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Characteristics of an effective PM system

So, Good Morning, now we are moving to the third lecture of this first week, and here

we  are  going  to  discuss  about  the  characteristics  of  an  effective  performance

management system. Now when we are talking about effectiveness of a performance

management system, then we have to see that how we are going to  develop a good

performance  management  system.  The  idea  here  is  that  when  you  are  thinking  or

planning about developing a good system, to manage the performance of the employees

groups or the organizations. So, you must take care of certain things which is very very

important. If you do not take care of these things probably, you will not be able to have a

good system. So, what we are going to do here is we are going to start with discussing

some of these characteristics one by one, and then we will see that what can be done.

So, in the next lecture, again what you are going to do is, we are going to discuss about

to the characteristics.

(Refer Slide Time: 01:09)

So, when you are going to talk about the characteristics and we have before that you

know,  we  have  talked  about  that  what  is  performance  managing  systems.  So,  any



performance management system which we would call as PMS. So, this PMS ha will

have  some  certain  characteristics,  if  you  want  to  see  that  this  PMS  is  going  to  be

effective. 

If it is if you do not want an effective PMS system then it is all right, otherwise you have

to see that how you can go about developing a good performance management system.

So,  what  we  are  going  to  discuss  about  the  characteristics  of  the  performance

management system. Say for example, you want to see that your performance system is

reliable or consistent, you want to see that it is meeting the objectives right. You alto you

also want to see that people are happy satisfied with the performance is manager right.

So, there could be a lot of issues related to performance management system. So, that is

why we are going to talk about this kind of thing again so that we are going to discuss

about these issues in detail.  So, we are moving from the characteristics sorry we are

talking about these characteristics of the performance management system and we want

to make it effective. The process here is that we will discuss of these characteristics like

1,  2,  3,  4,  5,  6;  whatever  it  is,  and then  you  need  to  ensure  that  this  performance

management system which is basically a part of the HR and then, how it is going to be

aligned. So, this is what we are proposing, here in this case when you are talking about

performance management system as such. So, we are moving to the next part and then

we are again going to see that how we look at this. So, we are going to start with this.

(Refer Slide Time: 02:56)



So, now if you look at this, it talks about a number of characteristics like it has to be

congruent with strategy, it has to be good enough. So, it means whenever you want to

develop a effective performance management system, it is good it has to be practical it

means that you are able to easily implement, it is really carry it out, make sense and thus

make sense. So, what we are going to discuss now that you are going to discuss each of

these characteristics in detail, when I am talking about a good performance management

system.

(Refer Slide Time: 03:24)

So, say far example the first characteristics that it has to be congruent with the strategic

plan of the organization right. It means if you remember we talked about that if you are

going to develop a poor performance management system you need to see that, first of

all you are going to plan about the individual and make sure that this individual plan is

going to be aligned with the group plan and then you have to see that how it is going to

meet the strategic objectives of the organization.

So, what are you going to do here is, again when I am talking about this is that you go

for strategic congruence or if you do not want to go for this and if you want to move

further you have to see that, how we can go about meeting the context congruence.



(Refer Slide Time: 03:56)

And when I am talking about the context congruence, the idea here is that mu make sure

that it is congruent with the culture, culture in the sense that it is we are talking about

here  the  norms  and  values  of  the  organization.  Not  only  norms  and  values  of  the

organization, but it is a; we also need to look at it that how it is going to be congruent

with the place where it is located or the broader national culture. So, when we are going

to talk about the culture, especially the culture of the place and culture of the nation is

also  important  because  it  provides  a  context  in  which  any  activity  is  done  by  the

organization.

So, when I am talking about a contract congruence, the idea here is that at the first place

you are going to ensure that this system is aligned with the goals and objectives of the

organization. Where you are going to see that individuals, groups and organizations are

going to have a goal which has synchronous in nature, in the sense that individual plans

and goals are meeting their group goals or the unit’s goals, and the unit goal is congruent

with the organizational goals. So, after strategic congruence when you are talking about

the context, the context actually is very very important, the context especially where if

here we are talking about the cultural context. Note the social economic context, when

you are talking about the cultural context. So, the culture of the organization should be

such so, that it promotes ineffective performance management system.

