors

The tasks have been assigned to the employees and their accountability has been fixed. While performing the tasks the employees express their actions and reaction relating to the work. It is called the behaviour of the persons at work. It is very important aspect and management give special focus on it, During work employees shows different aspects of behaviour such as happy, unhappy, like, does not like, arguments, not arguments, obey, disobey, support, does not support, cooperate, does not cooperate, initiatives, not initiatives, discipline, indiscipline, commitment , no commitment etc. There are many aspects like this. Here some of them are mentioned. For evaluation purpose different agencies have developed different performance appraisal system.

The employees are rated on the basis of these factors.

(d) Cooperative Approach

The performance management process involves a cooperative approach between managers, supervisors employee, focusing on regular discussions about responsibility, accountabilities, performance standards expectations, performance appraisal, review of action, development and compensation plans.. They begin the year with an extensive discussion regarding these points time to time. All concerned persons take initiatives for giving expected performance standards and better behavours during the work. The approach among them is very cooperative and contributes in accomplishment of the targets fixed.

And other characteristics.

4. Roles of Supervisors, Employees and Reviewers

Several people share the responsibility in performance management process activities like planning, communication, coaching, feedback, training and education, motivation, feedback, assessment of performance, review of plans etc. The detailed descriptions of the roles played by the people in this process are explained below:

(a) Roles of Manager and Supervisor

Coaching:
● Conduct conselling and provide coaching whenever required to the employees whose performances are below standards.

· Identify and suggest ways to the employee for improvement in performance. Accept suggestions from employees for motivation and active roles for further planning of development plans.

· Timely communicate to employees regarding better opportunities and improved procedure for improving the work Create confidence among employees for suggestions for further improvement in performance

· Make proper observations regarding the performance of the employees and the gathered information that help them in mid year, final assessment at the end of the year and other planning work

· Keep records of achievements and complaints got from customers regarding employees work.

(a) Role of Employees

Planning:
●    Meeting and discussion with their managers andupervisors in the beginning.

· Regarding accountability, performance standards and behaviour.

· Give suggestions for better performance to the managers.

· Discussion with managers about expectation from them relating to accountability, performance standards and behaviour.

· Clarification of doubts if exist from managers and supervisors about accountability, performance standards and behavour at work.

· For better performance they discuss with their managers and supervisors

· Regarding managers’ and customers’ expectations, job priorities and budget etc.

(c) Role of Reviewers

Planning:
● Discuss with the managers and supervisors regarding how their Planning meeting was planned and conducted.

● Check the ratings for the accountability and performance standards whether these are feasible to achieve or not.

· Make sure that the planning points discussed in the meeting have been communicated to the employees or not and find out the point of disagreement also during planning meeting.

Topic 3. Employees / Labour Productivity

1. Meaning and Definitions of Productivity

2. Labour Productivity Measurement

3. Objectives of Productivity Measurement

4. Productivity Measurement Issues

5. Factors Affecting Performance/ Productivity


6. Production and Productivity

7. Higher Productivity and Progress

8. Forms of Productivity

9. Uses of Productivity Measure

10. Productivity Improvement

11. Role of Employees in Service Sector
1. Meaning and Definitions of Productivity

The terms production and productivity are often used interchangeably. But there is difference between the two. Production refers to the total output of all employees at a point of time. Productivity refers to the output relative to the inputs per person or system with reference to a point of time. Stated more clearly, productivity refers to the amount of goods and services produced with the resources used. Productivity is measured with the help of a formula which runs as follows:[image: image1.jpg]
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Quantity of goods and services produced
Productivity =  ________________________________
Amount of resource used
Production and productivity are two different concepts and these are explained below:

Production – The total quantity of goods and services produced by utilizing different resources is called production.

