IMPLEMENTING PERFORMANCE MANAGEMENT

Performance management is the systematic process of:

· planning work and setting expectations,

· continually monitoring performance,
· developing the capacity to perform,

· periodically rating performance in a summary fashion, and

· rewarding good performance.

The revisions made in 1995 to the Governmentwide performance appraisal and awards regulations support “natural” performance management.  Great care was taken to ensure that the requirements those regulations establish would complement and not conflict with the kinds of activities and actions effective managers are practicing as a matter of course.
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PLANNING.  In an effective organization, work is planned out in advance.  Planning means setting performance expectations and goals for groups and individuals to channel their efforts toward achieving organizational objectives.  Getting employees involved in the planning process will help them to understand the goals of the organization, what needs to be done, why it needs to be done, and how well it should be done.

The regulatory requirements for planning employees’ performance include establishing the elements and standards of their performance appraisal plans.  Performance elements and standards should be measurable, understandable, verifiable, equitable, and achievable.  Through critical elements, employees are held accountable as individuals for work assignments or responsibilities.  Employee performance plans should be flexible so that they can be adjusted for changing program objectives and work requirements.  When used effectively, these plans can be beneficial working documents that are discussed often, and not merely paperwork that is filed in a drawer and seen only when ratings of record are required.

MONITORING.  In an effective organization, assignments and projects are monitored continually.  Monitoring well means consistently measuring performance and providing ongoing feedback to employees and work groups on their progress toward reaching their goals.

Regulatory requirements for monitoring performance include conducting progress reviews with employees where their performance is compared against their elements and standards.  Ongoing monitoring provides the supervisor the opportunity to check how well employees are meeting predetermined standards and to make changes to unrealistic or problematic standards.  By monitoring continually, supervisors can identify unacceptable performance at any time during the appraisal period and provide assistance to address such performance rather than wait until the end of the period when summary rating levels are assigned.

DEVELOPING.  In an effective organization, employee developmental needs are evaluated and addressed.  Developing in this instance means increasing the capacity to perform through training, giving assignments that introduce new skills or higher levels of responsibility, improving work processes, or other methods.  Providing employees with training and developmental opportunities encourages good performance, strengthens job-related skills and competencies, and helps employees keep up with changes in the workplace, such as the introduction of new technology.

Carrying out the processes of performance management provides an excellent opportunity for supervisors and employees to identify developmental needs.  While planning and monitoring work, deficiencies in performance become evident and should be addressed.  Areas for improving good performance also stand out, and action can be taken to help successful employees improve even further.

RATING.  From time to time, organizations find it useful to summarize employee performance.  This helps with comparing performance over time or across a set of employees.  Organizations need to know who their best performers are. 

REWARDING.  In an effective organization, rewards are used well.  Rewarding means recognizing employees, individually and as members of groups, for their performance and acknowledging their contributions to the agency’s mission.  A basic principle of effective management is that all behavior is controlled by its consequences.  Those consequences can and should be both formal and informal and both positive and negative.

Good managers don’t wait for their organization to solicit nominations for formal awards before recognizing good performance.  Recognition is an ongoing, natural part of day-to-day experience.  A lot of the actions that reward good performance—like saying “Thank you”—don’t require a specific regulatory authority.  Nonetheless, awards regulations provide a broad range of forms that more formal rewards can take, such as case, time off, and many recognition items.  The regulations also cover a variety of contributions that can be rewarded, from suggestions to group accomplishments.

Good managers have been speaking and practicing effective performance management all their lives, executing each key component process well.  They not only set goals and plan work routinely, set high standards, but they also take care to develop the skills needed to reach them.  They also use formal and informal rewards to recognize the behavior and results that accomplish their mission.  All five components working together and supporting each other achieve natural, effective performance management.

Setting clear objectives, assessing outcomes and rewarding individual or team performance are instrumental in managing performance.  Measurement is an essential factor in performance management, ensuring that expectations are clearly communicated, strategically important goals are well supported, and employees understand how their duties link to organizational goals and importance in terms of their contributions.

Objectives
Activities to Support the Objectives
Measures of Accomplishment

Clarify outcomes needed from individuals/teams.
Define and communicate expectations to employees.
Performance plans/ incentive targets are provided to all employees.