So, if say that which is developed by the top management. Say for example, if the top



management  does  not  want  to  have  a  culture,  where  people  are  going  to  have  a

transparent and meaningful systems. So, you are not going to have a good performance

management system. So, basically when I am talking about culture, you have to see that

you are focusing on the relationship issues, interpersonal issues; because you have to see

that that how people and systems inter act and relate with each other, how people relate

and interact with each other, because this system is to be measured in some way and this

measurement is very important in the sense that the culture is going to be looked into,

because the culture is going to affect the way people work and in the organization. And

this culture also strongly influences the people and their behavior. So, when it comes to

performance management we it is very very important, that we look into these kind of

issues.

(Refer Slide Time: 06:35)

The  third  thing  that  you  are  going  to  discuss  is  that  what  kind  of  performance

management  system  you  want.  It  means  that  everybody  who  is  working  in  the

organization must to be evaluated. Because it is not that you are going to evaluate only

few and you are going to leave out the senior people or you are going to leave out to the

shop floor top floor people because you think that their performance does not contribute.

So, irrespective of the fact that what everyone contributes across levels, you need to

ensure to ensure that every person is going to be evaluated by the organization. So, the

first thing is that all employee should be evaluated including top management, senior

managers, junior managers and middle managers including your stuff, who so ever is



working in the organization. So, that is the first point. The second point is that you also

ensure that what they are doing. Because the evaluation of the performance depends

upon the responsibility that pa person has are is associated with the job, and this comes

from job descriptions.

So,  you  need  to  ensure  that  when  you  are  going  to  evaluate  tasks,  duties  and

responsibilities of the people is that is given with any particular job, you are going to see

that how you are going to do it. So, what are you are you are going to evaluate? Both the

behavioral part and also the outcome; outcome that is measured in terms of productivity

or output that you have, and the behavior that how interact relate and do all kind of

things  because  that  also  contribute  to  your  performance  right.  So,  it  include  the

performance for  what?  For  the  entire  (Refer  Time:  08:18)  not  just  the  few, because

sometimes we see that managers are more interested to look at the current performance

and not the entire span of the performance. Because you have a performance cycle, and

in the performance cycle you have to see that the performance is evaluated or managed

whatever you whatever you call for the entire period.

So, suppose you have a one year of performance cycle. So, for one year you have to see

what  the  person  has  done.  So,  this  performance  should  include  spanning  the  entire

review period, because that is very very important not just a part of it, for a weeks or

months before the review because that would give a recency of it or suppose you are

looking only at the in the first of first months, then that is also not good because in that

case you are not evaluating the entire performance right. 

So,  there are certain issues that need to be looked into,  because that is  you evaluate

everyone  evaluation  should  be  based  on  what  a  person  does  in  terms  of  its

responsibilities, which include both technical and non technical issues like behavior and

results,  then the entire  performance period should be taken into account  and another

issue is that you must provide feedback on positive performance. It means that you have

to  give  constructive  feedback  to  ensure  that  people  are  able  to  improve  their

performance.  If  they  are  not  going  to  improve  their  performance  based  on  this

constructive feedback it  means you are not  having a  good performance management

systems ok.

So, once you are giving constructive feedback you are identifying both, what are the



good things that a person has done and what are the bad things that he has done, and

what are the areas where the person needs improvement. So, you are able to identify

both; because that would provide an opportunity for further learning and development

similarly he can further strengthen his competencies, in those areas where he is already

doing very well right. So, thoroughness is very very important and make sure that it is

thorough.

(Refer Slide Time: 10:14)

Then we are going to next discuss, the next issue which is related to practicality, now

when I am going to talk about practicality, it means that you have to have a system which

is easy to implement in the organization right and this practicality has to be looked into

from various criteria, like what is the cost of implementing a performance management

system and how much time we are going to take up to implement this particular system.