Productivity – The amount of output that is produced per unit of input; usually expressed in terms of output per unit of time

2. Labour Productivity Measurement

Labour productivity is the measure of efficiency at which the inputs are converted into out put through various manufacturing processes. To know the relative worthiness the measurement is necessary. This measurement is very helpful for the management for future planning and actions. The measurement can be carried out as per the need of the organization. There are the following ways of measuring labour productivity:

(a) Output per Man-Hour
	Labour Productivity  =
	Output

	
	

	
	Man-hours used

	
	


(b) Labour Hours per Unit Output
Labour Productivity  =
Total labour hours used
Output
(c) Added Value per Unit of Labour Cost
Labour Productivity  =  Added value for the products
Total wages
3. Objectives of Productivity Measurement

Productivity is a measure of efficiency and defined as a ratio of output t to input use. There are not differences over this definition among scholars, consultants, experts, and practitioners. There are different measures of productivity. The objectives of productivity are also general and not special. These are explained below:

(a) Search for Suitable Technology

Technology can be defined as a tool, technique, system, design and a process that has been utilized for production of products or services. It has been utilized to convert the resources into outputs(products and services) as planned by the management of the company. There are three components of technology. These are hardware, software and brain ware. These three elements together are utilized to get the finished output. To do this work the search is there is find out the suitable method that can meet the requirement in the present competitive situation so that the company can get competitive edge in the business .The technology giving or contributing in providing the higher productivity is the only choice. For that reason also the productivity is measured. The technology needs a huge capital to invest and if proper care is not taken then it may not meet the requirement of the company. In future it becomes very difficult to replace it. Further, the existing technology productivity is also measured to find out whether it is as per the requirement of time. If not meeting the required level of productivity then the existing technology might be replaced by the new one. Due to these reasons the productivity has been measured.

(b) Improve Working Efficiency

The present scenario across the world is drastically changing. In this situation the changes are taking place very rapidly. The condition is very risky and uncertain. Over and above stiff competition is being faced in the market worldwide. Every firm is putting its best efforts to perform the work better and before other. This is the only mantra in present situation for survival, grow, stabilize and excel in the business. Efforts are put to increase the quality, quantity, decrease the time taken and cost involved. This improves the efficiency. To know whether their efficiency is high or low, it is measure. The productivity is the measure of efficiency. Efficiency is the ability to perform the tasks with available resources i. e. manpower, machine, money and materials .With the help of productivity measurement the remedial and improvement actions can be planned by the management so that their working ability stay in tune with the need of the time to fulfil the objectives. That is why the productivity is measured.

(c) Reduce Production Costs

(d) Benchmark Production Process

(e) Assessment of Living Standards

4. Productivity Measurement Issues

Labour productivity can be measured in physical terms in numbers. Meter, liter, Further if required it can be measured in money term like price, profit and cost. The measurement can be carried out as per the requirement of the organization. But, for this there is no hard and fast rule for measuring unit. The out put varies as per the industry. In some the out put is easily measured but in some cases the out put cannot be measured. The quantitative dimensions can be measured easily but where the qualitative dimensions are there the measurement is not possible. Where we go for different or heterogeneous labour it is more difficult to measure the productivity. Measurement of productivity involves the problem of expressing the related factors numerically to arrive at the mathematical expression of productivity. The main objective behind productivity measurement is to provide management with a concise and accurate base for comparison of actual result with expected levels of productivity. It shows the relative worth of employee to the organization. However, in measuring actual productivity, the following problems are generally encountered:

(a) The quality and intensity of labour-efforts cannot be measured because these are qualitative aspects of productivity. The rough estimates can be done. The fair justice cannot be done in this case.

(b) Where creativity aspect is involved in performance of the job to produce innovative product or development of new design and model of products. This takes time and there is no guarantee of the result. The result may be or may not be there at a particular point of time.

(c) Where the output is resulted due to different systems of management, organization, co-ordination or engineering. The more number of teams are involved. In this case it is difficult to measure the efficiency of individual or a team.

(d) When the result is due to different labour, the effect of one on other labour form, the results cannot be measured for one type of labour separately.

5. Factors Affecting Performance/ Productivity

The productivity is affected by multiple factors. Some time one or more factors play there role to increase or decrease the labour productivity. The factors those affect the performance or productivity are the same. Because when the productivity of individual is increased automatically his performance is also increased. We should not get confused with the factors affecting productivity or performance.

The management experts have classified these factors under following heads:

(a) Physical, organisational, location, and technological.

(b) Cultural and behavioural.

(c) Global influences, innovativeness, strategic alliances, liberalized policies etc.

(d) Managerial and organizational business environment.

