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Lecture -39
PMS in Select Indian Companies

So, very good morning to all of you and welcome you to this last session of my course
on Strategic Performance Management and in these two sessions basically what we are
will to talk about is that how Indian companies are using performance management
systems. And that is where we are going to discuss companies examples related to their
performance management system. And when we are going to discuss examples of
various companies we have taken examples from all kind of companies FMCs,

manufacturing, it services, banking.

So, I will try to give you different kind of example to explain you that how performance
management system has been adopted by Indian organizations specifically, in this
lecture. The idea is that see we have already talked about the performance management
system, right? We looked into the process; we looked into that what needs to be done to
have an effective performance management system, right? We also looked into the role
of technology, leadership, culture, right? And we also see that what needs to be done in

order to make performance management system more effective.

Now, in this context we are trying to examine some examples from Indian companies to
see how performance management system has been progressed and in what way they are
using this performance management system. And then need to critically examine is that
whether Indian organizations are doing better and how much importance are given, what
is happening to performance management system in certain operations especially with

reference to Indian context.

So, in this lecture probably we are going to discuss some of the examples related to
Indian companies and they belong to all walks of life across sector, across industry

different type of industries have been taken as an example.
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So, we start this discussion with the first company that is national thermal power
corporation. National thermal power corporation you know that is a Maharatna company
and they are basically into production of power and they also and lot of mines, which are
used as a raw material per producing power, right? And it is a pan Indian company many

big company it is a Maharatna company.

Now, if you look at the performance management system they have two different kind of
performance management systems for executives they have a system which is known as
the online performance management system. So, that is where they are using technology.
So, they have tools and software’s that is used to major manage and monitor the

performance of the employees.

Especially executives are those who are at the manager of the senior level. Now those
who are not working at the senior level for them they are using a manual system. So, for
non-executives they are using a manual system it means that they are not using

technology the system is not automated at all right.

Now, if you look at the difference that why they are using two different kind of system,
you can think that is the assess management are the people who are working at the
managerial level they are familiar with the technology and if you remember we about
literacy in technology that is very, very important, but at the nonexecutive level you have

people working in a different level starting with some semi scaled, scaled, unscaled and



all kind of workers, who are in the role of the company. So, for them it is not possible to

have a automated system and that is why they are using a manual system.

Now, if you look at the processes that they adopted if you remember we talked about
prerequisites, planning, execution, review, right? Feedback and then going to the renewal
and re-contracting; so, this is the process that we have discussed. Now, if you look at that
process in the process that is adopted by thermal power corporation national thermal
power corporation, you will you find that yes to start with that they go for performance
planning. It means that they do see to with that they carry out the exercise to plan the
performance of the employees at all levels and also ensure that it is aligned with the

goals and objectives of the organization right.

Now, the next step they also go for midyear review, it means that; they do not go
continuous review right. So, after midyear review they go for annual performance. So, it
means that the kind of system that they adapted is annual appraiser right. So, and then
important thing is that they also use assessment it means that try to assess employees
based upon this strengths or weaknesses and try to see that, what is the performance level

of the employees.

After assessing they also go for the normalization process. This normalization process is
that they are using a standard to ensure whether you have achieved the performance
target that is given to you or not, right? Many companies do not use this kind of
processes. So, suppose the rating that has been done that is normalized and the process of
normalized is normalization is to see that how are fearing compared to the standard
process that is there or standard benchmark that you have created for the targets and the
goals, right? And through this memorization process basically they try to ensure the kind

of errors that have been there is removed. And also, they have a feedback mechanism.

So, this feedback management basically they help them to see that they try to give
feedback to the employees about their performance. And the kind of feedback system
that they adapted is that they call the employees, they discuss it with them and then they
try to see that what needs to be done. So, this is the performance management process

that is adapted by what you call the national thermal power corporation.
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Now, here I am giving you an example to explain that how it is done, right? So, now if
you look at this is especially correct for executives. So, what they do there if you look at
this that the first of all they try to look at the KPAs or key performance areas. So, first of
all they define the key performance areas, right? And then for each of these key
performance areas they also give weightage depending upon the level that you are

working, right?

Now, if you look at this key performance area we will find that more weightage is given
at higher level jobs compared to lower level jobs, though the maximum weightage that
you have is for KPAs because KPAs is something that contributes maximum to your

performance.