Since it is an early most of the organization, you have a performance cycle within which

you are going to have it so many companies have gone for what you what you call a

automated performance management systems, where they have developed systems and

software to make it less expensive and then it is easy to use and fill up these forms a you

can have a access to it, because it is available prior did you have the systems right. So, it

is very important to go for a system which is less expensive, because any activity that

you  are  going  to  perform  has  its  cost.  So,  implementing  a  good  performance

management system has to be made cost effective, make sure that it is easily available to



people who are part of the process or who are into the evaluation. 

Similarly you also make sure that people who are going to use this weather it is online

offline, they find it useful. So, when you are going to develop it you have to ensure that,

and then you also ensure that whatever evaluation is done by the managers for their

subordinates, the top managers or HR managers who are going to going to look into the

performance of the people after the evaluation is done are able to take certain decisions

and it is acceptable.

So, it has to be very clear. In clear terms it should not be biased and that is very very

important from the particle point of view. So, the practicality basically talks about easy

of implementation being cost effective, and another important thing is that make sure that

benefit out to its cost.  Because if  the benefit is less than the cost of implementing a

system, then it is not good and that is why e many companies today are using lot of

software’s and they have implemented soft.

(Refer Slide Time: 12:34)

And these kind of things in their organization now another important point is that, you

have to think about it that is that does it make sense to have a performance management

system in the organization. In one way in what way it is going to be meaningful to the

people the organization including managers.

So, we need ensure that performance management system is going to be very very useful



means that when you are going to develop a system, make sure that for all the jobs that

exist in the organization is going to contribute to the organization. And make sure that it

is understood by the managers the that ace it is contributing, and is relevant in the sense

that it is going it without it you cannot perform or do any activities. So, all jobs are going

to be considered and important and relevant. And for every job you are going to develop

certain  standards  and  based  on  these  standards,  you  are  going  to  conduct  certain

evaluations. Say for example, in an academic setup you have different kind of people,

you have faculty, you have technical staff and non technical staff. So, it  is you have

support a staff.

So, having these jobs does not mean that you are going to evaluate only faculty, because

they are going to contribute to teaching and other kind of things. You are going to cont

evaluate the performance of everyone weather it is a non teaching job or whether it is a

support staff, because they also contribute to the performance of the organization. And

for all the jobs you need to develop separate standards, it is not that you are going to use

the same standards for all the jobs because it does not make sense. And similarly you are

using those standards or criteria for evaluation for each jobs. So, for each job based on

job analysis and job description, you are going to develop standards or criteria, and then

using those standards basically you are going to evaluate right. 

So, each job must be a understood in terms of its contribution and importance, and then

you develop criteria for that. Now what all what you are going to evaluate? So, when you

are going to access the performance, you are not going to evaluate it on the basis of what

is what a person is not able to do, but what he is able to do. In the sense that see when

you are going to do a job,  it  is  necessary that  you are going to evaluate the person

performance which is  within the control  of  an employee.  There could be number of

factors which is not under control of the employees, in that case if you are going for this

probably you will  not be able  to evaluate  properly. See for example,  if  you want to

evaluate  a  sales  person’s job  right  in  terms of  his  performance.  So,  you have given

certain  targets  to  meet,  which  will  become  the  standard  for  evaluation.  Now  this

performance targets based on certain external factors as well, which may not be under

the control of the employees. 

Like if the economic conditions are not good there is a recession and the person is not

able to meet the sales target, should we say that the person has performed not well? It



means that you have to identify only those factors which are important, which contribute

to his performance and how it is facilitated. So, the idea here is that you are going to

emphasize what is under the control of the employees, those factors which is not under

the control of the employees should not be accessed because the individual has no role

there. Similarly how frequently you are going to evaluate performance. 

In normal terms you will find that in most cases performance is evaluated annually, in

some cases it could be in 6 month, in case of professionals it could be 3 months after

which you are going to evaluate. So, when you are going to evaluate performance on

annual basis, would you call it  a good exercise that becomes an annual performance

appraisal?