Increase motivation for highest levels of individual performance.
Develop performance contracts and provide incentives to employees for accomplishments.
All employees receive an incentive target.  Self-report of employees.

Align organizational and individual goals.
Focus on how individual employees contribute to organizational effective-ness.  Input from employees is used in developing incentive 
Incentive targets are clearly tied to organizational goals.

Objectives
Activities to Support the Objectives
Measures of Accomplishment


goals for executives that are cascaded to create incentive goals for their subordinates.


Develop and effectively use performance information.
Actual performance is documented and the employee receives feedback throughout the appraisal period and an evaluation at the end of the year.
Dialogues on performance are provided more frequently.

Develop employees in their current jobs.
Evaluate capabilities needed for performance.
Employees and their supervisors agree on a career development plan and follow-up is tracked.

Develop employees for future performance.


Provide a link to the career development and succession planning systems.
Career progression is discussed as part of the career development plan.

PERFORMANCE/INCENTIVE PLANNING

We are in the process of developing methods of cascading organizational goals to individual/team goals. Determining what we intend to do is the first step in the performance/incentive planning. VISN 2 has recognized the importance of aligning the efforts of all employees to achieve organizational goals that have been identified as being critical to our success. The FY 2000 Goalsharing program has identified 3 Organizational Goals. The first two goals are to Enhance Employee Development and to Improve Customer Service. The third goal is to be developed by work units. The areas the work units are to focus on in developing the third goal are: Improving Healthcare Value or Improve Access to Care or Improve the Health Status of the Veteran Population.

Determine the accomplishments at the work unit level.  A work unit is a small group of employees that, in a traditional work structure, is supervised by the same first-line supervisor.  Work units are generally the smallest organizational group on the organizational chart and usually include between 3 and 15 people.  A work unit can also be a team--permanent or temporary—

A goal cascading method works best for organizations with clear goals and objectives, such as those established in our Network Goalsharing Plan.  This method requires answers to each of the following questions:

· What are the agency’s specific goals and objectives?  
These can be found in the agency’s annual business  performance plan and customer service standards.  

· Which agency goal(s) can the work unit affect?  

Often, work units may affect only one agency goal, but in some situations, agency goals are written so broadly that work units may affect more than one.

· What product or service does the work unit produce or provide to help the agency reach its goals?
Clearly tying work unit products and services to organizational goals is key to this process.  If a work unit finds it generates a product or service that does not affect organizational goals, the work unit needs to analyze the situation.  It may decide to eliminate the product or service.

After we have set the goals/targets and we must now ask what activities/behaviors/ resources the employee needs to undertake to hit them.  For some goals, this is the proverbial “no-brainer,” the employee needs no assistance in determining how to achieve them.  However, often goals aren’t achieved because employees don’t know how to or because managers and employees don’t have an accurate, mutual understanding about what resources are needed.  In such cases, it’s very important that employees and managers have the “how” (activities/behaviors/ resources) dialogue as well as the “what” (goals/measures/targets) dialogue.

Part of the “how” dialogue is what competencies the employee has or will need to acquire to achieve the goals.  Therefore, we are recommending linking individual/team performance goals and development plans.

The table below is a simple model of how organizational goals can be linked to individual/team goals, activities, and competencies.

Organizational Goal
Individual/ Team Goal
Measures/ Targets
Action Planning: Activities, Resources, Deadlines
Needed Competencies

Enhance Employee Development.
All work unit employees will have received 40 hours of continuous learning in FY 2000
Bronze Medal:

80% of all employees

Silver Medal:

85% of all employees

Gold Medal:

90% of all employees
1. Identify needed discipline specific /mandated training requirements

2.  Identify required resources

(materials/

(money/trainers)

3. establish an educational tracking plan for all work unit employees
Personal Mastery

Systems Thinking

Technical Skills

Organizational Stewardship

Development Planning

Once the employee/team and manager have agreed what needs to be done and how to do it, the next question that arises is whether the employee has the necessary competencies.  This calls for an assessment of the employee’s competency, the first step in development planning.