(e) Levels of flexibility in internal labour markets and the organization of work activities – e.g. the presence or absence of traditional craft demarcation lines and barriers to occupational entry.

(f) individual rewards and payment systems, and the effectiveness of personnel managers and others in recruiting, training, communicating with, and performance-motivating employees on the basis of pay and other incentives.

The individual factors those affect the performance or productivity are listed below:

(a) Working conditions
(b) Working hours

(c) Nature of job.
(d) Employees competencies.

(e) Job security.
(f) Welfare and social security.

(g) Training of employees.
(h) Salary packages.

(i) Liberty at work to perform.
(j) Quality of leadership.

(k) Motivation of employees.
(l) Career development opportunities.

(m) Rewards, recognition and incentives (n) Organisational culture.

(o) Behaviour of employees. 

(p) Location of work.

(q) Management approach. 


(r) HR policies.

(s) Technology at work. 


(t) Business environment.

(u) Level of competition in market.
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7. Higher Productivity and Progress

When the factors affecting the productivity are managed properly the situation becomes favourable. The affecting productivity may include working conditions, technology, training of employees, motivation, leadership, favourable rules, regulations, policies, management attitude and career development opportunities. When these are managed properly, these create interest to work and give the best of the capacity. The employees’ problems are reduced or finished. The workers take their responsibility to perform. The unwanted time and activities are saved and in turn these save the time to give more output. Accidents, wastes and reworks are avoided. This improves the quality and quantity of the output per person. With the same input the output and quality of the output go higher. These in turn directly contribute to achieve the performance standards and targets. When these products or services are sold in the markets the customers use these and get the perfect functions from them. It leads to satisfaction of the customers. The satisfaction of the customers is very valuable for the business organization. The satisfied customers repeat the purchase of same products or services in future. The customers are retained. Further, they make the publicity by words of mouth to their family members, friends, relatives and colleagues. It leads to enhance the sales of the company. The company market share increases. The higher sales contribute in increasing the profits of the company. The employees due to their higher productivity get higher salary packages, incentives, promotion opportunities, bonus, welfare-facilities etc. from employers. The living standard of the employees improves. The organization as a whole earns profits every year and it leads to the progress of the business.

The employees and business organizations are part of the society and national economy. Finally, they all contribute in development of the national economy. So the importance of higher productivity can be understood. Specially, in the tough competitive situation the management is very much concern to improve the productivity of every employee, system, machine and unit for survival, development and excel in the business. If not taken care of it is going to affect adversely.

8. Forms of Productivity

Productivity is an overall measure of the efficiency or ability to convert the inputs into goods or services. More specifically, productivity is the measure that shows how efficiently the required resources are utilized to achieve the objectives in terms of quantity and quality with reference to a point of time. Productivity may also be defined as an index that measures output (goods and services) relative to the input (labor, materials, energy, etc., used to give the finished goods or services). The productivity is the ratio of output to input. The ratio can be increased or decreased by decreasing or increasing the denominator. Further, in similar way the productivity can be increased by increasing the inputs and outputs but the output is increased faster than input or the inputs and outputs decrease but the inputs decrease faster than output. The utility of productivity ratio is very wide in an organisation. It can be used for a person, team, department, organisation, industry and nation as a whole. It can be applied to labor productivity, system productivity, machine productivity, plant productivity, capital productivity, energy productivity, and so on. Productivity is an objective concept. As an objective concept it can be measured, ideally against a universal standard. As such, organizations can monitor productivity for strategic reasons such as corporate planning, organization improvement, or comparison to competitors. It can also be used for tactical reasons such as project control or controlling performance to budget.

Productivity is a useful measure of actual output produced compared to the input of resources, measured across time or against common entities Therefore, a productivity ratio expresses how efficiently resources of an organization are utilized to give output. Productivity and efficiency are the two concepts often confuse. Efficiency shows the time needed to perform a job to standard time. It can be said that the productivity is a measure of effectiveness (doing the right thing efficiently), which is outcome-oriented or result oriented. Productivity is can be expressed different forms like partial factor productivity, multifactor productivity, and total productivity. These forms are explained in the following paragraphs.