But if you really want to manage the performance in a meaningful way, you should go

for continued evaluation and that is why you will find that many organizations today go

for regular evaluations regular evaluations, they do not depend upon annual performance

evaluations. Using appropriate methods, observations of the employees keeping track of

the employees performance on a regular basis, you can see that how well the person is

performing  and  that  is  why  you  will  find  that  many  it  companies  are  even  other

companies also have moved from annual performance reviews to regular performance

reviews. 

So,  almost  on  a  weekly  basis  or  daily  basis  you  can  say  their  performances  being

monitored to ensure that they are able to achieve the performance level which is desired.

And you also need to ensure that whether the system is going to help them to grow and

develop themselves or not. So, those things are to be taken care by the managers. So,

manager’s should ensure that those who are performing very well, it is going to help

them to develop. Similarly you will also need to see that those who are evaluating they

are having the skills which is required for evaluating the performance, sometimes you

know that managers become biased in evaluations.

So, they also need to be trained in those areas where they are not very comfortable and

they do not know how to evaluate performance. Through if you take care of these things

probably you can say that yes performance is going to be measured in a meaningful way.



(Refer Slide Time: 18:18)

Now, another imp issue is very very important that a specific. A specific means that you

have to provide a specific instructions, when it comes to managing performance and this

should be you can say relate to that, what are the things that he has to do, how he is

going to do it, what is expected of the employees and how they are going to meet these

expectations, what are the norms and guidance that they need to follow ok.

So, you are what basically this point suggests is that, you need to communicate about

what is expected from him in terms of performance targets that is to be achieved, and

how they are  going to  meet  these  performance targets.  Why I  am talking  about  the

specifically  a  specific  factors  is,  that  a  good management  performance  management

system hides these details and specific guidance to the employees in terms of targets that

need to be achieved and aw how they are going to meet these target. It means that you

need to provide some kind of guideline framework which is available based upon what

they are going to do, and there is a support from the management to ensure that they are

able to achieve it.



(Refer Slide Time: 19:37)

So, apart from this a specific factors, we also need to identify that a good performance

management system is able to differentiate between good and bad performance. Because

if you are using a standard performance management system without any bias. So, it is

going to provide you information about the performance of the people, and if it is going

to provide you information about the people and you are going to compare it with the

standard  and  evaluate  it  you  can  very  well  see  whether  the  person  has  performed

effectively or not.

So, you will be able to identify those who are able to perform well and those who are not

able to perform well. For example, as a teacher when I am going to a; teach my students

I can clearly see after the examination is over that. These are the students who have done

well it means that they have performed well and these are the students who have not

been able to perform well.  Provided I  am going to  use a reliable  assessment  tool to

ensure that there is no bias and everybody has been treated equally. 

So, if that happens your performance management system other way you are going to

assess performance will help you to identify good performers as well as bad performers.

The idea here is that you will be able to know that why what are the things that happens

because of which some people or some students have been able to perform well and

some of them are not able to perform well.

Again here you can see that this good or bad performance or what you call effective or



ineffective performance is related to what you call the behavior or results. It means that

what is  the reason, is  it  outcome which is  not good or is it  because of the behavior

because  of  which  the  performance  is  not  good,  because  both  behavior  and  results

contribute to performance right. 

So,  you have to have a system or performance management,  we can classify people

based on their performance. And then you can see that; what is the level of employee

performance, across a set of people or groups. So, you can grade them also or you can

rank them from very good to good to not so good or bad performers right and that is

possible only if you are going to use a very consistent performance management system,

which is free of biases and the evaluators are trained, so that they are able to distinguish

between good performers and bad performers now.

(Refer Slide Time: 22:14)

This basically raise another important question that is reliability.