Next is that they also look at your competencies at different level that is, functional
competencies and managerial competencies which is. So, this basically it is related to
your talks performance and contextual performance. Then they also try to assess your
potential, right? At the higher level they do not give it any weightage because that is the
highest level that you can reach. So, for that you do not require any potential you have to
have potential in order to perform well right and then they also try to look at the value

assessment.

Value assessment that what kind of values ethics integrity you have and whether it is

good for the organization or not, right? Now based on that you see that from E1 to E3



moving to E4, ES, E6, E7 that up to E9 that is the level, right? You will find that the total
weightage that is for each of these category is are grades is 100, but if you look at the
parameters that has been used there are different parameters given for different grades,
right? So, if you will find the far junior there is a higher weightage for KPAs and
functional competencies because that is more important to them for senior level you

move to a higher level then it is less.

So, the idea is see that you have to devise a system where you say that what are the
parameter against which your performances to be elevated, right? And then you go for a
differential weightage system to see that what would be the weightage that would be
given to each parameter in each grade all right. And then whatever your score is out of
100 that is used as a standard for performance and then your performance is measured

against these criteria, right?

So, this example is basically meant for executives if this is not meant for non-executives,

right?
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Now, we are moving to a different company from power sector we are moving to an it
company it is a big it company you all know about Infosys, right? Infosys if you look at
it that they adopt a bi-annual process it means; that review happens twice in a year, right?
And the performance management system that they use is basically commonly known as

PerforMagic is it means that how good you have been able to perform, right?



And then you go for consolidate relativity, relative grading means that you are going to
see that; how your performance is compared to others in the peer group. So, they do not
go for absolute grading in evaluating the performance of the employees, but they go for
relative grading where the performance of one employees evaluated against the

performance of others, right?

Now, if you look at the process for senior managers especially are the managers right
because you do not have workers at the lower level. So, everyone is asked to go for self-
evaluation self-appraisal remember we talked about self-evaluation, then once self-
assessment is complete then they are reviewed by the team leaders right into one to one
meeting that how will you have performed. And then the project manager is going to

finally, review your performance, right?

Now based on this performance management record the company is going to take certain
decisions related to incentive that is to be given which is based on performance. at the
level of performance that you have achieved it is also used to take certain administrative

decisions like salary and promotions.

And then you also try to identify good performers the star performers and then you are
try to reward them, using some non-financial rewards not financial rewards. And the
important thing about Infosys is that now Infosys is moving towards a more continuous
evaluation and feedback process this is a new development that which has happened. So,
instead of going for annual review biannual review they are moving to, what you call? A

continuous evaluation, and feedback process.
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Now, if you look at this that how they are going to rate performance. So, if you look at
the rating this is how it happens it means that; more or less are using the force
distribution. It means those who are on the bottom line means ok. The last one it means
that they have not been able to meet the expectations then meeting expectations partially
with support from the managers and supervisors, 60 percent have been able to meet
expectations ok. 15 percent exceed expectations and similarly you will find that 10

percent other 10 percent are star performers.

The idea of using this kind of force distribution is to reward only those who for come
into the first 2 categories. The other may not be rewarded or the level of reward would be
very less ok. And those who are in the last category they when may asked they asked to
leave or they could be asked to do switch over to other jobs which they can perform

better right?

So, if you look at the kind of distribution that they have it is more or less what we call a
force distribution model, right? Where you are trying to fit people into certain categories
with the objective that you are going to reward only few people, who are good

performances, who are exceeded the performance.
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Now, from I think we are moving to another company which is gas authority of it is it
basically to the marketing of oil and natural gas products, right? This being a public
sectors organizations they basically this company goes for annual appraisal. And
appraisal happens only in those cases where the where the employee have complete at

least 3 months provision period, right?

And for managers basically they go for self-appraisal then from self-appraisal they move
to reporting officers. So, the supervisor is going to evaluate his performance then, then
from reporting officer it goes to next level that is higher level, where you have reviewing
officers who is above the reporting officer and in the hierarchy and then he is going to
look at it then put his signature, right? And was reviewing officer reviews the
performance then this report is sent to the HR department of the regional office. And then

from regional office it goes to the corporate office.