(a) Productivity Partial-Factor

(b) Multifactor Productivity

(c) Total Factor Productivity

9. Uses of Productivity Measure
Productivity is a measure of efficiency to show how the result is given by utilizing the different resources. It is a very good and helpful tool in evaluating and monitoring the performance of an employee, machine, system, team, section, department, division, organization, industry and national economy. When directed at specific point it shows the relative worthiness of that unit to the organisation. It becomes the yardstick for comparison of the effectiveness at work. It is used for finding out the comparative effectiveness of individual, machine, team, department while performing the work. If it is not measured it is not possible to know who is doing good work and who not. The slow performers cannot be identified. With the help of this the problematic unit can be picked up and remedial actions can be taken for further improvement. Managers are interested with productivity as it relates to making improvements in performance of their company. Proper use of productivity measures gives idea where the problem lies and how the productivity of problematic area can be improved. If it is taken care of timely the performance would not be affected much. Otherwise in the long run the effect may be non- recoverable.

Productivity contributes in providing the competitive advantage to the company in cut throat competition in the market. The company takes advantage over their competitors and performs better in business. When the performance of everyone is improved through productivity measure, the production quantity and quality go high. The products are accepted in the market. The sales and market share of the company improves. The company becomes leader in the market and goodwill develops. This is the ultimate goal of every business unit. Productivity measure can be used to measure and compare the performance of each individual, team, group, department and division within the organisation. Further it is utilized for comparing the performance of the organisation with similar company or competitor. It can be used as a benchmark in the industry for comparison of performance of products or services. It is a very useful tool for the management in present time and for future also.

10. Productivity Improvement

Productivity improvement is the concern of every one who ever is related to the work. The may be employee, team, division, department, organization and government for national economy. There is not doubt that the productivity can be improved and further it can be maintained also if proper and timely care is taken. In the competitive situation only the company giving good performance through products and services stay in the market. It has become very difficult to grow, stabilize and excel in the performance. It is only through good performance and higher productivity. For improvement of productivity different academicians, practitioners and managers have suggested many points. These points or concepts are very simple but the implementation of these points is not very easy. A lot of efforts and attention is needed. In implementation the changes are to be made as per the situation, rules and regulation, available resource and employees. The productivity improvement process should have the following steps:

(a) Setting Mission of the Organization

(b) Setting Goals and Performance Standards

(c) Motivate Employees

(d) Identification of Strengths and Weaknesses

(e) Training and Development of Employees

(f) Performance Appraisal

(g) Future Planning, Development and Corrective Actions

(h) Performance Improvement Plan

11. Role of Employees in Service Sector

Service is the facility that has been provided by the service providers to the customers for a price.. Services is defined as any facility or benefit that one party offer to another that is essentially intangible and does not affect the transfer of ownership. The facility offered by the service provider is intangible and it can be availed. But it cannot be carried away, touch or transfer from providers to the customers. The ownership is not transferred. For example service of a teacher, barber, restaurant, STD booth etc. In some cases the services are offered purely and in some cases offered with the help of tangible products. The major characteristics of a service are intangibility, inseparability, ownership, perish ability, and heterogeneity, The services offered are intangible as it cannot be seen, touched or carried away but it can be availed. It cannot be transferred from provider to the customers. The services offered by different service providers are different from others. It cannot be separated from the service providers so the presence of them is necessary at the place of services provided. The services are available for a particular point of time and it cannot be stored. So the inventory of services cannot be made. At the time of availability if the services is availed then it is okay otherwise it cannot be availed later on.

In past the most of the economies in the world were dominated by agriculture and allied activities like agriculture, piggery, forestry, diary and fishery, But from last a few decades the scenario has been changed. The economies later on were dominated by manufacturing activities. In the later part of twentieth century the development of services sector took place and started dominating economies worldwide. More than fifty percent of the economies are dominated by service sector. This is the third level of development in the economies. The service sector developed due to the development in education, income, more leisure time, increasing number of female in jobs and complexity of life. Now a days when we go in the markets we find every where the service providers are available. The different types of services in the market are available like news, entertainment, transportation, communication, medical, healthcare, banking, insurance, legal, technical, professional, and domestic. A couple employed and living in city needs a lot of services because all their needs cannot be fulfilled by themselves. They are ready to afford for services because they are earning a good amount every month as wife and husband both are employed. Further, in future and contribution of service sector in economy is going to increase definitely.
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1. Introduction