Now when I am talking about reliability, reliability is related to consistency. Now there

are two things. One is that you can see whether a person is performing consistently well

or not, it means that his performance can be said to be reliable right. But here we are

talking  about  a  performance  management  system,  and  when  we  are  talking  about  a

performance management system we also need to ensure that this performance system

management system is consistent. 



It means if you are using this performance management system across a period of time or

across set of people, it is giving uniform results. It means there is no biases no error and

then only you can say that yes this performance system is reliable. So, how do you are

going to ensure that, the a system is reliable and con giving consistently good results or

bad results right; if you are going to admister; the same performance management system

over a period of time.

And you get oh give get more a similar results, then you can say yes this performance

management  system  is  good  or  suppose  this  performance  management  system  is

implemented or admistered and executed by different sets of managers, even then you all

you are finding similar or consistent results. T his is what we call inter rater reliability

inter rater reliability means that two raters or two administrators who are evaluating the

performance, and they find that the system is good because it both the raters are coming

to the same conclusion or similar results and that is how we ensure the reliability of a

system.

(Refer Slide Time: 24:03)

Another issue is related to validity. Since reliability and validity are very very important

because they provide some kind of norms high standard standardization to the process of

performance management  system.  So,  first  we talked about  that  performance system

management system need to be standardized right, second we talked about it has to be

reliable.



Now the third thing that this system has to be valid, now when we are talking about

validity what does it  mean? Validity in general is defined as what that it  is going to

measure those things, which you intend to measure; it means that your objective here is

to measure the performance of the individual right. So, when you are going to measure

the  performance  of  the  individual,  it  means  that  you  are  going  to  include  all  the

dimensions of the performance which is important right, and it does not include other

irrelevant factors right and you are not leaving other important an important factors, and

it is not comp contaminated, means that you are not including those things which are

outside or beyond the control of employees right. So, if you are taking care of this it

means that you are going to have a system which is invalid also.

So, standardized system, reliable system and valid system are very very important.

(Refer Slide Time: 25:25)

Now, once they stunt the system is standard, reliable and valid then we can talk about

that the system is going to be acceptable to all this stakeholders in the process, whether it

is  subordinates  or  the  senior  managers  or  line  managers  who  evaluate  or  even  hr

managers right. It is possible only when you are going to have a system which is reliable

and valid that is one thing that is related to acceptability. It means that their perception

about a performance management system has to be seen in such a way so, that they find

that yes it is free of error.

It has full accuracy, it is reliable, it is valid and it is considered to be feared by everyone



right. So, how do you know that the concept this system is going to be considered as

fair? So, here we talked about justice it means fairness. Justice basically talks about your

perception of fairness right. It means you are talking about that the system is fair now

here  we  are  talking  about  four  different  types  of  justice  like  first  is  distributive.

Distributive is justice suggest that yes, you are going to evaluate and reward based on

what the person has done, right.

So, it has to be proportion in your performance is linked with the reward. So, you are the

distributing  reward  depending  upon  the  performance.  Similarly  if  you  have  adopt  a

process adapted a process which is fair enough right, which is reliable and valid right it

means that you have gone for a standard process, it talks about procedural justice right.

Third  is  interpersonal  justice,  it  means  that  you  need  to  ensure  that  design  at  the

performance management system and the way it is being implemented, it is free of any

kind of subjective biases. 

So, there is no interpersonal factors which comes from the supervisor is affecting right.

So, that he is free of all kind of biases and then information. It means it talks about

communicating expectations and goals, providing feedback so that you are able to justify

any  decisions  that  you take  based on the  data  on  performance.  So,  that  talks  about

informational justice. Now we have talked about that yes it has to be acceptable and fair

and then it should be inclusive.

(Refer Slide Time: 27:52)



Inclusive in the sense that the datas or the source of data for performance can be obtained

from different sources; it could be coming from employees, it would be coming from the

line managers, it could be coming from peers and then you have to get this data or input

from on a continuous basis ok.