Now, if you look at this you understand that Gail is adopting a very traditional
performance management system. It is not basically a performance management system,
but it is basically a performance appraisal system. So, when you are trying to look at and
critically examine the Gail’s system it is not performance management, but it is what you
call? A performance appraisal it is you cannot call it performance management because
you are not going for planning the performance you are not you just review the

performance you do not give it feedback simply we will look at the performance level,



and then review it and then send it to the HR office and from there it goes to the
corporate office and the corporate office might be taking certain decisions based on the

performance of the individual, right?
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Now, we are moving to another oil sector company which is into the marketing of oil
prod oil and oil related products that is Indian oil corporation, right? Now if you look at
Indian oil they go for 3 kind of things that is planning review and assessment right

evaluation.

So now if you look at the performance planning that is the first stage this they try to
identify the KPAs for each up. And then they try to assign weightage to each of the KPAs
for example, if you look at NTPC example what they did for is the different level of
executives they identify the KPAs, right? Once you are able to identify the KPAs then
that is, key performance areas depending upon the job description. Then you try to give
differential weightage to each of these KPAs that how much contribution it makes to the

performance of the individual, right?

now once this kind of assignment is designed then you are ready with the KPAs for each
grade in the organization, right? Then you consult with the person who is to be
evaluated. And if it is required to make certain modifications in the KPAs and the
weightage that is given to each of the parameters that you have identified, right? And

then this performance plan is send to the reviewer who could be a senior level officer and



he once it up it is approved and then that is used as a criteria for evaluating the

performance, right?

But IOCL also adopts if annual appraisal process it does not go for continuous evaluation
and feedback system. So, what they do basically once the appraisal period is complete
they ask executives to evaluate their performance. So, they go also go for self-
assessment. They rate themselves on the various criteria that has been identified based on
the job descriptions and the parameters that have already been decided during the

performance planning stage.

Once the rating is complete then it goes to the reviewers, who could be his immediate
supervisors he is going to validate it. He will look at the KPAs look at your performance
level and see that whether we have achieve them or not. Now, some of the problem that

may come up is that some of the criteria which could be qualitative in nature ok.

That is to be verified and validated ok. And then based on that whatever score you are
achieving is identified depending upon the KPAs and other competencies that you have
and then it is seen that what is your total score ok. Out of say with the total score is 100
then how much you have achieved out of 100 based on all the criteria and using a

differential weightage process, right?

Then based on this performance you try to provide reward to the employees, right? So, it
is related to performance related pay, right? So, performance related pay if you
remember you talked about that it is related to incent it is related to what you call
incentives that is given for higher performance, right? And when we are discussing about
pay for performance one thing that you need to remember is that it is not related to
achieving the targets are the standards which I have already been identified in the

performance plan.

For them there could be some weightage, but additionally if you want to link
performance with the pay means it is based on the merit if you have exceeded

performance levels or the targets then you need to rewarded, right?

So, another important issue is that for each level the rating is something like that that
they are try to identify the level of performance ok, is starting with level one to level 5.

So, if you are your performance is at level 1 say for example, the if it is a how out of



100, and you have achieved a score between one to 24 25 something like that it means

your signify level of rating is below expectations.

Say if you have achieved somewhere in between 25 26 to 49, then no relatively low
expectation. So, 50 to 70 few got something a score like this then you it means that is the
standard performance that is expected from you and you have been able to achieve it,

right?

If your performance is above 70 then you can say yes, it is above expectations because
you have crossed the average at the standard level of performance, right? If it is above 85
or 90 it means that it is much about the expectations, right? So, when you are going to
link performance with the pay it is based on the level of performance that you have
achieved. So, depending upon what level you are the incentives are decided. And based
on that you are rewarded, right? So, Indian oil corporation follow this policy when it

comes to giving reward.
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Now, this is the appraisal cycle that is adopted by the Indian oil corporation, now if you
look at the cycle you can see that in the beginning of the financial year, they go for
performance planning then October, September they basically go for mid mid-year
review. Then again April they go for performance appraisal and finally, after the

performance appraisal period is over you go for review.