Organisations are set up to achieve certain objectives. Achievement of goals or targets depends upon the performance of individual employees. The objectives can be fulfilled when the tasks are assigned to the employees and they perform the tasks. Otherwise these cannot be fulfilled. Now the question arises how far the work has been done as per the planning. The responsibility, accountability and performance standards have been met or not. Hence it is quite necessary to understand as to what extent employees have been successful at their jobs for achievement of their goals. This information will be available when the performances of employees have been evaluated at the end of the year. If it is not done then the management will not come to know the exact position about the targets achieved. They will be in the dark and there will be chances of planning failure. The planning is done in the beginning of performance management process. The performance appraisal is an important stage in this process. It shows as per planning of objectives, performance standards and behaviour the communication, counseling, coaching, motivation and feedback have been given or not. Finally to see what is the impact of these planning and action on the performance of the employees. The performance standards regarding quality, quantity, cost and behaviour have been achieved or not. So it becomes necessary to carry out the performance appraisal of every one for smooth working of the organisation. Thus performance appraisal forms an important part of HRM. This necessitates the study of the topic of performance appraisal.

Performance appraisal is mainly used for three purposes:

(a) As a basis of reward allocation such as salary increments, promotion and other rewards etc. In performance appraisal systems slow and fast working employees are identified. Under compensation, rewards and recognition plans the employees are given higher pay scales, higher incentives for better performance and appreciation for the work. Some time the cases of good performers are recommended for further promotion. It leads to development and motivation of employees.

(b) Performance appraisal will point out the weaknesses of employees and will spot the areas where development efforts are needed. The weaknesses in initiatives, leadership quality, problem solving approach, behaviour, discipline, difficulties faced during the work and competencies for performing the tasks. The deficiencies can be pinpointed. Performance appraisal is a tool for identification of deficiencies. On the basis of identification the remedial action can be taken to overcome the deficiencies. This way the performance of employees may improve to a good extent.

(c) It can be used for the selection and development programme. It will differentiate satisfactory performers from unsatisfactory ones. The performance appraisal will help the management to perform functions relating to selection, development, salary, promotion, penalties, lay-off and retrenchment.

2. Importance and Uses of Performance Appraisal

Following are uses of performance appraisal:

1. It can be used for career advancement of an individual. On the basis of an individual's performance his promotion, training and development and career plans are formulated. It can be used for transfer as it discloses various abilities of individuals which can form a basis to identify as to who is eligible for transfer in respect of different categories of jobs. It provides guidelines for training and development of individuals. The training needs for individuals can be established on that basis. It encourages employees to work hard since they are aware that their performance is being appraised and it can result into a reward also.

2. Performance appraisal facilitates the determination of incentives, perquisites, fringe benefits and piece rate wages. It is also helpful for the development of organisation, as company's objectives and development programmes can be matched with employee's competence. By identification and correction action taken under performance appraisal the productivity of the employees, systems and of organization as whole can be increased. It gives clear picture into the work being done and the employees who have contributed in work achievement. Through feedback from the managers and supervisors the employees get clear ideas about the competencies, difficulties faced and the performance achieved. On the basis of this the employees take the responsibility for their improvement. The performance appraisal is a regular opportunity to find out and deal with the important issues employees facing while performing jobs.

3. Definitions of Performance Appraisal

A performance appraisal is known by other terms like employee appraisal, performance review. It is a method by which the job performance of an employee is measured in terms of quality, quantity, cost, behaviour and time. It is conducted by self, peers, seniors and junior. But generally in formal method it is conducted by the immediate manager or supervisor under whom the person is directly working. . A performance appraisal is a part of measuring, comparing, finding, guiding, correcting and managing career development of the employees.. It is the process of gathering, recording and critically analysing information about the relative importance of employees to the organization. Performance appraisal is study of present achievements, and failures, personal strengths and weaknesses, and suitability for incentives, rewards and recognition, increased pay scale, promotion or further training. Finally it shows the suitability of the person at present job to the organisation. Appraisal is the evaluation of worth, quality or merit. Appraisal should measure both performance in accomplishing goals, plans and performance as a manager. It is the evaluation of present performance and future capabilities. Different experts have defined this concept as follows:

(a) "It is the evaluation or appraisal of the relative worth to the company of a man's services on his job." (Alford and Beatty)

(b) "Performance appraisal is a systematic periodic and impartial rating of employee's excellence in matters pertaining to his present job and to his potentialities for a better job." (Flippo)

(c) "It is the process of evaluating the performance and qualifications of the employees in terms of the requirements of the job for which he is employed, for purposes of administration including placement, selection for promotions, providing financial rewards and other actions which require differential treatment among the members of a group as distinguished from actions affecting all members equally." (Heyel)

4. Approaches to Performance Appraisal

The concept of performance appraisal came to light with the development of management. After industrialization when competition crept in the market, the need for effectiveness was felt. In past, the roots can be traced in the time and motion study. For effective working the need for capable and dedicated worker was felt. In time and motion study the efforts were there to save time and activities so that the performance output can be improved. This became more and more popular with the tough competition in the market. As on today the company get differential competitive advantage over their rivals whose employees are well trained, motivated, committed and achieving the performance standard. The formal use of performance appraisal procedure was used in the time of Second World War. The history of it is not very long. It is hardly a few decades old. The approached to performance appraisal can be explained as follows:

(a) Old Approach

(b) Modern Appraisal

(c) Criticism of Performance Appraisal

(d) In Favour of Performance Appraisal

(e) The Link to Rewards

5. Objectives of Performance Appraisal

By focusing the attention on performance, performance appraisal goes to the heart of human resource management and reflects the management's interest in the progress of the employees as well as organisation. It is the process of receiving, recording and critically studying information about the relative importance of employees to the organization. It finds out the present achievements, and failures, personal strengths and weaknesses, and suitability for incentives, rewards and recognition, increased pay scale, promotion or further training. Finally it shows the suitability of the person at present job to the organisation. The objectives of performance appraisal are summarised as follows:

(a) To review the performance of the employees and find out the impact of action plans on performance of employees over a given period of time.

(b) To gather, record and measure and analyse the information relating to the performance given in the current year.

(c) To find out the strengths, weaknesses, difficulties faced during work, performance standards achieved and the deficiencies available.

(d) To judge the gap between the actual and the expected performance standards, behaviour, leadership quality, competencies, initiatives for problem solutions.

(e) To help the management in planning and exercising organizational control.

(f) To support in improving communication process and relationship between people working at different levels.

(g) To identify the need and areas for further training and development of the employees on the basis of deficiencies in competencies of employees.

(h) To provide feedback to the employees relating to the performance they have give in the current year. Their plus and minus points may be communicated to them.

(i) To provide information to assist in the other personal decisions in the organization.

(j) To communicate to employees regarding the expectation from them and the functions they performed in the last year.

(k) To assist in determination of promotion and transfer policies.

(l) To reduce the grievances among the employees.

(m) To make the compensation plans more scientific and rational.

(n) To help in the proper placement of the workers after the completion of their training and probation.

(o) To judge the effectiveness of the other human resource functions of the organization such as recruitment, selection, training and development.

(p) To help the management in developing recognition, rewards, compensation plans and other corrective actions for improvement.

(q) Finally to improve the effective utilization of manpower to meet the desired goals and get the competitive advantages over their competitors in the markets.

6. Performance Appraisals as Career Development

Performance appraisal is considered as a part of career development. "Get paid according to what you contribute" – worldwide this principle has been followed. Further this is expected by the employees also. The focus of the organizations is turning to performance management and specifically to organizational as well as individual performance. Performance appraisal helps to assess the competencies of employees, attitude at work, performance standards achieved to contribute to the objectives of organization, willingness to shoulder responsibility, initiatives to solve problems and leadership quality. Through performance appraisal the relative worth of employees to the organization is found out. It leads to the recognition of the work done by the employees, by rewarding, recognitions and higher compensation packages. Good performers are identified for promotion to the higher jobs. When employees take their own responsibility to work and overcome their weaknesses and improve performance. This opens the gate for further development in career. It plays the role of the link between the organization and the employees’ personal career development goals.

