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SUPPORTING AN EFFECTIVE
PERFORMANCE APPRAISAL SYSTEM

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

1. INTRODUCTION

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

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

Many organizations have recognized the importance of designing and
implementing (a performance appraisal system. Allan (1994) surveys some
contemporary examples of effective systems implemented in such organizations
as: PepsiCo, Xerox Corporation’s Reprographic Business Group, Bank of
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America, Digital Equipment Corporation, Ensoning Corporation, American
Cyanamid Company. Different approaches have been developed in response to
organizations’ specific needs and circumstances.

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

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

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

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

2. PERFORMANCE APPRAISAL PROCESS

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

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

Performance = Worker x Work Environment.

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

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

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

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

1) designing phase and 2) implementation phase.

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

method

2. Implementation |

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

The major decisions involved in designing performance evaluation concern:

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

— the purpose of the evaluation: what are the questions to be answered by
the formal performance appraisal?
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Examining the question whether people are trying to reach success with the
some intensity as they want to avoid failure we have found in recent descriptive
models that motivations S to reaching success and motivations F to avoiding
failure do not play a symmetrical role. Motives S and F have an impact on the
decision separately not only by their difference S—F (Nowakowska 1980).

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

— the degree of reaching success (rS),

— the degree of avoiding failure (aF).

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

BIPOLAR problem: Seamstresses’ performance appraisal

| Final Position Visualization for Object LI 1L Result |

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

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

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

It can be immediately interpreted in terms of performance success and
performance failure for each particular performer (feedback information).
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The coordinate 1S informs what position the evaluated object has with
regard to the reference objects associated with personal and organizational
success (e.g. overgood, incomparable...) and how intensive this position is.

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

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

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

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

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

BIPOLAR problem: Seamstresses’ performance appraisal

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

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

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



SUPPORTING AN EFFECTIVE PERFORMANCE APPRAISAL SYSTEM

BIPOLAR problem: Seamstresses’ performance appraisal
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Final Bipolar Sorting

” Resuit I

class 1: 3 7 9 10

class 2: 1 2 3

class 3: 5 6 8

Final Bipolar Sorting is based on
Mono-Sortings intersection.

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

F1 help F2 prev F3 next

l file : clothes F5 objects

ESC menu

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

BIPOLAR problem: Seamstresses’ performance appraisal

L Final Mono-Rankings

]L Result |

pro-success anti-failure

order : 7>10> 9= 3 1> 2> 4> 8> 6>
5 5

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

reaching SUCCESS and avoiding FAILURE.

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

F3 next

F1 F2 prev

file : colthes F5 objects help

ESC menu —I

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

order : 7>10> 9> 3 1> 4> 2 6> 8> §

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

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

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

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

5. CONCLUSIONS

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

— on the evaluation process structure,

— on the requirements of effective appraisal system and

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

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