A development plan may not be needed if the employee already has the competencies needed for high-quality performance of the task.  However, if the employee and/or the supervisor believe that development is needed, we recommend creating a development plan linked to the competencies identified in the performance/incentive plan as shown in the following table:

In the example below, we’ve used the employee’s comfort level with ACLS skill level.

Needed Competencies
Competency Assessment
Planned Development Activities
Actual

Development

Activities
Competency Reassess
Evaluation/  Next Steps

Technical Skill- ACLS
Familiar w/ but not adept





Development Activities

Once a developmental need is identified, the next step is planning developmental activities to address that need.

Needed Competencies
Competency Assessment
Planned Development Activities
Actual

Development

Activities
Competency Reassess
Evaluation/  Next Steps

Technical Skill-ALCS
Familiar w/ but not adept
3 day training course




Development Evaluation

After the developmental activity, the competency should be reassessed to determine whether the developmental activity met the developmental need.

Needed Competencies
Competency Assessment
Planned Development Activities
Actual

Development

Activities
Competency Reassess
Evaluation/  Next Steps

Technical Skill- ACLS
Familiar w/ but not adept
3 day training course
Course completed 4/15/00
Confident in use.
Evaluate benefit/cost of advanced training.

Performance Achievement Evaluation

Once the individual/team performance goal is established, the measures should be applied to determine whether the targets were met, whether incentives are warranted, or whether the performance/incentive plan needs to be adjusted.

Most of us have been used to doing formal performance evaluations only once or twice a year.  We encourage you to replace the old performance management model with a project management model.  Performance reviews should be conducted whenever either the employee or the manager believes one is warranted.  They can be conducted on a regular time schedule (e.g., quarterly), when significant milestones are either met or missed, or when there is concern that a milestone or a goal needs to be modified.

Development Reevaluation

After or during the performance/incentive evaluation, it is wise to reevaluate developmental needs.  Regardless of whether the performance goals were achieved, this is a good opportunity to assess the relationship between the competencies and performance and the need for further competency development.

Create Winners

It’s not only in Lake Woebegone that everyone is above average.  Many surveys have shown that 80% of any population believes itself to be above average.  Since only 50% can be above average, it appears that at least 30% are misinformed?  Do you want to discourage this 30% who are below average but who believe they are above average?  We want to cast our net as wide as possible to encourage high performance.  Employees will rise to meet your evaluation of them.

PIC (Positive, Instant, Certain)

Feedback to employees regarding performance should follow the following format:

· Positive:  This means that the recipient views the award as a benefit.
· Instant:  The less time that elapses between the action and the reward, the stronger the association. 
· Certain:   There are two levels of certainty here:  whether you will be rewarded and the amount of monetary awards. 

Specificity: Feedback works best when it relates to a specific goal, such as those established in elements and standards. Basing feedback on the employee’s performance against his or her elements and standards is key to providing tangible, objective, and powerful feedback. Telling employees that they are doing well because they exceeded their goal by 10% is more effective than simply saying, “you’re doing a good job”.

Timeliness: Employees should receive information about how they are doing as timely as possible. If they need to improve their performance, the sooner they find out about it, the sooner they can correct the problem. If employees have reached or exceeded a goal, the sooner they receive positive feedback, the more rewarding it is to them.

Manner: Give feedback in a manner that will best help improve performance. Since people respond better to information presented in a positive way, express feedback in a positive manner. This is not to say that information should be sugarcoated. Present accurate, factual, and complete feedback; it is more effective when it reinforces what the employee did right and then identifies what the employee needs to do in the future. Constant criticism eventually falls upon deaf ears.

Naturally-Occurring Feedback: Some kinds of feedback occur naturally while other kinds require careful planning and management. Naturally-occurring feedback can be classified into two categories. The first type is self-evident feedback-information that employees can see for themselves as they do their work. For instance, a team of materials handlers who are given the assignment of moving ten stacks of supplies from one side of the warehouse to the other, by the end of the day will know that if only one of ten stacks is moved by noon, they are not likely to complete the assignment on time. This information is self-evident and is obtained by the employees making their own comparisons against a specific goal.

Another kind of self-evident feedback can be gained by having a broader scope of work. The broader the employee’s scope of work, the better the employee can determine the quality of the finished product. For example, a writer/editor assigned to write a portion of an article may feel satisfied with the section he wrote. But the same writer/editor, assigned responsibility for the entire article would see that his independently written section had no relation to the rest of the article and needed revision.