Through Performance appraisal, the talents and potentials of the employees are identified. It helps the management to identify the individuals who can be assigned the new or higher responsibility in future. The performance appraisal process in itself is developmental in nature because the weaknesses, difficulties faced, deficiencies anywhere are identified and remedial actions are taken to overcome these. The objective is not to criticize or punish but to give opportunity to improve over the weak areas. Performance appraisal review opens gate for many other HR processes. It identifies the good performers and poor performers at work. For good performers the HR process like rewards, recognitions, incentives, higher packages, promotion, deputation, job enrichment etc. are initiated. For poor performers wage cuts, deprivation of welfare facilities, demotion, discharge or dismissal, lower rate of incentives etc. these HR processes would be applicable During performance appraisal feedback is given to every employee relating to their performance with objective to explain the clear position of the performance of individual. It is with the positive approach to motivate the employees. The employee should take it as an opportunity to shoulder the responsibility to learn more to overcome the weak points so that he can improve the performance. In turn the improved performance would open the door for rewards, promotion, higher packages and other development opportunities. Based on the performance evaluation, employees can develop their competencies, performance, career goals, achieve and chart their career progression. Performance appraisal encourages employees to to shoulder the responsibility willingly to learn more, increase their strengths and overcome their weaknesses. Finally the objective of performance appraisal is to develop individual performance, organization performance and career of employees.

7. Factors Distorting Appraisal

Performance appraisal is done by the managers or supervisors. They do this job under different situation, at different place and different state of mind and at different time. Their judgements are likely to be affected. They are human being. Their psychology, liking, disliking, preference, judgement etc. are likely to affect the appraisal of employees. There are chances that errors are likely to take place. But efforts should be there so that these can be minimized. Proper care should be taken to give fair and impartial assessment. Generally the following errors are likely to take place in assessment:

(a) General Bias Errors

(b) Halo Effect

(c) Relation Rating Error

(d) Contrast and Similarity Errors

(e) Central Tendency Errors

(f) Proximity Errors

(g) Rating Inflation

8. Essential Conditions for Effective Appraisal

The assessors should keep these points in mind and review the rating errors on regular basis. If the proper care is taken then the assessment work will be adequate. Accountability can be rated as, does not meet standards, needs improvement, meets standards or exceeds standards. One each rating the assessor is supposed to give clear comments on the appraisal form. For example if the person exceeds standard them comment should be,” very good, keep it up in future also”. Similarly the other criteria like behaviour, leadership, quantity and quality of output, discipline, commitment to the work, level of competencies etc. are to be rated. Finally the overall performance of the employees is to be rated. It should be followed by the comments from the assessor. The assessor is to sign the assessment form and submit to the concerned cell in HR department. Following are the essential conditions for effective performance appraisal:

(a ) Documentation

(b) Objectives and Standards Clarity

(c) Simple Appraisal Format

(d) Assessment Methods

(e) Communication: Important Part of Performance Appraisal Process

(f) Training of Assessors

(g) Feedback

(h) Personal Bias

(i) Ongoing Feedback

(j) Rewards to Accurate Appraisers

9. Characteristics of Sound Appraisal Plan

The successful evaluation of any appraisal programme will be governed by the following factors:

(a) The line management must be in complete agreement as regards the need and the purposes.

(b) Complicated plans should be avoided.

(c) The supervisors' co-operation should be enlisted not only in preparing the appraisal form, but also in respect of the weights to be assigned to each factor.

(d) It is desirable that the appraisal plan is completely explained in advance to those who are likely to have an impact because of its implementation

(e) The supervisors must be provided necessary training for the same.

(f) There must be full cooperation of line and staff employees and also mutual checking of their performance appraisal.

(g) There must be provisions for challenges and review of performance appraisals, if so required by the union representative.

10. Limitations of Performance Appraisal

Though the performance appraisal is a very useful technique it does suffer from some of the following serious limitations:

(a) It is a useful technique of efficiency rating but there are certain personal characteristics which cannot be expressed either in figures or in any other measures.

(b) However systematic and objective a performance appraisal system may be used in the organisation, it is rather impossible to eliminate personal and subjective element from it.

(c) Normally there is the presence of `a halo' effect. This leads to a tendency, to rate the same individual first who have once stood first.

(d) While assigning the factor points or number to the employees, there are some raters who are very strict while some are more liberal. They cannot keep a far distinction between two individuals. Such an approach also nullifies the utility of this system.