But if you look at this cycle and in between you will find that they go for regular review
and feedback. So, every month so they conduct a review session and give feedback to the
employees whether they have been able to meet the targets and what else needs to be
done to in order to achieve the targets, it means; that they go for continuous review and

feedback of employees performance and this is a part of the system, right?
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Now, from that company we are moving to another important company is in a banking
service and it is in the it is one of the largest bank public sector bank in India, right? And
it has been doing well performing well, right? So, this they have adapted a new system of
performance management which is known as Saksham. And this system was adopted in
2016 before that they all had the regular system, what you call this annual performance
appraisal, right?

So, in annual performance appraisal these to see that how employees have feared and
now this Saksham means; is basically is over when you try to see that how competent
you are, what is your level of competencies, right? That is identified right and the idea of
using this Saksham is not to see that what is your level of performance, but see whether

your competent enough to take up the job at your given level or not, right?

And based on that they basically try to identify the competencies of the people and they
have certain categories, right? Like triple a double A A B and C. So, based on that you try



to that how Sakham you are to how competent you are what is your performance level,

right?

So, if you are in ¢ and b category it means that your performance is not good are below
expectations right, but if you are in a category mean that your performance is up to the
standard, but if you move to the double a and triple a means that you have exceeded
expectations and triple a means that is this much above the expectations that is given,

right?

The idea of using this kind of performance parameter and identifying the competencies is
that; it is more quantifiable and see that the budget that is allocated is used effectively.
So, it has three roles budgetary measurable and non-measurable there are certain
competencies which are measurable, certain competencies are not measurable. And then
you try to see that it is we within the framework of the finance that is allocated to the

organization, right?

The maximum weightage in SBI is given to a key result areas it means that it is identified
and based on that if you have achieved those result areas then you get higher weightage
plus 30 percent weightage is given to assessment from the supervisors, right? And it is
directly linked to what you call the reward like monetary benefits transfers extension in

the service, right?

But some of the challenges that have been there in implementing this like, earlier they
were there were annual appraisal system which was at fault because if you are not able to
capture the performance of the employees, right? And it was very difficult to actually

differentiate a high performing employees with low performing employees, right?

And an annual appraisal system what happened that everybody used to score very high
level. So, it was very differentiate difficult to differentiate people so far as performance
was concerned, that is why; they move to this new system. So, that they could classify
people into 5 different categories and maximum weightage was giving to what you call

this key result areas.
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Now, moving to a manufacturing sector there is a Tata motors say Tata group companies

is one of the best performing companies of the Tata group.

Now, if you look at this instead of moving to annual a continuous performance system,
they have two kind of assessments of employees that is, by annual and quarterly self-
assessment. And if you look at their process right it is the immediate supervisor who
evaluate the performance of their subordinates. So, there is a form which is filled by the

supervisors, right?

And there are certain thing that is linked with the evaluation are the performance of the
employees. Right? It is any kind of administrative decisions the link with that relative
performance, salary hike or other things, right? And if you are doing very well then, your

salary may go up at least twice in a year ok.

And then you are also given monitory incentives for better performance and there lot of
fringe benefit that is provided like travel packages ok. Incremental incentive schemes
and also, performance like the pay, but it all depends upon how well you have been able
to perform in the organization especially and what is your contribution to the

organization.



(Refer Slide Time: 24:10)

P e NS te D
BIG BAZAAR

* Annual appraisal (April)
* Increment based on appraisal

* |f an employee exceeds the target with the team: awarded with attractive
incentive or cash

* Low level employees: 360 degree approach

BIG BAZMR |

Is se sasia aur accha kahin nahi!

I NPTEL ONLINE KL Sitvastava

CERTIFICATION COURSES Humanities and Sacial Sclences
T KHARAGUR

IITKHARAGPUR

Now, if you look at this I am taking another example which is basically in to say E retain
or E business are this is the Big Bazaar. Big Bazaar if you look at the big bazaar you
know that say low cost ok. Low Margin Company, but which is making good profit
because attracts lot of customers. Now, if you look at see the how employees are

evaluated in big bazaar.

So, they have again have annual appraisal process increment based appraisal is there.
And if you exceed the target then you are awarded with incentives or cash, but most
cases you will find that level of employees is very low ok. So, they adopt a 360-degree
approach it means; the employees are evaluated by the individual itself maybe from the

customers right while the fellow colleagues and also from the supervisors.

