Chapter 7
[bookmark: _GoBack]HUMAN RESOURCE MANAGEMENT

HRM is the strategic and coherent approach to the management of an organisation’s most valued assets: the people working there who individually and collectively contribute to the achievement of its objectives for sustainable competitive advantage (Armstrong). HRM includes the recruitment of employees, the development of policies relating to human resources (e.g. reward systems) and the management and development of employees (e.g. through training and development and through the appraisal system). 

An organisation uses HRM to ensure that it has the correct people in place to fulfil its strategic and operational objectives.
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PERFORMANCE APPRAISAL TO IMPROVE BUSINESS PERFORMANCE

Performance appraisal is the process of evaluating employee performance against predetermined objectives and providing feedback to the employee so that any necessary adjustments to performance can be made.
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CONFLICTS IN THE APPRAISAL PROCESS
The appraisal may lead to an assessment that the employee has failed to achieve goals or targets that had been agreed upon in advance. This judgement might result in the employee not receiving a pay rise or promotion or a bonus. The employee will therefore feel that he/she has been criticised during this part of the assessment and build up resistance to the appraiser and the appraisal process. But at the same time the appraiser will want to make a developmental appraisal. They will want to determine why the employee has failed and offer support in avoiding these failures in the future by developing the employee's skills (e.g. via training). It is therefore important that the employee understands that the appraisal is as much for their benefit as for the employers. This is why feedback and open communication is important.
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IMPROVING THE APPRAISAL PROCESS

In order for appraisals to work:

• The targets set should be discussed between and agreed by the manager and employee.
• These targets should reflect areas that the employee can control.
• Feedback should be balanced to include a mix of positive and negative aspects.
• The appraisal conversation should be twoway between the manager and employee.
• More emphasis should be placed on continuous, informal feedback as opposed to a more formal Process.
• Issues should be followed up and addressed.

THE IMPORTANCE OF TARGET SELECTION

Appraisal (performance management) will only be beneficial and achieve its aims if appropriate targets (performance measures) are set. Targets should be

· Relevant - to the organisation's overall objective, e.g. if the organization has an objective of 100% quality then an individual production worker may be set a target to produce products with zero defects. (It is worth noting that quality initiatives are often undermined by targets that focus on short term profits).
· Achievable – employees may be unmotivated if they consider targets are very difficult or impossible to achieve, e.g. zero defects may be seen as impossible. However, it is worth noting that the same may be true if targets are too easy to achieve.
· Controllable – the individual will be unmotivated if they feel they can't control the target set, e.g. a production worker may not be responsible for defects if poor quality materials are purchased.
· Prioritised – employees will be overwhelmed and hence unmotivated if they are set a large number of targets.
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MANAGEMENT STYLES

Hopwood identified three distinct management styles of performance appraisal. The style needs to be considered when designing an effective performance measurement system
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4.2 Reasons for the appral

Two main reasons
for appraisal

Control purpose
appraisal has a judgemental role
the strategic objectives of the organisation
are linked to the goals of employees
measurable targets are set for employees
based on these goals
performance against these targets will be
assessed during the appraisal
organisational performance should
improve as a result of this

Identifying development needs
the appraisal identifies any training and
development needs that the individual
may have
a personal development plan is made to
develop the individual in any area(s) of
weakness

The appraisal may lead to an assessment that the employee has failed
to achieve goals or targets that had been agreed upon in advance. This
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Lockett suggests that appraisal barriers can be identified as follows:

Barrier Example

Appraisal is confrontation |+ Differing views regarding performance
since appraisal is subjective

Feedback is subject to bias in favour of
some and against others

Feedback is badly delivered —
employees may react negatively to
criticism, blame others for their short
‘comings and lose motivation

Appraisal is judgement Appraisal is one-sided

Appraisal is imposed

Appraisal s chat An unproductive conversation

Appraisal is bureaucracy Form fillng and depersonalised
No real purpose or worth

Appraisal s an event Atraditional ceremony

No real purpose or worth

Appraisal is unfinished No belief that issues will be followed up
business

Test your understanding 2
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5.5 Benefits and problems of linking reward schemes to performance.

[Benefits of inking reward
schemes and performance

Itgives individuals an incentive
to achieve a good
performance level since they
Know thatthis wil be rewarded.

Schemes based on shares
can motivate
employees/managers to actin
the long-tem interests of the.
organisation.

Effective schemes also attract
and keep the employees
valuable to an organisation.

By tying an organisation's key
performance indicators toa
scheme, tis clear toal
employees that performance
creates organisational
success.

By rewarding performance, an
effective scheme creates an
organisation focused on
continuous improvement

[Potential problems of linking
reward schemes and
performance

Employees wil prioritise the
achievement of theif reward
‘which may impact their fisk
appettte. Employees may.
become too cautious and risk
averse or conversely they may
take bigger risks.

Employees may be.
unmotivated i they feel that
they were penaiised financially
for circumstances outside of
their control, eg_an employee.
may have hit their qualiy target
but did not receive a reward
because the company’s annual
performance was poor.

Employees may become
highiy stressed if a significant
proporton of their income is
performance related.
Employees will have an extra
incentive towards the
dysfunctonal behaviour, ie.
making decisions that are not
in the best interests of the
business.

Should targets be based on

individual, team, division or
group performance?
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Budget
constrained

Profit-
conscious

Non-
accounting

Characteristics

Pressure to hit
short-term
financial targets.

Focus on longer-
term
performance.

* Little
emphasis on
financial

performance.

Look at non-
financial
aspects
instead.

Performance
measurement
'systems

Short-term
financial
performance is
measured using,
say, ROCE or
annual gross
profit.

Measures of
long-term
profitability may
be used. For
example, the net
present value
(NPV)ofa
project over its
entire life may be
used when
making
decisions.

Non-financial
measures such
as customer
satisfaction,
employee
morale or
innovation may
be used.

Advantages

Should ensure
short-term

Give flexibility to
go 'off plan' if

+ Focuson
causes
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Advantages

Should ensure
short-term
targets are met.

Give flexibility to
go 'off plan' if
justifiable.

Focus on
causes
rather than
effects.

Targets may
be more
meaningful
to staff.

Disadvantages

Short-
termism (e.g.
cost cutting).

Results may

be
‘distorted’

Stress for
employees
and difficult
‘working
relationships.
Lack of
flexibility.
Stifles
ingenuity.

Loss of short-
term control.

Financial
implications of
behaviour may
be neglected.

X
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People are fundamental
to an organisation

Strategic significance Operational significance

- the creation and = successful completion
fulfilment of the of a task relies on
strategy relies on having employees with
the skills, knowledge appropriate skills and
and creativity of the abilities to carry out

people their work