The second category of naturally-occurring feedback is carefully planned feedback characterized by automatic, frequent delivery through a measurement system. It is possible to design feedback into a work process or a measurement system so that employees receive it automatically. For example, feedback loops designed into many work processes provide performance measures daily, such as a production or printing process, i.e., number of copies printed per day as determined by machine count. Also, total quality and reengineering programs use extensive work process measurement methods. Employees measure for themselves how they and their team are doing.

Designing effective feedback into a performance management program will improve individual and team performance and will make your organization more effective. With effective feedback processes, employees can see their progress and that motivates them to reach their performance goals successfully. 

Guiding Principles for Performance Management

The principles listed below contain some valuable lessons learned about measuring performance.

View performance measurement as a valuable tool, not as evil. People view measurement systems from at least two different perspectives. When used constructively, they see a measurement system as a helpful feedback tool that provides information to managers and employees about how well they are doing in reaching their goals and where they might have room for improvement.  It also provides information on which to base awards and recognition.  When used poorly, however, people see a measurement system as a punishing club with which to hit people over the head if the numbers or results are bad.  Managers and employees must trust that the measurement system is beneficial to them and the organization; otherwise, the temptation to game the numbers to avoid discipline will overwhelm them.  

Acceptance of the performance measurement process is essential to its success.  Involving employees in the development of the elements and standards included in the performance plan is an excellent way to clarify expectations and measurement terminology.  Active employee participation in creating valid measures that accurately reflect performance decreases the possibility that employees may feel manipulated through the measurement system.

Measure what is important—not what is easy to measure.  It is easy to count the number of days since a project began, but if that is all that you measure, is that enough information to assess performance?  No, probably not.  Or if, for example, a customer service team only measures the number of calls that come into the team (the easy measure) and does not attempt to measure customer satisfaction with its service (the more difficult measure), the team does not have complete information about its performance and has no idea how well they are serving their customers.  In addition, because what gets measured gets done, the team will probably focus on how it can increase the number of calls it receives and ignore the quality of service it provides.

Organizations need to anticipate the behavioral and unintended consequences of measuring performance.  As an example, recently a medical laboratory came under fire because of the errors it made in certain of its cancer tests.  A high number of cancer tests that the laboratory had approved as negative turned out to be wrong—cancer had actually been evident.  An investigation found that the laboratory had been measuring and rewarding its employees on the number of slides they reviewed daily, not on the accuracy of the reviews.  Knowing that the more slides they reviewed, the more recognition they received, employees were quickly moving from slide to slide to slide without accurately reading them.  As a result, the lab’s errors in measuring what was important allowed cancer to go untreated and people who could have been saved through early detection and treatment lost their lives.

Develop employee performance plans that are flexible enough to allow for changes in program goals to keep the process credible.  Do not design performance plans that are set in concrete; build in flexibility so you can adjust them as program goals and work assignments change.  Even though employees must work at least a minimum period of time on elements and standards before they receive performance ratings, the agency minimum appraisal period usually provides enough time during the appraisal period for changes in elements and standards.

Rely on multiple measures.  Don’t rely on a single measure.  Remember the story of the three blind men who went for a walk and came across an elephant?  One felt the animal’s trunk and claimed that the elephant was like a large snake.  Another explored the elephant’s leg and claimed that the elephant was like a big tree trunk.  The third blind man touched the elephant’s side and said that the elephant was like a tall, wide wall.  All three of them were right, but all of them were wrong.  Each one was relying on only one measure from one perspective.  

If the measures had been used together, the three men would have had a more accurate picture of the elephant.

Employees should perceive that performance measurement is important.  Employees need to know that management is serious and committed to measuring and improving performance.

Management should demonstrate that performance is critical to organizational and individual success.  Closely related to the previous principle, this principle observes that not only should employees perceive that performance measurement is important, but management must demonstrate that performance matters.  When management tolerated poor performance in the past and employees see that the new measurement system has not changed the situations (in other words, Joe or Mary still comes to work and reads the paper for most of the day), employees know that performance is not important, despite the new system.
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