So, even you are going to adopt 360-degree technique you get a more comprehensive
evaluation of the employees. And in the case of big bazaar all employees are evaluated
comprehensively to see that how well they are performing, right? And then they also add

cash incentives related to the performance.
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Now, moving to another company that is Nestle and if you look at Nestle you will see
that how they are evaluating their performance Nestle. So, now if you look at this Nestle
and Nestle you know that is a multinational company. So, we have moving from Indian
companies to multinational companies. Now if we look at Nestle they have a number of

parameters against is the performance is evaluated.

And then are the 3 levels of assessment happens. The individual then the managers
assessment is there and then the auditor’s assessment is there. Now if you look at some
of the criteria against which is the they, they are going to be evaluated include the
standards of performance, your leadership quality, ethics and integrity, your interaction
how well you interact with your customers community engagement, right? Contribution

to the business people related what is the performance teamwork, right whether?

How effective the training and development have been. And these criteria are used by
managers for the assessments, right? Then auditors also asses assess you especially
relates with the financial that whether you have been able to control it within the budget
rate. And then whether the art it art it has been done for this not or then again whether
you have followed all the legal rules and regulations complied with the law of the land or

not ok.

And then you have only 3 categories below par and above par based on then you try to

see that how will you have been able to perform ok.
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So, let us in again you if you look at an examine the contribution, you will find that
Nestle has been following a annual appraisal system and to the more traditional in

natures, right?

Now, the kind of rating that is done like they try to classify people into 3 categories,
right? Below average, average and above average, right? And the bonus is dependent
upon the, your performance for example, if you have average performance standard
performance that the rate is 15. If it is much above the average then it is 30 percent, but

you have not been able to perform well then you are not given any bonus, right?

Now, another imp since it is a into services you have to see that whether customers are
satisfied with or not, right? So, you go first external company service right especially
whether we have been able to implement a strategy that is adopted by the organization.
Then you collect data from households you see that what was the cross sales, right?
Retail a set balance with a market share with an objective is objective standards like
usually it will the especially that is more financial in nature like revenue expenses profit

margin.

So, you calculate all these 3 and see that what is the performance level. So, this could be
for the sales people basically. And then the criteria that is used here as an example is

customer satisfaction, right? and their certain objective standards in terms of what is your



sale, right? How much market you have been able to improve and then in terms of

finances also you are being evaluated.
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Now, this is the different examples it is a cooperative this into the business of milk
products and Amul adopts a annual appraisal system and if you look at the performance
appraisal system it is self-appraisal. Then it is evaluated by the manager reviewed by the
manager can say and then it the performance appraisal is recommended by the divisional
heads it is head of the departments recommends the case and finally, confirmed by the

managing director of the company, right?

Now, if you look at the rating if they get good rating at the senior level then you get a
special allowances workers also get promoted. And your high-performance link
incentives, right? So, depending upon the level of performance right you are given
incentives and it could be a up to the tune of 100 percent also, right? So, Amul follow a
very straightforward system when it comes to rewarding employees based upon their

performance, right?
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Now, if you look at some of the attributes that is used for measuring performance is like
the job knowledge, what is your performance standards, quality of work, what is the
level of interesting motivation that you have, what new initiatives you have taken and

what is your first performance and one of the attributes that is considered is seniority.

While in other companies you have seen that seniority is not be used as a criteria for
evaluating the performance, right? And they adapted for graded scale that is from poor
satisfactory good and outstanding. So, the level of incentives you can say that it is 0 to 25
to 50 to 100 percent is when you move from poor to outstanding, right? So, they use the
rating scale method to evaluate the performance and the performance is linked with the

incentives of the employees, right?
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Now, we have discussed a number of companies and given that example to explain that
how companies are using performance management system, right? Now, if you look at
the some of the emerging trends which has to be identified through these companies that
is, though a lot of companies are still going for annual performance reviews, but
gradually they are moving to what we you call other kind of evaluation like biannual

semiannual or quarterly evaluation, right?

So far as most of the decisions that is taken by the companies based on the performance
record is related to administrative decisions, but now companies are also thinking to take
certain administrative developmental decisions depending upon the performance of the

employees; So, that their performance could improve, right?

Most of the companies have not been able to give enough control and authority to the
employees, right? Because they are still using the traditional performance management
system if you look at from the examples that [ have given, right? So, one of the issue that
has come up come out is that how much autonomy and authority you are giving to the
employees, because that could be a huge perk in terms of being a non-financial rewards.