(e) Sometimes the outcomes of performance appraisals are not in conformity with the other techniques of motivation, incentive wages plans and so on. Factors are introduced in the managerial appraisal because of a fact possessed by the person concerned who conducts the appraisal.

11. Other Issues Related to Performance Appraisal

(a) Appraisal as Employee Motivation Mechanism

In present time the dissatisfaction and employees turnover rates are increasing. It is very difficult to retain the good employees. Keeping this thing in mind the HR professionals are much worried because a trained person dissatisfied at work or leaving the job adds to the costs to the organization. They have taken performance appraisal as a method for motivation of employees by connecting performance appraisal with rewards, recognition, incentives, pay rises and promotion. Further the needy persons are given chances for training and development. It has proved to a good extent as a motivational tool in the organisation.

Performance appraisals and reviews can be used as a tool to reinforce the desired behaviour by coaching, guiding, communicating, correcting faulty performances and creating fear of wage cuts and punishments. A good appraisal is always accepted by the employees. Some of the employees willing accept their good and bad performances. The take their weakness as a challenge to overcome and they willing taken the responsibility to improve their skills and performance both. When they achieve good performance their work is appreciated and rewarded accordingly.

Errors in performance review can de-motivate the employees, even if there has been an increase in the salary. Such errors can kill the team spirit and initiative in the employees. Similarly, inaccurate performance reviews with wrong decisions regarding rewards, recognition and incentives may increase the level of dissatisfaction and some times they may thing to change the jobs also. The performance appraisal may work in both directions for motivation. If done properly the result will be positive otherwise it may affect the motivation of employees adversely. Employees’ motivation goes high when they accurate performance review with adequate pay rise. Managers should take care for performance appraisal keeping in mind the motivational potential of it. It may be very beneficial for everyone if proper care is taken and it is properly reviewed.

(b) Challenges of Performance Appraisal

Every organization comes across various problems and challenges of performance appraisal in order to make a performance appraisal system effective and successful. The main challenges involved in the performance appraisal process are following:

(c) Global Trends in Performance Appraisal

The performance appraisal process has become very important function rather it is the heart of the human resource management system in the company. Performance appraisal system defines the objectives, performance standards to be achieved, collect and measure the performance, and analyse the performance of every individual and organization as a whole. It is the basis of corrective, development and planning function for future. It is a very important function of HRM for evaluation of performances.
Topic 5. Performance Appraisal Process and Methods

1. Performance Appraisal Process
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1. Performance Appraisal Process
The performance appraisal is the evaluation process in which the information are gathered, recorded, measured and analysed relating to the performance of the employees. A set of activities are arranged in a logical sequence to perform the task of evaluation It includes the steps as establishment of performance standards, communication of performance standards and expectations, measurement of performance, comparison, appraisal feedback, corrective, motivation and development action. These steps are explained below:

Diagram 1: Performance Appraisal Process

Establishment of performance standards

Communication of performance standards and expectations

Measurement of performance

Comparison of performance

Appraisal feedback


Corrective, motivation and development Plans
2. Methods of Performance Appraisal
There are a number of methods that are used to evaluate employee's performance. It may be evaluated on the basis of his traits and attributes as well as on the basis of his work or results and objectives achieved by him. Thus his performance may be measured in terms of standards of his traits and general behaviour on the job or in terms of results and goals. Some of the common techniques are given below. Each method has its merits and demerits but one thing is clear that the technique employed has to evaluate mainly his job related performance. The appraisal methods can be classified as follows:

· Individual appraisal, group appraisal and other methods

· Traditional and modern methods

1. Individual Appraisal Methods

Some of the methods which are widely used to evaluate an individual employee against the standard are as under:

· Rating scale

· Checklist method

· Forced choice method

· Critical incident method

· Field review method

· Performance test and observation method

· Annual confidential reports (ACR): 

2. Group Appraisal Methods

· Factors and points method

· Ranking method

· Paired comparison method

· Forced distributions

3. Other Methods Including MBO System

· Self-appraisal

· 360º Performance appraisal

· Behaviourally anchored rating scales (BARS): 

· Appraisal by results or management by objectives (MBO) approach: 

4. Traditional and Modern Methods