So, if you are going to include more stakeholders probably you are going to have better

perception of the performance of the employees. So, everybody who is a party to the

decision  making  process  or  who  is  involved  in  some  way  with  the  performance

management system, those stakeholders you are going to affected by the outcome of the

performance  management  system  should  be  made  a  party  to  the  performance

management process right. And here also you can include employees because employees

are being evaluated based on their behavior results. 

So, you need to ensure that the input is coming from different sources regarding their

behaviors and also the results. Now another issue is that when you are going to collect

data from different sources, you also include employee in the process what you know as

self appraisal. So, you are if you are collecting data from different sources from all those

stakeholders, who are a part of the process maybe supervisors, line managers, I mean the

individuals then you are going to make this process more inclusive in the sense.

(Refer Slide Time: 29:24)

Then make sure that it is open. It means that there is nothing no (Refer Time: 29:30)

agenda that is involved for be behind evaluating a performance management or having a



performance management system.

So, the idea here is that you are not going to have any kind of secrets. So, when you are

evaluating performance on giving regular feedback to the employees, on a regular basis.

So, that employee understand this is how I can go about it. And when you are having

review meetings  make  sure  that  it  is  two way communications.  You are  not  simply

communicating the performance, but you are also listening to the employees, because

that would help to you to analyze the performance right. And make sure that you are

going to communicate your standards clearly on a regular basis, based on facts  with

honesty  and  an  open  mind.  So,  that  the  employees  think  that  yes  this  performance

management system is very very open, because there is no hidden secrets and he can re

rely upon that. 

(Refer Slide Time: 30:22)

Another issue related to correctability, which talks about when you are going to assign

ratings make sure that these subjectivity does not crop in the system. So, make sure that

these kind of things does do not copy you, and then you develop a mechanism. It means

you make sure that it is adaptable to the changes that is happening, and if you have made

incorrect evaluations, then there is process based on feedback, where you can go for

changing the decisions related to the performance.

So, if there is a if the people find that this process is not fair, justified is not been made, it

means the system is not accurate and fair enough, and their perception is not good you



are able  to make certain changes  depending upon the requirement  right.  So,  you the

process of correctability is also important.

(Refer Slide Time: 31:12)

Then this point we have already talked about related to sterilization. It means you are

going to evaluate consistently across people and time, and make sure that those who are

evaluating they are trained especially managers and how to evaluate, so that they can

follow a standard process to administer and evaluate performance management systems

right.

(Refer Slide Time: 31:37)



Then this is very very important. Make sure that you follow certain code of ethics when

it  comes to  evaluation make sure that supervisors or line managers are not going to

evaluate based on their own perception or their interest.

Because he may like someone, so, he might give better ratings and it is not like. So, he

may not to give good ratings. And they are going to measure only performance related

issues  nothing  else.  Not  both  under  the  control  or  not  beyond  the  control  of  the

employees are those things which are not related to that. So, make sure that evolution is

made  for  those  which  is  important,  and  then  you  are  not  going  to  disclose  this

information  to  any  third  party  or  any  other  individual,  who  are  in  the  process.  So,

ethicality  has  to  be  followed.  So,  the  class  of  confidential  it  is  very  very  important

because you need to ensure that it is done properly ok.

(Refer Slide Time: 32:31)

Now, finally, you have to ensure that any performance management system is integrated

with  any  HR under  development  activities.  So,  once  you  have  a  good  performance

management system what does happen? You can see how people are performing, what is

their level of performance, what are the standards that is to be met by them right.

So, based on this  you are able  to identify the strength and weaknesses.  So,  you can

propose training program for them. You can looking at the performance standard of the

people  you  can  also  identify  the;  your  man  power  requirement,  because  these

performance standards  and dimensions  can also be  used as  a  standard for  recruiting



people from for the organization. And since performance is to be linked with the reward,

you can develop a compenses in system which takes care of the performance very well

ok.

So,  other  HR  activities  related  to  manpower  planning,  training,  recruitment  and

compensation is also linked with this  kind of things.  So, in this  lecture probably we

talked about the various characteristics of the performance management system, which

will make it more effective.

Thank you very much.