That might motivate employees to perform well.

Now, most of the companies are using software tools to see that how it is working. So, if
you look at some of the performance management tools you remember you talked about

technology and we say that we can go for EPM that is electronic performance monitoring



systems, when you go for automatic tools and software’s to measure, monitor and track
the employees performance and how much they have progressed, right? So, these are
some of the things which had come up, but still it will in very in fancy states Indian

normalizations.

Now, HR has a very important role to play because they have to see that; how they can
aligned the goals and objectives of the individual to business and develop those
competencies which is require for higher performance. Similarly, the other two issues
that you remember we talked about in the previous lecture is that you need to develop a

culture where people are really motivated ok and to innovate and perform well.

So, you need to develop entrepreneurial culture, but and also use more and more
technology. So, integrate technology with all kind of HR systems including performance
management system make it automated. So, that you are going to monitor it more

accurately there is a greater transparency and accountability in the system, right?

Now, in once that it was found that yes though many companies have changed their
performance management strategy, but it has been found that they are not doing enough
right they have only gone for changing their strategy, but rest of the things are more or

less same right. So, this is one example that I have given to explain.
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Now, I am trying to also give you something which basically talks about that how much
importance is being given to performance management system across nations, right?
Now, if you look at this is across country data. And a lot of organizations have been
actually contacted and have responded that how much importance they are giving to the
performance management system in the organization. And why I am presenting this data
here if you look at it and look the case of India ok, it means; India gives maximum
weightage do the performance management system compared to any country in the

world.

So, and if you look at some of the other companies here like India Brazil, Mexico, China
most of them are developing countries. What does this suggest this suggest that
developing countries are still not matured enough to fully implement an effective
performance appraisal system and they are taking lot of decisions which are
administrative in nature based on performance data. Though they are trying to in use and
integrate technology with the performance management system that they have not been
able to build a culture of performance, where people are driven to innovate and perform

well, right?

While if you look at some of the developed countries light like Germany, Canada,
Australia, France. They are not giving that much importance to performance there are
certain other parameters they are using for the taking certain decisions related to

administration and the development of the employees.

So, what I wanted to tell you that India is still lying behind and they have to move
forward to build a culture to integrate technology in a better way and see that, how
performance management system can be integrated better with other HR systems how it
can be used effectively not only to measure and monitor performance of the employees,
because that is given more weightage in Indian context, but to use it for other things,
right? And develop an effective appraisal and management system in organizations,

right?
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So, with this we are going to complete and finally, see that the kind of shift that is
happening in the performance management, right? We are moving away from the merit
ranking to what you call appraisal performance appraisal system that is the present
emphasis. The objective has been to see that not to take administrative decisions only,

but also the development of the individual.

So, the safety is from are taking administrative decisions to the development of the
people, right? Earlier the factors that have been rated were more personal in nature now
we are trying to. So, it is going to be more outcome-based result accomplishments and

performance.

The technique that we have been using was mostly the rating scales, right? But from
rating scales we have moved to self-appraisal team appraisal 360 degree techniques. So,
these are the new technique that I have been used for evaluating the performance, right?
And most of the companies do not go for post appraisal review earlier the review was

done to see that how well you have performed, right?

And to get the views of the employees; but now the idea is that based on this
performance review you try to find out the development plan from the individual and
also set the goals and objectives for the next performance cycle. So, this is a paradigm
shift is the happening so far as performance management system in India is concerned,

right? So, that is all for this lecture.
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And finally, when we are trying to look at the overall trend that is happening is this is
what you can see the companies are trying to more flexible, their regular check ins
means you are moving from annual or semiannual to more frequent appraisals and
evaluations giving review and feedback. And then employee employees are trying to

have a feeling of trust and they are trying to share the vision of the company.

So, they are trying to see that the goals and objectives are aligned with the goals and
objectives of the organization, right? And the focus is or not on the individual, but what
they have achieved in terms of performance and how much they have done in the
process, right? And also, they are trying to empower employees they are trying to give

them greater authority in control.

So, that they can do better and they are also using technology to monitor and map the
performance of the employees. So, these are the major trends which have emerged today

ok.

Thank you very much.



